e, g

o

I p—

rmﬁ“ | y el AN :
Dnﬂlauulfied E.O. 12356 Section LE;"HHD Hu.l&fc ’ 'z |

H-‘I’H‘. "-LH 1 i iy Wl el i T i p—— - - :. - i ..-I.- ] =
o, & . : s g T : 3 3

o ACC 10000/ 109/ 76

e
-”M ".4' LI" TR _f-l"tw.“ 1_..1,H il;!. fﬂ:
"'I' II|| =" | e ° I |1H '-' . ._-- '_ ...I I_..;_"I

"|‘| :| _- I, '-l k "...'“ LY, =) =g __-r_l .-""_'\-Il - |- ---r .
‘i“_" = PR s N rml e # ‘.-‘_Il..‘_.ll-:llllfl-liir '_-'UII:-'I
gl

e LW P T 1 g ¥ Eld e B e LT T




e -

- B - =5 |I—'-“'“-‘IH' .l' LR | |' .-_L“m-'am___ I'.#"I. = Ll 1E

-r I i I'. qﬁﬂ
| -
Declassified E.O. 12356 Section 3,3/NND Hn.g 8 5-_0 ’ ?

i | -.*‘. B H-I'_l- #ﬂ.‘]h“ ‘F‘W (== T T - vl
' i e 3

fr
.‘l

10000/109/ & ALLIED ANTI-INFLATION COMMITTEE
MAY 1944 ~MAY 1945

"'lr4:1_1"'" W RN R i
.-'- | 5 |||,I- .":'i. Lt "1"' "."J j e oY
E ] e T '-|‘-':""J.T.‘ 1_|'||-|rn|-"""l"|'|.|ll el




" h S R Sy .])m
= _....._.___“.”._Ql._n-—\ . “\.ﬂ J : &

/ /s

I

]

X

-
i

)

B

iy ks LTIl ~ reiz 2 ) )} 37 ¢
-ﬂ__‘.l_.“mm ..'U_M .u_....“u- m \: .ﬁ__- -J\ : - L.ﬂ.u__. .—.u._.u_.
m___.h .m..nkﬂﬁ a\ Moy 1 4y ) H_
.___n...._..m ._H.M .__U...-.w..u._m -3 7 — r._J_. w\ { .__ 2 = — L r ._,., L
TEree , - / il o ; % w3 FA § R
: . .uw, .ﬁauq.ﬁytuﬂn.‘. .‘_.».._;._..h_.u,...u_.n.n__ui P : Ll.ﬁ.q..f,__.___u e .h 7 \w‘m
,e e ..m.._nu__Lll.f.u.ulp... o - 2

m .w‘...»n_._.- ' | .._-u.._.._.u.m : “..u |
u"u ‘....l.‘u L H i _ )
- ......_1 1.4 s W.L.m.. .?... H

A .ﬂ.:.‘.." o P ey .ﬁxﬂ.?...l..i%

..__U ..__-__._..L_ 2

-7 0 "J_._" ¢T3 N/

oS 2

| & -G TTIEY G2
0°5*0,

.mﬂ.nH Lrepunod STUF U0 suoTdey UISIIION 0F “UHIS EHTEE
ﬂmuﬁ.mhnmm.ﬂuq_muqmn.n S} m.m e USUL Pae fomoTROT{CL S3T mnm ST AIspunodq .%M 4
poyseBins o N0 BUTIFVE G-H 03 TNV mmw.mmHuwWﬁmgwwﬁqﬁﬁsmi oy s
J2AT0 1 OSTA o u g I
gen UOTYL ‘pIeod WOTISTIMI-THIV : =2
..wHﬁm num.ﬂﬂglﬁﬁd J0J SousILJey JO FEISL = Gy o3ed 3% @oUETs DINOUE
wo) =T

"0¢

lﬁ.gruj

L joid *Ch TTCY 6

Fa nﬁ
-__ | [ — “UOTANGTIFS TP 330U Ok (€

-

—r - “3ITOWST
- JSJSTUL | SEid] 243 a1 -
Slmins mwﬂwm Mww..ﬂﬁﬁhﬂ.mﬁﬂﬂ. N sWTdI 94 O3 mﬂﬂ.m.ﬁw.mﬁm n_..mmﬂmm.nﬁ“mﬁﬂ wﬂ.mw.mﬂu.wﬂu
g > S TApy Jno Jo sesocand : . ! .
=TS s UOT3IELIUL Uy ..._H.Hﬂm+ L " - o aTa paJdlad
o e e Sia Lrviomastans o oo IMFTCES ST SR I IICE (,
oo JOUOTSS puo] JITHD 3 I53391 + TISuURIF S, TUEFLOFHS 3 -

rgoTI AIOJUT I0F L} OFLOF 9%S 0% gsta Lfmux nol (i

-

1

= *0 "XESV

Declasaified E.O. 12356 Section 3.3/NND No. 7851:0 } ?




.__\_ﬁ &{ME S.W\

._,....1U u.___......l.--f_wh_.u,.nﬂf __...._._u_ﬂ____....

BT g el
23

25l e Y,

=

£/ ot /A ﬁh

785017

hmwm..-u.M TRy d*A u....w‘.._hﬂu_ 15222 n)2 ..__._.....nl.____"_m_ JH.M_.H\H.. .r-.___.._bndﬂ

NO
L
?

~AE-TE riE (_ h
W77 > ol Se o WA .
e / J —— / = r||..._.\ lu.u_ Lo uhv\ _tdwd\uw 1Py
e o2 g \hd-u.:m._tﬁL S e == - ulm _ .&
3 ) i alio~ I~ Ly E g L I L8

5 qﬂﬁw
R L N A A A SN TT2074 M) __.u,u”_dﬂ.,. S u\_u.:hm\i‘“ o

st gond o gopfu gy vy ey el sesy
o8 D
0§D e
/) *C7 Ty 67

Ty .
R mﬁﬂﬂﬁﬁ SUOTBeY wreqiaoy of ¢ Ewwhwﬂw&ngmﬂ *hﬁmﬁﬁﬂm =
) Pe35988ns wﬁﬂﬂ_mwwﬂ‘,ﬁ 6B 01 aoryooTIINE S3T TUY euFr Lrepunoq ommucos :
TesTo 3 -) 01 e = : I
.m_m.m_ I sen .ﬂﬂq.mun_".!n.- n.merrn-_m ﬂﬂﬂmglﬂhﬂ#ﬂ-ﬁ =T m_ﬂ.m.ﬂ.ﬁﬂ. nm__w 17 lEﬁ .-‘_m_‘_._”_-rm o 1

"PIROT UOTIR T IUT-Toay 03 SoUBISISY 30 ay hwwmwmﬂ uo 2 PIV = Tz Bed osy

12356 Section 3.3/NND

DPeclassified E.O.




T ey BRI

= A )

/1,

e il
H *aof uy qrm. "Gt GoE g

/| . o

_ -» FJO DPRITNOUT S303fqns
| hmn.\n m.mhmunhﬂﬂm& STqEO JO SOULUSS RSV PUW IBILT OSTY *2

*grsyad O OTIOf  “LoUSIITD 45U WO UWOT}ELIOJUT ous JO
99S8oTeI PISTIOINEIN PTos 03 (SNn) s3deq Lmsweyy pus @3S £q Uae) JUReq
al® SUOTeoald T[® 3903 UOTIWLIOIUT JOF gL OF[O0F 3eE 03 50D JI0J T

.. _ *0°S"2 0k
_
4 5_ ao gy ,____...u..__w.._u_.u._r?u_]..\. .___..”.,_"__._1 AF 1 .ﬂ.Huh”.,.
j | x, H x T =
| ﬂmﬂ :
m . ___.x_m.....u..___, Mq . f..dﬂ.._.”.__ ...._._.....“._..“__... . w\n..u
£ = .__
: - ﬁ 2 _
| oy ~ = ru‘.-. L *..Fh..ﬂt-..
RS Calb R ey e b b L m ga
. . 2 S J b, ¢ Jp—
6 s, Ay BH Sy T m__ -..ﬂ. i ~
: i =
e oY i
; m Il /oT \m
o
™~ Mn w
o
wm |
@ =
i it
: % of =z<c o3 QECD




T —

| .._..w..ﬂ
o=l A
ﬂ%%rj

Y Ieleg | i ?
‘x.f«.a. H \m & Trady 9

RNy

2 ) "G} OTI=J 3% PO9X UT PSUT[-3DIS =% PIB0T UOTIRTIUT-T3I0W
AJOESTALY MolU STUL IO 32UsIolsd J2 SiIag Iy OJUT JI0J 535 03 Usta £¥i noj

gt - 0 "XE/Y
S Ly R v/
..Hﬁwﬂ& Fu 7 N‘M. *Gh ges g
I 7

#JO PAINDUT $300
30t Bfizez0 2 £1qresod arqeo Jo sowuss #mﬂmﬁpﬂﬁﬂﬁ E,M.

*SIsIaI QT OT[0d “AoUsiiTe 48U WO UWOT} EILIOJUT Yons JO
SISEST pesTIOUINEIN ProM 03 (SN) s3deg LAmseery puw 93mS £q Ueywi Jutaq
SIE STOTNEcs2d TT® 394} UOTIWLIONT JOJ ZT OT[OJ 38 03 §00 JIog T

#

*0°S"D 0%
T

o) AL

,.L.._:_:.....: Tum,:u:.r& ._:u ...____ .__._..*ru u\....._.hw
__ : [ : \ ; - Yy : e —

/ 2 A
T f

[
)

|
...-M_L.q .___\_rm.m ...M,._ e U S 5
1 4 L, .q.." w_.. i
FH R YD) 3 ey W 7 A A e &
AR Colb/ IR el gl ¢ BELT e OS] Ay R MRS i T

aci i vy Jp; 2y (kg sy “ 1 %H_WUE

Declasasified E.O. 12356 Section 3.3/NND No. 735_ u ?

b

&
r-
fh
o
=
.

—

—

[rf/oF



. —

Declassified E.O. 12356 Secticn 3.3/NND Hn.*:?;g 5__C

. W

FX 81398
MAY 21,18L0B

i T ]

17

SEloRET

B/2%26

MAY 2518L0B
FRIORITY

FROM : AFH) SIGNED 3ACMED OITE FHGEG

M0 1 5 ARMY, 8 ARMY, IV CORPS, MAAF, FBS, DISTONE, INFU, 15 ARMY GP
ALOOM, DISTWO, DISTHREE, AFIRS, RAAD,

H'r‘
Economie boundary line established by para 3 FX 64182 of 22

April FX 65919 of 26 April ¥X 5,

1

/<" 0001 hre 28 May. Accordingly

fiis

836 of 11 May will be abckished effective

road blooks will be disoontimed. Thils

aotion does not affect ocontrols of prices and wage differentials whioh

will remain appliocable until medified under normal procedure,.

To ALOOM, Your 8210 of 2% May refers.
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EXTRACT
f
MINUTES OF A VEETING BF TH# SAC's EONOMIC SUB COMMTTTES
dated
22 MAY 1945

u.“r—--a-—--—.-i-—la--—dd--—-——-ﬂ—f-—

" 3, REPORT ON CURRENT STATNUS OF ECONONIC BARRIER BETWERN THE NORTH AND THE SOUTH.

The Committee had before it a paper prepared by G-5 summarizing the status
of the econcmiec barrier which stated that the purpose of the barrier was to
maintain reportedly lower prices and wages in Northern Italy, through the
establishment of police road blocks, during tle period immediately following
occupation; and pending clarification of the economio situation in the North,
recommenied that no action be taken to abolish the barrier.

CENERAL SPOFFORD ampldi fied the paper by observing that it was not
gonsidered advisable to make a decislon regarding the necessity for the
barrier until a report had been received from A.C.summarizing the ocurrent

situation in the North.

ADMIRAL STONE recommended that the barrier be abolished on 28
May. He requested that the exisiting inatructions respecting prices and
wages in the North remain in affect, CENERAL ROBERTSON asked COLONEL
SHEILDON whether the extension of AFLRS authority to the North might not be

made to coinoide with the abolition of the barrier, which would place wages
and prices under AFLRS control. CENERAT, HAMBELEN and COLONEL SHELDON agreed

that this could be done, ADMIRAL STONE said that the A.C. felt the movement
of population North and South should be permitted, subject to mi.litary
convenience, but Fifth Army has so far refused to reccgnise Queatura passes
jasued to civilians by Italian authorities.

MR, ANTOLINI, recently returned from an inspcetion of North Italy,

reported that in general supplies are more abundant and wages and prices

are lower than in the South. The barrier, has served its intended purpose,
largely through its psychological effect, which was to orevent speculation

and rapid inflation. Wages and prices will be mised as cirocuimstances require,
with established military controls acting as a retarding factor. It is
anticipated that certain inflation will take place in the North with a somewhat
orposite deflationary effect in the South, as a consequence of the draining

from the North of goods and servioces.

GENERAL ROBERTSON, referring to the movement of personnel to and from
5 Army area, stated :

(a) 5th Army has authority to restrict the free movement of goods and
personnel only insofar as such movement affects cperational requirements. At
present 5th Army have two primarily operational responsibilities :

(1) The activity along the Italian-French border.

(2) Collecting enemy personnel.,

35731
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(b) If it will prove of assistance to A.C., & iign;l willn}.’frilian
tura passes 1lnsoiar A8
dispatched to 5 Army requesting they honor CQues
travel does not restriot operational requirements, ADMIRAL STONE requested

ignal to 5 Army as to
+ this signal be withheld pending reply from a 8
::thﬂr Qu&a‘%m passes will be honored, GCENERAL ROBERTSON agreed.

THE CHIEF ADMINISTRATIVE Officer Direoted :

That G-5, in conjunotlon with the A/CAD, take actlon as at (%)

Ly

E.hﬂ"-fﬁ-




el oglse v

Declassified E.O. 12356 Section 3.3.('151”“ HU—_T_S 5—C 1 ?

- el

P I,.-"' I.-"
L & A
LS T
HTADODARTTRS ALLIFD CC SeI0N
APO 394

CIVIL AFFAIRS STCTION.

Ref': 5/f0/0!

SURINCT: Seonomie Tine N

ids) : V.P, Tconnmic caction,

naferring to disenseion of fAnti Infletion Advisory loerd
vagtarmlay, it 1 suzzested thet -
1) Teanaie Sectlon nrepere & form of "Trensnort of
varchendiss Permit" for use in craossing the Yeonomie Tineg
aneh form to ba appraved by V.5, “ub-Comriesion hefore being

nrinted.
2) Teconnmic
ralavent H.

{nptructi-na for their usa,
7) Permitse be nranered by Deonnmie csotion or oflicers of

cupply I'dvision 4in Hegions but submitted to 7.5, SubeComniselon
or P.6, Diviaion in Regions for el gneture bafors 1smue,
1) ALl persons to whom Trenoport of Marchendlse Marmite are
given will elso require to be in posseanion of a Movemant
af Civilisns Pens igpued under IXeo: Memo 77 when going

from South to North,
53 It 1o requested that you esk h.7.H,0, (Af this hes not slreedy

hean done) to instruct 1 end 2 Miatrict and P,B,”. tO 00=
oparate in Torming raedl blocks, now thet ernieg era moving

fopwprd mo rapedly,

csntion to ba responsible for dietribution to
n.8 nf thase permite when arinted togsthar with

f!f(?glha{ﬁm.. 1_".1_.1:!'! /{‘I,f".-"'

/I; G.R, TPIOHN Brigedier
vir, C.A, Section
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HEADQUARTERS ALLIED COMMISSION (3, |
APO 374 \ :

Office of the Execulive Commissionar
Rof's M 0/ 20 pand 19hh.

SUISTCTE Foonoundo Moundary Line,

0 t foonoetde Jeotioi,

Our telemimun 5920 of 24 Nmdl,

(1) Does this roqulee amendoemt in viow of' | WDivi's
in'onantion?
(B) ve should anc “xydoos and Jerlonel Cossdogsionms o i
ool wn dnfoisntion concerrdny orloal ol weyros
gurrent on 4 ‘mril, | Q
|

L/ G,
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COPY.
*Tn H .IEHQ G"‘"ﬁ-
FROM :  ALCOM -
5979 2l Apr 45 ROUTINE,
SECREL.

1. !_JE-':Jﬂmmic boundary line is subject. Heference your
FX thé of 22 April FHGEG.

2. PBased on request of IV Corps recommend desoription
of esconomic boundary line be changed to read "Economlc boundary
1ine will be Northern boundaries of RAVENNA, FIRENCE, PISTOIA
and LUCCA Provinces and the Northern and Wjstern boundary of

APUANIA Province',
3.  Request you concur and inform all sddresses of FX 64182,

(sgd) L.D,DENSMORE, Col,

Ty

3%)




ol B A T

Declassified E.O. 12356 Section 3.3-.-"NHD ”D'_Z_S 5-C Jj

»

e T

C 0P Y. ;

TO . FOR ACTION = CIVIL AFFAIRS SECTT W 15 ARMY GROUP G)
SCAO 5 Army =
G=5, IV Corps
AMG 8 Army
AMG Endlia
ANG Umbris-Marche
AMG Toscana

FOR INFO - AMG Liguria
ANMG Piemonte
AM: Lombardia
AMG Venezia (Main and Advence)
2 Distriot
3 District
MAKF
FBS
G=5, AFHQ.

FROM : ALCOM CITE ACECO
5920 {tTORTTY

2, April 1945 ECONOMIC SECTION.

SECHET.
Sub ject 1z economic control Northern ITtaly.
1. Due to the wide variations between price and wage scales reported

from Narthern Italy and those in Southern Italy, AFH0 has approved effective

immediately a policy which separates the two esconomies for an initial period.

9. Foonomic boundary line will be northern boundaries of RAVENMA,
FIRENZE, PISTOIA and LUCCA Provinces, and the Northern and Westerm boundary
of APUANIA Provinoce.

3, Wide price differentials will meke smuggling and black marketing

poross the economic boundary profitsble for both civilian end military wvehiocles

(Allied and Italian). AFHQ by signal FX 64182 of 22 April has direoted

Allied military formations to establish police road blocks (check postas) on all

roads orossing the economic boundary as set forth in para 2 to examine both
rorthbound and southbound traffic for illegal cargo. Road blocks will be

staffed jointly by military police (to search military ?ﬂhiﬂlg%?jwh
v

Carsbinieri or Cuardi di FPinanze (to search civilian vehicles)., It ls
|NFo CoRY T o2/t
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undsrstood that road blocks in areas under Urited States control will ﬂﬂfﬁ'ﬂi{]’l
in general to SOP announced in PMr circular No.1. Militery formations have
been requested by AFHQ to cooperate closely with ALCOM in satablishing an
effective system of check and blocks.

L. The following types of cargo will be subject to Eﬂ{t'.‘.h, movement of
which scross economic boundary Mase will not be permitted except under procedures
to be established by ATCOM/ANG . (2) Metals, ferrous, nonflerrous, fabricated
and nonfabricated; (b) building materials; (c) plywood; (d) electricel
materials; (e) industrial geses and chemicals; (£) hemp, raw, tow and
manufactured products including rope and canvas; (g) leather and all leather

articles; (h) hides and skins; (i) greases and solvents; (J) textile fibers -

cotton, silk, wool and synthetic; (k) matéhes; (1) phosphate rock; (m)

faick tanning materiels; (n) cellulose for paper manufacture; (o) carbon bisulphide;

(p) soap: (q) sulphuric acid; (r) sulphur rock and processed sulphur; (a)
solid fuels; (t) newsprint and other paper; (u) petroleum products, oils,
lubricants and containers therefor; (v) food and agricultural produnts.

5. General order and detailed direotives are ébdng prepared. In the
meantime the following gensral policies will be effective North of the aconomic
boundary superseding all previous instructions. (a) pricea of all nonimported
items on which there was an official price in the llorth as of 3 April are to be
held or rolled back to that price as maximum, Other essential nordmported
items on which there was no off'icial northern prices as of 3 April should be
priced on basis of the normal price relationship to other items during May 1938.
(b) Imported commodities other than food will be priced at landed cost plus cost
of distribution. (e¢) Wheat and minor cereals will be amassed at the 3 April
existing price, (d) All food imported or indigenous to the North must be priced
at 3 April pricea, (e) A price soale for medical supplies will be lssued

shortly, In the interim apply landed cost plus cost of ﬂiﬁtﬂhﬂ:&'ﬂ.a (1)

1-2—
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'M.l transpor rates will be fixed at level fo sentire nmorthern area scale
to ba issued soon, In the interim apply 50% of f 30 January 1945 ENAC tarif
charge for present Italian Govermment terrhtory. (g) Rates for all public
utilities service will be fixed at charges existing at 3 April, Changes are
forbidden without prior approval by AMG Regional procedure to be established.

6. The following wage policies will epply: (a) For private industry
wages in foroce on 3 April will be mmmxwickedt recognised as appropriate, Right
of negotiation for wege changes at later dates is recognized but application
or change is Porbidden without priorx approval by AMG Regional procedure to be
esteblished. (b) State employees found in the North will be paid at rates
appliceble 3 April, Those transferred from the South will be paid in cash
in North at 3 April northern rates and credited in ROME for the differenoce
between the northern end southern rates., Caradbineri will be pald in cash
at southern rates whether transferred from South or teken on in the Noxrth.

(d) Both in private industry and in state employment there will be no repeat no
automatic application of cost of living bonus or other wage inorease dscrees or
changes in foroe in South,

7. Instructions with respect to wages for civilians employed by Allied

forces are being issued by Allied Force Local Resources Section, Ref.No. LRS/601A

(Sgd) L,D, DENSMORE.

ADD to Para &4,
ﬁmi:ifj Rubber, tires and all rubber produots: (x) motor trensport parts

and accessories; (y) motor and other vehicles and all animals customarlly

used for transport pruposes except those s peoifically authorised to cross the

hﬂUJﬂﬂr:lrl
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5879 B4 AFAIL 1945 ROUTING

SI.GI?‘Z‘E‘J!D

FARA ONE FD KCON(QIIC BOUNDARY LINE 18 SUBJECT ¥D REFEHANGCE YOUR FOX RRAY
31X FOUR ONE EIGHT TWO OF TRENTY TWO ATFRIL FOA HQ VORGE EASY GRECRGE D

FARIN TO AFHQ CHOROL FIVE FROM K3 ALOGH CLTE ACKCO PARMN

PARA TAO D BASED GN- HEQUEST OF FOURTH CORE3 RECGUMEND DESGHIFTION OF

LCONCL1IC BUUNDARY LIHE BH CHANGED TO READ QUOTE HCOMEKIC BOUNDARY LINE

WILL BY% RORTHERN BOUNDARINLS OF RAVENNA VA FIREHZE CWA P1STCIA ARD LUUGA
ROVINGES AMD THIC RORTHIEEGN AND WeSTERN DOUNMDARY OF AFUAKIA PROVINCE ULQUOTE FD
PARA THREE FD REOUEST YOU CCOMCUR AND INFGIG! ALL ADDHESSED CF FCX XRAY G314 TFoUR

OHE KIGTT THO FD

l.'! E/Elrﬂi-'!l..- 1 LA L !:1,,'_.[-" { i{*}

ROUHCHMIC SECTICK

S 3817

L-I-'-p_ DENAIORKG OOLs
WSEA) L 1), DLENSMOIKLE
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oy FOR ACTION CAVIL AFIFALKS JEOT 1L 15 AREY GROULT HOAC B ARMY., G=3 1V CQUORPS
WG B OARSY AMO IMILIA G UNBRIA-S AROHE A0 TOSTARA
FOR 1LIPURMATIUN AMG LIGURLA ASG "IN I A0 LOMBARDIA ANG WK KAIA FARKN B ATIY
FAIN FOH VENRLIA SAGLOR ARVANGEND A y £ ATBIY HEAR FOR VIENWZTA REQICH BMALN T b I1LER
TN U1S5JHHER K nAF jatitet G=D AVMY m

LOOM CLTE ACHOU : ar&?l" :

D492l MRICHITY

i

g LR %9 EOCCMI0 BEQIICH

3
ROOIOMTC CUNTRUL WORTHGN TTALY D
VAREN 00 FUR AUTICH CIVIS ARFALRD 9033 1B ARMY GIOUP GEA  SCA0 B ARMY (A O=D
IV ORES (A AMG B ARMY GMA AN BMTLIA GAA  NAG WMIRIA-HARONS QA RO TDSURQ :
FOR THPGGANTION 4G LIGURIA HEA  ANU FLEGCH D Gia NG LouBaRInA  GaA MG TRNC 23 :
POisd 8 AZMY MATR VCE VENELTA RIGIGH ADVALGED AND B ALK (onr F - VilgZ1A RAGION MALE

REM _ MA WISTOUE GmA b TG A DASTHRIE OMA MASE  CHA

"' L D PUR 70 THE WIDE VARI ATLONS BATREEN IHICK P WAL CALDS REMORMED FRis
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Hel's l..&}i}/m./ ey fard

15 april 192458

wublect: Adviecry anti-Inflation bourd keport for Surth Italy i

To : U=30 Settlon, Allled Force Headqyuuarters

l. 1 em forwarding a copy of the advisory antl-Inflaticu
board report o koxth Jtuly, tugoether with a leftler uvn that
subject frow the actling Vice lyresldent, Loeconvmlo Cectlion. The
recommendations asade are, in elffect, thut a separate ecunomy
oo be estublished noerth of tihe 1llne of the Asppanlnet end
that povement of gueds and serviceg acrosy that line be rilpgidly
controlled. Thig 1le considered hilghly desirxable bhecuuse of
the extreme divergence of prices and wagesa 1o the North ds cuu-
pured tuv the South, The plen preoposed by the cconomice Seetion
hus the concurrence of the ltualluaa Gevernment und of the
Eritish and Amerlcan embusples. The Comsleslon has oo ex-
pectution that this sepaerate ecowomy can be mnulnteinsd for
any preat length of tiwe, It 15 fdmittedly o Towporary
measure designed to cushion the lopact of the lnflaticvnuary
wconomy of the South ugalnst the low wuge and price levels

presently existing in the Neorth,

E, The boundary line sugegested 1s generzlly that uf
the Appenipes and ocuts acroes the maln supply routes of the
Armles now operating 1n the Fo valley. It will be lmpractl- _
cable, thersfoure, tc eatablish any effective ogntrol with- 0
eut the aesistauce of military pollce. 1t le sugrested Lhut )
the srmy straggler line might be so Cixed ag progressively
te ouvincide with this boundary and thet comblned xllied
Militery l'olice und Itulian Cerublinierl check pusts could Le
established to lmplement the control. 1 would be gratelul
if you would examlne thle plun and determloe o whoet oxiaal
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military foroes may be expscted to asslat in EEtEhliZP;?ﬁ
and meinteining thip economlo boundary. Since wur:E i
ready operating 1n part of the territory lying n?w 4
boundary and in view of the operatlons now in pr;?rEEEirad
you will appreoclate thot the mﬂttﬂr e urgnﬂt.l St i
the Vice President, Econemlo dection will be E_ul ¥o .
at ovnce to your Headquariers for further discuBfslons.

For the Chief Commipsioner:

.7-// N A FIsKE.
y

NORMAN k. FIOKE
Colinel _
Acting Lxecutlie Comulosioner

Copy tui
VP nouvnoai¢ ceclilon

Fnel., - advisory anti-Intlution Hoqrd
Report fov Nerth Iltaly

Original copy to G=5 delivered by hand of an offigex

o —e- . i e T | I T e S e el T o Pl .

without o file number (typed late evening ol 15 ApT)
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00 LbO3~2 10 April 1945.

Uy dear Mr, FPrime Minlatexr:

There was furwardod Lo you yusterday, and | encloue

herewith an additional copy, &l Aide~lemoire containing the Com-
mission's ¥iews with respect to the desirability of instituting

inflationary control. The Comnission'n intersst, You will ap-
preciate, arises from the fact that the present rising trend of

wages of workers employed by private induslry ip having, and has
had, a serious affect on the labor problems of the Al1lied armed
Forces, who, as yuou know, arc the cwployers of large nunbers of

ﬂiviliﬂHE.

e 1 advised you orally last Friday, the Comnission
will be glad LO assist and consult with your rovernment on thie
{mportant question after the Minlsiers concerned have had an Op=

portunity to review the attached.

Y innlll."lal:f‘,

| _" A b rine
fLLELY W, STUNE
iear Admiral, VSKL
Chief Comuissionar

His Excellency Ivunoo Bonoind ,

The President of the Council of kinistoers,
Itlﬂliﬂn L}ﬂ?ﬁfmlﬂnt}

AQULG e

Copy toi Mr, st (e Antolind, A/VFP Leon.bec.
.U.l".ﬂ,l ﬂ..u.upjﬂhn, ChA O6Ce
prig. Grafftey-tusith, Finance /C
Cowdr. JeJ. Lawler, Finunce 5/C
W, H, draine, Labor &/C

Lt.Comdr, Tasea, lreasury Attache, American L-.mt:-auﬁr -'5"'}.

Mr. hosworthy, Commercial Attachs, dritieh Fmboss

U.5. Political Advisor (AU)
dritish irolitical Advisor (AC)
Exec, Loumissionars

CC Filen

e

= s [y BT -
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cY 4603-2 7 april 1945.
APR = § 1445

SUBJECT: leport of Advisory Anti=inflation Doard.

o : Hr. A. (34 Antolini, hcoting Vice Preeident,
‘gonomic fHeotion,

1. The draft letter of 4 April to the Frime iiniater
forvarding interim report of the Advigory Anti=-inflation Hoard
has not been and will not be signed. JInstead, I conferred with
the Priwe Minister yesterday setting forth vur concern over the

inflationary trend of wages, specifically as to its effect on the
etmployment of civilians by Allied Armed Forces. I stated that the
question of wajge control was but one of the factors invulved in
the general inflationary trendj that for thoe purpose of giving
advice and apsistance to the Italian Government pursuant to the
new directive under which the Coummission eperates, 1 had estab-
lished an jdvisory Anti=-inflation Soard which had submitted vo
me an interim report; that I should be plad Lo make this interim
report availahle to the Priane Minister in the form of an Alde-
Memoire for his consideration if he ev depired., The I'rime Minis~
ter stated that he would be glad to receive the Alde-Mamoire and
wolcomed our continued assistance,

[s/ Ellery W. Stone

FLLFLY W. S8TORE
dear Adniral, USKNR
Chief Coulss!oner

Copy to: Brig. 9. . Upljohn, CA Sec

Brig. Oraffety-Smith, Finace 7!;'

Comdr. J. J. Lawler, Finance :i/C

W. He Hraine, Labor 5/C

Lt. Comdr, Tﬂ.lﬂﬂg Peasury ﬂttrﬂchﬂ'
Aeriorn ‘mbassy

Kre. Nogworthy, Commerciul ittache,
British Tmbassy

U.8, Foliticisl Advisor 3b0 O

britiah Folitical Advisor L

o o D08 TR A red .:n..--""""-'-..-.h

r |'.+ l-. .J
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1, 3omo dogrec of spfintion is colanol to all countrics at WAL
ripging from An nNoronbc in purchauing power yvithout & correanonding
neroaso in goods to b bought: Whis siiractoriatio rige on prices |
wn only be kept in olicck by suepd dosigned 1o prevent oXoons
wuarch s lng powur boing suen®t == Cslle

By 5

Laxnticn, public lomilS, pogging
f wapos, control n{ prioes, rationing, alloeation of revouraul, etcs

5,  Tn tha liberated porticn of Ttoly fow of the eonditions
weaasary for holding anflation in chock aculd be expeevod 4o operate,
‘he previous 53 gten of thxniion and vmr controls Wi 1lentificd with
heaeiam and in ARy svent vas admindatored Lron 1LGTHC e collapao of
maclom pnd the semarntion of liburated Italy frow fhe Copital par-
(lysed many branches of the Coverment.  In the ~dpoumstances, 1t in .
~seaauring that the gituntion is not wolad. Tnflationary toendencics
po dongurous, but arc qut ot out el haad.,. So far, daspite a woak
vorcipnl Covarnent and the ligormonizetion in loghl government
novitably resulting fron inwaeion, destruction, and tho romoval of
mperionced affioinla, A ressonnble degrad of tublic confidence hag
yoon mndntained and irrevarable atuintesration has boun proventods

3, Lrilces in Tiberated Thaly have spereasud congiderably morc
shan have means of poayent. T July, 1953, benke deposits and notes
ln oiroulnbion in liborated Taly amountod 0 50/60 million lire Lnd
vt 51 pareh, 194, vare OB Eiated 84 YU to 100 bpillion, an inoreadc
o 70 o £0 percent i nine montha, In cUMporison, o indux of
etall foed pricos compilod by AGC (covering both miiencd oo (11
mocoan 1y nurchiagos in the black or oncdl merket; roac about 00
ercont curing the last 033 Lenths of 1943 mnd about 20 VEXOCTIL
bardng the first Tour nontha of 1944, (Wide fnprovesent was mainly
lue 4o an dnervasc in the broad retion exrly in Feoruary with o
sonsogquent reducticn in tho amount 0f black-mirkol murcheae thet had
50 be ineluded in who Tndex), A cogt of Living indox eououted by
00 for hepion 3 (vhich inoludes Henles Provineo) and covering
ylothing, rent, fusl ond mincellanecows, &3 voll oo f'ood, showa & risc |
W[ %20 purcont sinco Juoo 1943, and 159 pereent pinoc Senloambir.

L, . Throee main forces aro yoppongible for ihis réy id risc of
rioes in Ttnly.

n. "he first of those torcea in the very high level of Alldled
ailitnry end Italinn coverniont cxpendl iura, fdnsnovd vrincipally by
e excocdingly dnflaticnnry nothoda of overdeafia on vho OCentral Bank
;j__n the ocase of tlw Govermaunt ) And disbursonend of militury lire
| dn tho casu of the Allicd exopondliurcs . ciomo orocress 1a being oo
v inerecnslng tax revenucs, but the Goverment deficlt ig now running
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at at . 3 blllion liare per month. | A ¢t of this 1s covercd by sales

P Treasury bills 4o the bruksy and by revinues derived from Postal |
savings; but most of it is cirrently yrovided by tho Danca d'Italia, |
The Allied Finaneial Amcncy also makas advances o tle ILtalian Govern-

mgnt in forward mililrnry arons,

Ag of June 1, 1944 Alldied expenditure in Italy is currcntly at
thu Levol of abicut 2,2 billion lire per month.  The totnl monthly
inoronrcu in menns of pavmont ropresentod by these two cloments io 1
about 5 billioa lire. !

b, The sieond Pactor hending Lovard inflation in Italy ig
the extrome chortupge of rractically all poods, This shortape, to-
guthor with the rpid inervise in rurchueling power ventionced din (), :
hag been responsible for tho siowih of a bils ek narkat of' dongerously
large proportiomas,

¢ The third influence in tho flationary situntion is
public distrust of the oier ncy, This factor probably has not so
far reached dangorous preportions, Teople ave still willing to
duposit monoy in the banie and are atill buylng poatal bewmds in
moderately Inrge volume, But 'ropm lar" dol Loy and ster ng sell at
fluctunting promin in tle Llack waraot, a altustion vhich is cvidence
of an incipient distruitl of the lire which gy readily assume im-
portanicy should the publia losc hope of effcetive stabilization,

Jv The Inflationary pressurcs are boing held in cheock with tho
greatest diffioulty. 'The primury control is tho regcing of wagen,
which in tum deponds on tho purchnsing power of current wages in
tenns of a mdnanum subsistonoe ration. The keyatone in this structure
is chuap broad and the susecss of bread rationing at a low, aub-
sidised price derdves Prom gotivlng control of tho grain harvost and
ruiueing the temptat.on to sell in the Llnek markets An important
foctor is ths villingucss of the farmery and the public gercrally o
hold cash and Lank depoeits and o save money mther than spend it,
Aad was indieated in tho preceds g peragraph, o mosnt dangerous gitua-
tion would ardse if people became unwill ing to hold monuy and rushed
to buy gooda nt any price, a8 bappencd in Gerwany in the carly
twentics and us io now happening in Grevea,

6, In the scetiona whiich Pollow conaideration is givin both to
short=torn remedics which can be applicd Go chuck the ineipiont stage
of inflaticon such as now exis te, ond also to more drugtic mensures
which may havo to be appliecd y &nd could only be applicd, when the
whole of Italy (or at lemat the proater part of it) is liberated,
Anong the lattor is a proposgul for muarroncy conversion combined with
4 tax on liquid assets whioh may appear At first sight Loth savere
and arbitrary. In spite o this tho Committoe puta it forward for
Jerious congideration as posuibly the only mesns by which 1ihe still
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worse evil of complete collapse of the currency, such as occurred in
Germany after the last var and is now taking placae in Groecae, may be
avoided. Headlong inflation of this kind, in which tho ascumulated
savings of a lifotimc may be wiped out and the ame 1l man who has in-
vestod in Government securitics and othor fixed intereet bonda is

loft with worthlogs Lits of paper, is unthinkable in Britain or tha
United States. S0 too i3 the proposed tax uider tho conditions
existing there. Bub wider conditiona puch as miy prevail in Italy,

in ordaer to maintain the viluo of the 1ira and the legitimate expecto-
tions of investors in Goveinment securitics, s graduated tax on liguid
assetas may bo veparded as ihe leaser of two avils,
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Obliay ovibeton s o cInkascantad 111 pavicas ghould have ohsagiveryg
Gutind goratn] cedoimme o The vapreliente Livan n_i:' these sub-comaicsions
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2. Proposed General Price Policies

]._-_-._-—-.'—-—-_H -

Wage Policy

A, Stabilizaticn of wages 18 & primary condition of inflation control.
Maladjustments in e smge Suucoure mugc, of course, be gcorrected and
there should be latitude in the &p lLinstion of the policv. It 38 to be !
expected thal in Lie process ot adiietiag wugea to talke core of individual ol
problems, theie will g o net effec) of An inciease da the vage levelc
llowever, the policy, OF objective, chould be T4 mudntain to the mascimun
extont possivle the exisving Tavel of contiollen WLpGEs »

D. An erfective wepe control should be extended over os wide a seetion
of the werling population o& 16 ousitles In particuler, this policy should
apply to Italian employees of the Allicd Armed Focces and to apricultural
labour so far aas possgible,

C. A% the present tine the improvement of 1ivinsg conditions which may
be demanded br lebour orgenizetions or the Ttalian Govarnment showld be
acoanmplished by general increascs in the rationcd dipiripulion ol commods-
ities ot controlled prices, and not by incrensos in money weges apolt
fram those which merely involve removing moladjustients of one WL roup
as against anothel

This policy should bo continued until the timo arrives vhen the
ration availeble to the general public at controlled prices provides a ,
basic minimun foi subsistenco, i.c., a rotion of 2,000 oiderics of food per _
day, and & roasonuble amount of elothing, boots/shoes, After this rotion
has been achicveu, a Tomala for tho dotoriniantion of wage levels should
be applicd which will adjust wajcs in accordonce with an index moasuring
the increasge in the price oi' the rationed and controlled conmoditics
(including rent). S0 long as rations arc below the basio minlimun tho ap-
plication of such a Tormula ashould not be attempted.

In general, wesc policy should be such ag will not provide inerecascs
in wages to compensate for price incroases in the uncontrolled commodicy
morkoto,

D. One of the principal preoblemns now being cncourmtered 1n WAf0 scttlo~
ments is that of hidden wage 1nNCICRIGS. Theie arc over 4O clemonts in thoe
wage of Italian governinent workcrs. Priveto employcrd usc such doviccs 48
fictitious loans. I 1s thorciore almost dapoasible to know what o man’s
wapc is or what cffcct & given increasc wuld hove, For onc reason ob
another inercascs in one or more of theso olements are continunlly being
advocated, and in most cascs it is dmpossille 1O obtain froin the Govermacnt
or tho employer conceriied a completc atatumont of the total income TCH
roccived by tlio workers in question. The VEREC policy nust inelude simplifi-
cation of tho wage structurc,

| FPolicy on non=wajc incomcs

i s 1 — =

Control over non-wage incomos is ootentiol if costs of production Ara to

be controlled anfl Af thg incoma pressure upol priccs in to be kopt dovwn, In

. gonaral non-<woge incomed Oro higher then wiiic incomus and thoy can thoreforo
be reduced, rathcr than provented rrom rising, thus molking o positive
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contr tion to Inflation contrel ond the problem of distributing Jais?
an inaueguate volune ol gocds: Loreover,. many non-wage incomes cra @0 &N
rosult of current aoalriduiions o produsztiom, and they can tlecefor: in
curtalled or clinticiad wlthoul reastricting production. It is vezormended
that urban end ru-al renva. dividends, rovaliies, salardies in evwsesy of
those norpally paad for like gervizes, end profite Le strictly prevented
from rising ena redused wherever nesacaary.

Cne of the objeciives of the bzx proposals of this program is to
reduge guch nor-wave Inoomese Unlil owh wime as the toay measures malce
thelr effect ot and also 1t adi:taom 0o Samstict, sveh incomss can be
controlled aud ahuordsd Ly encrasney measursd (by decras or legislation

where requisad) such &8 Froeaiag, e ges in tle cesgo of rents; by recuiring
thet rents and payopnis o genvlicoa be catauled in money &s of =ome baose
date, in the c=gn of permeuils i3 kKind; by zestrietins fividend paymonts of

Bnecified cleases of cosiomiza; and by seliing the prizes of controlled
products at levelg theae do not permlt lozpo profits to be made.

Axricultural toincs

- —— o ——

he The gulding principle of price fixing for agricultural erops should
be cogt of produstson and a roasonsable profit. It is recognized that
accurete stotist ca of couts are not easily obtalnacle , but estimalcs
erring on the side oi lidarolify cma be uwsed. DLome element of inducement
may be recuired for the musbt escsential crops.

In the determirsi’on ef c¢osts of production, the principle should
be followed of maat.ng chs cost of Lhe major porsion of the markcetablo
crop t0 be purchaved. aad not the costs of the hishest cost prodicer. It
1s recomnended thet full coasideration be given to Lhe use of subsicy
paywente (preferably on &n eocrunge bazis) 1o that purt of the production
which was produced at a cost in excess cf tho price fized.

B. 1In deternining prices of egricultural products, considoration
should also be given to the relaticn between prices of products which can
be preduced alterantivoly on the sams afnd, and the influence which such
price relations mey have on next year's CI'CDa,.

Cs The price policies recomjended for gpricultural products cen only
be quﬂcmuaful if a minimun shere of consumors! poods and alide to production
¢on be made svailuble vdth eguitable distributicn to fermers at pricoes
bearing a resgsonable relsticn to farm prices.

coitrol of Food Collection and Uistribution

he The aumssing progromme ghould be extendod to all ma jor crops, and
offorts should bo maus on a nitioual or lecal busic as scon as possible to
centrol and distribute through rationing such preducts as sugar, meat,
cliwece, milk ond other cocsential foods, |

Be With regird to that portion of agricultural produce vhich is not
subjeot to amassing, the govermment throush its monopoly on metor and
elilpping trensport 12 in & position to control conditions of purchese and
sals of o oubdtontinl portion of the marketing. To the &xtent possible,
bricps to producers should folloy the policy of epproximating costs of
Production, pluas & reaconuble profit.

el i W




e

Declassified E.O. 12356 Section H.EIIHND No. M‘S

!

anouzh to permit the WAkt
vrnor with f'ixod dncore to acyuire oomininnun abandard of subaistinot. Thus,
cre is full uatificution for a aungidized mrico ol bread so long &0 the
hion is insufficient. With ench incresasc in tho ration, theid is lcus
soild o bur in the wneontrulloed maYIKct, anl therefore it boacomes 114::.—;3;\.1;1-.1 to
iise the price of bread. Uk, the subsidy on bread oon bo gradually
sdueod 2o the xtion 1o inercasel to a mindmam atandanl for food acnaumpbion,

Erices to Consuncers
s . T i s iR

A, Within the yation, pricos should be low

rarticularly clothing rd Loote/shoes, aliould be
atroluced into the ration ag 80011 HE popsible, and tho prilces should be such
g enable the fixed incomo recoiver to surchnoe BC mbioned waownt without
o Aalling him Lo raduco his Pooll consmuntion below tho busic standard,

B. lon=food ituns,

0, daty of Lt ) 4 lal® yogulations now ol tho atatutc bonae ogf Ttaly have
ravel unenforocable, Hlds da U slioularly true of the peneral (ried ceiling.
o derl vwith pross nuases 01 profituoring, it is therelore beticr to rely on
enornl anti-mrofitooring Lerislation rather than on general prico coilinis,
fich eunnot be onforeced under sresent conditions in Ttaly. Howuver, it may
o desipablo to preserive oulling yricey for ccriain o sentinl unrationcd
ommoditics wien such ceilings can b eifoctivoly enforced, O nive the poorer
rhan ecnsumers the possibility af coquiring paat of $he supplics which flow

nto the mrkcots,. |

D. In the oate of oiher unoontrolled, copmoditics it is hichly deslralle,
in order to absorb inflntiorary profity as rovenua, fhet the govermmont shiould
intorvone in the marketing of unconirolloil mommolitics throush imposition of
ypecinl taxes oOr lovies, through tha control over transvorfation, Or throuysh

vetual vurchase and salc.

Pricus on 1mj rta

i e e e i

proacnt time tho anle of' imnertodl cormotitios is entiraly

loflntionars:, wnd the deflatiomary cfPoot is mensurcd by The total net proceeds
vld be such as will

from uile, the prdoos sct on immorborl comaodivics =ho

maxinmizge the proouvcids fro giles. ilowewver, the applie tion of this prineilylo
alould be vubordinatel to thoe obicctive of achicving o bosic minimun staadord
4 pubsistonce in owier tn stabliize WLLS. "hua, "landad costu" of imports
should bu only & guide to bo usel in fixing pricos anl ot the detcrminant of

1!]?1'1”5;

Sincy ot the

Waore dworteld goods are of girdlnr notire bo domestlc poods, i 16
Jegirable to fix priced of +tho imnortoed products At loveld upprnjg:-iﬂ,tu to the

looal productils

ds anl Comeoditics Tacd to Ald Prodiciion

EI‘Lm:ﬂ of Iiuh:;s'l}!.‘iu‘t_} {

R e e L]

L]
|
ﬂ-i*—-—-ilﬁ- R ] P [

48 4o sll fonis of procue:
v tho goveruont /s far as vosaiblo, The price
auah ns will attein thw objectives of faxXi-
, vathout wululy inercnsing costa to suoh all oxtunt
ice policy
profits whilo s, Ln-

P Alatribuiion of inlustrind goods or &
tion should be eontrolled b
nolicias to be ardopted ghould be

mizing sovernnent rovemio
na to forea Liorenses of controlled vricus., In other worils, the pr

should be fMexible and lesignod O abeorb inflationary
taining the price level of canirol Lol cunmoditios,
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Products of Joecal Tudustry

The distribution of tho products of loeal industry showld, so0 far
as possible, be yntioned  br the government, with yrice policics devignad
to provent dnfletionery orofits frow cccruing to dndividuwls or canpaniea,
abasorbing inflationnyy profits as govermwent rovenue, ond muinte ining a
low controlled orice lovel, In thia cornection, subasldics oan be used 1o
comnenaato hipgh coat vyodiicorii.
Public Ufility anl Bailrond laces

— i ¢ e e i S RN LTS T

An inoresnao of the rate strueture for those services is oesambiol,
and should be done ‘rmedistelv. Mo adjustoont ghouvld be snch ne will teke
ircso nooownt the chanie i moiioe levels which has nlroady occurzed in
liberated Italy, The srcsont spinedple of Aifforcntiation in freignt rates
na between essential foed produects and other tywa of oarge should ba
naintainud,
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111 - FINANCIAL A sCTS OF INFLATION COMTRCL

This seeticn is divided into BiX headings = Taxation and Rovernuo,
Covernnont Expenditure Control, Covernment Fnaneinpg, Banking Polley,
Impounding of Lxccss Purchasing Fower throupgh Blocking or Taxation in
Cormaction with Currency Conversion, and the Rate of Exchange.

I == TAYATION AND IEVEHUE

A, TU'TRODUCTXOIT

e ———— . Sy Sy ] I —————

T ke the Italion %ox systen adequatce o8 an instrument for
arresting indlation and Yor taloncing neeessarily large future budgets
will require chenges ip "he progont Hox syshbon 80 basice in concept and
in administration that tho fall oi'fect upon revoiucs eannot be realized
except ovor a considerable period of yoors,

1+ oannot be too strongly emphasizod that thore is no background
of fisonl cooperation between pgovermmont and toaxpoyer in Italy. Thoro is
a0 reliance on individual roturns, The prescnv syatem is basod on the spy
and the informer and on the taxction of things and quantitice that ctn bo
scon ond measured rathor thon on accounta that con be properly nescsocds
Such a syatem is singuloarly unsuitoble for resisting inflationaXy ProsSSUrCB,
orcover, the long-standing and all pervading apathy toward the cfficicnt
colleotion of revenuc has, of course, boon intensificd undor presont
politioal and ceonomic conditiong. Exocpt over the long-tcim, therefore,
only limited aid in inflation conirol can be axpected from the rovision of
tho revenue systom. Such roviszion will probably be the leost effectivo
aspeet of the programic in the immediate emergency although 1t may viell
be tha most offcctive long-term stabilizing influcnee on the ceonomy of
the countly .

B, IMERGEINCY RECOMMNDATIONS

B —— e G —— . | G W e —

Thare Tollow cortnin cmergency measures which should bo talen to
absorb prescht oxecss purchasing pPOWCTs

le Stimulotion of asscssment and collection

ey . T R E— i - E— i = - E—

Thore must be an intensification of cfiforts to rcevisc nssoss-
ments and brine the rolls up to dote, to spc od up collcetion and 1O
improve the gquality and incronse the munber of tisc cmployccss Pending
basic rovision, existing asscsemonts in the Following catogorics might
be arbitrarily multiplied by scmo figure from 2 to 63

a) businoss income

b] income of landovymor = cultivators

¢) rental income of rural landlords, cepeeinlly whero ront
is payablo in lind,

This rocomuendation is in ncecord with supgestions made by the Ttolian
overnmcnts

J

e U P
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The Govermment operatoes monopolics for salt, tobanco, mntches
and lighters. Mds i3 in reality & siiple form of conswun:tion tax.
Pricas should bo rilacd substantially bevond thoe rocent 1004 increase.

Do Znx_ou proporty 1
Tierc is in force ab prcsent n # of 1 annunl property thx on

all real egéele and ol all sersonal property exceot Mumiture, cash,
banle denoedts nnd govermient paver, The tax is bad in theory and din any |
final tax rovision should bg abolished, but tho anouwnt of’ rovema it
vields caamot be imored vwuley cpegeat elrcumstances. Murthiormore, it
representa an elfecetive motlhiod of reaching tho larqge agricultural land-
owners with rconect vo whoa lnodne toxadlon is likely $o prosent many
diffaioulties. It is thercfore =rovostd in aceordurnce with sugpestions
of tho Iielisn Covernment thet the rate of thin tax be made progresaive
with ,r‘"{- ratoe in the Nl nest braocket,

He  Govermment sovenua faem Price wod Pistrdbution Controls.

The recommandations on priee wlicy irelude vropoantls for
goverrmont intorvention in irchandise tradi which are, in part, intended
to abgorb, as goverrniacnt rovenue, inflaticanry profits hecrudng ou
itoma whode prices are unconlrolloed. Those prorvoasils will yield sub-
stantinl suwas o thu jovermment mnediatoely and vory larre sums whan
there i3 a resuwpbion of domeatio production md inpeovad trausportation,

He Increfioed Pona.tliod for Tilbiolt (w#ln.

s T i Bad e e T 6 e ) e p—— om—— —— e g o v e e (s | e el

Unen conviction for blaclk ieacet, trading with the enemy and
aimilar of'faees, the rower to immeso heavier fines, longer fLovmg of
inprisomsent aad additional powors of contioeatlion sneild be providad
by tha Ltelien goverment, Additional rowimwe wouldd also ve provided if
the Ivalzen Coverrment should deedide on voliticsl rather than finencial
grounds to conliscute fortuncd illepally acquired vader 1he Macist rogime,

Ca alilvi=T1ats HEOORMVENDATT Ol

N et S - e il Pl - e

Action imst by taken to correct the lollaowing exXtroue wohkneasad
of the Italinm revenue srsvom:

1, &l agseatnent procedire that iz both widuly slow and highly
Lntocurate;

2, 4 colleetlon ayusiem vhich invites hiph costo, colluslon amd
o ..

eorrunilion;

Je  uXgessive rolisnee on per quantun conaupption takxcs.

A comvlute plun Cov roforming Lhe Tonlian revenue ssructue
niy bo found ag an rrnex to thls report. Very briefly, ity wssential
featuras are:
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T4 ism proposed that tho prosent systan of

tnxing incdmo frou diflforent fouraes ander A3 Lfcrent 1aws and at differont
Mat potca bo aholishad and cpat thers be anubatituted ona uniform basic

wiko and n pProfresslive surtax scale to 00 applicd to naoi

ne from whatever

scurce derived. Tho fax should be aollocted so far ad pousiole BY with-
holddng and ovher auseaginonts should Lo bacod on the xoayers' doclnra-
tion ol inconi. duch ucelarations qhould be subjoot 40 suvere penalty
for frouwil or wilful nepidpence, and alyould bo supportod by & poquil roment
that the baxouyer keop Looks subjoet ©o aurtain excoplions.

b) Fxcesa profits

[ e F--—#l_-.-ﬁ—- e I

Mosipicnts ol
boneficiarias of pirc gant b

Le

erioulfural income <ho are wpony whe chiofl
7 b omary prico riscs hro now exempted fiom

the oxcess Troflis vk iy wscnpbion should be cbolishoed, & recoimienda -

tion whicu 15 in accord in
Govormnients

oj Death Dutics

srineiple with moasuoad nroposed by the Italian

rpeatio incroascs in ratus should be inatituted and at the
samo time, the addivions to and reductions L(ron fax which depend on the
size of tho dvcetent s fad Ly ghould bo nbolishcd, Teanafors €0 8poOUal
or children, &t present axempt Fron gift and succession tax when there
sq wore than cno child, ahould be taxod.

d) Collection

The present cystom of collecting direct toxes through
privato conirnotors is primitivu and unjustifiable in & country as ad-

smnced adninistratively as

Tinldy., Ius acvantage is tho gupposad A3BUTANGC

it rivep the FIOVGITUNCTL S tha’ it can count on tha amount of the tax roll

being turned

into the muiblic treaaury repnriless of collegtlion diffioultics,

and that only one source per +ax district noud bo looked to for that sum.
T+ neverthuloss appaari highly wandesirable that o privato enterprisc

should have & gtranglehold
af the colleciion aontract

on the public rovenued, 1 toyme and conditiona

are not to a contractor's 1ikdng, he noed not

hid for collecticn of {ha roll, In nost ciooa he hoog, at present, tho
only loecal organization ourabls of wndertaking the tonk, no onRc glso
having the rooulaite parnounel , facilities and X purienoc, such 4 altua=

1o ip bourdd to result in

oxtronely high colleoction co3tis Furthermor'e,

dince the state has only the moat Lenuouns kind of gupervision over tho
methols of collootion, fhore are HMUENCTOUS ooportund tics for gruft,

extortion and favouritii.

Mnally, even tho ndvantuge of ansured recclpt

of funds is denicd the ytato by widespread grunbing of forpivuncss 08 to
part of the roll, If he hea bean gruntod & w{olloranea, not only hat

the controter's ins{ficienoy boon rovazded, but he haa been §
for a considernition, not to collect taxca from his fricnds.

opportunity,

4 yvenn the

Various fovug of colluaion are almost acrtein to result, Tho ayatem
should be abolished and ecolloction brought within the civil servioc.

Ak e S
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IT ~~- GOVIRIMENT FSPRIDITUE CCMnOL

fie  From the stendpeint of inflrtion control a cruciel scetor of
Italy's financial atructurc lics in the wren of the expenditure activitics
of' the government. Such cxpenditures, hovever, are verv difficult to
ovaluatc and control. In purt, sore of these ecxpenditures arc beyond the
control of any govermuient. In order to cffcot ccongcaaies, three conditions
aroc preroquisitos N

1. an cconomicelly-minded govermient, conscious of its
responsibility to scrutinize occh itum of tho cxjrenditure,

s & propoerly orgnnised svoten of budgetary control which
will enable the sovermacnt to plan its oxpenditurcs by
viewing the fiuveal situction oo = whole, and to assuvre
itsclf tiat only tho cenle of cxpenditwres planned arc
actually made,

Je Preparation of cn annual budget -dth provision for periodical
rovioi in the light of chongine eiramstances.

I'a The Tollowing is o scrilcs of propoenla which have beon drovm
up on the basis of the linited norledpe pained in southern T+aly, L
cotiplete progjram cannot bo fromed until the cenditions likely to be met
in northeim T+aly cie bLetter knovm., In any ofoe such a proproume oan bo
made canpleto only after the goverment los ciicetively cetalblished its
cxpenditure control systom. Thesc propostls, however, talon topgether,
con foim o bexrricer to ini*lation,

le TYolicy tovards poyment of acounlated claima amgninst
the Covermmient

8) An important intlationary iten is the wmpaid bills
ol the govermment and the acccumloted elains which arise fram unpoid
obligntions for wages, pensions, and for rnateriolo, houses, tuildings,
and dorvices of 01l kinds requisitioned by (1) cnoay armica, (2) Allied
exruics, and (3) tho Italinn freyr, all of which will ungucstionably be
ourpiigsed in mopnitude by clains for wor ANIC o,

k) No policr can be loid dovm to handle this aost
difieult problan oxcopt through o eorcful study by the Ttalion Govern-
monts but the stnbility of the ceonory and the provention of inflotion
require thnt certain prineciples be embodicd in thot policy;

1) Past debto and cstablished olaims agninat the
goveranont, whatevor their noture, should be oub-
Jucted to individunl study, and only those claims
| saould be net ewrrently vhere paynont would oithar
cuablo a work or service to be continued which is
| in the intorest of the Allied clwusg, cr obviatoe
: thue neocseily rfor makdng o difr'erent poymont, cef. ’
rollict’s
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2) No interest should be pald on unpald olaims in-
cluding those for pensions, requisitions and war
damago compenaation, and no upvmerd wdjusbaent of
olaiis showld be made for changus L price levels,

3) The dot. intSimoof clnims ehowld he disscoiitod
from thedir pazpnint, Cliima.arising from ony
. SOATCR Ay Lo detspoingd at any tine, but paymont
saonld rot be made until the conditions in 1 are
compliod witlh.

c) The dirudvaaiara of this aporoach to the problem of
government oblipatic s s 4 paassoly adversa effect on govornment
oeredit, and ths liuiiatics of Yo progroon is the requircment to strengthen
govermment oreddlt, Howewve:, 1 cefd-dva avbumrtl should be made to gain
the confidenoce wnd couperavicn of the pseple in not pregsing claims for
past due servioes and suppliles, explaining the damaging results to thoir
O¥n economy by a policy of total payment in cash,

2s Pavmeny of Suba’ lies

: Tho policy nn subsidics muat be coordintstod with
ef'forts to maintain o ocontrolled nrioce syatan. 3ubsidics can ugefully
contribute to the control of mnt'latiom, Thie bread subsidy is an out-
standing example of such uscfulneus, A low price of bread o the
consumer 1s the keystone of a controlled price structure in Italy, control
of wnges, and therefore of the control of costs of production, Subsidies
which do not satisf'y the test of being ugeful for the ocontrol of inflation
should be droppud,

J« Survice on Publio Deb

=

The scrvice on the public debt 4ia a oubgtantial part
of' the clvil expenditure of the Ttalian Covernmment, Inturcst ratos on
govormiwent borrowing have been meintained at artificially hich levels and
in tho inturost of cconomy should be lowarcd, the provosal for reductions
in the intercst rate on government borrewing is sresented in detail in
the scetion of Govermient Yinanoe,

Lie Hli"ml"it Civil 3ovrvice and othor expenditurcs

TR L e—r—

8) Tho thrce principal itwss of expenditure not mentionod
above nru militoyy exXpenditures, purchase of domestio supnlics and materials,
and the civil survice, dilithry expenditurcs must be decided by policieg
of military nocugosity rather than inflationary aspects. At present such
policica are deteruinad b the Allies. there da a central purchasing agency '
in the Mindlstry of Finance wihosu powers should be extendod to uffoot
cconomies and apuortion supplico and materinls within the eivil administra-
tion. Efforts should be mado to ainplify povernment procodureas and to
ccononudse on govermment porsomicl,

b) It is recomnanded that tho Italian Government oreato a
strong Iinergency Committeo on Economy to review the whole ficld of govern=
ment exvenditure and make recormendations for the elimination of waste and
duplication,
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III ——= GOVERNMENT FINANCING

The financing of the Italian Government defioit should be governed
by the following prinoiples:

A. The government deficit should be financed by the sale of
relatively long-term bonda.

B. The service on the public debt should be roducod by decreasing v
the intereszt rate on government securitics.

C. Covermment oredit should be strengthened by funding as muoh
as posaible of the floating debt, (e.g., Treazsury bills and Central Bank
advancea) through long=-term borrowing.

Rucﬂ_mmﬂnﬂﬂtimm

A. A vigorous bond-sulling campalpn to draw in savings should be
launched. Enough differcn’ types of govermment securitics should be offere
to appeal to all clasees to abuorl the maxinum amount of cash and deposits,

The emphasis of the program should be placed on one standard
gocurity to be offvrcd to the genuvral public similar to the American War
Savings Dond or the Uritish National Savings Curtificate. ZThis securlty
would bo sold at a Jdiscount with interest accusulated over tho whole tourm O
the bond and rodeemod at par on maturity., It should be non=negotiable and
might be rodeomable on 60 days notice, with a financial incentive to en-
oourage the public to hold the bend to maturdty by penalizing carly
redemption or piving a borius on maturity,

fmong the othor sescurditics offurcd thereo should be at least
one predominently lottery type, and for banks and other large invesiuors
oric negotiable but regictercd sosurity paying a fixed annual income.

Fe The rater of intorest paid on governmens borrowing ahould be
roduced. The rates on B.1,0,'s (short temn Sreasury billa) at the prasent
time runge Srom 3. 2% for a one monti maturity to 5% for e 12 :lu:mtha1nﬂ1§r1u‘it:
In general, a reduction 1o rates of around 1-2% for the E,T.0.'s, Jg-lfh for
the savings bond, 35% for the regictired bond for large investors and banks
and a 3% not governuent cost on the lottery bond, avpears to bo posaible in
view of the great abundenos of liquid assects in the country. This program
should be part of o propgram wiich will include reductions in the structure
of central and comueroial bank intoreat rates and the elimination of intere:
on gight deposits (Se¢ section IV below).

0. The intereat buden of the public debt issued by the Mussolini
Government prior to 25 Jduly 1943 should be reduced as poon as posaible
gither by taxation collucted at the source or by conversion (redemption or
legislation) into now registered goveriment bonds ylolding not more than
}Jﬁ. td redugo the intervst burden on tho government and not to disoriminate
income in favor of lomders to the wucsolini Govermment as against londers
I'r.. to the present Goverrment,
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D,  Active support throuw'h open-rmarket operatiors should be given
by the Banca d'ltalia to maintain ypriccd on guvernent securities,
and to encourage the purchase ot govericwent scourities,

Iis As moon as the sbove proprun hag provided an adequoate al-
ternative, tho prosgut vrocvice of borrowing from the centrel bank should 1
be resorted to by thue Covernment only in tincs of owreoncy and for as shord
a time as poosibly,

T:'erL'lr"l-vI of _“ﬂcrfr;;uuu

Work shouwlil e bepmm bumedintely by the Mindetry of Pinaneco to
prepare the issue of tha war caving: bond for the genorsl pubiils, the
Fih bond for Llnrpe rvostons Lpg 1oavks: , aq:d tha lettory bond. Tho
meazures of' swgort for the covernent tond merket dhould be put into
effcet coincident with tho lawnweoniag of tho new iszsues,

The roduction of the dnboreet rmte on the outztandineg public
debt issued by the Mussolinl (overmmenl prior to 25 July 19453 to ji,{;
registored goverrment bonds sliould wale placo as scon ns poszible aftor
the liberatien of Rome, The policy to be adopted on the debt icsucd in
Gernan ocoupicd ITtaly since vhalt date should be detormined only after
the complote liberation of Italy.

IV === BANKITG POLICY :

A. Dankdnge yolicy should prevint credit cxtensions for all
apeculative purpoacs, including purchase and with-holding of' stucks of
commoditiea or to t'inance congtruciion, which would rosult in the bidding
up of prices rather than in incroascd production,

B. Crodit should be availsble at low intercat mtes to finance
approved productive activity in order 0 keop conty of prolucticon low.

Ce The Inspeotorate of Danks vhich is now under the Banca d'Ttalia
should bo made dirvetly responsible to the Minlatry of Financo and its
work in controllinge thoe oredit yolicics of bLanls should Le congtantly
roviewed and stimdlotod, The Tnepeelorate in its control over crcdit
should work in cloce cooperation vath the npeneleps of the government in
charge of' conatrucstiloi, price convrol, digtribution and rationing,

D, To gtrungthen the position of the Banon d'Italia ns the Contral
Bunie 1t chould be prohibitod Crom sngaging in eny banking businesa in which |
1% oompetes with other banking instibutions,

| B W rovment of dutorest on desand depozits by the banks and by

tho I*‘n.-_mm. ATl whauld he nbolishicd,  Ratos ::miri o time and savings :
duponita and on postal uviag, bonds should be lowercd to yates appropriately

relatud o the proposed new goviement bond rales, As w suppleucntary

MR B ef' eontrol tho banls should b rauidrod o madntain onsh reserves

vith the Danca d'Italia aguinst thody sight liabilitios. The roserve should

bo fixed by the Bancn d'Italin in aonsnltntion with the Mindastor of Finance.
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be redueced o - ¢ to decra: te the eonts of ctootind coviorce anl Pro- J
dugtion, Ax Eiosg rotes dow Sreaditionally Logedion the efideinl diseosmt '
e or sho Peanen Arit: Lia, the Lcttine shounld b lowered 1o a0t more bhaa
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ok Prom thel pmcent G50 viilo, i

G, 1@ au cusenticl to control cpeoulstive axtarcionn o erclii
ounlaide of nomnsd bt ine il crotit elitvnnels. Mo asdee sueh cantrol
poceilie all oo rmnsuctions above @ speciticd cmount eliculd Lo
reploeesecd wibil the hEpectoralo of nkg ¢4 nie=. aidaito to entforce-
ment at lawe uo Lispsctoctle 310 fpody the sme abiadsde of

des i oL1ity o thaco arolit exbanninsg B aymindos tosthona by bane

e Lll Brids of heeror coouiilulee e pass bao=s ahanll bho

Tortidden oo S6 to climincie s avenue of evasion o toootion and contirols
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It 1o the inteation oi Ltha Allied Contzol Cowdsoion and of tho
Italinn vovermment to ocomvia't the nrvsent heterolencons clnsonars intoe now
CUI2NICY L0 Rovmn ug ponsiblo,

- Thia proaspective cwyenoy oolive: #ion will provlde cil opportunity for
decisive acticon do abeorh oy fnooul | portion oy e vogens purelicing
power which is noecesadindy dongerons threed do $he stobility oif LAGH,
A8 the publie biedvas dite curramyy Joldings to vhe banls and othesr dosige
natol dnscitutlons foo sonversion, either of fwo stepe eonld be talen by
the wovermuend:

{1] L1l currengy holdines cbove o cersadn adnision, mad all d TpoEity,
wy be bloclied, aub,i:ol o controlled withiravwals.

{E} ot at t'ul'_“t'l’f.‘{'_:h."-';r:,- 108 i LA 1rasod 'on &3 clurrenays and
tleniouity ahowe o cecisin ainiowh and possibly on oblice

spaosiilod Jgqudd anoobe,

Whichh o' tllcoe oiany sghiould be taion sl when thor will be most
i elfeciive, oo dealoiong whiah deoersl on Gha med 100 gildh which the
Yemiindes o ITtalyr is D-.-.m.ulit-l, Ci1 GHC gerdioaumdas o cthe inrlacionnaTy
slobion whieh will face the Itnliam Govoenim =it ot tho tiae 01 ovile
versiod, ad on the deteoadincbion seith whiicn the % 0400 Sovernrsmt and
peoplo dacide to attool: the Indflotion problos. These deedsiong moet
Tianlly west with the T8alien Goveinwmb, T4 o clacddly vwlesin bile
that the allies should dictatc or sewn Lo dictuto dooisionn on matter
of gauh ¥ seuching olitical, socind, and cooumiio liepordarot,

)

4
'
!
l

The vicwe of 4he Comyitice nre tha followin i
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A, A blocking programno has. anre- disadvorrbages than advantapfots
45 ndvantage is that 1t ig lese oxbrome than a hoavy tax on liquid or
dher agscts, Its disadvantages are that it may Aissuade the publioc gub=
iequently from depoalting ita savinge froely in banss for fear of ad-
dtionnl blocking propremnes; it involves a cunaldoiablo adminigtrative
sk of unblocking Cfor living exnenncs ond other permitted uans of blocked
undag and any luck of cnergy or scrupllioucsncts in adninistration will
ako the moasure ineffective as wn anti-inflationary device., It is tho
Aew of the Comnittoe that blocking ia not an adequate measure to desl with
che inflationnry situation confruntivg the Ttalian Govermments

B. 4s o purely Piserl device tho dixation of curroity, dencgits,
""" ' ' 5, in the

nd possibly sgsuriuics at bl tlae o currency conversion 18,
judggnent of' the Comnittce, boattor swleulated to effect the soaking=up
f purchaping pover which the prusant gravu prid 131*Dupg'r:tivu1y ovon gravor

sltuation requircd,

1. The objoctives of such a schure would bo:

on the prico control

a) To leasen the potentisl pressure
ligquid assots 1n tho

structure arislng fron the volume of aubstanding
country.

b) To tax the hidden proiits derived directly oT indirectly
from inflation,

'3} Te provido irnformation which will sorve as +he baasls for

the succossful administration of a reformed tax Byatoin.

d) Ta ruveal forburis anquired {'rom rollaboration with thu

cnemy oy from violations ol goononie regulntiond.

¢} To give the people conffidence 1n thulr currency and
agsuranocas that infletion will bo contrellcd.

2. Tho following is proposcd na ono method by which a combined
currcncy conversion and tax could be out into effect, All outatanding
metropolitun and AM lirc of the cor yination of 50, 100, 5C0, and. 1,000,
and any BiA notes and yollow seal dollors rewnining in eirculation will
be roguivad to bo preosentod for conv
a poried of 3 to 10 days,

ragion into new Ttallan currclcy within

a) Persons without bank accounts or nostal wccounts will:

lg Procent abowve currcucy, counted and amount statod;
o) g@igm ptatonont as o ovmorship and value of all

agouritiou;
3) Le assesyed and rocelve 1owW curroncy lean the tax.

b) Forscns with bank aocounts or postal accounts will:

1) Dewosit the above ourTuncy in ono of the accounts;
2) 8lzgn atatoment dvcluring posuuaslon and value of' other

rocounta end pecuritios;

3] Lo namitbed to withdraw in now currency up 1o 50%
of ¥he total mnount on deposit, but not more than
50,000 1live, wntil tax lso pasoased and palds

Ikl
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c) Each individual must complete conversion of his holdings of the |
above currcncy in ono single operation.

d) Notes of 1, 2, 5 and 10 lirc denomination will not bo eonverted
and will bo tax cxorpt. MNew notes of these denominations will be put in
circulation as the old notes wear out,

o) With regard to the proposal for the inclusion of scouritics in d
such a tax, throe possibilitics exict: (1) inelude only government sceuritics k)
fE) include all scourities, and (3) climinato all seeuritics,

f) Yicld of the tax should be hipghe ©o foar as rates arce concarned, o
there arc two possibilities. With approvricnte cxemptions to avolid unduo '
burdens on lirctime sevings, porticularly those accumulated prior to tho
war, a flat ratc could be imposcd by sctting the eonversion rate nt less
than parity. Alternatively, the rates could Le progressive. A flat rote
hag the advantages and disadvantores of betring cqually on all groups holding
liquid assets. The progressive rate hos the advantages ond disadvantoges
of becaring morc heavily on the groups with the larpest personal accunmulotions
of liquid asscts, Since o high flat rate in probably prohibitive, & pro-
grossive rate is a more proctiecable method of producing o high yicld, From
the standpeint of rodueing the potentinl prossure on prices, the smaller
fccunmulations ere the more dangerous to retail prices, the lorger accumla-
tions arc more dangevous to wholesale prices. Tho possibility of a dangorous
flight from tho lire into comaoditics ot any cost arises primarily from the
lorger accumilations, ..

g) The holdings of the otate, Provinces nnd Communcs, government
ovned or operated institutions, banks and insurance camponics should not be
subject to the tox, Charitable, religious, educnotionnl and othar similor
inatitutions should also be cxaapted,

h) Speecial arrangenents would have to be made for toax frec convoersion
of Allies' orficial funds and for convorsion of currcncy in thc hoands of
Allicd personnel with speeinl provisions to prevent collusion betwoen Allied
personnel and Italicn civilions to cvede tax poayment by the latter,

i) The final deeision as +o tho scope of such a toax and the choica
of* cither a flat rate or a progressive rate nust awmit determination of
cenditions in Horthern Igaly particularly the extent of var daunoge and total !
volune of govermient debt outstanding. The levying of this typo of tox
would net preclude the possibility of a later imposition of a copital lovy,
if necespary, to assist in rchabilitation and in the poyment of wor dounnge
clnimﬂ..

VI ~—~ THE RATE OF EXCHAIGE

Irrcepective of whether the exchange value of the lira as cstoblished
in Junc 1943 was too hipgh or too low, no change in the lira exchoange rate is
recommended 0s o part of the anti-inflation progriwme. 4An incrense in the
dollar and storling valuo of the lira would not contribute to the solution
of the inflation problem in the arce now liberoted nor in Northern Italy,
and would prontly complicote the post=var probloms for Italy, In any oasc,
in TAT 181 of 22 lMay 1944, the CCS opproved the rocommendntion of tho
Finonee Sub-Comnission that thoro should be no clteration in the cxchange
rate at the presont time. A comploto memorandin prepored by the Financo

5. sub-Cammission dealing with the rate of cxchange mey be found as an annex
g i thda L tp S
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g Cn 'ihe myply slde of e dndlatiorars: situsiion, Lho noocislcios 3
arg Two! -'1) to racord to every pawootictbla o ns to inoronso tha oupply '
0l poods, peiaarily fron domestia soiroes Lul cypploaiento.w. Ly mdndmul
ecuentii ) Lmarbas tnd b) to direst inlo oonlrolled newrciy ndiging channeln
the itens compidsing tho winlawm subsistence stiadiad of lcod arc olothiing. :
This piogenn 1o faexbtricobly bowd up with the jice coutrol measuros |
rougomaeidal 1w Seotion YL and the (doonl necores recommendod in Seotion
ITL to corl: up exceny piichl Bitg 1owecre Buoh step Lf on .L|=3:':.:-1-u1m:-.blp
port ar any sordous eliort Lo vontiel fucletion., Yo oo weio iy 1ao
meat Loportont = bo sontrel auply or bo sonvrol parrehnioing power = 1o
no aore profivolLle tlumn to £ e which blade of § iz o geiusols «Joob .
the onttingg,

The Bearionide Seetion ol the Commission rceomitesn, mul the Connlitee b
coraurg, thet in oidel 1o provide w mivdmw ol seoanticl comuiners  poodd -
ng nn induoenent to riemena to bidne thedir cropn withing govermincntil
control vnd to poovide o inimu absistence Torr ¢l pusitorns 1 tho
libucated netions ol Itsly, there et be e nectied Inceerso dn the
spnly of consumers  poods, 12 ds also tecorinisec thal ghortnge dn
ol pnd g shosl panition in sovsunern  goods dAnduateies 11110
Vildked S8totes «nd the Unitnd Finldom aidddstes nstuast anr congiderablo .
inoreise a1 poitha to Ltldy ol 1) Il amppllcgs It in theeloso

-
i

Lo obidectiye of the AlLTia? Corerol Consiseion snd ol the Lteiian Lovarivacnt T
n no e aa poreible to bdng chout the dvcierce il the msaymly of

conimozy  moodd throng doaetblo produciion snd munideotit's, in Lhds

wiry, it ds hoped 4o obteiy a weodmen Laconce in olvilion anppliee writh o

lndmuwn dmpoct ol oonmuanss poond cod Bhoso yaaw aetordale, ogquipment

and feansport swideh woul, vike soseillo loeal producticon and disteioution

of conmmuaars poows I guusshition omasidaeied gosentinl,

b odes to Laplement thin, it is necesoniy wo reviow tha oupply

pioutiie overnll (il the two diutinet wramriae thet nade it ap.

} Hoesonbisl consier' nols
b) ‘Tomoiion poods foi ectoonhizl loeal use
it FESMITIAT, COVSIDR HOOIS
Tids outopory ol oods La goponilaldlyr conpanel of welial roods

doghiZwed o peercnt eloaryction, disowe cnd politio ]l or econcitic
disominz,  knesw noodn are in ericot "indehed poode! which oro i
phiovt supply or now=aviatund in the 1iLazeded raen, WHoy aio the ‘
initinl derlotiomac svearhead it properly aontiollcd s dhis oiuiopory
cOnuiots whinly ol

| Y'ood
| Clotitiy = Footws e ool Tartrles
. lwditenl Sy ldes Civelints BOGEH )
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Food is cbviously the most importont and the most eritical, )

1. Crop Anessing ond the FPrond Rpticn:

Tho most encrpotic neasurcs must bo continuod to collcct the o dimm Al
possible quantity of grein friw the om ung hedevest for legal distribution
through the rationing systen. Mo this end, the price of whent has been

increased from an avernge of 400 to 450 lire in the past secason to 900 ik
for sof't wheat and 1000 for ha-d vhett, por quintal, in the harvest now '3

Bpproaching. lorcover, uson recormendntion off the Chict Congaisaionor,

and subscquently of the Coumittec, 4llied Jorco HNeadguerters have in-

cveasod the bread ration fron 200 mrema to 300 groag per day, cifoctive

July 1, 194, ns a mecns of recacing the denand in the Vlack rervicet ond

the inecentive Jor groin speculotors (viether nrodueces e oth ..1} to

withhold grain from the lepel nmorket, Sheee measures orc ecaleuloatad to

moko ponsilleo the anmnssing of the mrociniva of L35 of the whent citop and ;
aro eonsidercd iludispensacle to the comtrol oi inflrtion. Ifhe only '
hopo of holding woges at tlhoir prescnt lovel is 46 neintain a rensomble

ration (300 grows daily) of cieap bread and to incrense the number of |
basic nocossitics avnilalle to wage cornersa in tiwe legnl merl-et. Onco

wage incretses unnccorpanicd by lmprovenent in the supply situation arc :
reaortod to as o neans af fwcotirs tho problea of rising living costs, |
the mein bulvark opninst indlation will bo dostruyed, Conscyuently the
amc.ssing progrom will be extendol te elive oil » bulses and other basic
loodse fThe Italicn Covernacnt, cdided by the 41liecd Contrel Comiszsion
is proceeding vith this phagse of the inflution~control progriiuic,

2y Olivo 0il Defining:

e i e - W

The provision of cven 2 nederate ration of olive oll has beon a
task of the utiwat difficulty » B unofificial pricos of olive oil hove
boen hizgher in proportion than piobably any othor conmodity, Refining
of oile of high aecidity cnd treotient oi olive residuo hag boen praotically
ot a standstill sinee the occupttion, owing to absonce of necersary row
mateirdals, especinlly Coustic Sodn and Carbon Disulphide, 720 tons of
Coustic Sodi wus roguisitioned for Apulie alone in Hovesber 1943, in
4pril 1944 1o first 150 tons crrdived, During thic tise large quantitics
of Incedillo oil awmitod velining; had they Leen nade aveilnble thousconde
0L tons o1 odille il eould heve Leen marloted &t oificiael pricos. It
is estimncted that the Caugtic Sodn nov requicitioned for olive 0il ro-
fining vidll nel-e sufficicnt edible oll ror o rotion of 300 grouus nmontaly |
ror the southorn provirnecs of LAndy for at lecst 3 nonths and leave sup- ’
plica on hand ready for +he refining of the now scason's crop in Novenbor
and Doconboer so that oan amnle supply of olive 0il from the bopimming of
| tho new harvest will be cassured, Stoclks of cdible oll ot prescnt will
not last tcyond July and the now crop will not be aveilnble until Novorber
| 80 thet the Cuustio Sodn roquisitions nro urgent 1y needed,

Je Iood I rocesaing:

=r . R i e - W

: In sone repions there esdois a scosencl cxeess of loconlly provn frults
and vegetobles wiiich cinnot bo prescuved ol tronaported in their fresh stato,
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shera thin excass avor Loicdicbo dawsnd exdeis, the peoos yaping of chis

axoovs will help te even Lhie Tlow ol 100ds A il g relicve poico 1I‘u: s1) ksl

Lt hos buen deelout to procesas 5000 fong o pegled woWw toce (nd 20,000 tona

of Gomuto piste, 11.;1,-.‘. Uil lmost oy Tdeddros dish and yioh i1 Vi *J-mm.

9 plents will pratielpate in the piok ol the pealedl tomecoud and woout }
KO iu bt of the posbee 11 these pl ands nxe fow wefdy e opeinto, OF !
yill be meele so Tne Lhwe Lhae Blle sosuon eoiricod by cosamrita ont of A
winoe repalrs with witerd e Lot cite wviddable Jloo Litre ""‘-l“ ﬂﬁ-i}ﬂ”'tiﬂn _ '
oi thilo PO DL |ﬂ‘1_[ aovLade AaX) Sors o R s B Tnable 20 l:l":-l-'«-ﬂl- vt tines ¥

of' sorsuwl sooecllr ot rvooh vavebs loss  Unlony dlgleu 'l::-".. off Sirdinian i

Conl nart 1000 tons o1 loetl &0 ll widch o .-'1.u.'-..-. vor thia progsam SI

obbainod, ol ardless the reguicliionyg uhish havo Loer nlaaed 1oz the sinall

mwnedtics of proretviag and puohing e .‘l, nra net, this wxtyenely

Lipoctent volue of deodutudfs will be 1L:|:.*-.

he  Pood Tnyonist |
Dosplta tho incro sad nidiclongr i PHT AWt b w 4SO P AT 3 B nduotion oo largo

mantities ol cdtvle olive oil thddoush wle ol of swall guancitics 0L

Oauelic Soda and the prapervetion ol Larg: aw ntition o neasonal frults

ant vepoteblea thwoaph tho Limued ol Bl 11 quantition of PG SCVLTLT il

pacriopg netericls, 1t Lo dneviteulo widno whe Sy weinee front i Tty thaw

sone baeic imodstiuifs be Lwortels Ay policy ol varcaaing for roduetion

of Aaporteh Toodstvlys Lo dais hedss nlsound |5~..L.::L* cerasemt conda iomie

J-.U"l'll' R3] Thos. e ]"L'Ill_.r ToU bRy i’ 00 1 B ':k g ek | e bl .;1-;-_]_." 1:17m._';._-:_|i.h_fnr'1 ,

torsitolyy 0 eIy 4:1-..:' ooy ad e palelio L. lo nooured off & retsonable
...11'.1"1‘11’ ot pasentLal Trbne  bdaag nyickl ;,|_;-., ir caices e to ba ket
dent Loy potschnble .":.-’-

Mot in Locort yoe to ool aro elotoang ond footwencs Gondraiy to
Hlons ol fho Sap g 3 Misaion formec fpoa en incoanplede SILVET,

The 3

||—l: % l'r.q-p b, = Bw i " N _'t . | - F. - 2 k]
Ehi Dol tee 1s tgounmne s [ £ 1 poanoervell il e ..J-JIEIF-'J LI YL whe | anrle
oi tro conmmars oo visbunlly adhoustods  Poovision of clothing and shoes

fyvy ennentiall oy culido Tpaninas

a) e mantedn the sockdnr el Mloiong on odvallion WOLCTD

b To siwcinecin the ouietinewhga leval

G T Ladure embivodord o doliven bEligis erops
Trnsofoy oo Glione pouds vre Timorbed they will fvve 01 fpontant sl b
WdilaGionay viiect; fauly Ny oruvaikin. an Ly vbiva o local. 1ood ]_‘-tﬂi1!1c1'|'.im*l.
Ll -.:tn.'_.'lu.rl,.um, et Rcllae ]y ceratili, hey mey sconelly o1 et 4n coornonl/

o1 world surpllos and o ned paving of tonrunce :

f1uol'ads ap Luctd Iooun Ase 1-':{'::'7._1;..!' RS 311'.:,‘:t_.'l|, aven ! t'll.l,",]"l T - T et ol
materinla cd [‘1'!_'.1_:.!_' 107 2 IR D Sl ¢ SN O s RS b a3 18 R ALl bk S B S TR B & nrdocs: s radicod and o
net savine o tonave rofulti,

3

Regrdpdilong Lor dy m ts of alobthing, rootwoir, raul materdals fov theix
et aticrd and venode wece foxweaded by bhe allicd Control Comuission to
it | B " 5 d = i
: A111ed Forco Hesdduarbecs on Harch 10, 194  These Toqulul oo woiw for
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tho population of Bicily, Sprdinia and the Mainlond ineluding Ronmoe and
weoe based on 11ty perceunt of ithe elothing repvicenmonus per million
poople in Norih Agrica based on thoe eperience of the llocth Aprican
Econonle Dotude :olter soreonins the reuulsitions and reducing the items
conaiderubly in quanlity, AFHQ tuorwirded the recuilnitions to C.C.A.0, on
April 11, 1944, Turthor recomnendntions containing moderate alterations [
in the requisitions wore sent to AMIQ en June 1, 194k AFHQ advised us a

cn June 8th thet althoush Veoth gets of recormendations had boeon approved

and 1orvaaded eee "it dis doubled that C,0,4.C, nus tuken any stepa to

implewent 1illing of this order, The ttbitude or the Supply Sub=Conmiitee o
probably hae influencod thic comditinn®,

in interin repoit on the poseilbilities of donpotic production of
catten [oode yne forwrded throusgh AMQ to C.CedaCe on 21 Felruaxy 1944, i
calling foxr 1,000 bulee of iy cotbons Upon susgestion of' LTHQ,
requisition for 106/150 tuns of cotton for initintion of +the ProAtun Wi
forworded to 0,C.54 on 13 Moy 1944, Do i'a as known, no sotion hag yet
beern token by C.l,S,

The Comuitteo wiaoh to aemphagizo the c¢xnirene inportance of meelting
these requicsliions limeddiiloly g mn oid to conbatting inflation,

Co FRODUCTION, GOODS JOR VSSTITAL TOCAL USE
IThis ettegary of poods ie essentinlly corpocged oi those goods

dosipned to et oertein koy parte of the Italian economy functioning eo
that the lielicns oy produce o munber of bamic comapdities ia order to
maintain minimue cuboistence for themsclves ratiior than to import them
rron obrocds Yo the ectent thet o procqam o produsing essential goods
in Itely for use in Ialy is succesusfil, 1t willl Lo posuille to thper
aff the ropdrcaenta in tho "Baasenticl Conoumers' Goods" catororys In
that sense, thereiroro, thuse iwo ocuterorvies ol zoode supplement cech
othor in poinyg of Einag,

the Counalssion teels that the success of tho supply phese of the
inrflstion control prograwn doce not rest solelr on whia Conswanrs' (nodn
progenm bul odso on the eiiootive plamiing cud Imploaents tlon ot the
PI‘Gﬂtmt"iiLcrn UGoocls proprea, This propran io breolen down inteo two Ypeun
Ol supplir:

apriculiural Supplias
Industricl Supplice

be dpciouliweal Supplios:

Lowsh Lindy as o whole wae tralitiomnlly more o loss solf
aultloient in hor food supply, the wie yorws have periously Lmpairel this
produetlvity and oomoeginitly en erponded analysis of the neads of the
Boll cud the related toceusories of produotion is now in progeonn by the
Beonomde Sootion,
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In order to iuplonent this program, cortain bagic essential suppllcs .
arc nucdied; 1.Ce,

n) Fertilizer end Insccticicdes
b) Sccds .
¢) Farm machinery and occoeasories i

a) Fortilizors and Dnyscctleidos: 5

P E— b ———— o cw— s Tl W §

The full requirenents of fertilizers for Italian agriculturce in
Libcrated arcas, 1p to and including Rone, ore 389,000 tons of Supcr-
phosphates and 111,000 tons of nitrogenous fertilizcrs, Their importance
is roflected in the fact thet one pound of fertilizer is cquivalent to
six or soven pounds of fools Unicss fortilizors are distributcd baefore tho
planting set.son, which is iloverber, therc con be no effect on the follow-
ing swiaer horvest, Poart of tic requirements can be mot Trom local produc-
tion to the extent that cfforts ore successful in rchobilitoting the
fortilizer producing plants. For this purpose, phosphatc rock rram
liorth Lfrica, cortoin chiemicals and & limited amouht of industrial cquip-

ment must bo imported, It is now understood that Phosphate Rock, to

tho totols roquired, is aveiloble and can be shipped, comncncing fapgust,
subjoct to the approvel of 08, If the rchebilitation of the fortilizer
industry can be carricd cut, Southern Italy should supply about 255 of
its roquiraments of superphosphates before the end of the yoar, Imported
nitrates have been roguisitioned and unless these requisitions are mot,
there onn be no hope of reduction in the tonnage of imports of ccrcalss

In viow of the difficulty of obtaining supplics of Sodium Nitrato
or Nitric iicid for producing Sulphuric sicid nccessary for the procosaing
of Phosphatc Roclk, it has been arranged to process imported Junmondum
Nitrate fortilizer to provide the necorsery Nitric weid and to reiurn
Ammonium Sulphate for cgricultural usc,

These roquisitions (now reduced to & minimum) must be fillod since
tho arrivals of these supplies will onsurc:

a) substantially increcascd hoarvest,

b) reduccd food imports,

c) inecrcased cmployment in Agriculture and j
in the fertilizor plonts,

The rchobilitation of the Sulphur mincs in Sicily is important in
order to provide Sulphuric Acid, carbon bhisulphide and inscctigides, all
of which are ncoded for moximum food production, The estimatod sulphur
roquirancnts for liberanted Italy, Sicily, Sardinia are 75,000 tons for
the twelve-month poriod onding Mey 31, 1545,

Production of sulphur falls short of the estimated roquiremends bY
some 50,000 tons, Two small mines arc working at full production in tho
I4olion lMadinland and producing some 30,000 tons of ground sulphur oro
(3%% sulphur) per year, Sieilion mincs are only producing about 12,000
tons of block sulphur (98-99% sulphur),
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fhe o omodnetion ol the <lollarn mlied Lo DEUIRCLLS
sufficient cloctrio power snd lack or mining supplics, unlasa the _
" 1 § - - pi - . | L - f
saquicitions for wining supllies ploced din Jamary 1944, fox Sloily, ol
Lpril 1944 vor tho modnland sre gev, Bhid 1o motion cicmnt bn increroods Y
' b)) BSeeds: (Soeld pobialoss) 7,
; Avnroxchaatoly 57.000 netria tona of cecd pobatoes wore iaoorted ror T
i Lil "'{' *:5 ) ¥ -
‘ the prosunt orop, U6 1o 0% Gageatol e U 3t L)L De nocasiiny 0 Liport
L. frly acwl pothtoos Toe tne 192440 i)Y 20 g Bl okasoiis  pIol ity
; reporte of the exoallowt crop nocbll of Mote fadl S anterd Ll
L
l Prosont 40desdi-ma e thnd theve will Lo no need to doport nore bl
i 10,000 metcic tong ol gordl pOG ous Lol Tho 194D o eI'0'e
L
a) Foaan Fachiner:s and doecssarlon: |

rior 4o the HEberation of 14y it weo recopdsed Bheet The dean
paciinocy posiiion vondd be it el bt dug: o ineroroed wiildsatio

chaeant i | o und tHe goisnlets aboonoe of dooswotic produotion and Ii_..’T‘.h':!'-.“tE‘- -,
in ths years 1940 Lo 1940, 1% wen fomd Lpossille to prepire rosulsl-

tlone in tdocate detnil dn biwe Cor Ghe onsrent 20on yoLd dus o T

monopolisntlion of Lhe TEwiloan fiamm picharery mealenh 0T molyy Fonrd by

Gorman snpliors acd the coneeqnent vordodion Jrod dpes and prddoins

sendily avciotble an thie Ugid, fnd Hele

Tt in now boo doto in tha ciop yesr Lor dvestol ppeienlbosel _

psahdnney ports Lo arsive in tlme do sdifocet this IWIVGLt. Conuibelizetion
avl Loaorovizetion hee Beott wblldsed i a1l posedble eiesge For gRranp 1o,

= ~ " l i E X L. | " rwh B i 1 i T i 5 g Lt -+t T
bolting 1o one of the mosl dritical lecms ond ot the pRecdres TLulo 1iro |
h[j:;g{f NI Tu_';'j_nlln; noael Lo ht‘:ll'l.'.ilj..":. l:‘rﬁ‘L.."_'.,i:L{:-.!. l’ﬂ-lUiL'l-i'tiL“ﬂ:E LT PN Jl.l-'-]-;'f
Veing prepoiet widel, i thar omn be ced, will subitontially incroaso the
viold in o naxt osop year,

' 2, Tiuinetasind Sonplios:

1
=l B 8 R pra -

onaal the basie dgtoritat=s fuotoen tn bon Siadd of Tadubsial
reunbilitation iv thw natuns of co AL oenddes 1ol fael widei oo be nle

| lopcotbad, 1 whntle 2o Lo Lo 4 Bunaexo T et iade (10% 1o~
connhvnet) biolo esuaniial Tndunstipios Dot the civiliin coonong, wh
+ ‘olloving Lo oodints uet Lo eatabiished:
1} A olour nelior to Livie eilsct,
| | Hﬂ A spesicie masthls elloadtion ol Coal
to Jnmleenl it

Cndyr withiin 4ds net=m oun o freticl plan of rehwbilitation ol bacie

BoSeafien il ——— A T

opauntinal induslirios bo Yoommilivied,
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busia of ozt ST onard ovicig, I incluios o e e varlely or
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aapl ﬂ*“" Lo n:'].,,-_:;: Lo wrions 'E'*""“-f’..: .-';'v_ Hipg <0INE ol daec wero
ehosel with repay Lo he oot welvieo N L ml tm*m--ln. Ll s
LitdGed unibar of $hn Iron snd gba 1 Brhat !11 Bt vero desimnntod e
[HSCLEUTAY Usire sunh nE Aoy 1 'mwagy ov sbocl | i Lo Taciliinto

the paoldny ngid gsm ozt 0L T altiie fimdty J.:r..-.'r.ﬁl o Yo avils JBle dn
‘[-ll.l'._r -'LI-":.!-I'-I

DNt Crymi: metsles G l. uaitician of tha tonetm soun otals wom
providad for' e My Goddettng Clwe oot fors Jonmayil Lo nm'f 3 FatiF S

Plivabine agul e A R T '-'i'ﬂlu thu _:-1*1.:'1""-1 WO ol sonva
dizchognl fj,'.J..,-.-l'* do nng 0 4031 she toope o 1144 PO, 1t woee
aumrct that vaidong orpes ouprlies wero needued ror ingks '[.1 tional

plunbiang swpidy e D lioeaent,

g f L B

,F}__l Pl 1] r-'._m LProwigin: The 1iaves 2T, nanals nowsprmint, wmo
plunned Jor the dibserioc i 0z ems, vital to £ 0 o umwi‘i--_ ilorcea,
dand to tllu :.h;?, L,  (rbher paper produats yare dosiomed fop r:;m';'i:-'..luu...':;,
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Woanping wid stationory

{l_{'u_.l_._l..i and Leathor: l"*ﬂl; to:iuilep .-Hll.. ble Yar protective covir-

in['j” -‘ﬂ"-lhm LGS D el in L'E_..,_.L 0 e 1l MLTE L'I_lJ_tl'l.l'l.L LG vy ”“- .i.-j-l.ii.i...
Lwine and gac oot 4al lontlnae el Gl Lt weire Irm"n_dui

:hn;tqm_ o Peoduots: Dun to the Lok of inboimetion, od the i ey
thie very 1mioviant otg Lry wns ondbteds  Yho Nordls Jiviass eeperionoo
reflools .4 "for ihe lnc of a fin belt or o opac pluz o & $ir
undrads nd hmadceds 0y vanlelos weiv 4 G0bllived" ... Tho 4m u::u*l.

ol thig onlamoin is soli~cvide: Ly

Se A TOUTON 02 PRODINS AFD) FAGITIOTES
Ay seriouws oifoit to bring wbout an ireeeass in the iy o1
coiisutexy muods S el doneztio nroduotior nacoens - v dnvolven the
apvortioning and oo ion o olackida Lewexr, el and drigisort “nd
I:}-.:I .1'!"].- ]1-':.'.:] r'.--'.c} :T- II- e I-;l._.iir..], f_._li!-i'r:lrr;li-lt.

e The ngdieuli: 1 opd Incedading paotaation o 1 Lharnte! Ll
il convrioulo to the war 0ok 1, Lo sarsr 1) dvactd. Yo 8 utilizad
by tha A1710d - ‘orees oither tame v the o eor iptlon of piotols op T
Ooocupegion faul oneratlon ol varaiionsen, veftinerd: ty 1 |1:.'Eﬂ*J~‘E', uu:. hy
contribubin: to tho Itnd Lo partisipniion, and L) indira By, b makdne
13 berato .sZiJ:*I;- LEED copendant on iny t.fI'F""' B0 the l"‘r‘r':_ I _.i1u__1j|.l.i-_1*1
eidduntinl to o parseevetion o aric > behind £h Linng, As nub 2octh
1 dts memopvaahiog oo 12 loven o L5 2y Gre ol Lt T Covoern.ent Lauut Q1
ol" Alliad lovoae Headinii~ters pot toeh the 1ol Yol prordtice op
Swddenoo in tlio Ahilds .::J.Li-: Mol Lanlich resoliran [ |._|_u:|...n-.1-- eivilisn
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necds, CCS prdority cxpoits, roquiresenis of the Allied Forces and other
xporte, On the nane date, &lliod Forecoe Headgartess sutublished (42719

Adiivdperative ITcrm;ﬂnfhm o, ?u) G0 J'i.].llﬂl Jorao .,]_ll,,'_':-ﬂnl Noponrcon

(IL‘L"—]'L“-ﬂ) Botdl "ot o out the golicies of Ghis oadinartess in

repard 4o the lecil u"ﬂr’"‘lnﬂltmn'i. el : }_“I_. waction of au-pluH_,. - fueilitios L,

and services, @ sent rail snd wmber transport wnd petrolewn, reguired
by the militacy withis tlie THalion mainland ...." (he Allied Comviol
Commitolon wis piven wepresontetion on this Borrd o d, tecorling Lo
the (l.Ge3a Hanora.diun abave servised to, wite to "advice the Foaxd wrhat
locil resowrces ave il con be made 6viailihie ses fece, @11 such Jocal
resoireos 4o ace ot casensicl to oivilicn eadrengirta',

r..IIUHL. LR PR R ;......'.-1- .F-'.J-""flm'l..i‘.'l...-"' L) Chy aSed | ’L'|."."'-L'|.-.1. .U'i.-'ﬂlnl L v ¥ '.'—I'{."“."": i“;'-{.' 1n
e (8o 0L tle liphs JlCNZy 'r-h ek by Al Depiariiaen s nll CRLS
(Mazch 20, 1944, pivie G Lf'}.j: Wi ool desourcas Dowd (THALr) aene

hag responsibiliy fur apportiomine, wong the warious plitacs of
milibary Demitondlity ees GIIE ]-er"'] agolr el ol Dy u_l'_fl.h_ A .I!!Lr_'f
orppnization 10 be swylue t0 wooonbisd aividian digod!, I praciice,

this procedic o has not el rolloved, 'he Locsl Lesources board (T5u3y)
heg not only epportionsd the weesurees bub hoa aloo rade the Tinding as
to whot, resovrces wre surplae 'l:n coomtdel elvilian noud,

Dy 1'ma che viewpoint ol ~lloo 'l'.in- o clvilinn purposen tie
mindmum ajriculbival and iodustrial copeeisy nid I:Il'll.-|"i'|i.1,t wu.-:ll, without
imooriling the Allied militury olfort in 1 Lry wotrld mmelio the moscimun
pﬂbﬁlhlﬂ contoibudion Lo ,i'_1'|_f‘1 tion control, tho e '-":i;,"{}E Ehui:linm'l in
the preceding; paeapzaph L 1oy bien 8ol Mnmr ey 1) Ih s nob
rescrved to the Allle. Dontrol Courlssion he fiuwetion of deternining
whtt ourpluses of Lot nrodnove rnd 1 "".!J,:LJ_-..rlﬂa oot over noocnLouxy
oivilitn reuivemsntis, 2) T+ lew nol provided a procedure for the
continuous coview of requisitionod facilitice, particnlarly foctorice,
to deovermine whiether Allied wmilitoary use of then 15 0LGan ti61l to the war
offort., 3) It Lo nob broasht uodes one alloos ting body the various
Allied orpanizations whieh are, in root, enged in alloonsing Ite Liun
rosources == thet i, bund and moardine trenspord, coill, pobrolit, and
elootrie porer luore unt beon wer bie jnrisdiction oven of the sillied
Poicos ILocil Losources {lt.-x.'Liwﬂ O "Ce

0, It is thuref'ove xeomiviended thit there bo J.‘fﬁjh'l.i.ﬁ ol an
Allied Leomnmdz Gounsil (Ttaly) umder thin Chaismanelin of Lhe Chler
Comtlzsioner of the Allied Oontrol Commnitslon, which wortld ur-:lhr,
together tlie tesoirco-cllonsting eoeneles oF tiie Allded kForces 1l
Ttinlys ZThis Courieil woild have 'Lhu aowas or allpeating roesources ciul
facilities of nll rorbs wiewso there e conili UH e oladins betwean
militoiy nseos, CIVE LA BocE, Lid 0o te, vl alyo woudd havo: the
duby ol mudinuludng e contiimousn 'l.ru_ or nll rouudieltionad
tanailitios in order to detzamdine whaotive thpdir raleate to olvilisn
nse mar be cergic] out without Llndexringy the millitoy vitorte 4
propogol dedt order exbrbliching such a Cowsoll i appended to uliln
ronoatt,

N
- X -
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1. Whorcever wor conditions oxist, inflationary precsurcs arc ot works

5. The terins of the Armistice, the militory occupetion and militory
operations hove Lmoted and will contimue to Lmposo & VEIy doveic atrain
on the Itoclian coconoaye

3. Punsvey inf'laticn han buen so far aveided prinarily beeaune of
tho feith in 1ho Avdces and on vneritical confidenes in ihe fFutive of the
Ttalian fineacini ayaweme  Houover in Rome and to tiie Nowtn, thoro orda
incrcasing indicotions of doubt as to the future of the Liro,

Ly Strictor prvico cortrol, contrul of A ouvribution and of tho
allocation of conspier poudb, U wcboralls ond Squipaing, arc cirtroncly
importont, but fa tho present stove of supply will be palliatives and
insufficiont to avold inivlotion.

5. Althoust the financial scasures are importent, most of thenm
cannot bo cffcclive in the imacdinto Tuturc,

6 To provent repid deteriorction of the Itelian situation, some
inorense in the Lport of consumer goods, raw mtericls and equipm nt
is assontial,

EITELY W. STOIE
Captoin, U,S5.H. .
Chairann

19 JUN IMd4

—
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Appendix to TV, Sumply
T o 1V, Surply Recsmmendations
suggestoed Draft of (100 Administrative llemorandum
ALTIR FAONCEE COUNCTY, (TTATY) :
: = g — r—
le. In oxdor tn dnbompsio v Libevetad T4aly (ineluding Surdinia
and Sloily) tho eamond ladl et Lo 023 el avel, iHiitarv and Ay 0
sorvioas An Ll v ol 4ls mape ety Cy the ocverall develn 1:_...{ an’ o
utilization o Tiaidan vasvorcees 40 wiss odnetdlon gl drdustrial
;':rtlrm';-?x"t Mt e AL CERLLI LTS I the war affort, the Allied =
woonoinic Couteced !l Loy B Merehw mos 1 s i o
<y Uhe consgisucion of 4lc Cowisit iRal] ve ap foliowa:
i Chediman = Uil Cousdseioner, ACO.
i:l'l .'II. Fe Wl LT g |k .'.r f Loy B ¥ - Fa L]
] r ) -I-,”*J; | 27 J. t,....-, l:,{.vel.-J.!.,.JI ||,c[_‘1n|_-_l-3.11{'_: ...5'_':!31':1[;}]'1’ ACO
HGabtas = hiiiazeal - Al ted three ocal Hesoure:s Ttaly Board,
Hoymresantovive ' J in C Hel.
hooresuntatives of tho following bodics ghall attond whenuver
mattors within vlhieir jurisdiction ocouve Uy 101 aonpidéeration or when
oalled for a geneyal nceting Ly the eiairmans
General Fleetrie Noard, |
t.

Petroloum fection
Hilisaar ndilvay Sorvicoes AAT,

%

Modbo gL TH ., s
3. he Covnoil : ive tho ©ollows tuld
» Jne Lotnell shwll havo the following powers and dulies:

e I0 manist in the dovelopwnons to its fullost extent of
Z_I'Lalizu] produgvicn, induwsirial and tranaport faecilitics in the fencral
interant of' the wir ef'fort,

1.3' In earrying out this mandato the Counnil vAl) bear in mind
the overriding priority of tho mrlivary requirsments of the Alliad
Forcu:, _.':';LLh.j:ﬂ-'; o thin 4o Covacil will have re~ard tn the nccosuity
Tor doveloplny privarily thoss rosowesea , imlu-.tri..:, and transport
tacilitics widich mout noayly asszist €l senural war effort and which
redvec tho atrain on Allied imvorts of food and olbhuy contiaditios and
on Alliod transsort, Consiatontly with tho ebova, the Coueoil will

‘ auslat in the develowient of thoso nroducvions, induoirinl cad
tranuport facilibics whinl chouzh net diroetly bonefitting the war
cffort, indircetly do zo by inoreacing production of esgontial
conswier poods, choekdag inf'lacion and contributing to the oconomio
?:Lﬂ polivinal avability of the population in rvar of the fipghiing

QIroags,.

@ In chirying oub its funotions undor the last mentioned
EEL'E'.I"IJH'.‘LI"H..F;‘.:Z‘-EW'h, the Cowneil sliall anve thu rovier and Jduty of detour-
winding prioritica and vhoere negouanry of actually ullnr{ntim_‘, L=
aourovs and facillitive of all sorta (inalnding 1|';-Lu_:m*.mr'] whoro thero
aru oonflicting claling Liotwoon md Litaey usors anl elwvilliim nsora and
l- vxports,

.=




appropriate Covernnontal councils and apencies both

policy with the Council end to lmplenent such corre
Premeen] |
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d. The right of the ~moed Forees to roquigition ’:ﬂﬂﬂ:j&ﬁﬂ
facillitica in 5th and' £

G Army arcas, is not limited by the preceding
paragrash. However, guch roo

\wilsitioning, particularly of factorics
and other industrial faciliti

cdy shall at all $ines be limited to
the neads inmoscd by the military aituation.

€. It shall be tlic ity oft the Uoun~il to naintain n
continous revicw of all requisitioncd Panilitice in order to
det.rnine whother thedr release o eivilian use uay be carried out
without hindering the allitory elfort,

!-}I

Mnetionz of Alliod JForece loeal Resources Ttoly Yoard.

A,

~hw Allicd Force Leenl Rosources Italy Board will continue
to uxercioc

its prescent functions in relation to 5th and 8th
arcas only and suvbicet o the right conferred by pa

upon the Council to ruview fron tiae o i
11l guch arcas.

Armyr
m 3(e; horcof
no roquisitioned facilitics

be Thea taid Foard will nlso eontinue to exereisy the fune-
tion of allocating am between A1liod Huval, Hlitary and Alr Force
uwoers resources nnd facilitics slloctted to the Allied Forcos by the
Couneil,

os  The Counecil

Be Ghall dotermine its owm arocedure and will appoint such
sceretirial and stuflf as .ay b

¢ requircd 0 carry out its funetions,

b, May coopt othor mombors cithey generally or for the
congideration of any nartienlar mattor,

M RY appolnt comniitovs, sub-commitives and ILosal
Councils to parry out the policy of the Couneil in particular arcaas.

d. Iay oall for roports from any formation or unit or
momber of the Allicd Forces in T baly (includine Surdinia and Sicily)
and may take

ovidenos on oath or otherwlae as t£ho Cowell seca Mit,

6, I_iﬂ_lrl“tir:muu}_a_:iE with 1 tad 'J_JI'I Government

T ol ——

| The Couneil shall maintein the olescut rulationship with the
Ltalian Covoernment and will Wnplenent its decisdions throush the aroncy
of the Italian Government whonewver military or other considerations
permit,

The Council shall request the Italian Coverrment to ot up
1o corrclate
lated policy and

Yy to ocoordinate the overall developmunt of the cconomlio and

wuetriaY fanilitios of the Italian No

: Llun in accordance with this
diructive,

Wl
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Appendix to ITI Mnancial Recommendations T
REFORN CF THE LLALTAN TAX 3YSTFRM

s 1 N g

A.  Introduction

L. Yhe extreme woacnesces of tho Italian revenue wwmtom miy be sumarized
ne

(8) on asseasmont procolure thnt is beth undduly alow and highly
innocurato:

(b & colloction systom whiech invitea high couts, aollusion
and corruption of every kind -

(e) oxeussive reliance on pur quantum consuintion taxos,

1o make tho syatem brdequace as nn instruient both of inflation gontrol
and of balancing acwssarily large futwe budgets will roquire changos in the
presunt tax systun so besic in coneopt and in administrotion that the 11
offect upon revenues cannot be rlalised axoont over a considurable jeriod of
years. It is the purpose of this memeranium to set forth the broad linea of
8 comprehonsive medern nnd propressive sohumnc of taxation which is belioved
to be capnble of eventunl realizition, together with an indication of
dmargengy measurcs which will bo e noronrinte for tho inflationary situntion
and will hnve an fmuediate of'fuat on ryvunucs,

“he Ttalian taxaticn syatcan atoms in rart from the Kowzia, with such
modifiications as were uale by Hapoluon, It is similar to modt Latin syatams
and is dcsipned to cope with o larse nrovortion of mnuglers and evadors,
Thero apoears novor to have buen any Tisorl acomoration botween the
Covernmant and tho peo d, and honoe the system is based on tho spy nand the
informer and on the texation of things that can bo scon or measurcd by
inaxturt hands, Inovitably, therefore, any sucocszsful and thoroughgoing
revigion depends on the politienl foctor. Untll thoro 1o srentor collab-
oerntion betwoen government ond pecile, and henco botween of'ficinl and tox-
payur, nll rovemies bazed on uelf-nssosanont by the tnzpayer and on the
production of reagonably accurnte vedurns and adccounta will be subject to
aome riciks of a tuwornry drop in revenue yield,

s Tho schime herein proposcd will necessarily consist Llargely of a
rough outlineg, in terms of suvcelfic end results to be schieved, Dotailed
formilation of thao rrovosals nocossarily dovends on information ca to Italian
business, legnl, financial and noainl praotices which 1s at present lnoking,
kates amnd oxenptions must also depend on statistical material which is not
ww available, and any rates or excrptions horein E.‘:’.{J;!LEE?E}EJ__‘_‘}&LEF.EE of
dllustyaticom mw_;l,:,r _anl should not be falkken ns dofinitive roconmenJations.  In
any cvont, the technicol and aduinistrative points will Biot Bo Realod by
roaponsibleo Ttalian officiala.

J» In formulating this taxation sohomo » the following considerationa
havo boen dusmed to be of paranount importance:
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(b} that 50 f4r na Fossible Torlian adidotstrative orpunization
:th"|ﬂ.':.1 .l'-. Y CA l'v"_"lj g .'_ 'I.- ﬂ'.il='_T1=. i-;.‘- -.1|..|l't'. I‘Ir'x.'I'u.L '-Jr:-.-th-
rotgonnbly fPiciont ool l¢otion of revenug;

.
(e} that suffic ot flexdbility must bo nchicved Lo ke thoe |
TOvVehue sysien giiekly risponsive $o 4 lncionnry and
dofluticnniy: pros; e, Eus thet ot the sane timno critzh
GLebility of revenue mist Lo securcd to cnnvle the povermnont
to ecount on A L nimo bmount drrcssetivo of eurrent coormmic
oo B VWAL Wi T RO TE A
(1) that & workable lex avatom for Italy mst above all by skl
The exlstonco of a lops Lody of illiterate trxvayvers and
inefMM'iciont a diinigtratons iocs not et of miny: of' the
nil ustiicntas charscteristia on e Britich and Amorican svatens.
Theorotical equity hag, thercfore, in seme instancos beon
sacrmilicod to ainplicity,

b The balance of this mdnoranluwl iy MHyvided dnte e following parts:

Be Tricome Yaxos

C. Fxeccos Trafits Tax

L, Congwiption Taxos

i, Woionollus

M, Candtal Yaxos

o L8l and Gift Troias

e Wlseelloncois Taxos

Jd. Communl and Provineial ROl
I, Colleetin

Lo Timing of +ho Frograinna

5. Dudgete oy Fipurtas for revimusa Tor e Figenl voar 1942-43 (State cnly )
wore as follows (dn millions of lire):

Imyoato dirotte
S oIty tnltun
Livwwvebhle rroverty 500, O
Capditnl stoolk 100, O
2% salary contribution el
Hannganent eonmonsation 60. 0
xovas profite 350, 0

Perinnent taxes
Inoome from hueal real g roporty 150, O
Inooa: Mom Urtaon none=industrinl
budldd gy 250, 0
Fagio lneome taxon Hyehtly O
wUplemontaly ycosressive ineome o 410, 0
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Bacholor thix 2l 0g O
Property tnx (ecavital wnluc) 1,400, 0
Dividoends and incomne from henroer
socouritics 50. 0
) folnl dircot taxco 10,020, 0
Impoate inlairetite suwell affari
[hhcrisunoes and glffits 200
MoV bk - 5,600, 0
bl B S50 U
scdition .l gunin arl
oL aurntion tax 560, 0
Itndac L5, 0
(ROVorTment concousiong 205, 0
Amnuicimont a2 1i9.0
Plaxting orris 10, 0
lief'_l'.'-w‘ﬂlf.'_'._, CAALOIYIUY Eﬁ.ﬁ
Raidwwy Lovdht 2.5
e xie oo Sion 1,5L0.0
Inercase in value of sharcs 550, 0
Mortparcoo, &G 290, 0
Awcomobdle fireight 100, O
lfiactl lancoiy 14 8
Totel indivoct bunincss taxcs 10,415, 6
Iinposte indirette snd consomi
Panulacture of apdrits 450, O
o 1 baor 55,0
" "t Bugar 1,500, 0
N " pluooss 4. 0
o " -Ifr_.J;l..-t-_L-IJll.j ollp 2ha U
" b viineral oils l}lf:{]- ()
g " offoee B uhigtitutos E:j. I 4
- ooapreifioinl toxtilos 150, 0
- Miseean s alogtrio
cnercy & fixturcs 515, 0
Goffco L0, O
Total indiruect consumpltion btaxes 5,034, 0
Custong and import taxoo 2,250, 0
' Mononolivs 53 a5le 2
lotturius 5‘.-.”'I- ..f'

Grond Total

32,508, 3
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B: Income Taxes .

1, The prescnt Italian income tax system noeds complete reformution.

T e el e ge—— — p— e e

The present Italian texation of income consists of a hodgenodge of
many different faxcs, few of whicli eccutain progressive rate structureszs, The
more important ones sro as follows, the rates given being the inoreased rates
which ecame into force in 1944

() The "Richesza ifobile" tux; a levy won vurious forms of income
Beccording to their source, Thoere are five cateyorien: ’
Elg income from capital (not including rent) = tuxed at 2 it

ii)  dncomo o "eapital and labour coubined! (this inelules
corporat. ol buziness incorw and ulse tenant fammers) -
taxed at 185

iii) dncome frii vrofcssions - tixed at il

iv) ‘vagos and salaries (non=governmental) = taxed at 94

v) povernmental vages and salaries - taxod at 5/

vi) wages of seniporury labowrcrs anployed by the State -
taxed at 1’.|.._“:.

(b, A tax of 106 on the rontal value of urban shong and dvellings,
but with mosgi vost-World War construction tamporarily exanpt:

() A tax of 57 on the rental valuc of rural reul estate;

(1) A tax of 10 moon the Agricultural inoome of owner=-cultivators;
(e) A tax of 207 on dividonds;

(£) A tax of 259 on mnnagerinl comvensation;

(z) A tax of 204 on the incone from bearer necuritics;

: : ire
(h) A progressive tax on anmel Lnoome ovey 6 ,u{}{f& 1'rdui
whintover source deriwvoed: hntes range from 1% to 204%;

() A tax on the inemie of bachelors, ratcs being praduatod
according to both gise of income and ago of the taxpayor;

(J) A sliding seale of tax robatos for Inrpe familles, pradusted
according to the sise of the Taunily:

() A tax of ¥4 on the rental insome Trom most rpal osta ta, the
brocecls baing uscd o amortize o foreul loen o the Stute
gqual to 5% of tho wulue of the real catote ownod, p

It will be zcen that jncous from diffeorent solurces is taxod wvler
| differont lows and 8t difforont rates, being only brought togothor wdoey
itum (h), The law provides for tho comnilgory filing of semirate doclar-
ations of incows in the casze of mogt of these toxos. That is, the txayer
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is supnosed to file initial returns, nnd then to file roturng in ew’s .
gubscquent year in which there has beun o chingo in the mionns of ki INcomno :
from that assessod.  The returng are negod Lo¥ information on.y anll nnt for

! gelf-angessneit,. Pennltion in thoe Lomu of addd tiona to tax ore impoded £0T
fod lure o fileo on tine, In prantico,. however, the filing -""lr'{lw'*:'ir'-'-"”':'ﬂ'-l:'EIr ars
rarcly ohsesvcd,  Mamy Gapayoes @ $1literate, thore 15 no requircuent thad 3y
individuals Leop hooks Lo tex jurposas, and whero books amy keptl they arc
lilkoly to bo a set specinliy cocked for Lhe tax ausdeanol. 'nx officials makc
thoir ovn indgpundent asovso ents boaod on e 14l informiion supplicd by 5
invastigators and anfomatrs ol on thie applicnelon of arbitrexy an=cfficients iy
Lo thooraticnl Surmover (didzes,  Yhoy then bargain with each taxyaycr over
tha gize ol canli D o e tax. Moreover, nw ntlbounpt 1o pnac Lo pacertair
whnt income tho baxpaver retually did reseives 1k sA'fort 4a rather, by tho 2
s0 of complicutod and arblgrsry ro~of{icivnts, to cotablizh a {heoretionl !
carning oupneity of the taxpayoer or hils propurty, aml to wse that figure as
the Baszils of asseszuant. Such & ayatem is unbelivvably slow and innocuratc.

The diffictdtica with Italian taxation of incoina, 1.c. lack of d
deelarationz, falso basis of nssessisnt, linck of yprosresgion, difile rontiation f
of mte neccorling to vpource of dncome, elic. , Bre 4o bagic that no amount of
tinkoring with the existing syslon enn de wuch to cure thom all, It sccom3
nocesoary to devisce n syoten now in buth its substantive arnd administrative .
provisions, ? v

2, Proposal for simnlif ication Aand expansion of the inconc tax

(n) Intogration of Inccane Taxcs

It dis proposed thot Ghe inpocition of a separate basio rato to
Aifferont tmes of incomu, vwith an axenption Limit only applying to certain
categorics, shoull be abolished, and one uriforn hasio rete bo applicd €O
income Trom whatsoever source derived, Thia basic) Xt would be appliel 10
thrce vays:

n with=holling tax

(1) in the cases of wagus and aanlarics, b
ga for fanily

baced on tables taking inte acoquit allowililo
clircumnstuices ;
(i1) dn the case of busineas and professional 1ncowa, otic. , by
doclarntion, thoe computation of tax taking into account th
smne s llowanoea for fanmily oircumstances as in the oase ol

' wnges end galarios;

(iii) in the case of ingome from guenrities, bv a with=holding
| tax ot thoe full basic rata,
Aftor modification of the wesent excnption
eale, the basic uto, spplicable to inddvidunls, partnerships, stooh cumpanios
vto., alilw,should be guite high, eny 30-308, In the light ol such a high rate,

end i onler to socure effcetiva Progreasion, exioting excmptions and famdly

4 allownncos should be raiscdl to pay 10,000 lire vor pn inddvidual without
I depenlonta, and 1o 20,000 live for tho hoad of n frundly with 5,000 lire
E ndditional for cach child unler 13 yuars ol Rgo.

i
- g |




_.
-—-4-.—-.351;;!!.!'*

™

Declassified E.O. 12356 Section 3.3/NND Nu._?j 5_0 j__?

i I i — _—

- 37 - | ’

e — R
——— | —

o

(b) Burtax

The oxisling prgressive incom: tax could be converted into !
surtnx applicable to individuwlsg only, In order not to conplionte with-
holding mechnndsns, it should start only at an ineone level high enough to
exclude wage carncrs and nll but the best paid white collar workers (at )
present dncome levels thin might for exauiple be ‘at 50,000 lirg). Rates might r s
be a0 adjusted vt all income above, say, 1,000,000 lirec woull be taxed at
say 50/, thus making a conbined bapic anl surtax rats of th=90%, It zhould be
noted that the present ITtalinn progressive tax lunps togother all income of
the wenbers of a family wnit, Dhic feature iz highly desireble and should be
preserved,

() Heturns

At a date not later than the 3lat of March in each year, every
poraon having an income in cxeecss of 10,000 lire (Assuning use of the fipure
in paragraph (&) should bo required to file a roturm showing his income from
all sourcds, A simple retum can be devised to suit the requirenentes of the
nverage taxpayecr, A complote return fom, applicnble Lo other persons, would
congist of' the following achicdules:

(i) nme, addreso and fanily statua;

(ii) amount of rent paid, and to whom;

(1ii) wages and salarics recoivod;

(iv) agricultural incowo:

I:‘I.-'_'J busineso inconme

(vi) dividenda recoived;

(vii) intorcet recaivodd;

(vild) proportionate share of partnership profits and amount of
tax paid by the partnorship thereon;

(ix) professional dncome;
(J':J ront received; )
(xi) othor income, (royalties, annuities, ate. )

* (d) Wages and Salaries (inoluding bonises, pensions, ote, )

Tho Hichezza Mobilo tax is at preavnt collected in rospect of
employces by a with-holding system, which appenrs to work fairly well, It is
puggeated that as much of the prusent administrative mechanian of with=holding
be retained as is gonsistent with the plan here outlinod, Imployera ocould bo
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furnighed with a table of wnowebs Bo bu withheld, autouationlly somputid Tox
the vardous vnpt brackels acocoridng 1o pay poriod anl funilly status,  With-
holding: would bo 30 renpocu of the basic rmto only, Ay surdox dug boaing pay=
able by the employes dexdng the following yonts.

l {{Jj AP CTL AT & Ineoma b
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[t ie a cortientary on the cguity of tho nrezent Jialinn ineone
tax systeon that, aport fror tle progressive ineome tax, the ineomo of' the .
londed rural vaoprictor in tweel at a 10% rate, whilo the income of the tenan 3
fermer 16 toxod b an 168 1ufe, (although it is not agricultural income, J}’c 1 |
algo dintercsting to note thnt the rent reouived by the absentos rural landlor
isg taxable at a ij‘-,-f: ratu). Yader the proposals herein, the schedule Toy agri-

] aultm=l incone would inclule both ovner-cuttivotore and the various kinds of :

tenanta, including the sharceroppors,

The apnlicntion of the dincom: tux to agriculturl income is,
undor the Lest conditions in sny eountry, cne of tlie moat dilfficult provision
of the income tnx to curaaisber offcetively. Neversheloss, it iz noat
imporsant that the proviasions of the iuncono tax law apply te aprioculiwre in
Ttaly Loucause of the relative dmportance of the indusiry, and beonusc the
{arners are the prineipnl recipiints of dnllationary income ol profits,.

(i1 thoe asgurntion that the marceting of agricul turnl products s
eventually enjoye a well organdeed and finetioning -'t!n.’-..;.ﬂ;'L ot A A
abaence of bloeck markets, bax adudndistraticn would be relatively slmple, |
qales and produce rebainoed ecould be chociced opainst cnacal ngt.a-_-'[;?_u:... 11 :-L::EI_;ht K
CVEn b Irﬂﬁs'ﬂ}ju Lo place taxus on agririan dnecme o o wﬂ;h—h-..-i-'u.u{_; ha:}:urs,
the smoasl dwiucting ffrom ho 1TLC6 }-F.!.id ‘A I:-.;.T.'['.ul:l‘t:n_r_;n.. uq_Ll.".l L0 ‘the baglc
fite lozs the deductions for sced, implenonts, cte. Inatead of 3llowing
further deductions nd allowances, the Stove might foropo taxation ol tho
amount of produce permitted te be retained Ly the taxpayar.

Tids admple ayproach may bo difficult to apply with full
justice beotween the landlord and the tinadt, tho small or high coot [‘n.ra_l.ﬂr
ng apninst the lorae or low cost farmers Murthonore, without an ainssing
syatem, or if the pmnpgaing ia incffective or oporates over & narrow list ol
itema, the prascduro will brosk oy

For theue rossons it noy be ncecssary to resort to declarntlona
of income, repesting dnlomotion on crop alul land hu.L:IJ.up;E;. which cm be .
dioaked by nerienlturnl officicls familinr with the area, This procodura can
prove sucepastul only 4f the nuiber of declarationa s pelatively small,  Thu
Hic amall 1ol owmers or gl croppoers (less thin; say, 2 hoetares) ean be
exeriptod f'ron the requironent of submitting declurations, cven though 15?“3'
leelnration is sinple in fonn and computitlion. A apecinl arrangemuit of an
' ingome tax foo of gpocificd ancounta of tax ean bo ill'l.‘.I'E]l._Luﬂ]':"'l 1"[_11' those farmer
working flums of a Limitod slge. Suoh a provision would Hill.ltlp_llf:." the ad=-
ministrntion of the tax by prectly roducing the munber of tiﬂnl:u'utimi-':’-: and
would pormtit the tax eollecting orgonlsation to cm}cmntrﬂti;: its cnorpics
on the larger fammers, which would be, f'rom the point of' viow of revenuea, n
| poro fruitful fdeld of activity.
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(f) Dusiness Income

Thia schedulo would comprehend all industriel and entrepre-

neurinl income, whether car
nssoolations, corporations,

ried on by sole proprietors, partnerships, stock
eta, It appeers to be current Italian practice

to asscss this tyve of inecae by the appliention to a theoretical turnover
figure of a seriel of coulficivnts for enca industry or busincss. Thesc co-

officicnts reprosent a theo

roticnl averugs daduction in respect of cost of

prrw materinis, inventory, wmges, maintonance, dopirecintion, ete. The system

gives an undue e bonus 0

the low-cout producer. However, buginoss

duductions are ratters of cnopnous od wilexity, and it is probably not
inmedintely possible to require tho relntively large number of amall
entreprenours fo Foop the wype of rocords {ron which such deductions could be
accuratoly rocortaliiod. Leplalabion 1s now 1n suurso of preparation to
require the koeplug of atntutory boolks for tax purposcs. This ghould result

in discarnling Lthe cocfilicic

nt syshom amd dn dmportant casos being in fuct

subjoct to A miiaim asccounting aystom, conforing to otandard cccoumting

prooodura,

(g) Dividonds

Nividends chould be liable aily for surtix. The Britliah system

of allowing a refund in the
offoctive rate of tnx loos
tion for an Itnlinn systun,

ovent that tho personal allownnces result in an
gl the basie pate moy bs an unnegessnry complica-
however, particularly sinso the amall Ttalinn

taxpayer is unlikely to invest in aliros and small businesses are not 80

frequently incorporated.

(h) Intercst

In the onsa of

pepgistered spcuritics, tiex ab the basgic roto

should be withhell by the payris In the case of bonrer sscuritics in coupon

form, withholding should bo

raquired of the bank in which the coupons are

deposited or cushad, Hislo Lax on othoer interest=boering “astrmumonts and

surtax on repgistered ard oo
renciver of thoe intorent.

upon acceribies viould have to be paid by tho
1t would, of coursn, be desirable to ulizainuate

the oxcrmption at prosent accorded inturcet pnlid on Treioury securitics.

l:.j ) Partucrship Frofits

Tt. 45 ourgestod that as at presont tho basic nomal tax bo
assesped nraingt the partncrablyp, giving a credit for the sum of tho peraonal
allowancos of tho partners not elaimed agninst othor ingone, The tnx could
then be apporticned to ench prrtnerts acepunt purely as an internal partnor-

ship matter, Surtax would

be payable by each partnur on his distributive

share of partnursliip incoiig.
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The prusent Italinn systum for the taxation of rontal income
leaves much to bo Adesired, Little rogard ia had to actul rent roceived,
the offort Luing r ther to rrive ot a theorctieal income retum upon o
theoreticnd reninl value, Thiy agocrtadiment of wlue i oxcecdingly
cunberycie. In the it of rurnl rproperty, it atarts with the cssossment
on the proporiy vegister ("ertaatro), which in somo casee dlnves back to
1825 and in parts of Hortlem Taly 4o sadd to dste from the time of Maria
Thoresa, ALL acecpsionts oo then multiplicd by a eovmon ecoofficiont
aupposed 49 dndieate inercase in ooy vallue to dite.
_'["Tﬂ'I?E:II"Li".'.'.J y LO0iTNuients

dre used rolnting to size of the towvn, auount of
economic activity in the

towm, olassification oi' the building by loeation,
age and type of construction, anl Yinaldly thiers is an oxnct measurcnent of
all rooms to doterpdine cubio footage of rentable space. Extenoive exanptic
for noricds up to 25 Jears rosult dn mogt new plantations and nost building

constructod since 1918 (and therefors the most valuable ones) not being on
the rolls at nll,

It is vropoged thet tho tax be sinplified by instituting a
more sdmple systam of il vnluation or preferably o asysten of dircot
. aggedamant of rent recodrcd, ALl cxonptions should be abolizhod,

(1) Profussicont Tnome

hocping of rocorls should bo regul ro:
Alicolmo could b trxed like busin:ss profita,
cerde, & majoxr nrobleos,

payment of trxes,

Ly from which profussional
Cash yayment of fege is, of
Licenses to practice should be rovoecable for non-

(m) In nemt

IThe flrst instalment should nacompnryr the {iling of the rmeturn,

and subsdéquent instolmaits should boe paynble it hi=-menthily interwls, ap ot
preaomt,

{ﬂ} ;_ti_'l"l'l_}:T'Eiﬂ‘tl‘-'.:j_:j.'-.F{ | r: VLS i

Lhe follovriiy are sone sugpestions to fnoilitate enforcement:

(i) A roguiranent, subject to eoriminal syl civil penalty, the
CVery manutacturer, trader, profeasional man anl investor
Kegp an nocurnte recend of' hia roceipts, No such proviai
at prosent oxists Por tax purpoacs although pProvious
Finanse inlstermhad already agrecd Lo introduce it,

(43) A proviaion giving the assossors power immedie toly to mak
additions) asscsamonts ovor and uhove tax reported by the
txpoyer o ba due, Th nuthority to incremse asscosiont
ia at present v vy limited, although & previcus Fiance
Hinigtor had drafied strengthening provisivns.

In the enso of urbar
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(iii) T pregent provisdon allowing immediate distraint and
¢il epotiun 0 all taxes aszescod ngainst a particulay !
trvvover 1P fnx elficlala fave roason to beliove collection
o ham to ot da teorardy shoulidl bo strongthened by :
incrensding the ecol. clora! power to declarc defaulbers \
bunbiaed. This had been avread bo by "a previous Fikanoe |
Minde e, T4 RELTSY . AnE0n Bl At !||::_|' ht bu FLL-Lﬁ-IIﬂi}iﬂEhllj" K
anplicaole in whe ease of any person convictod of aclling i

oo asuve the logal price. 3

[j_'l,,.r} A T.]*-Jv'l;;;ir_-_| 1_.1'_r.':1'=,,.1,| unon ]_:J-’.."L_‘_y"','l':li.':]]'t of' oy trx iimtu.lmmnl:., the *
taxpnyer ia to reecive a stamp evidencing the fict of pay-
ment. Mo buabicss or professionsl license, work-card, ete, ,
should be valil without having aflfixed to it oll tax
peymnuinh siiups to date,

(v) A provigion inmposing & erindnal penaliy of fine or imprison-
mant or both for wilful failure to fAle a return or for
wilf'ul wrderatatement of inecomo, Yhis had heen ngreed to
by a vrevious Finance Mindstor.

Ce Ixcess Profits Tax

l. The present excess prodita tax is mayeble by all comnercial g
induatrial enterpriscs on the execess of eurrent incone (leuss Richezza llobile
tox) over 1938 incowe in the case of individunls and over the 195/-1930
averagu in dhc ecase of eorporntions, Agricultural ineome is exenpl. Whoero ;
the taxpayer was not in existernce in 193d, tho normal preofite are considored
to be, in the case of an inoividual, the nonaal income of a companrable tnx-
payer., In the casc of a corporation vhich wms not In exidatence in 1938, the
normal profits are considersd to be 85 of aubscribed eapitial, bub not in
excesa of whot io neccsonry to puarantee a dividend of &4, Changes in the A
amoun® of suwbgeribod eapital result in an increcso or deerotse in normal
profits of B ol the mmount by whiclh such eapitnl was incrensed or decruvasod.

If the taxpayer's total current income in not in excems cof 12,000 lire, or
if his excess profils do not exocsed 6,000 lire, no exceas proffits {ax ia
payable. Tax ratesm, ns increased to apply fron 1941, arc ng follows:

20% on excoss profits not exceoding 1/5 of nonwl profits;

300 " " " exceeding 1/5 but not excecding 3/5 of
norinnl profita;
higs . B 4 3/5 tut not exceeding 100% of
normal profits;
6085 " i ¥ " 1006 of noxmnl profits.

If current income does not excoed 100,000 lire, these rates are reduced by 50%.
Any cxcess ol income over the sum of exocess profits tnx, Hichezza Mobile tax
and normal profits must be invested in 3% Trensury bonde.
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Freparaticn of the rdlls nave boen extreraly slow and in many instances
1940 and 1941 nszasasuints bove aot yvel beon roatenl. Thin is paatly due to
the fact that, In dote.mining cweat inoone, an effort is mdes to asdcos
only that poriion of inerdesoed profils whieh ia not attributalble Lo nornnl
growvih or infletionsry prics rises. In other words, the tax s interproted
as being levial, not won poofite madn dping the w 7, but polely on profits
dug to the ware Pezides helng r dipnssiblys co plicitiod tasl which mere _
soplastiosatod fux zyveoons guch =o' the Hritigh sl Alericnn tyy Lo ehy awy |
from ns much o taldticaliy o= Adbie, this prooodare doos wien to ruin the
effeciivencan of' tho oiocus prosits tax as an ardi-inllatdonary measure,
Purther destroying sush ot renehia, 13 the rrnet that Lhe Law providea Lor
a fill year's delayy bBolweon saoniae bhe excona prot'its andd the beginning of 3N
tax payments d.c., oxoess dncons etrnod in I, will not bo liable for pay-
mont ol tax wntil IMeb AR 4 ]_'::”_;fJ, aricl eyl ot will 1ot be L'L!-Hl:_l.ll"ﬁtl.!'i until

Decomber 1940,

o T ailii—

2 Rectmamvla tions .

i | {
present i seaus te be larviaely aoiind vaoueh ns a relatively siniple wethod ;
of arriving at o deternmdntion ol soncthing 80 cumlicated ap exoeces profits, +
It dia supgeatod thatl its bogdic gchiene be left vwneldloturbed and that only the i

followilng modifications be wndad )

Asdele from tho furfuraes montioned In the proceding pnropaupl, the

() Disvense with the allownnces for prowth er inflotiounry Cactors
in dnarengead dncomas of wiir conbroators.

(b) Current incoms to bu detesmined as ia recomuonded t'or {the income
tax 11 It b,
(¢) Azriculiural income of both tenants ond ownor-gultivetors, the
chicf Leneticiarics of veosent price rises, to cense to be exampt.
: : 3 - y IR
This wag agreod 1o by A  provious Firunece iinictor,
() Returns to be due at A dnte not later than March 31 in the year
following thet in which the inconc wvaig chanod, and payment to be
mvle In throo Trslaimc e,
(e) Aduinigtrative provisiona augpastod for the inoomo tax to be .

equrlly arplicatle to the execas prolita tak.

(£) The aedidng: of oxcona profiti tre asscacwnts to be piven Tirat
priority. This bas the hearty concurrence of Ttalian tax offficoidls

(g) Ynu gunrnntoo of n 66 Aividend rotium on enpital invested might
woll bo rodueed to at best %, rirtienlarly in conjunction with
gubjeeting govermut bond interest to 1noone tocotdon.
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(h) 5inco 1938, aasessments nre sure to have been koo low, and since

the selicnie of current assessments proposed herein will be more

in accoml with reclity, taxeble excosg proffiits will tend to be

higher than the actual inoresnse of incone since 1938, Thoure is A i
no cure for this sitvation, and it thoretore seeas inadvisable &
mterdally to dnereaso exoacns profits tex rutes. 15 peroontace

pointe in cach braciet would soea o bBé the prentest incroease 4

thet i fensibloe, ] |

(i) Tho compulsory lvan fenburs should be elinunated, TFrom the
-f;.-;;.;IH-:-;.:J_'u' point of 1,ri_|,'.'.", it converts the wmonsure into a lﬂﬂ;’ﬂ
: tox, which is hard to Jjustif'y on ancthing which is so rouhly
neasuml Ag oxcass provits.  Marthsn T, it naxecs the settle-

moenv o cancs crbrenuly diffieudlt, since there is little in-

duecnent loft 1o seltlo. The abninistrative machi nery ie thua '
1 o g e o L5 e - oy 10 . . : F i L I

alomred o an unreagonnble exdbent. Murilienmore, the compulsory

aspect ol the loan ywill jrejudice the vro raime of public b

vorrowlng recontuaidald n ancther scetion of this report.

1, Emnmm[gtirm Taxen

l. The most importint sdngle tox in the Italian revemue svatem from the
point of viow of pro-invasion yicll is & 3% turmiover tox, and yet the tax is
not effoctively adminigtorcd vl 41 is one of the lenst snvlafnctory loontares
of the tax pyutem, I is payable in ono of two WILYE .

f”-:' by stanpo; no attanyt iz mule to record £lo identity ol
purchinecrs of stanps and hence no check can be nade of stamps
purchnced by an individual vendor agningt the voluwng of in-
ventory which hu handled,

(b) by agreecments ("acoordi") botween the Pinance Ministry and
individunl toaxpnyers or all taxpayers in an individwel industry;
wider these agroemants, tox Liability for the guccecding yenr
L8 fixod on the basia of the dnadequate informotion in the
Richezza Mobily files, and bax is subsequently paid in six bi-
menthly instalinonts,

2o Tho tumover tax appetrs to have broken down eonplotcly. Collusion
between vervior and vondeo is widesprend, At a tine when most sales aro maude
on tha hlaek markeil, 1t is hopelose to Koup any Klnd off accurate check on
this type of illepnl tronsrction enraced in by o rags of Lraders without
flitmeial rosponsibility, l

j: A furnover trx 1a ceonomically wijustifiable in that it tonda to ;
pyranid pricos. A Fu tox on ench tranpaction from monufietiror o ultinate
conawiur ds likoly to result in addltionnl mark-ups fhr Deyond the swa of
e taxen :['.n:‘r"ﬂhlu. It thus may have certain inflationnry sopects. lloreover,
thu deflationnry aapeats theoreticnlly common to most consumption taxcs are
not present in the ease of the Italian turmover L, bossuse tho systen of
Y ffsllt. arel eullootion does not rospond quickly enewgsh to changes in prico
Levels and sules volwie.
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e As distinguished fram a turnover tax, a genernl sales tax (by whioh :
meant a levy vhich would impinge at only one point on the flow of goods from
manufacturer 4o consumer) scems to be impractical in Italy., This ig a .
\ country of small individual traders and manufecturers. Often manufacturcr 11
and retaller arc one and the same person. Thus a genoml sales tax at tho
retail level would not only run up against tho black mariot problem, but wou
be dmpossible to enforoe because of the infinite nunber of small, illiterate
and irregponsible taxpayers who would be inveolved, Murthennore y Eiven the
facts of the Italinn sconcmy, tho leogal problem of detoermining which sales
wore salus for resale, and hence not taxable, and which were not sales For
resale and hence subjeet to tax, would probably uake for e high degrce of
adninigtrative confusion. Beoowao of the large number of home manufncturers,
& tax at tho monufhoturer's level would wrosent tliese same problems andd woule
be sonewhat less deflalionsry than a rotail sales tax.

5 It would scam thot tho most practieable method of imposing conaumptlc
taxes in Italy would be to sclect Ffor taxation those articles and services
of comion use which rmust be eithor dnported or else manmufactured by means of |
mchinery out of reach of the small individunl, With respect to such artiole 4
and services, there should be a very heavy tax on the manufacturer, importer
or supplicr., Thare follows a list of thesc items upon which, in a normally
functioning economy, the heaviest burden mi;zht well be laid:

(a) Spirits and cordials

oparkling winos

Beerx

auznr nrel glucoso

Vegetable oils

Artificial textiles

Gna and electrical cnergy used for non-industrial
PUIPOsos

Refined petroleun

Cef'foe

J) Transportetion of persons

k) Public susctaneles

1) Playing Cards

m) Posdsenper notor vehicleas

n) Radicg, and other electrieal applinnces.

i T v, B o T u T o O

6. Taxes yrosently exist with reopoet to pll of these l1toms, Iates alre
toeo low, however, and in the main are on a per quantum rather than on an ad
valoram bagis, oometimes they are merely anmal licenne fees, This moans
that collections are not reoponsive to changos in the gengrol price level,
It is therefore auprested that the items enunerated in part.. 5 bo taxed at
rates ranging from 254 to 1005 of the price for which auld by the manufnot-
urer, importer or supplicr of the services, For administrutive reasons, it
may be more procticablo to continue to tax llquor, for example, on a per
quantum basis, 1If 3o, the rate per litre should be misal to aorrecspond to
at least a 150k tax on its wvalue at current nricu levels.
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7. Tt is doubtful vhethor the turnover tax se 1t 1s now conceived on
find o place in o modernizod tax ctructure. 1L, however, sanetiiing in the
nature of a turnover tic wore desired, it could prowbly best tnke the form
of a kind ni busincass privilage tax measurcd by goss irncome. Any income J 1
tuxpayer reporbing business income (coe para, B 2(f)) could be requlred to pay
a tax of say 35 on his mioss ineone reportud, |

B, Income from Govermmneant Mongpolioes

- —— el B e o T

1. The Ttalizn Coverwent wuintadlns monorolics in the manufacture of J
salt, tobacco, matchcs nnd lighters, The lncome from the monopolizs provided
thie Treapury with more than 1%5 of' its tobtal revemie, and yielded almost as
mich as the turnover tax., The monepoly revenue is a form of o consumption -
tax, and sinece it yields large ruvenue in & sinple nenner, 1% shoulrl be
sontinued during the present period. Thewe should, howover, be an ad justment
upward of prices even beyond Lhe recent 100% inecrease, Elasticity should be
provided to neet future changes in tlie econoiny,

F. QCapital Taxcs

1. There is in force ot present a half of 1% property tax on all real
agstate, and most persorwl property, Cash, bank depnsits and Yroasuyy paper
and securitics are exomit, Veluations have been nade, in the ense of roal
property, by capitalising at 5. the valuutions wade for the purpose of the
taxes on runtul income, The latter valuations wure in many caszes made nerely
by muliiplying by 4 or by 3.66 or some such {lgure the valustions on the
property reriater, which umually dates anywlicre frou 1750 to 10:50, In the
case of corvorate securitics, valualions bave been made by conbiloing book
vailues with market quotations, ‘'hio tax ig theoretically bad and should
evontually be abolished. The amount of revenne it brings camnot be ignored
under present cirewnstunces however. Purthemors, it represents ail ¢Pfective
me bliod off veachiup the larpe agricultural landowners with respect to whom
income taxation is likely to procent anny difficulties, The chief theoretical
dificulty with the present btax is its inclusion of intanpibles, the taxation
of which on a basis of capital wilue e always proven unaatisfactory owing
not only to valuntion rfifficultice but alsc to the ease with which ownership
of such property may Le concealedl. It 1o therefore surpested that if the tax
is to be rciained, it be confined to lmmoveable propoerty.

2. Real Projerty

Sirice there oxists no real appraisal of the vpresent eapital value of

Italian real property, assossors faco & monumentnl task in valuing all such
nroperty in the couatry. I this tax ia to be rotained, such an appraisal
must be wmade, hut it should be done only after the war and afltcr soie
stability has been reached in the price structure of Italy. Once the new
valuations are made, subgequent revaluations should only ocour BTG i year

| intervals, thus cutting down on adwinistrative work and nlso aessurlng a
somewhat more stable source of revernuc. The rate of tawx might well beo made
progresuive, with a 2% rate in the highest bruc kP
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1. There is at present a small estate tax with rates ranging fram 1% to
10% There is nlso & Progressive esuccession tax and a Eift tax with parallel
rates and Provisions, graduated according to size of legaoy, ralationship of
logatee to decedent and fertility of decedent, The burden is almost in-
finitegsimally amall by British or Amorican standards. Transfers to two or
more children or theip decendants, and between spouses having two or more
children, are exoupt, Transfers not in excess of 3,000 lire in direot line
or between spouses are alse exempts The rate schedule on other tranafora is
as follows (in percentages):

Transfera to:
30 much a8 1,a)ascond- 2. blwn opouses 3, brother A uncle, 5, other
doca not anta in having less or aunt,
exoeed lire diraect line than 2 gigter nieca,
b) only child ohildren nephew
it ils docedents,

et S

10,000 1 13 ! - 12
25,000 1: 15
50,000 ' ' ; 18

100,000 ; 22
250,000 5 10} 26
500,000 30
1,000,000 35
51000:000 40

10,000,000 15 ) L5
ovar

10,000,000 10 18 ) 50

Reductions in these rates are made if the decedent has four or mora ohildran,

In the case of a docedent more than 30 years of age, the tax is ineoreased

b) by 2/10 ir » though married or widowed, he was ohildless $

ag by 3/10 if ho was unnarried;
o) by 1/10 if he had only one echild,

Payment is to bo made within six months of death, althoush provision is mnde
for postponement in the event of litigation, eto. Declarations are to be
filed within four months of death,

2. Emphasis on inheritence taxation » Suoh As obtains in Italy, has many
advantages over ostato taxation, tho syntem of taxing a decedont's catate en
bloc as 1s dous by the Federal Government in the U, 8, and to some extent in
the U, K. Chiel among thesce are:
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(&) The tax bears a closer relation to the recipient's ability
to pay. .
Distinctions can be drawn between recipients who are the
naturml objects of +the decedent's bounly and other recipients.
(e) By taxing vhat is recoived rather than what is relinquished,
the problem of the rutic of tux to estate altering radically

}]IEJ{}‘I.'-'T:L'!'H Jate of death and date of distribution becomes much
ess acute,

Obviously, however, the Italinn mmtes showld be misud and the rate atructure
shorn of its Fuscist trimmings, Transfers of less than, say, 10,000 lire
might be axempted, At the save tima, the additions to and reductions from
tax which depend on the sizo of the deccdent's family should be abolished.
Transfers to spouscs or children should be taxed, A possible rete stiructure
night be:

Trovafers to:

So much of l.a) azcendants 2. brother, 3+ other
trangfoer ns ¢ doscendanto sister, aunt,

&lcecds lire in direct line uncle, niece,

10,000 but not b) spousoe nephew

25,000 10 20 30
50,000 12 2l 36
100,000 15 29 L5
500,000 20, 12 60
1,000,000 30 50 70
5,000,000 37 59 B0
10,000,000 L5 69 90
ovar
10,000,000 55 80 90

3¢ In order to provent the type of avoidance which these drastic increases
in rates might rrocipitate, there are sugpested the following additional
measures whioh are to somo extent inoluded in the present law:

(a) Gifts inter vivos should be inoluded on a cumulative basis 3
@ e, adsuming the rate schedule sugpested in para, 2, a gift
frowm husband to wife of 25,000 lire in 194 would be taxed at
10% on 15,000 lire, a further gift of another 25,000 lire in
1945 vould be taxed at 124, and a legacy of 50,000 lire from
the sama husband to the same wife would be toxod at 155

The tax should apply to transfers not only of actuil ownoership,
but also of bencficial intercsts,
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Hs Stamp taxes, License and Registration feos

Therg arc present in the Italian dyatem a host of miscellancous atamp
taxes, cxcises, and license and rupistration fees too numerous and individ-
ually too rolatively uwimportont to liast in detail. The various atomp taxes
amd repistration focs applicable o logal documonts such asg contracts, leases,
deeds, exocrpts from officiul recourts, ote., cte., top ther with the various
transportntion licenscs, aro a stablo and rather luers tive mource of rovenuc,
It is probably that must of those cxactions could bear a great inerensc of’
ratc.

J. Comminal atd Provincial Taxes

1, Communal end Provinclal revenuss probably do not nommnlly cxceed 15%
of total state rovenucs, They hove consistod almost exclusively of additions
("sovrimposte") to statc taxes plus vardcus local license fees and consump=
tion %axes, The schume of having all povermmcntal reveriues based on rents,
eto, Tixed on the snue valurtion rather than having overlapping systems at
the various governental levels, is an excellent one and should be preserved,
Commmal and provineial additions to tax are at present, however, expressed
in terms of percentages of the stato taxes, In view of the sharp incroases
herein proposed for the rates of many state taxcs, a mathenatical adjustment
of local sovrimposte rutes will be required,

9, 'The local consumption taxcs, although represcnting 504 of commmnnl
income, involve high collection costs and little revemio, Yhey arc un-
coonomic and should certainly be abolishod,

K. Collection

1. The broad linca of the assessment and collection mechanisms relating
£o the various taxes discussed herein have boen outlined in the course of
{hig memorandium, It is obvious that a poncral administrative overhauling
will be required, accompanied by a conprehensive programno of cxpansion and
training of ndninistrative personnel, In the long run, it will wanko for o
higher vercentage of collootions and greater equity if at the same timo the
prosent mchincry for colluction of dircoct taxes is completoely remodel Lod,

2, Diroet taxes (inconc, oxcess profits and property tax s) nnd ocertain
communal taxes are at present collected by "essatori". The essatore is
appointod following yublic auctien and is somctimes a private person but is
more often & private firm, bank or parastatal agency vhich collects for many
comaunes. Tho essatore contracts to colleet the tax rolls in retum for &
percentnge of such rolls, The parcentage or “aggio', does not oxeced 1% in
the case of stato taxca, bubt hng, undur prescnt circumstances, boen kmown 10
yun &a high as 5% in the crse of commnal taxes, By way of comparison, it is
not bolicved that collection costs of foderal taxes in tho U. 5. excued 1%,
wherens in U, K they arc about . 7575
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S+ The essatore is obligated to furn over to the tax receiver the amount
of the roll on a day certain, whother or not he has been able to colleat the
full amount, o also actes as communal tressurer and is obliged to advance
the comaunc a sum up to a year's taxes, His compensation is thus for some-
thing more than mere collection. fThere is a kind of sumnary execution which
is available to him in aid of collection upon a proper showing that he has
exhousted other menrs, In times of economic dislocation, he miy be pgranted
o postpomament, or "tolloranza", of hic obligation as to a specificd per-
centegoe of the rell, or as to ap much of the roll ns is to be collected from
specified taxpayvers. Wolleranma have boen extensively granted during the
vor period, ad even more uibensively sineo ocoupation.

ks The privito contrictor syatem is primitive and unjustifinble in a
country as advuicsd adminigtratively as Ttaly., Tts sdvantapge is the supposed
azsurence it givea the goverement 1hat 16 ean count on' the amount of the tax
roll bedng tOrned iute the wbiie tronmuay rerariless or collection diffi-
cultics, and thnt only one jerson wer district noed be looked Lo for thet sum,
It nevertheleas amsars highly vadeslieble thet a private entoerprise should
have a stranglcholi on the public rovenucs, IF teres and conlitions of the
colleetlon contract nrc not to n contirnetor's liking, he nced not bid for
collection of thu roll. In most cases he will have the only local organi va-
tion camable of undertaking the tauk, no ong clse h wing the requigite
personnel, facllitica and experience, Such a gitunition is bound to reault
in extromely high colleotion costs. Farthenmiors, sinee the state has only
the most tenuous kind of supervision over his methods of collection, thore
are pumerous opportwiitics for praft, oxtortion, faveuritism nnd corruption,
Finally, even the advantage of assured recoipt of funds 1y denicd the state
by widespread granting of tolleranza, If he has been pranted a tolleranea,
not only has the contrictor's inefficiancy been rewarded, but he has becn
given the opportunity, for a consideration, not to collect taxcs from his
friends, Various fomus of collusicn aro almest certain to rosult.

5. Tor the above reasons, it is reoommunded that there be built up
within the civil service tho roquisite machinery and porsonnel for the
collection of ilircet taxca, aud that contrnets with essatori bLe cancelled
imnodiately theroaftor.

Le Tming of Prograrmo

It is recommended that the Ttalian Government preparc and dssue the
deorces estnblishing the basic chienges in #ax structure ap scon as it can be
done, The task is nob an ensy one; tochnieinns will be needed, and consider-
ablo time will be nocessnry for Lhe drafting, planning and reform of the
adninistrative agenoics, Proparations, howover, can begin at once.
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Tho advantoge of instituting the reforms na quickly ns poasible is that
the gooner the rcforms arc instituted, the quickcer will be the impact on
inflation and the stabilization of the fiscil gyatem of Italy will be
haateneds Furthermore, the refornmtion of the tax systom along modorn lincs
vAll heve the important psychological cffeet of holping to quict the feurs
of the Italimn people concerning inflation and the walue of the lird,

The taxes most nreently in need of refomn, and thoe taxes which the
programie can bogin with arc:

(n) tha inecone tax

(b) the oxceus-profits tax

The other tax reforms can follow after these two mest dmportant taxes
arc placed into actiorn.
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Appendix to IIT Finencial Hecommendationg VL

SUBJECT: Hequest by Badoglio Government that the dollar wolue df
the lirva be increated,

Conclusicn

The Italian Govornment requested in a letter from Warshal Badoglio
to General Maclhxlene off 4 Vebruary 1944, a
change in the doller value of the liva. A study of the exchanre rato of the
lira has been corricd out by tine bechniecal stuff of this Bub-Comnlssion. We
aro of the opinion thut un alturation of the exchange rate of the lira at tho
present time is undesirable,

There is not sdequate economic justification for a change in the foreimm
exchange value of the liva,

L, The Tialian Covernmont's argunent as presented in Morshal Dadoglio's
letter and as prescnted orally by tho Minister of Finunce to representatives
of the Finanece Sub-Commisuion foom time to time, is Lriefly as follows:

(a) The present rate of exchange increasos substantially incomes
of soldiers spent in Italy and constitutes, thercfore, the
major inflaticnary factor,

(b) People in Ttely are "exchanpo rate conscious", The sharp
dowvnward revision in the cxchange velue of lire has coused
peychological reactions which have agmravated the inflation
problem in liberoted Italy,

24 The axtent 4o which soldicr expenditures constitute un inflaetionary
factor in liberated Italy is cxapggerated in the Ttalian Government's argument
A reduction of these expenditurcs will not chanpe tho course of inflation in
Ttaly, although it may slow dowm the influtionary process. onthly payments
to all Allied troops in ltaly have been computod at an averapge of 2,725
millions of lire for the past six montho., Wapes returncd to Finnnce Officere
in the ferm of PY sales, war bond cales, cable ramititances, poatal romitt-
ances and soldier depocits are approximately 1,000 millions, This leaves
1,725 millions of lire actually expended per month in liberated Italy,

The effect which the doubling of the exclange value of the lira world
lave on poldiers' wxpundituccs is, of course, dependent upon tho reaction of’
the soldiers to what is, in effcct, a wage cut in terms of lire. If the
soldiers continue to send hone the same amount of dollors as previonsly, €hon
the reduction in lire expauditure in the arca will amount to 900 million lire
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fut if, as appears morc reason 6, the sal?iers return to the ,lance Officars /
only the surplus lire out of thuir pay, and they fend to maintain the level

of their liry exiendifurcs, then the reduction of lire cxpenditures will be
somewhat leas than 900 million lire per month. It has been eatimated, in a
memorandum prepered on thisz subject, thut under the most ressonable A 8sump -

tions, the net coldiers' expenditurc:d would be reduced, with o doubling »f

the exchange valuw of the lire, by only 700 million lire par month, This

assumes that the avesege soldicr vill roset to a cut in his lire wagoes by

roducing his dellar remittancos to the United Stotes one third, 1t is

reaconable to expect that the soliiecrs will veact to a out in fheir wopes

by reducing the amount of money they send home y a8 well ag to reduce the

amount of' lire spent in the theatre. Boidicrs cannot be expected to change

their expenditure habite so deaotienlly.

This rcducticn in menthly exponditures comparcs with a cumulative
deficit since Septamber 1940 of the [talian Covermient of 8,000 million lire,
and a defieit in Jamoary 194k of 1,800 million lire, The deficit of the
Italinn Covermaent is inercusing charply from month to month. Within the
near future and especially if additional tervitory comes under its control,
the Italion Government deficit will becone by far th¢ most impertant
inflationary factor in Tialy,

Thus, the reduction in soldicr expenditurcs resulting from an
appreciation in the value of the 1ira would not change the course of inflation
in liberated Italy and would be only of minor simificance,

e It io difficult to asseas the precise contribution, if any, which
"prychological" factors may play in price wovements, but the I[talian Govern-
ment places great importance on this factor, Tt is argucd that inflation
has been stimulated throupgh the Tfollowing rcuctions:

() Itelians distrust the lira snd attampt to convert lire into
goods as quickly as pozsible,

(b) Italian merchants fix prices on the basis of prices in foreign
currencies and convert at the preosent exchange rate,

Distruct of the currency ie undoubtedly present in Italy; and it may
have some effect in stiiuluting inflationary priece movements, It will one
exchunge rate rather than another change distrust into eonfidence? Changes
in the exchange rate sy Whatever the character of the change, are extremely
important Tectors in cresting distrust, 7o change the exchange rate now
would increune the distrust of the people in tha currency, porticularly since
the currency would be fixed at a value which is obviously too high to be
mainteined over a long-run period,

The second part of the "psychological" arjument of the Ttalion Govern-
ment inyolves facts which, if true at all, refer o a very small and un-
important part of tha coonomic picture of liberated Itoly, Tho exchanpge
rate is not an important factor in fixing domestic prices at the present
timo, particularly tecsuse of the ahsence of foreign trade. The producers
and merchants alvays attenpt to obtain the highest prices possible for their
products and the rcal determinants of prices are demand and aupply factors
(exoopt where legal prices are fixed and enforced) o
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II. A change in tho exchunge rate is not an the bort interests of Ttaly. To the
extent thut, in the short min, the wilvinbage nov nooruc to lteiy, it would ba

at the exponse of the ALlivd Govormnenin,

The Italion Finance Mindoter beatovos thet 4t would be 4n the intercot
of Italy to have = hipher exchenge siows  Hy, hos admittod shat the 1ira could
not be held at a higher ratc, but he bolioven thot it would be in the interes:
of Ttaly to raise the rate now and lower it loter,

1, The short~run advantages which may acerue to Italy from a higher rate
now, arci

(a) The present Italiaon Government, particulsrly the [Hnizter of
Finance, hopus to obtuin dollera or dollar credits for the lire
cxpenditures of the Allicd somed Lorocs, Thusz, the talian
Government cxpocts thot cxpendifuces of the allied armmios - in
dollars - will bu dircetly and proportionately inereased by the
change in the exehange roto, and Italy will aequire more dollars
or collar credites This dtdvantopo to 1 tadly would be at the
expense of Allicd soldicrs or of the Allied Covornments,

Importo into Italy during the nuxt year or fwo will probably
greatly exceed exports, anid will not be dencndent upon the volumo
of forcimm txchange ansots available to the Ttalian Covernment,
Thus, on eppreeiotion in the exchange rate will lower the lira
cost of imports, and in the meantime, Ttaly will be avoiding the
principal disadvantape of an over valued CUITENCY = 1404
difficulty of developing cxuorts,

(e) Pelitieal prestize woild acorue to the present Ttalian Covernment,

In view cf the genercl opinion miongst Ttalians ap to the weakness of
the economic pesition of Ltady and the general distrust of the [talian curcrone
it is doubtiul if thero would be any reel or prolongad politienl volue to an
unjustified and urrcasonuble manipulation of the uxchange rivlc,

2y If the Itclian Fanance Mindster Delieves that an apprecicted lira rate
would be untonsble over a lonpor poriod ov time and that a depreciation would
subsequently be reguirad, the armuwont againet 2 olinge becomes stronrer. The
Ltilion Goverrment would then be puilty of' nitaupting to manipulate the
excnange rate deliberately to profit ot our expense, T4 would be indefunsible
o perinit an alteration of the rote under theuc elvocumstanoos,

bt Insofar ag o reduction in soldicr expenditure constitutes the mujor
objeciive of the Ixalian Covernment, it would b tuproper to cliange the rote
for this pupose. The protlan of soldicr expenditures is not confined to
liberated Ttaly, but ciisbs in Great Britain, and will be met in all areas
liberated by Allied Forces. It should be conosidared dircctly as such, and
appropriate measures applied to all arcas in which the problem ariscs, The
larger problem should not be met on a picce-meal basis, and indirectly through
4 change in the rate of exchanpge. Conversely, the rote of exchange should be
considerod in terma of the considerations relevant to fixing the rate and not
an a device to control payments to troops,
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lie Moreover, even nssuming some importance attechea to soldier expenditures,
o sharp appreoiation in ibe value of the lira would immedintely cut the income
of troops in lire, [The morale of our troops would be sericusly affected by
guch n drastic step. There are other methodo of treating the problem with far

less effect, if any, on roldier moralc,

The 4llied Control Commissicn is vitnlly irterested in controlling inflation in
Ttoly, ond it . yartons thad, elidective messuces be taken. Tho ohange in tho

A
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gxchange ratc ic uot an etfvouled 87 ep.

ik - During a period of rlebal wer, the normal relrtionships beotween exchange
raten, prices ond inconer tra destroyed, Thore sre fow normal effects on

Itolioan prices causcu by bhe prescnt rates of' oxchange fixed for the liro,

2. The bagic c¢lement: of an anti-inflation policy dinclude expenditure
control; adeguate tr. rolicloy; horeowing of favings from the people; dircet
price fixing: and adeguete and estuctive rotibnirg of cssential commodities,
Therce da o pgreat deal wlich the [taiiau Government can do in these {ields which
would go far toward: achldoviape prics stabilization. Buch measurce should be
strongly pressed and will far oatweigh ocny eff'eots which & chonge in the roto
of exchange might have on inilation,

Ja The Finonce Sub-Conmicpion is preparing currently o comprehensive
programme of monatary and price stabilization for liberated Ttaly, With the
cocperation of the Ttalian Covernment, notable improvemenis..sn the control of
inflotion should be pousinlo,

Finally, an alteration in the exchange rate would impose serious administrative
burdens and problen: unon 1he amied forces,

1a This hag becen olready demonstrated by the expoerience in North Afriea,
Some rough solutions can be found to these problems but they would involve

& large amount of pxtra book-keeping on the port of the armed forces, in-
Justices as between various groups, undesirable speculation, and moke certain
existing problems difficult to deal with,
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