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ALLIFD FORCE HEADCUARTERS
ML Epry Covarnment Goclion
fa
L N
LJ .‘I 1.-“-II. :1 I_r--[- _E.'.; |I._ _I‘_II
JBJTCTE FPrice noligy to ba followed by AVC-ACC In Italy —
cecomeondiblions an Lo,

1 Chlely ¥illitery Covernment Jectlon

« 'The following seporandum presonts recosmendetions sa to prioe poLlcy
, olloved in Thaly for conesideration by yvou and by the appreopriate Sub-—
Commingions ol ths Allled Control Commisielon in order that a filnal draft price

-

licy may ba agreed und tranmsmitted to the Comblned Chiefs of Stalf for appro-

2s Tha price pollcy hiel 1*-m @laboretad ngy be sunmariaed as ol lows

L B i) T T Y Ja— _l._.._..____._..._. T T e

ko
b

are in general to be pesishbed In view
1 y

L
E t o = r F 'J-' : o ' L N e ¥ | " I- ]
af the inflationnry trend alesady underway.

LT = I W ¥ - v - .
(L) Contldering (a subsddies to domestic producere mpy be oralsealile

W pricae lncrenses n 3 Meens ol oI j 1n WL IO EULON

(¢) ALl goods laported feor civilian or Tialian Covernsont use should
e charpged Lo the appropriato Minietry or hgency rt o price in
re conslidered Lo be otulvalent to la dod-cos t. ';].i* rerice at
wideh E-‘H“ foods ‘are pubseuently sold will, wvherave ouodble,
bo Jecl for Joint considerution by 'J._L'J_h'. ant ,'.', ,'E_ Al
f.l..JL[ L_L. In ganoral, they should he sold on nit lsos thon o

landed=ooat basis, Wt may be mold at a loss if a pricc ]

nood cost Is so high o waberially to disturb thd pereral price

¥
(o
-
i
=
|

|
rl'r

(d)] Exportable surpluses shoulil be mirchased from Itallapn producers
at prlces desipgned to cover cogts plus a fualr profit. Az to the
prices st which these surplusce should be sold abroesd, while
there 1o such Lo cospmend tho (uobting of landed-cosl prices, the
bglanes ol the arpuwwernt 1v In favor of o pollcy of charglng

l/ﬂ'n:vl. rassenabtile in the light of thosa prevalling in the forelen
rkel concernedl, even thoupgh above landad coet, e cuoe Lion of
disposing of the resulting surplus of foreiin exchinge would be

left to the fulbure.

(e) Conslderstion should be given to setting up an Apency unkier the
appropriate sul-Comsdcsion Lo hamileé exports and lynoris,

e
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e detnlled appliication of this orieco solley to domentic. lmsorlk
: : * . »
and export prices is discusrad holow,
e 3 to pricing of Itellap-orcoduced srticlee for domestle conmuy L e
—— R L _——-—--l-.&-.-_——-.-.-—u-"----r--—_-. -—l-I-l------—-—_'-__I.l.l.-l—l-.—l- e
() The seitled policy of G antl AGC Lo retard the upwnrd movoment of
prices should be oontinved by every practlichble means, with the
. |
concurrance and coopertition of the TLalian Covernment. |
(b) ; &L ba i 1“ Lo mAJor 0om '.’.'...'.uj.ﬂ._!. such ae wheat ,
a0 i ! 1 |" ! ! . | i; I I"".Ilili_hﬁ;‘ i l Lt |,_||___.|”‘| I B J..I il ﬂ in"
guancos, where ’.?.u.- C ,.“.'L'—_r r ‘iw. conentiel to maintalin supily would
@ undesiravly high (frarm on ZHIlLtinn+CunL:ﬁl viewpoint ) subeidios
re belng and will continmie to be rasorted to, This it the cose
notably with whaet., It is desir ble 1o lisve the & { ol the
Ttallan Covernment de to the need for such subsidies, arel to arrinpe o
50 fur as possible that the paynents proceed (ram or are for the ;
accourit of the Itollan Covermesent or its aponcies.s A1l out = ldy pro-

grams spoula be nubjoch to froguont examinution in order to deler-
mine whether a small prlce incresse L,-;;ul.. ACnlove i.'hr,; G4 TRIrpose -
withoult sublocting the national tauideet to sdditlonal Burden which |

[ ]

o L - | oL "

L [ = Il :. 1 ||-I:Il' &8 |':._.-'-l i‘ I',Jl:-= 0
F X LY T +—|.- |I'. tl| B B r i ' 2 ] 5 I = 1
\C) N0 pricing ol lamdinian coal requlres immedisieo declslon,

(1) ‘ne present altuaticn io spproxdsately ae followps prices ln
arilinie range penerally from 1.0 to 160 lirve snd slsewhere 1n
Italy from 300 to 320 1ive per metric ton. Coste rolably
vary around 300 liro et Lhe r.u, en, doepending on oubput, AL
tiie sans time prioy to inveslion lmported coal »ar sole around

R

0 lire generally thron LI.}‘LIL 11l Ttaly. ,
(41) Inncmich aas the penercl prleo structure in ';Lrn'iirLi ¥ COLe

tcljurted to a conl price of 140-150 lire, It is probs tj_-r 115

Ltlilanble to continue that ;ii: for tlie timo '-:1_?-';;-. O 1_]_1.-'

hovever, 1t would not. be l"r.lrh idered ecultatle to abliie conpyu-

mers aistant from the polat of production to subsidlise thoso

nesrdy, Lonsoouently any <iflleronlial t*unl price in favor of

u=ers ln Jardinla should be reviewed from time to Lima.

(111) Pricec for Jardinian coal elscéwhere in Ttaly should be set suf-
fleiently above c.l.f., Ttelian ports to cover i oh a0 possible
the losr on coal sold at lower prices in Surdinia, Tt has bosn
BUjf Lrl:.m{.i that thege ]I'.'I.f"‘ ashotld roange somewbere betiwon 380
and 300 lre, tut a daclslon ean beot bo made by our fuel oxperts
in tr:.--,r. with the situation. hothor 4 schedule of dlfferentinl
prices for varlous types ol users ¢ n be set up will dopend on
Lthe avellubildty of technical sbtall, '

(lv) Ao to the determlnation of the price of imported cual, seo
ZH'[_lL.Jli'.l' :lllli-.i‘llll;]:. _FI" irl fﬂ’}.

474 "7
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Lo pricing of imports, the pelicy should ba to li':l]f.l'l,'_!_" all suoh poods to

the approprinte iMinis Lry “or | gency of the ITtallen Covernment at a priee in lirc

cona ldoerod

Lo be ¢quiva Yol it Lo landed-cort (1.0 celefe Ihelian ports)e The prlacen

at. which these poods are subge pently sold will be L.I_.f_.f‘:r'. uned by the Itallan fovern—
ment in consultation with the Allded Control Cosmiseion in all areae under (0 T
mlesion contrel, and Ly the eppropriate local governmental agoncy in accordance with

v ANG diract

. 1
‘Jr -rl}r-ll' II I. I-J'
| ]
i \

Yfnls o

Lve in all other HICiB This procedure will Le more resdily nnderstood

ish and Jmerican public than one whish involves actual sale by Allied
L dmported pocdo at a loss, Yor the purpose of r:;ﬂ!mln{.j overiuan el

expenditures, imported goode should normally be resold ut prico whleh will avoid

Whe Dovernmental sgency chargdd with tlom, rowever, Lthe policy of main-

alling price~cout structure, in Italy eo far as possible will moke

in coms to uzell dnportod goods ot priless widel wll)l be bHelow

F = En o=
JINE D

Land Oste In the Tollowing parsprachs tle preblem of pricing various types of

loespag Lo
B :
eI NLrd M
] - =
L un ¥
L8
i_:-l Fa e |
'
'R

armined from this viewpolint,

) Fooctetultis, In enerasl, the prevailing offiecinl prices of major foods
T—-H--lll--Tl--—.i— . - ! " 4 . o
redpecially flour) In Ttaly are lower than the ] wivalont of the

landed cost ol the correspondin imported items. In Ghe iaterest of

retarcing the rine in the ccel ol Living, it has been amdd wlll cone
Lintie L0 ba necousary to sell most Lmported foods at lasm b an cost.
However, in the deterulnution of domestic orices (see h 3)

toecount chould be taken of Lhe copt ol looort: y 0l the progortion of

k4 i

ich 1s supplicd b imparts; and how long this de-
fpencdence on Jmporte ig likely Lo continue, TL Lhe IICLO =
tion 1s large and 1llely to continue L1.r, @, and the spread holween
ianded ocost and prevelling domestic price is slso 1 rge, considerstion
ghiculd ba given to ralsing the domestic price. ven inflation control
may not Justify extresely costly .1!11-.1.--1.‘-‘.-5, the mrden of teh will
nave Lo be borne by an elresdy overloaded Ttslian Government wudset .

lf//‘li | -'f.l ﬂ:l

r'ea ol
F

(1) atdlcal iy L_:-!_.-ILU.I suppliss and gulpeient b Lo the use ol the avernuent,

(e)

U el o ll e cw —  ———_ T --.—-—F Rl i

_drmad forces mnd pub iklc ing LL'L__;L_t. ions ol ITtaly, There 1s no inflstion
control arpurent to support o ‘ﬂllL}' al sup; ],_ ing HJI.:’_'.I'- L orts below
cosle Thw Miniotry or Covernwentnl sgency to which thev have inltially
boen bllled at cest, may and generally sheould transfer lh. full
al Lho goods onbo the mdpets ol the instituticonn, Departoants, or
octhier Covernmental unlts subseque ntly acouirdng the goodn for ipse. T

s of course brue that the net cout to the Oovernsant la tha same,
tut, from & bud otary polnt of view it is morn satislactory to chuorpe
Lthe cost of Imported articles to tha branch or unit reaponailble, 04
course, 1f the article in gquestion is one of common consiy wiion and
o & prevadilling price below L-r'.r ad cost which 1t ls deslred to maln-

vain, 4w Ttalian Covernment may vrefer to ok irye lomord woun " td
the consuslng unit, i n.-:t.!.l.'.ut.i.m‘., Or agency at the preveillng price,

carrying the loss on ths Mallonal budget,

Andustrial and sgricultural ecuipacnt pnd suppllies, lnegluding fertili-

sers In acaor lance with the reneral .111{'*' lalid down in paraggech
L nﬁuv&, all such 4 inports , as roun s arrungesents can ba sede in

471 6
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bath ACC and AY'C terrltory, will be charged to ap roprdate Tt:J.L:n
Governasni, Uinlsteries or arenclos st laonded cosl., Normaddy, it
chiuuld bo poesible for the Covernpent to resell such imods at,
approximately the came prips. Tn sone nolancos, however, such re-

1le prices would be so much sbove tho prewiling price for l't‘ﬂ]
products or where there is no prevs iling orice (demund baing entipe ely 1
depencdant on i=*1rffu‘i'. )y 80 much above pravious prices o _._L.;]u_ Con- ‘
oumars have adjusted thedr own operations, as to muke 14 imponslible

for thom to pell *-..!rni_r Gittput at tho ofllcial prices. In such ln-
stances 1t will be appropriate for the Thullan Covernment alficinls

s

anad aM0G or ACC officials concernod 1o 1-‘1E,1:_: to tonslder shich i: [71' Q=
torallor to supply the lmperted articles at lesp-than-cont, ricas, &
the Covernsent s budget booring the logey or to nllow the users of

ohie Lmnorted erticles to roise Lhe oricea of :Iur-'-" o LB O (01w

vices g0 Ao Lo covoer the incre:and ,.':,;_ L of importod sanipment or rav

nbarinls,

commodlity lar lmmedlates conelderaticn 1g 4 ported oonl, It is :
‘/" clrongly recomesiided that all imported cosl be billed at onecs to tho i !
Ltalisn Govertucent at londod cost. Pub 4t 111 than bBe rnees Yy to
LJian Covernment should follow in pelling
@ and private useros, DIwported codl
at abouti 300 lire per petrice ton wwior to

dotermine what pollcy the 1
or charging that coal te Stat
ram Cormtny wac selling af

¥ a

e inva®ion, American and BErltish coal has a landed cost Houwhe v'e
betveen 2% ancd 300) 1lire gt lLallen hartEs ' To what extent so hi,g.‘ji
an mrica o -{1-.:.1 would rise the productlon costs of puitllec utilities,
Jlouy il 1_-, bakerles, machine -5"-:";71‘-'-; mines, etc,, boyond the point .
at Wi L:]*~ they .’.‘.EJH_I.f. Luutlm:-:: to opernte at exdsting prices for thiir |
prodquete, ic not kEnown nnd w41l '.-;_--.'ua. to be ssuertained i r". tho case |
ol' exch -:.Lﬁ,E.,'I' uger oy induatry, Neither is it pomsdble from thia dim-
tance to determine whather a s..'-_n,rlrr ;::*_1 ¢o Loy im orted ceal to a1l
ngery (vhatever that price say t"ﬂj L proferable under exdsting cir-
cunstancee to & schedule of pric "1 ifierentisols for various classss
ol userss In any event, 1t .ll_'L !x'f.u.-..bld be neces pry Lo have a con-
slderusbly lowar price for Sardiniuan cosl than for imported o il 1n

J{ii'ﬂﬂl’* to Induyce users to take Lhe former, which ie much inforicr to
the latters All these matters will have to be Lie subject of consi-
daration by Itallan and ACC-ALG authoriti

Lok
T

The polley lald down dn paragraph i above, lnvolving the bllling of
all importe to the It:lian Covernment or it ugencles ol landed coat,
wlll soke 1t necespary for AVG-A0C to take account of bLhw landed coste
ol the articles it receives {rom abroad, ‘hi.- would run cownter to
accounting procedure now hely followed, but Lo some sxtent fore-
gean in our MAT 73, sent to the C0S on 1 .-:N!,n luur', which sald in rmrt.
(parephrzased): "In the determinetion of rices in Thuly at which
will sell jmuﬂrts p Lho landed-values schedules you wre prapering hill
e of somoe uL-hiFt..-:JlLt" .!ult,,u.ﬁll"l'!. local congideratlons ':E'L':!- - L'av L.'i.l'.i.n;_;
prices =re now of _:-*mlu'ﬂxumi. importance 1n thie matter." It is also
Lo be noted that in messapge 8653851 of 6 Novembor the ar g
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instructed the Dritich Arss accourtants in this Theatrae tio kesp what
naords they could of the valune of cupplies mide nv flabile 1o the
Ttelisns, hoving in mind the uncertain nature of future na potiatlions
widich may have te be carried out with the Italisans in re ching a
final peace sottlemnent.
to _the pricing of cipprlb, |
(a) 9o far as bthe price paid to the producer in Italy 15 ooneernad, 1t
i1s proposad that it be based on cosl (including a reaponable profit) |
at the peint where AVG takes possession. Adinlttedly, having in view
the disturbed conditions se to weses, cont of materisls and [uel,
atics, which Itulian produvdrs face, ag well as the demage tholr
lants have in many caces sufl‘ered, it will nol be ezsy to ari ive
at fnd aeree on a falr cost price, it no other pellecy will be
readlily defensible, 7
() 4e to the price Lo be gharged ©o the buyer in the foreign market,
poaveral basos prosent themselvos: (1) 51l at a loce (1.0. ot lomgs
than landaed coot) in order to adjust to prices provailing in that
matrket (2) Sell ab & price deslgned to cover landed tonlb. (3) “Sell
it o price above landed costs by an amount conasldered ronsonable in
view of prices prev ilinpg in the market., Fach ol thees po gdbilitia
111 be considered, F

(1) Tt should not be mocesgury to sell at a loss, lnscmich ac
Ttalisn exportible surpluses consist ol goode (#lplar, citrus
by-products, frult, nute, wine) which 1n view ol w rtdlue
searelties can in most cares resdily bo gold in foralsn murkets
et prices which will avold a loss.

(2) alling ahroad at prices depligned only to cower landed coute
would be from some pointe of view the mest defensible policy.
It wonld be readily sccepted by Anglo-American opdnion ac
\l:t:inr falrly compareble te the policy herein recommended of
cherging lmports to the Italians at prices covering landed
coakB. However, bthere are porsuussive argumente in favwor of
tasis noe 3, which are next presented,

(3) Tn peneral, 1t is recosmended thal exports be padeced to forelgn
buyers at prices above landed coste by an amotny conslderad
responable in view of (wiecs prevalling in tho buyesrs country.
This policy would have soveral advantages, to ofiset Lhe dis-
advantzpe mentioned in (2) above. (a) It would provide a
reserve whieh, though not scsruing to the lmmediate anefiit

Cof thae Italian producers, sould be avsiloable to mect luturs
continpencies, (b) It would be entirely retisoncble 1n the
cuse of exports to neutral counbrles such &o Spain, Turkey, or
Arpentina to price them at levels proevalling in these countries,
(¢) Reasonable prices, even though above landed custs, would
not bo unfalr to concumers in Allied markets, and tfﬁ“’f‘f"‘r].-tim’r
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il a

extre amounts of forelpn exchange (deollare, sterling, LTancs,
ele.) could be leld for appropriste disponltlon in the fulure
-= possibly though not neoeosd rily as & purtial ralmtureenont
o Allled Owvernermte for poods supplied to Ttnly for clvilisn
MITPOBERTS o

(e Conalderstion should be given to tho inatrumentality through whieh exports

and §$rrorts will be acoounted, %hile 211 ouch transactione could be carried

iirootly into AMPA's balance sheet, 1L de sugpested that 1t is preforsabls Lo g
opon separate accounts for this purpone bDecsuse (o) AMFA's scoocunts are not

Lgned to carry lnventories rand (b) it is pot yet clear Ghat AWFA 1s to carry

forelmm exchangoe. Il ic bLherefore proposed thet an Ixpori and lmmort Agency

{or sepurate agencies for esch) be craated as part of the appropriate sub-com-

mission in'the same way that AMFA is part of the Finance Sub-Commission, ‘and

‘4hat over its bock all accounting of exports to and imports from Italy should pass.

II-'I'
| i

The followling hyrothetienl summardsged statement ol accouns ig ofleren Oy an
{1iustration of the way in whlch puch an ngency mipnt functlon, -

i
L1

b,
[

tatement (a) of focount as ot 1 dato d
(1))l aocunte in 1lirn) !

-

- L ¥ | ‘.'In
i ik A

ashy in hoand and
ut bankore 10,000 ,0U0 sundry I.!I"':-l"r.'i."i_-u.l'.'.."".‘ |
Tash (ln forelpn ox- hvances obtalned
change) at banlers from N&FA for pur-
abiroatl, convertel chasa pouds for
abix , C : Bgla -
& curront rate of export 65 4000 ,000
exchange 50,000 , 200 wlanoe cn export
y g NaT ! i
Goode in hand, ot cout 15,000,000 necount 10 5000 , 000

G
et

5,000,000

L &

TWPORTH LA LT

il —
i n

Cash at AMFA or bankers Sundry creditersg
(vrogeeds oales of Econ. & Indus, b=
lrrorted pocds Lo Comme (value of
Italian Government or ootde rec'd,. at
lta apencles 140 ,000 ,000 danded cosot) 146 , 000 ,000 '

Total 140,000,000 Total 140,000,000

Ln examination of this statenent will Indicste seversl polnts. (1) Tmports
can be carried into the accounts of the Ageney at cests, and Lhan sold or |
bllled to the Itallen Dovermment or its egencles at a price in 1L:'mglﬂf;ii;n?d

= L
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L oover thic costs Should ary instances cecur in which ACC or AMG 1teall too
gold at a loss, this would be raflecled by & defleit on the nssct sldes (Z) Any
surplus of foreign exchange over cosb of sxports would be earried visibly. It

LEkn nbove pocounbts were being ligpnidoted in the course ol negotiaticns with

the Ttalisn GCovernment, the state of import accounte ls cluar: l.e., o oue of
1ira ohtsinad for importe in dome Ingtances sold directly to the users bt
enerally billed to the Italian Governnent atl. cost, The pose ihility of comarting
base 1ire 1rto the desired foreipn currencies will be one of the post-war
nroblams. As to the sxport sccounts, and considering the item 10,000,000 lire
nialance on export afc', thie accrues as a result of selling exportc above cost
snd remaing aftor the Itslians have been fully satlefied Ly paymsnt to tha pro-
ducars of poods exported of a price ineluding s faulr profit. Ao steled, 4t can
set aslde ps o reserve to adjust prices paid to producers if pubsecquent anely-

L =
eis shovs thone originally pald to have been inadequate to keop Lhe procucors in
suniness. Failing thot, it becoies the proserty of the Allies. Apsart from this, 1

Lthe whole amount chown as an assot ot 50,000,000 lire will exist ln faorel/m aX-
churge. The disposition of this foreipn erchinpge will resain ior discussiong 1ob
example as to whether part or all of it will be mude aviilsble to the [tnllans ,
in meeting the Allles! demand for conversion of the lire hald in the impory Rt

HOCOWTB . )

|

sapply DHvislon

Trmnies Division
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STICHED HECELIPTS. ASG wILY MALE APPRCYRIATL AGCOUNTING ENTRIES BASED
UPOK SUCH REPORTS 30 CHAARCY ITALIAN HMILITARY OR OTHER GUVERHMEITAL
AGENCY OR UNIT AND CREDID DERERRED ACCOUNT PAYABLE TO0 U3 AUMY. FOR PURFDSE
OF ULSTHATE SETTLEMNENT WITH [MALIAN GOVERWMENT SUGH PROCEEDURE WILL PERMIT
ESTABLISHERIM OF A RECORD, ERD QUOTE NIV SUBJECT ., SUBSISTENCE AND CLOTHIRG
P0R IFALIAN HILITARY ARE HO¥ GHROUTE ¥FHOH US AUD ARRIVAL BRPEITED IN,
NEAR FUTURE. ALI BRIVISH AKD US BGEECIES CONCEREED HAVE DEEN ROTIFLED TO
SUBUIT. A REPORT 70 CHIEF LUCOUNTANT OF AMG AT HAPLES OF 15th O EACH
HONPH FCR ALL SURSISTEUCE AND OPHER SUPPLIES RECEIVED FROM US HOURCES
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BRAR SIGNATURES OP PANTIES OONCEREED BUY WEED HOT REPER %0 UNIE PRICES.
NEW SUBJECST, YOU WILL ¥E PURMISHED AT Ad BARLY DATE A PRICE LI5d FOR
ALL SUBSISTENCE AKD OPMER %#YPES OF SUPPLIES HECBIVED FROM US SCURCES
#OR YOUR INFO TH THE ACCOMPLISHMENY OF SUCH DCCUMERTS AS REQUIRE MOBEY
VALUE BATRIES. WE¥ SUBJSECT. HMECESSARY IHSYRUCTIONS FOR RECOBDITG OR
BRITISH SPOCKS AS REGARD ISHUES FROM BRITISH DEPOYTS 10 ANG OB ITALIAW
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AGWARS 5485 DATED 22 DBEC IS PARAPHRASED I PART FOR YOUR 1E¥0,. QUOTE
ACCOUNTELNG INSTRUCTIORS REQUIRED F0 BE SUNMITTED EACH MONTH TC CHIEF
ACCOUNTANT OF ANG SUMSARY REPORT OF SUBSIOTENCE AND UGTHER SUPELIES
PURMISHED T0 CORPLLIGEREEYS, VLAGSIYIED AS TO HMAGJUR CATEGORIES OF
SUPPLIES AND SUPPORTED BY PRIGED SHIPPLEG FICKETS OR OTHER APPHOLATE
SIGHED RECEIPTS. AMG WILL HAKE AFPFROPRIATE ACCUUNTING ENTRIES BASED
UPUN SUCH REPORTS TO CHARGE ITALIAN MILITARY OR OTHER GOVERNMEYTAL
AGERCY OR UNIT AND CREDIT DEFERRED ACCOUNT PAYABLE %0 US ARMY. FOR PUREDSE
OF UL IMATE SETTLESENT WITH ITALIAR GOYERNMENT SUCH PROCEEDURE WILL PERMIT
ESTABLISHEERT OF A RECORD. EHD QUOTE HEW SUBJECY, SUBSIBTENCE AND CLOTHIRG
FOR ITALIAN MILITARY ARE HOW ERROUTE FROK US AND ARRIVAL EXPEUTED IN
HEAR FUTURE. ALL BRIYISH AND US BGEHCIES CORCERNED HAVE BEER ROTIPIED 70
SUBMIT.A REPORT T0 CHIEF ACCOURTANT OF AME AT NAPLES OH 15%h O EACH
MONTH FOR ALL SUBSISTENCE AND OTHER SUPILIES RECEIVED FROM US HOURCES
AND TURNED OVEER TO JYTALIAN MILITARY. THESE REPORYS WILL BE ITEHIXED AHD
BEAR SIGHNATURES OF PARDIES COECEHWED BUT HEED HOT REFER TO UNIY PRICES.
HEW SUBJECT., YOU WILL NE PUBNISHED AT AN EARLY DATE A PRICE LLIGT FOR
ALL SUBSISTERCE ARD OTHER TYPES OF SUPPLIES RFCEIVED FROM U8 SOULCES
FOR YOUR INFO TH THE ACCOMPLISHHENT OF SUCH DOCUMERTS AS REQUIRE HMONEY
VALUE BHTRIES. WEW SUBJECT., HECESSARY IMSTRUCTIONS FOR RECORDING OB
BRITISH STOCKS AS EEGAHWD IS3UES FROM BRITISH DEPOTS TO AMG OR ITALIAN
FORCHES HAVE PREVIQUSLY BEEN ISSUED. HEW SUBJECT. PLEASE ACEKNOWIEDGE.
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SUBJEAT: Frice Foliey to be Followed by AG/A00 in ltaly--=
fcoonnendeationg g8 1o | :

TO s  Ohief, Jdiliteary Government Seection

1« “he following memorandun presents recomiiendaticons 88 to
price poliecy to be followed in Italy Tor pcounsiderstion “by you and
by the appropiste “ub-Commissions of the Allied Control -Commissdaon
in order that a final drsft price poliecy may be egreed and transnitt-
ed to the Combined Chiefs of “taff for spproval.

2. JThe priecc fﬂllcy herein £1anrthu mAYy be summerized as

follows: o R It

(2) The price incressecs in Itely sre in gener=el to be re-
gisted in view of the infletionery trend alresdy
anderway . |

(b) Considerinz (2), subsidies to domestic producers may
be preferable to price ineresses as a meand ol €n-

eOUYegIing production.

(¢) ﬂll goods imported for ecivilisn or Italien government
8¢ "hnald be cherced te the appropriate liniatry or

ﬁgancy pt B price in line considered to be gouiva-
lent to lended-coet. The price at which these goods
arc subsceguently scld will, whexregver porsible, he a

subject for joint consideration by Allicd end ltalien
offiecisls. n general, theoy should he sold on not

lces than & landed cost basais, but mey be sold &t a
loags if B price b=sad on Llsndid ecost 18 80 high a8
{«) ! materimlly to disturb the genersl price structurec.

L
i

(d) Exporteble purpluscs should be purchascd from ltalian
produccrs =t prices designed +to cover posts plus a
fair profit. &8s to the prieces st which these sur-.
pluses should be sold sbroed, while there 1i8s mueh
to commend the guoting Ef landed-cost prices, thc
belenec of the iergumcnt i2 in fevor of & policey of

cherging prices resspmeble in tlie light of those pri-

ﬁ\\\h 'valllng in the foreign merket concrrned, even thoush

above manded cost. . Thr question of dispoéing of the

E\\:h surplus 'cf foreign exchonge would be left to the Tut-
UI'E »
‘_ &f.]t?j
' (e¢) Considerrtion shonld ?c}givcn to setting up sngAgency
"| !
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under the appropriste Sub-Commission to hendle ex- 1
'pmrts.

I

The dete=iled ﬂrpllﬂﬂflﬂﬂ ‘6f thin price Dﬂllcv tu domestie
import =nd Lxr*rt Dr EEE is ﬂlHPuE”Ed hﬂlmw.

i +

1 A& TO pflcinﬁ mf T%illnn-prﬂduchﬂ mrtiﬁlgﬂ Tor domo=ic
G rﬂumwtlmn- ‘ |

——

(=) I'he settled -policy of AYMG and A°C to retnrd the up-
werd movement of pricce ehould boe continued hy every
preeticeable means, with econcurrence end ‘eoopcration

of the 1telien ULULfﬂhEnt

(b)), . Main ﬂttﬂﬂtiﬂﬁ mmJt he miven O fmdcr meﬂﬂdlflﬂﬁ
sueh =8 whest, floar, pmsats, olive 0oil; cheese, char-
corl, and coela. dn oome insstneces, wlerc the cost-

priecs cgsentisrl to meintain =upply would be unde-
girobly high (from an ipT laLion-control viecwpoint)

subaidics pre beding snd will: continue to be rotorted
to. Thisg is the e=29e not=bly to whesrt. It is-de=-
girnble-to heve the rerecment of the ltalien Yovern-
ment as to the need for sueh subsidiecs, epnd to ar-
renge S0 f2r 88 popn ible thert the peyments proceed

* from or Arc for the seccount of the Itelian Govern-
nent of its Ageneids. 41l subsidy progrems should
be subjeet b0 frequent exnmineti on in ordcr to de-
tcrmine whether = amell inerease would schicve tho
germe purpose without cubjecting the netional budzot
to the'sdditionrl burden which = subs’ay invnlvca.

(c¢) The priecing of Sprdinisn ct=2l reguires im’ﬂCﬂiF‘hL
declsion.

(i) *he present siuntetion ig-appwrximetely n@ follov
priccd in Serdinis rsvgc gener=lly from 140 to 160
liri end-elaewhcre in Itely from 300 to. 320 lire per
netric ton. Toets probeoly very.zround 300 lire At 1
the minecs,.depending on output. 4t the geme time
nrior to invesion imported ecgel wes sround 300 Llire
gencrelly. throughout ell It=aly.

: (i1) .Inmssuchkh =8 the zcnerel price structure in
Sepdinie hes: becomu sdjusted to g cofl ‘pricec of 140~
150 lire, it is probebly Justifirblec to continpue
thet prileec for the time being. Normslly, however,
it would not be concidered cgusisble to oblage con-
1 sumere distent from the point of productlion
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to subsidize those nesrby. Consequently any differ-

ential coerth price in fsvor of users in Sardinis sh-
ould be reviewed from time to time. ;

(1i1i) Frices for Sardinian coal elsewhecre in Italy
ahiould bhe se¢t sufficiently abbve cedifi Itelicn pnrﬁ
to cover as much a8 possible the loss on cosl ot low
er prices in “ardinie. It has been sugrested thal
theste prices should renge somewnere between 300 ave
500 lire, but a deciegion can best be mede Ly gtp
Tucl experts in toueh ‘with the situstion. whether

g Behedule of differentinl prieccs for wverious types
of usgers can be set up will depend on the pvailsabili-
ty of technicel steff.

(iv) As to the determination of the prices of! 1m-
ported coel, gce below, peresraph 4(a). ‘

4« A5 to pricing of dmports, the poliey should be %o charge
2ll such goods fto the appoprizte Yinistry or Arency of the Itzaliap
Government at a price in lirc corsidered to be cquivalent to lendcecd-
cost(ise.c.i.fu Ttelian ports). Zhe price At whiech thesc goods arc
subscquently sold will be determirned by the Itelisn Fovernment in ocon-
sultation with the Alliecd Control Commission in all arces under Com-
mission control, ~nd by the approprictec lcoel government=l ageney in
accordenece with AYG directive in =11 other arces. This proocdure Wwil:
be more readily understood by the British snd Americen publie than on
nnich Involves metusl sele by Allied offieclsls of imported gocds At n
loss. Jfor the purposec of reducinz Governmentsl expenditures, imported
700ds should normslly be resold st prices whieh will avoeid lossea to
the Governmentel =gcney cherged with them. However, the policy of
neintaining the preveiling price-cost structure in Ithly so far as
r08slible, will make it desiresble in some instences to sell importeced
roo0ds 2t prices whieh will te below lended sost. In the following
‘aragraphs the problem of priecing verious types of imports 4is exanine!
.rom this viewpoint. ' - |

(/) Pocdstuffe. In genersl, the npreveilinge of "iadal
priccs of majdy foods(especiolly flour) in It~ly =re
. lower than lire couivelent of the lended cost of the
correpponding imported itéms. In the interest of re-
taxding the rise in tihe gost of living, 4t has boen
'Pnd will ‘continue to be neccecrry to sell most impoxrt
ed Toouds at lesa than cost. However, in the determ-
in2tion of the comestieo priccalsee paragr-ph 3) Ppo-
punt should be teken of the-scat of im‘pc}rts,f 'f{-‘[%ir-
proportion of totel donvbumption whiech is Euppliﬁglﬂa
imports , end how long ‘this degrec of dependencé on
imports is likely to iéontinues If the proportion is
lerge and'likely ?g}cﬂntinut Lerge, bArd the apread
il

—

i L i

=)




(b)

(e)

i
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between lending cost and preval ling domestie price 18
gl 80 large, considervation chonld be given to raising
the domestic price.  Even inflation contrcl mey not
justify costly subsidiea, the burden which will have
tu be Lorne by an already cver-loaded Italion Govern-
ment budget,

iledieal. ond other Euﬂgll*ﬁ and eguipment for the use

of the Guvernmﬂnf_;arme forces and public ]f#flh?inﬁh
of Tt y. - . :

There is no inflaticn-control argument tc sapport a
pelicy uf supplaing such imports below coest. The Min-

igtry or Governmental agency to which they have ini- P
tially been billed at cost, may &nd gencrelly shiuld fi'.-.'
tranefer the full ecst of gucds onto the budgets of e
the institutions, Departments, ur cther Goverhmental 0y,
unites subseouently acoguiring the guods for usey It is o

of ecuurse true that tlhie nel coust to the Government is
the same, but from & budgetary point of view 16 4s
mure satisfacbory tu charge the cost Cf 1lmported art-
icles to the brench or unit responeible, LEf course,
ifT the artiecle in gquestivn is one of The common con-
sumpticn énd has & prevailing price beluw landed-cost o
whieh it is desired t¢ maintain, the Itelian Guvern- 4
ment may prefer to charge inpirted goods 10 the cuon-

supiinz wnit, institiaticon, ¥ ggency at the prevailing

price, earrying the lcgs on the Hatienal budget.

Industrigl end agricul turél eguipment and sunpliss,

inelu ding fertilize req In #acroerdance with the gencral

policy laid duvm in [“EII‘EFI’]}I + abpve, 81l such igport
a5 seunl 2s arrangoments can be made in buth LCC and
LG territery, will be charged te apnriprigte Italian
Governmentel Sinistries or egencies 8t landed cost.
Nermallyy it should be. pougsible. fur the bovermnment 40
esell gugh gowdds at appruxinetsly the same prictel lIr
geme instances, Lowever, sucll resale prices would be
s0 much above the preveiling price (demand heing en-
tiraely dependentecn inmperts), s8¢ muach a@bhcve previcus
prices t. whiell consumers lisayve adjueted vheir own Op-
erations, &g te make it impuesible for them to sell
their optpunt 8t the ofifietal price, Inwther instan-
CGR it will be epprepriete Tor ‘the: Italisn Gouvernment
cfficigls and LCOCC oy ..0°G effieifls cenecerned jointly
tu cunsider which is prefeoralile: to supply the import-
cd arliecles &t less-thir-cost prices, the Givernment!'s
pudgot hegring tlie losey or to &l low the users of the
imperted articles tu réise tlhe prices of their produ-
cys Or sBervices £0 frr as tu cuver the incregsed cost
L:'.TJ- Impobrted eguipmsnt 1 I'H\‘i materials,

i

—
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Tt im stronply recommended that all dmported cral On &rv= k.
ival be billed to the Italian Guvernment at landed ccst.

Bt it will be then be necessary to deterpmined what puoligy
the Italian Government should fellow in selling €1 cliariing ¥
that coal o6 state 8nd privaie uBEI'S, Imported cusl - From T
Gormeny was sgczlling at shout 3LL lire per metriec 1L pGr ;
1o the invasion. Lmerican end British coal heo & landsa I
suet somewhers betwemn 2500 and 3LUL 1ire at Itel ian purts. :
e what extent su high & price fur coal wenld raisc tlie pro- 3
duncticn coete of publie utilities, flour mills, baksried, g
nachine shops, mines, c¢tle., hevoend toe point 8t witich they i
aonld ecntinue to wpergatc atv existing priceg for 1 hedir pri- 3
duets, is net lnewn and w4171 heve to be escertained in tlie i
casc of each major user and industry. ljei ther ia it pussibly Lﬂ
from this digtence tu determine whether a single price Tor
imported cogl tu Ell UEETE (whetever thet prics may be) is %
preferable undsy exXietiig cireunstences t0 & schedule of ti
diffprentiale for variousg classes of USETs. In any Ry
it Y411 prokably Ne: Necesairy o hove £ consider- :ﬂ
ebly lower price Ior Sapdinian ceol then for imported cual %[
in order to induece ussers tL TAXC the former, whieh is much iy
inferior to the latter. »1l theas matters will have to be fi
the subject of consideration by Itlien and LCC-.lib futhor- g

: iﬁﬁmmﬂity for immediate conejderation 1e imperted cogl.

prict
event

j_ 1:I j-_ o

(d) The pelicy l&id dova in paragreph 4 anove, invoelving the $i
billine of 211 imports tC the Ttalien CGovernment cr 1ts 3
grengics at 1pnded-cost, will make it nectssiry for G-
oe to teke eccount cf th 1rnded coust ¢ff the articles 2 7 i
recrives Trim 2bread. Tiils vould run ccunter to accounting '
proecedures noy heine Tullowed, butawag o some eyxrent fure= 3]
deen in our .7 73, sent W CCS on 1 Dovember, which said i
in - Here {guTrpnremcﬂ]: 0Iy the determination of prices in QQ
Itely ot which we will 6.1 impoeris; the lunded-valucs A

scheditles yuu ars preporing will he of come ageistance, 8l-

tHouglh loctl cunsideratiiing: BUCL BB preveiling prices are
now of predopinant importence i tiois motterd? It is 6180
+¢ bhe noted that iy mesacfe GG 20T of 6 Novenber the Vgar A
UPfice inatructed the British Liimy necounténts in this Th- N
tre to koép whet rocordd they coulc of ‘the velue. ol sup- }“
plics meds avoileble to the Tt2liecng, Heving in pind the '
uncertain neturs of fature nogotis tions vihhieh mry hove 10
be ecarricd out with the Ttrlians in reaching A fincl peeee

21T .t J--.' ] ™ m'-.f'l!.l Ll W

t'.

I
5. 8 to the pricing .of cxXports.

(o) .8 te the prices DF id to the prudncer in Itely a8 con=
| (%) LY 5




cerned, it is8 propossd thst it be bracd ovn cost

(ircluding 2 réeosonsble prefit) ot the puint wiere
a6 trkes posgession. sdmittedly, heving.in view
the disturbed conditions ns to wiges, ocet of mot-

erirle i#nd fuel,; cetc«, Wwhich It-licn priducers freg,

ftg well ag the dongge thily plents hhve in mony
cngss suffered, 1t vill not ke ehsy ¢ firrive O
nt nnd ngres on # fodr cost priee. DBut nc other
poliey will be rendily defensible.

(b ) ug to the priee to be chorged o the buyer in the

foreien mnrlkot, ssferel bracs prescnt thomselves: XX

(1) Seil &8t ¢ less (d.c- Pt less thon dended ctst)
in ordery to adjust to priec preveiling dn that oir-
ket (2) Bell gt £ price designed Lo covor IANCOG-
cogtay (3) Sell ot & price dbove, Lended cougts by 41
smotint cunsidcrod rongsdnoble an view of prices pre-=
vodlding in the merket, DBael of these pogsibilitics

a1l be eansiderods

(1) 1l should not be necegsiry to sell £t e,lo8s;

innamucl ng Itelicn cxporteble Surpluscs

consist or gfoods (enlphur, citrus by-preéducts

2yiite, nuts, winc) which in wview of wortinme

coreitics o dn momst.cosug Toadily he BOLd

in forcipn meriets ot prieccs vindelh will evaid

loasg.

(2) Selling shread Bt pricea desicried only ©0
cover 1rmded cust wonld bhe from stmz ROINES
of wiew mopt defengitbls poliey. Et would Do

roddily decspted bWy Laglo—anericon opiniocn

pa boing fiodply compiirable To tho policy Hor-

ein roeopmanded Wi chorging imports to the
Iteldnns £b prices @livering Londed custs,
[Howcver, thera arec persafsive nrgnmints 1n

foviyr ©f brgie no., 3, wikch are next prosinit-

G,

(33 In general, it is rdeomuended thet cxports
Lo priced to foercipn hiuyers At priccs &£bhove

lendsd ecets by an feceocunt considcered rceson-

al?

abhle in view ¢f pricos nreviiling in tha buy=

crs countrv. This peclicy would lirve sowvoral
cdventoces, to effsct the GletdveniBges men-
tioned dn [2) obeve. (&) It would providc &

rescrve whickh, thouph nict Aceruing to the -

medinto: benifit of the [toldisn prodiicir's,
euld bLe avollatile to moet, fubbure eonting-
nejsa. (b)) It weuld be entirely roasonablc
; 1 Bl cr%FJﬂf prnitﬁ o neutrsl countiras
[
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such aeg Spnin, T:’.'.urT-::;y Or wrgentint te price =
them £t lovels prevailing in thoso ceuntrice,

(e) Renzonnble prices, evin thoush fhove Lan- & |
ded costs, would not be unf ir to consum rs 1.
in .1liocd mexlote, and the reenliting exlrs A<
mounta of forcipgn excliong: (dollers, at L THES

1 franes, cte.,) ecould bo held Ffor fppropric ta

digposition in th futurc--pessibly thourh not
neces=irily — s o pertinl reimburstront 40 e
~11icd Guvernm nte for goods supplicd to Itnly
Tep civilirn purposcs,

. 1
|
|;

‘ 6. Considereticn sheuld be gpiven to th instrumcentrlity thra ¥
tugh which cxports end imports will be Zceount: . While i
€1l suen tronsfetions could be dnrrica dirpetly into JE5TFLE ;
beloriee shoct, it dia pugcesfod thot 4t ia prefernbla. to 2 L
JECN soperete dectunts for this purpesc boesuse (0 )uit R,y T
acoounive sre not desipned inventorles nnd (b)it is not vt
clarr thet LMY is to enrry forsimm ¢ chénge, It is: thero |
fore proposcd thoet en Xport ond Import .ziney(or gsupcratc ?f
EZonecieys Tor '.u"i['.‘]"::.i g ercntsd nsn ; DEEG o5 U €5 WBRE o] LA S1ih _*l"
Cummigsion in the same wny thet .00, is perit of theRinanet i
Sub-Comrigaicn snd thet ovesr its hécks 711 po cunti ne of
xports to end imperts from It Ly should prse, Y

The follewing hynothoetict'l summrrizod otos. menlt of re- 3
ciunt ia offcred as an illustroticon of the WAy in whieh
such an agoney might funetdcy,

RO ReinAan+ {I"1| cf wercunt &g ot 9 deteo 4
ALl amonnts An 13y i z
L8 LTS NTLBILINTES v

=ACURTS | EPURMS

Uashin hand end

% barkors T, LL0  LUC sundry ercditors:
Cesh(in furcimrm ox— Lavances chtiingd
chingd jet benkers Fram .38 £0r pur-
Rbriad, converted chagds etods for
Etienrrend ratc of POt 66, Ul ;LU0
cxehongce 5 LROPel LI it T BHienec on cxpaxrt
Goods dn hend, 2t ecst 14 sl O C fecsoumt 16, UL L, UG

Total Pl LS, e vl

oLy Gl Tetnl 15,000, ULU
LOYS L




i
1

e e———
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3

i
TMPLRTS } CIMPURES

!
Crek ot niifs G hENK-TS Stndry croditors: q ell
(procecds s7los of Beon, & Indus. Sub-
impcrtcd gouds o Comm. (veluae of

Tt-1lirn Gevernment or ‘ conds roc(d ot
Ite fponcics 140 QL UL 1rrded cost) 140,000,000

Total 1405 CUU,, UG Totol 1405 UL GO0
an cxpminetion of thie stttomant will Andients povaTdll
Imports cin b cirricd into the secounte of The Hgancy
rmd then seld er billed te the Ital i6n Guwarnment or its Sgenciss
t n price in 1irc cdesignoa fo covey thisg nost. Should 2ny in-
gtenecs cocur in vhich ..0C or 411G itsclf sola at g lLeogs, tlhidd
wonld be reficeted by 7 deficlit on the ranot side. (2} any surplug
n orelrngs over ecst ef cxports weuld ke efrricd visivly.
soacounts wore being liguidrted In Yhe eourac of nog-s
ol import Acpcunt

of forcl
I the srov:
otintions with tho Ttrlinon Goverrymont, the stats
ig olozrs d.0a0 s 6f lire obhbrnined for imports in gomc AnstEne
cos guld dirdetly B¢ tho wscrs but gunsrelly kililcd vo the LERlioy

Thy pesgsibility of converting thege liré 1in-

Guyvernment 8ot cOBL,
w411 ke one of the post Wil pris

to the desired fursign currenci
bloms. w8ib the expery ¢ pacunits, nd considaring the Them T,

L, LU laxe Ma3Alrncs On cxacrt /", tlls fcexucs o8 n result cof
aclling exports Aboye cost fnd xam ing oftor the Itclinng heve |

peen Pully srtiglicd by pHjment to the producers of goods exported

gff £ pricc including fiiy profit. g gtetod, it con be SLtlfi=

eide Bs A roeperve tL  pdiust DPriccs E id to producers if Fubsc-
howe those criginnlly fid te have Teon insdoguite

gquent faelysis 8
t6 koon tho pruducers in bugincas. sealingn thet , 1T bieimes tic
apienut Shown

g
of tho AlilcB. <wske Txum this, U= wilvle
ag an asset ot Gususiigiorn Lire vl waat dn foredign cXCHENEG.
e disposition of this forclzn sxehanme will romain for discus-
sicn, for cxemplc £8 TO whetlier part cr 211l off it will b made @-
veilable to the Iteclicns in meating the L1lics! demend for con-
version of the lirs hald in th import feecunts,

pripurtby

oupply Diyisidn

A

Yinenee: Mdvislion
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1t. Col. Henderson:

1.t. Col. Carrutheérs has no importent objectiona to the
Hamlyn memanndum (Far,. 10 on letrcleum products.) He did make the following
pointa:

1. He does not think that cost of retrol is &n important enough factor
in transportation coests to seriously effect the price ol food.

2, 411 he is concerpned with 18 getting enough in the sggregate 1o
cover (a) the supplier; (b) distribution csis; and (c) taxes. If the
retall price is not set high enough to cover theae elements it is alright
with him ss long as the Italisn govennment makes up the difference through
a subsldye.

3. He thinks that the deficit end the resulting subsidy ehould be
arranged by the Allied Govts, and the Italian Govt. end not by C.I.F. and
the Italiaﬁ Govt. He said that Lt, Col. Bernstein head suggested that
peyment of the subsidy should be arranged vetween C.I.I's and the Italian

Govie

li, He would prefer 1o have the paragraph include a statement to

that
the effect %% 11 lire dmes would not cover cost, distribation, and taxes.

His estimate, of course, is that 16 lire is required to avart avoid need

for & Bubdidy.

L. S. Flummer,
Capt.

JEL 4670
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