
GENERAL AGREEMENT ON TARIFFS AND TRADE RESTRICTED 

September 1958 

GATT FELLOWSHIP PROGRAMME 

Fifth Study Trip - Summer 1958 

Towards the end of the first semester of 1958, a study trip of a 
fortnight's duration was organized for the benefit of officials from Buxma, 
Ceylon, Cuba, Ecuador, Finland and Pakistan. These officials, accompanied 
by a member of the GATT Secretariat, paid visits to the Brussels World Fair, 
London, Vienna and Rome. 

The problems studied were -

In the United Kingdom : 

Marketing of base metals (with a visit to the Metal Exchange) . 
Marketing of oil seeds (with a visit to the Baltic Exchange). 
Economic Development of the British Dependencies (with a visit to 

the Tropical Products Institute)» 

In Austria : 

The organization of State Tobacco Monopoly. 

In Italy : 

The development of Southern Italy. 

This Note summarises the information received during tho study trip. 
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LONDON - AN IMPORTANT INTIJÎNATIONAL CENTRE 

OF THE TRADE IN BASE METALS 

I. The London Market 

At the outset a distinction must be drawn between the functioning of 
the London Metal Exchange and the wider London Market. The latter connotes 
the whole complex of dealings in base metals (tin, lead, zinc and copper) 
which are conducted at any given time by buyers and sellers anywhere in the 
world either through their London agents or through independent London 
merchants. The following simple example of a series of copper transactions 
both emphasizes this distinction and illustrates some of the interesting 
aspects of the functioning of the Metal Exchange. 

Suppose that on a given day a dealer A, has three clients, B, a producer 
of copper, 0, a consumer of it and D, another producer. B has found that 
his production has been 50 tons in excess of the quantities he is committed 
to supply under long-term sales contracts and, in consequence, he is looking 
for a buyer. He accordingly instructs A to sell immediately 50 tons of 
copper on his behalf at the best prices going. The consumer C, on the other 
hand, has received large orders for his copper-containing products which 
leave him in need of an extra 150 tons of copper over and above what he has 
covered under the long-term purchase contracts which are his normal source of 
supplies. The selling price of these products is to be based (as regards 
their copper content) upon the next official London Metal Exchange quotation 
and he must secure supplies of copper at the current market price without 
delay if he is to avoid uncertainty, i.e., unexpected profits or losses 
through subsequent changes in the copper price. He therefore instructs A 
to buy immediately 150 tons of copper on his behalf at the cheapest price 
going. D, the other producer, also has an unexpected surplus of 75 tons to 
dispose of and he too instructs A to sell this quantity, immediately, at the 
best price going. A thus has instructions to sell 125 tons and to buy 150 
tons, all in the current market conditions. It is open to him to make such 
sales and purchases in gross quantities either to other merchants or dealers 
direct or in the formal dealing sessions of the London Metal Exchange; but 
normally he would obviously conduct transactions with other dealers only to 
the extent to which he needs to make net purchases or net sales. In this 
case he bids for and buys 25 tons of copper in the next session at the 
Exchange. This transaction and other similar ones go to establish the price 
during this session (i.e., "the current market price") and this price is then 
applied to the sale and purchase of the total tonnages offered or sought by 
B, C and D, C's 150 tons being provided by adding together B's 50 tons, 
D's 75 tons and the last 25 tons A had to find outside his own office. 

Obviously, this example is greatly simplified. It assumed that dealing 
are all in metal for delivery at one time; it disregards the fact that 
physical metal is not traded in without regard to its grade and shape, but 
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has to conform to exact specifications in order to pass satisfactorily into 
the production processes of the user's works; it disregards the need to carry-
metal from place to place, with consequent time delays (Exchange dealings 
cover a period of three months in order to accommodate such differences in 
place and time); and it disregards the extent to which producers and con
sumers either give thc.'.r London agents specific instructions about the prices 
at which they are to sell and buy or else negotiate outright sales and pur
chases with merchants acting on their own account. Nor can any short example 
even mention all the great variety of market techniques, let alone explain 
them. This example nevertheless illustrates some of the characteristics of 
the London market, as follows: 

(i) The turnover recorded in the ring of the Exchange is almost always 
much less than the total amount of metal changing hands in the market 
in its wider sense„ 

(ii) Anyone entering the market for the first time can buy or sell metal 
at the same price, grade for grade, as established buyers or sellers. 
There is no limitation on the quantity he can buy or sell on equal 
price terms with established buyers or sellers in the market or trading 
on the basis of the London Metal Exchange quotation. 

(iii)Much business is done on long term contracts between producers and 
consumers at prices based on the London Metal Exchange quotations. 
Such contracts provide for the delivery to the buyer's works of narrowly 
defined types and quantities of metal; the differences between the 
various kinds of contracts are in the pricing terms to apply to the metal 
so delivered. Two particular kinds may be mentioned. 

(a) Prices based on weekly or monthly averages 

Contracts of this kind are often attractive to a producer because 
they shield him from the effects of day-to-day changes in price. 
A consumer who buys on an average price, however, is then faced 
with the problem of pricing his sales at an even rate throughout 
the period; he is thus exposed to uncertainty if his customers 
choose to order erratically, which, being often scattered amongst 
the most diverse trades, they may well do. One function of the 
dealings on the Metal Exchange is to provide consumers with a means 
of ensuring themselves against this form of risk (see IV(a) below). 

(b) "Fixing" contracts 

Contracts of this kind are usually attractive to consumers since 
they remove many of the difficulties noted as attaching to average 
price contracts. Under them the consumer has the right to fix the 
price of up to a specified maximum amount of metal on any market 
day, an arrangement which usually goes a long way to enable him to 
accept orders for his own products at firm prices without any 
uncertainty about unexpected profits or losses arising from changes 
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in the market price of metal. To the extent of his ability 
to fix a price on a given day in this way the consumer is thus 
relieved of any need to undertake the kind of hedging dealings 
on the Metal Exchange referred to above. 

II. The London Metal Exchange 

Organized dealings in the metals in London date from 1862, when they 
began in the Royal Exchange; and the growing importance of these dealings 
eventually led to the establishment of the London Metal Exchange Company 
Limited in Lombard Court in 1877, the foundation of the Metal Market and 
Exchange Company Limited in 1881, and the opening of the present premises 
in Whittingtan Avenue in 1882. The member-firm3 of the Exchange cover all 
stages and aspects of metal business - mining, smelting and refining, 
consumption, scrap, recovery, shipping, merchanting, finance, insurance and 
many other minor interests. At present there are seventy-six member-firms 
(including twenty-seven trading member-firms) and their business associations 
range over the world. The market deals are transacted only by authorized 
representatives of the twenty-seven member-firms. They sit around a circle 
of four benches, each bench with ten numbered seats. Behind stand the 
clerks to take note of bargains done. There are two market sessions each 
day from Monday to Friday and trading takes place in one metal at a time-
limit of five minute periods. The morning session starts with dealings in 
tin. Punctually at twelve-noon the Secretary of the Exchange, from a rostrum 
at the ringside, rings a bell and calls "tin, gentlemen, tin"; five minutes 
later, at precisely 1205 p.m. and however active dealings in tin may have 
been up to that moment, the bell goes again and "lead, gentlemen, lead" is 
called. Trading at once takes place exclusively in lead. The procedure is 
re-enacted for zinc and copper. After a break of ten minutes the sequence 
is repeated. Similarly, there are two rounds in the afternoon session, 
starting at 3.45 p.m. and with an interval of five minutes after the first 
round. Trading may go on unofficially for about five minutes after each 
session. This may not seem a very long time and in this respect the Metal 
Exchange contrasts with those many other commodity markets which are open 
for most of the day; but the Exchange has nonetheless been proved to be 
efficient and serviceable on this account. In spite of the fact that trading 
on the Exchange is only a small fraction and volume of hundreds of metal 
transactions that have taken place all over the world since the previous 
session, the Exchange trading is the result, the boiling down, of all those 
transactions. 

The Exchange enables all the participants in the metal industry to 
effect whatever "covering" transactions their business calls for; they can 
always quickly adjust their "metal position". They can buy or soil when 
they wish and in what quantity they wish and for early or forward delivery. 
The producer can ensure disposal of his output - or what remains when he has 
sold directly to consumers at the rate he wishes - if there is, say, a 
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strike or a threatened strike at his mine he can at once proceed to "buy in" 
on the Exchange if he wants to do so. Smelters and refiners can purchase 
ores, residues or scrap and use the Exchange to "hedge" whatever tonnages 
they do not sell direct to consumers. 

Similarly, consumers can protect themselves against price fluctuations 
by buying (or selling) in accordance with the volume of orders that they 
receive; and transactions of this kind and for this purpose need not be 
restricted to the raw metals themselves - they can be extended to semi-
processed material. For example, a cablemaker who buys his copper in the 
form of copper wire (a "semi-manufacture") and who would find it burdensaae, 
if not impossible, to match every new order for cable by at once buying wire 
of the exact specification required, can protect himself by buying on the 
Exchange. Scrap merchants and stockists of semi-manufactured products (such 
as tube, rod, sheet and strip, and others) can cover themselves similarly. 
All interests are thus enabled to avoid losses arising out of fluctuations 
in raw metal prices, and to concentrate on their main business of making a 
profit from their mining, smelting, manufacturing, merchanting or other 
activities. 

Contracts made on the London Metal Exchange may be satisfied or fulfilled 
("closed out" is the technical broking term used) without involving any direct 
change of ownership of actual physical metal. For example, a producer of 
copper may "hedge" his future output by selling "three months' standard copper" 
on the market, and, when the time comes, may simply "buy in" his earlier 
London Metal Exchange sale and sell his actual output, this time in specified 
qualities, shapes and sizes of copper, direct to consumers. He will have 
obtained price protection for the three months; but no physical metal will 
have been delivered through the Exchange. Nevertheless, it would have been 
open to the producer, had it suited him, to deliver copper to the Exchange, 
in satisfaction of his sale. Similarly, it would be open to a consumer, 
who had "hedged" his future orders by buying on an Exchange contract, either 
to meet his contract ("close it out") by re-selling when the time came or to 
"take up" metal from the Exchange. All Metal Exchange contracts are thus 
based on the potential delivery or receipt of physical metal, although many 
of them are, in fact, "closed out" by off-setting contracts. 

In the earlier days of the market, producers and consumers relied more 
on the Exchange for the disposal or acquisition of physical metal - but, even 
then, they were primarily "hedging". As the metal industries expanded, and 
consumers' requirements became more complex and producer-consumer "tie-ups" 

The term "physical metal" is used to indicate actual supplies of metal, 
as distinct from metal represented only by a book entry. For example, when 
a producer soils a quantity of metal through the Exchange and later buys a 
similar quantity before the metal sold is due to be delivered, the trans
action is, in effect, a self-cancelling book entry, and no actual (physical) 
metal changes hands. 
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became the rule rather than the exception, the utilization of the Exchange 
for the distribution of physical metal (as distinct from the accumulation of 
stocks) grew less. But its value for "hedging" grew and it is the latter 
facility, obtainable by trading on the London Metal Exchange, that is of prime 
importance. The size of market turnover, not the exchange of physical metal, 
is the principal consideration and best index to the health of the Exchange. 

Tho second basic service of the Exchange is the daily provision of market 
price quotations that are regarded as authoritative throughout the world. 
These prices are acceptable to all concorned - in a way in which no arbitrarily 
fixed prices can be - because they are arrived at objectively and impartially 
by tho unhampered interplay of countless factors of demand and supply; they 
are the resultant of a vast number of business decisions, canalized through 
tho competitive buying and selling of the twenty-seven trading member-firms. 

III. Pricing of ores, concentrates and scrap 

Tho market value of ores and concentrates or scrap is whatever their 
recoverable metal content will be worth after the necessary treatment pro
cesses have been completed less the cost of those processes. The normal 
practice is, therefore, for sellers of ores, etc., to sell their current 
output at an unknown forward price such as the London monthly average price 
two or three months forward, or tho monthly average for the month after 
arrival at tho smelter. If the business is being done on this basis and and 
the seller of the ores, etc. dislikes the element of uncertainty involved in 
terms such as those, it is open to him to achieve certainty by selling forward 
metal an the London Metal Exchange as a hedge. Such hedging facilities are 
probably not of such importance for the low-cost producer, who has a wide 
margin separating his costs from the market price, as for the high-cost pro
ducer whose operations art* already barely profitable. The former will 
probably forge any hedge so long as he can sell evenly month by month and 
thus achieve the annual average price; the latter often finds attraction in 
being able to eliminate the short-term uncertainty inherent in the normal 
basis of sales of these materials. 

IV. Tho use of a future markot for hedging price risks 

(a) Means whereby Consumers can ensure against Increases in their Raw 
Material costs 

Where technical considerations make long production runs desirable, 
manufactures tend to seek firm prices for the materials they themselves buy. 
A typical example would be a motorcar manufacturer buying copper tubing for 
petrol pipes, hydraulic brake pipes, etc., for cars to sell at a fixed price. 
In ordering enough tubing to satisfy his expected output of cars for, say, 
a year ahead, he might well ask the tube-maker to quote a firm price for all 
the tubing to bo dolivered over that period embodying, say 1,200 tons of copper. 
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Assuming that the tube-maker could at any one tine place a firm order for 
only his next throe months' requirement of copper (300 tons) he would have to 
hodge the remaining 900 tons in order to avoid the risk of the losses he 
would suffer if his buying prico for copper (the prompt price at the time of 
purchase) went up during the subsequent nine months. 

He would offeet such a hedge by buying 900 tons of "three months' copper" 
on the market at the three months*price ruling at the time of quoting his 
fixed price for the tubing to the motorcar manufacturers. When this 900 
tons approached maturity at the end of the initial three months' period, the 
tube-maker would resell his title to it in the market as prompt metal and, 
balancing these sales, would buy a further three months' supply of physical 
metal outside the market plus another 600 tons of "throe months' metal" in 
the market, both at the appropriate prices then ruling. Those operations 
would be continued on a diminishing forward tonnage until the end of the 
period of the tubing contract. 

Assuming that tho prompt price was at neither a premium over the three 
months' price ("backwardation") nor a discount under it ("contango") these 
operations - which afford him complete protection against changes in the 
market price throughout the wholo of the twelve months' period - would have 
cost the tube-maker nothing save his brokerage charges. If the prompt price 
was consistently at a discount below tho three months' price it would have 
cost him that discount, plus brokerage, on each of the occasions he conducted 
his balancing transactions; but if the prompt price was consistently at a 
premium over the three months' price he would have profited by that premium 
(less brokerage) on each such occasion. 

(b) Means whereby producers and consumers can insure against changes in 
the value of their stocks 

Producers and consumers alike have to hold stocks of metal in the form 
of work in progress, warehouse stocks, metal in concentrates and so on. 
If these stocks are carried without being hedged, i.e., if the stockholder 
carries the "price risk" on them, big profits or losses may arise through 
changes in market values of the metal, irrespective of the economic 
efficiency - or otherwise - of the plant concerned. The risk of losses 
from this cause must be a deterrent to heavy commercial stockholding and 
stockholders have traditionally sought protection against such risks by 
hedging transactions. 

Thus on acquisition of a certain tonnage of stock the holder would sell 
an equivalent tonnage on the market as "three months' metal". When this 
commitment "matured", i.e., at the ond of the three months' period, the 
stockholder would meet his market commitment by buying title to prompt metal 
in the market, immediately reselling an equivalent tonnage three months' 
forward again, thus achieving an approximate balance of assets and liabilities 
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over the series of tbe four transactions. Similar operations would be 
repeated indefinitely or until the stockholder got rid of his stocks, in 
which case he would have to make sure that he either delivered them in dis
charge of his outstanding market obligations (providing his stock was suitable 
for delivery on the Exchange) or that the sale of the physical metal was based 
on the sjime market as that applying to the discharge of these obligations. 
(For all practical purposes this would mean that sales of physical metal and 
repurchase of outstanding obligations in the market would have to be carried 
out simultaneously). Once again, the cost of these operations (excluding 
brokerage) would depend upon the relationship between the prompt and forward 
prices at the time each set of hedging transactions was carried out. But in 
this case - the reverse of the situation for the consumer described in (a) 
above - it would be profitable to conduct these operations in a market in 
which the forward price was at a premium. 

(o) Means whereby metal producers may ensure against changes to their 
selling price 

If a producer wishes to settle firmly the price at which he will sell 
his production for some while ahead, it is open to him to sell forward an 
the market a tonnage of "forward metal" (i.e., title to metal for future 
delivery) equivalent to the production whose price he wishes to fix. 
He will then proceed by buying back his market commitments at the same time 
as he sells his production of physical metal (i.e., at the same price as he 
gets for his physical metal), or, in the case of the metal to be produced 
after the end of the initial three months' period, covering his market 
commitments at the end of the first three months' period by buying title to 
prompt metal and simultaneously making further forward sales of appropriate 
amounts. Here again, the operations would be costly in markets operating 
at a backwardation but less so, or possibly even profitable, in markets 
operating at a contango at the relevant times. 

THE IMERMATIOHAX TIN AGREEMENT 

The International Tin Study Group was formed in 194-7. Its objectives 
were to study the supply of and demand for tin and to consider possible 
solutions to the problems of tin which were unlikely to be solved by the 
ordinary developments of world trade in tin. As a consequence of the work 
of the Study Group, the United Nations convened a conference on tin in 1950 
which adjourned without being able to produce an agreement. In 1953 the 
Study Group reconsidered the prospects for international action in regard to 
tin and drew up a revised draft international agreement. The United Nations 
Conference on Tin was resumed in November-December 1953 and produced the 
International Tin Agreement (Geneva) 1953. 
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Summary of the Provisions of the International Tin Agreement 

The objectives of the Agreement are: 

"to prevent or alleviate widespread unemployment or under-omployment 
and other serious difficulties which are likely to result from 
maladjustments between the supply of and the demand for tin; 

"to prevent excessive fluctuations in the price of tin and to achieve 
a reasonable degree of stability of price on a basis which will 
secure long-term equilibrium between supply and demand; to ensure 
adequate supplies of tin at reasonable prices at all times; and 

"to provide a framework for the consideration and development of 
measures to promote the progressively more economic production of 
tin while protecting tin deposits from unnecessary waste or 
promaturo abandonment." 

The governing body is the International Tin Council. Each member 
government (consuming or producing) is represented on the Council. The 
producing countries hold a total of 1,000 votes, distributed so that each 
country received five initial votes and an additional number corresponding 
to the percentages listed in Annex A (as amended from time to time) of the 
Agreement. These percentages were arrived at initially taking into account 
the production of the countries concerned. One-twentieth of the percentage 
of each producing country must be re-allocated annually and such re
allocations may result in alterations in the votes of the producing countries. 
The consuming countries hold a total of 1,000 votes, distributed so that each 
consuming country receives five initial votes and an additional number 
dependent upon the net imports and consumption of the countries concerned. 
Votes of the consuming countries are also adjusted annually on the basis of 
the average of imports and consumption in the three preceding years. 

The Council appoints an independent Chairman to whom the Secretary of 
the Council and the Manager of the Buffer Stock are responsible. No employee 
of the Council is permitted to hold any financial interest in tin. 

The general expenses of the Council are met from an Administrative 
Account to which all members contribute in proportion to the votes held. 
Expenditures specifically in connexion with the Buffer Stock is met out of 
Duffer Stock funds. 

The Agreement establishes a floor price and a ceiling price. The Council 
examines these prices from time to time and may change one or both of them. 

The Council must consider periodically the probable demand for tin, the 
probable movement of commercial stocks, the quantity of metal held in the 
Duffer Stock, the current price of tin, etc. Subject to such considerations, 
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it may establish a control over exports (not, however, unless there are at 
least 10,000 tons of tin metal in the Suffer Stock). The permissible export 
amount thus established is divided among the producing countries in pro
portion to their percentages. There are provisions (including, if necessary, 
penalties) for the cases of under-export or over-export. 

Provision is made for a Suffer Stock. Contributions are compulsory on 
producing countries; but voluntary contributions may be made by producing 
or consuming countries. Not more than 75 per cent of the contributions may 
be made in tin metal; the balance must be in cash computed at the current 
floor prioe. The total Buffer Stock is to be the equivalent of 25,000 tons 
of tin metal. Initial contributions, totalling the equivalent of 15,000 
tons, are due on a date to be determined by the Council; the subsequent 
contributions - two of the equivalent of 5,000 tons each - are called up when 
the proscribed conditions are fulfilled. 

The Buffer Stock Manager is responsible for operating the stock. When 
the prioe of tin is at or above the ceiling price he must offer tin for sale, 
if he has any. When the price is at or below the floor price he must buy 
tin, if he has money. The range between the floor and the ceiling is divided 
into three sections. In the lower third the Manager may buy tin if he con
siders it necessary to prevent the price from falling too steeply; in the 
middle third he neither buys nor sells unless the Council decides otherwise; 
in the top third he may sell if he aonsiders it necessary to prevent the price 
from rising too sharply. It is further provided that, when the price is at 
or above the ceiling, the Manager may accept bids for tin at the ceiling 
price direct from consumers in participating countries. 

Provision is made to deal with a tin shortage. If a shortage is 
expected the Council may request all interested countries to provide estimates 
of their supply of and demand for tin and may recommend the maximum develop
ment of production and make recommendations to ensure to consuming countries 
the equitable distribution of available tin. 

Amendments to the Agreement may be recommended to contracting governments 
by the Council if there is a two-thirds majority of each group in favour. 

The duration of the Agreement is fiye years. It may be extended. The 
Council recommends to the contracting governments not later than four years 
after the entry into force of the Agreement, whether it is necessary and 
appropriate that the agreement should be renewed and, if so, in what form. 

The Agreement has been ratified by the following countries; Australia, 
Austria, Belgium (on behalf also of the Belgian Congo and Ruanda-Urundi), 
Bolivia, Canada, Denmark, France, India, Indonesia, Israel, Italy, Netherlands, 
Spain, Thailand, Turkey, United Kingdom (on behalf also of the Federations 
of Malaya and of Nigeria). 
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A A T S U T I N G O F O I T . W . D S m T H ^ U N I T E D Z E H G D Q M 

The centre of oils and bilseec trade in the United Kingdom is the 
Baltic Mercantile and Shipping Exchange, more popularly known as "The Baltic'1. 
. Though the Baltic is internationally known nore as a shipping and freight 
exchange, nevertheless it plays an important part in the sale of grains and 
oil and oilseeds. The oilseeds section of the Baltic Exchange deals in all 
kinds of seeds, including groundnuts, linseed, castor seed, the oils from 
these seeds.and soyabeans. These members belong to the Incorporated Oil Seed 
association . 

During the second half of the nineteenth century the British traders 
dealing in imported oils and oilseeds widely felt the need for establishing 
standards pertaining to admixture and fair conditions wf sale since they were 
receiving parcels containing an abnormally heavy admixture of foreign matter 
and the seed was often of poor quality and condition, ifith the purpose of 
drawing up forms of contract establishing a fixed basis of admixture and a 
warranty clause guaranteeing the goods to be of a fair merchantable quality, 
the Linseed .association was founded in 1863. In 1881 the Linseed association 
was reconstituted as the Incorporated Oil Seed .association which had precisely 
the same objects as the Linseed .association, but covered a wider range of 
oilseeds. The functions of the Association pertain to (i) forms of contract; 
(ii) standard average committees; (iii) arbitration; (iv) analysis for foreign 
matter and tests for oil content; and (v) statistics. 

(i) Forms of Contract 

The Incorporated Oil Seed association establishes from time to time the 
Forms of Contract for the various descriptions of oilseeds, the terms 
of which are negotiated by consultation and agreement between all parties 
engaged in the particular trade, through the medium of a Contract 
Committee which is so constituted as to be equally representative of all 
sections of the trade. The following contract forms are at present issued 
by the Association: 

Linseed 

Ex-ship La Plata Linseed, Parcels, 4 per cent Basis, jor the U.E. 
" Ditto Cargo, 4 per cent Basis, For the U.K. and 

the Continent 
•' Ditto Parcels, 4 per cent Basis, For the Continent 
" East Indian Linseed, For the U.K. 
" Ditto For the Continent 
" Chinese and/or For the U.E. 

Manchurian Linseed 
"' Ditto For the Continent 
" Linseed - Any description not otherwise provided for 

The Incorporated Oil Seed Association deals with oilseeds but not 
with oil, although, of course, they do analyse for oil content the seed when 
required. Business in vegetable oils is done on contracts of the London Oil à 
Tallow Trades .association and is conducted on the Baltic in the same way as 
oilseeds. 
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Linseed (continued) 

North American and Canadian Linseed J.F. Se I. 
Terras 

il 

11 

il 

II 

Rapeseed 

Sx-ship 
it 

ii 

C F . i I. 
Terms 

Any other description not provided for (4 per cent Basis) 
La Plata Linseed (4- per cent Basis) 
East Indian Linseed (Pure Basis) 
Chinese and/or ..anchurian Linseed (Pure Basis) 

East Indian Rapeseed For the U.K. 
Ditto For the Continent 

Chinese and/or Manchurian Rapeseed,For the U.C. 
Ditto For the Continent 

Chinese and/or Manchurian Rapeseed (i:ure Basis) 
Rapeseed (other origins) (Pure Basis) 

Gingellyseed ( Sesame seed) 

Sx-ship 
n 

it 

CF. à I. 
Terms 

Poppyseed 

ix-ship 
H 

C F . & I. 
Terms 

For the Continent 
For the U.K. and 

the Continent 
For the U.K. and 

the Continent 
Chinese and/or ilanchurian Gingellyseed (Pure Basis) 
Gingellyseed (other origins) (Pure Basis) 

Bombay and Karachi Gingellyseed 
Chinese and/or Manchurian 

Gingellyseed 
.̂ ast African Gingellyseed 

I. a. st Indian Poppy seed 
Ditto 

Poppyseed (any origin) (Pure Basis) 

For the U.K. 
For the Continent 

Sunflowerseed 

ix-ship 
CF. k I. 
Terms 

Castorseed 

Any origin 
Any origin 

.̂ x-ship 
ii 

.̂ ast Indian Castorseed 
Ditto 

C F . & I. Any origin (Pure Basis) 
Terms 

Cottonseed 

Sx-ship 
H 

IT 

II 

For the Continent 
For the UJK. 

Black Egyptian Cottonseed, Parcels,For the U.K. 
Bombay Cottonseed For the U.K. 

Ditto For the Continent 
Cottonseed - IndiaJi Descriptions 

(other than ordinary Bombay) For the U.K. 
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Cottonseed (continued) 

Ex-ship 

il 

Ci". & I, 
Terms 

Cottonseed - Indian Descriptions 
(other than ordinary Bombay) 

Cottonseed - .any descriptions not 
otherwise provided for 

Egyptian or Sudanese 
Cottonseed (other origins) 

For the Continent 

For the U.K. 

Groundnuts in the Shell and Groundnut Kernels 

Ex-ship 
it 

Bombay Groundnut Kernels 
Coromandel Groundnut Kernels 

(Dry Decorticated) 
Ditto 

Jest .african Groundnuts in the Shell 

Last African Groundnut Kernels 

For the Continent 
For the U.K. 

For the Continent 
For the U.K. and 
the Continent 

For the U.K. and 
the Continent 

For the UJC. and 
the Continent 

For tiie TJ.K. and 
the Continent 

C.F 
Terms 

I! 

ii 

Chinese and/or Manchurian 
Groundnut Kernels 

Handpicised Selected Chinese 
and/or .ianchurian (Groundnuts in 

( Shell 
(Groundnut kernels 

Indian Groundnut Kernels (Pure Basis) 

Last „̂ frican Groundnut Kernels (Pure Basis) 
Chinese and/or Manchurian Groundnut Kernels (Pure Basis) 
Handpicked Selected: (any origin) 

(Groundnuts in Shell 
(Groundnut Kernels 

West .r.frican Groundnuts - Charter Party Terms 

Mowraseed 

Ex-ship Bombay iwowraseed 

Soyabeans 

Bx-ship Iianchurian Soyabeans, Parcels 

Ditto Ex-ship 
CF. & I. 
Terms Soyabeans 

Cargo 

^or the Continent 

For the Continent 
and the U.K. 

II I! 

Ex-ship West Africai Palm Kernels 

(49 per cent Oil Content Basis) 

Hempseed 

Ex-ship Manchurian Hempseed For the U.K. and 

the Continent 
CTerml I* H e m P s e e â (&ny origin) (3 per cent Basis) 
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Standard Average Committees 

Committees are appointed by the Sxecutive Committee of the Association 
for the purpose of establishing Standard Average Samples as required by 
the Contracts. These Standard baraples provide the basis upon which 
deliveries are judged in respect of quality. The constitution of each 
Standard Average Committee is an equal member of Shippers and Crushers 
with an indépendant Chairman. • 

•tirbitration 

The Association provides the machinery as called for in the Contracts 
for settlement of all disputes and for the empanelling of Courts of 
-appeal and for final reference to the Courts of Justice in the United 
Kingdom. The rules pertaining to arbitration are stipulated in the 
Contracts. 

•rjialysis for Foreign iuatter and Tests for Oil Content 

The association provides a staff of experts to deal with the analysis 
for foreign matter called for by Contracts and a fully equipped laboratory 
in maintained for the purpose of making tosts for oil, acidity, moisture 
and other contents which may be required by contractual conditions or 
desired by members for their information. 3?or instance, the Contract 
for South/Aast African Groundnut Kernels stipulates that: 

"The kernels are warranted to be in good condition at time of 
shipment and are further warranted to be of the fair average 
quality of their description at the time of shipment, such 
average to be decided by the Standard Average of the Incorporated 
Oil Seed Association for the month in which the kernels are 
shipped. . . The authorized people shall be ordered to take 
a fair average sample of the bulk out of the bags emptied 
for taring, and to seel and forward it to the Incorporated 
Oil Seed .association, who upon such sample shall determine 
by analysis, the percentage of admixture contained therein . . . 
The basis shall be pure groundnut kernels and the buyer shall 
receive en allowance equal to the percentage of admixture, 
rfhen the -association allowance exceeds 2 per cent, the excess 
of 2 per cent shall b« doubled . . . should the kernels on 
arrival not prove equal to above warranties, be sea or 
otherwise damaged or out of condition, this Contract is not 
to be void, but the kernels, as well as the sweepings, are 
to be taken with an allow.-nee to be fixed by agreement or 
by arbitration." 

Certificates of .jialysis issued by the association under the terms 
of the Contracts are find and binding in all respects. 

Statistics 

The association maintains a very full and complete record of 
statistical data. 
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FINANCING 0? E S ECONOMIC Q.-VSLOKaNT IN TH3 UNITED KINGDOM DLIP.JNDSNCK;S 

The initiative in deciding what lines of economic development to follow 
is left to the Colonial governments. For their part, the governments of 
the dependencies have drawn up Development Plans which lsy down the lines 
of progress and which they are financing from their own revenues, loans they 
raise - mostly in London - and from the money being made available by the 
United Kingdom Government. In addition to grants-in-aid for various purposes, 
the provision for the schemes ''to eid and develop agriculture and industry 
in the Colonial Territories, and thereby to promote commerce in the, or 
industry in, the united Kingdom" amounts to L230 million over the period 
1940-60. The funds have been provided under Coloniel Development and 
.elfare ̂ cts of 1940, 1945, 1950 and 1955. 

The contribution of Coloniel Development and welfare funds towards 
development has varied from territory to territory, although in all they 
have giventhe impetus to forward planning. In some territories, including 
the Leeward and tfindwora Islands, British Honduras, the Solomon Islands, 
Coloniel Development and Welfare funds htvo provided nearly all the finance 
for development programmes; in otherapfor example, Nigeria, Tanganyika, 
Jamaica, Cyprus and North Borneo, they have constituted about en®-third 
of the finance available. 

In addition to the Colonial Development and Welfare funds, Colonial 
governments (including local authorities) have access to the London market 
for raising loans. These loans rank as trustee securities (in which funds 
held in trust can be invested) by virtue of the United Kingdom Goloniol 
Stock Acts of 1900 and 1948. Loans raised by Colonial overnments (including 
local authorities) in the period from 1947 to 1956 totalled about L150 million, 
iàoreover, by virtue of the Colonial Loans Act, 1952, the United Kingdom 
Government took power to guarantee loans made to Colonirl governments by <^ 
the International Bank up to a total of £100 million. In spite of substantial 
financial aid from official sources, the chief source of investment funds 
continues to be private capital. It is estimated that about half the total 
investment in the dependencies comes from private sources, which tend to 
concentrate on agricultural and industrial production, mining and trading, 
leaving the creation of assets such as health and education facilities, 
railways, roacfe and electricity supplies mainly to government. The main 
sources of private investment are profits of the United Kingdom firms operating 
in the territories or new money raised by these firms in Britain. 
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Sources of Finance for Development Plans in Opération in 1955 

Territory Planning 
Period 

Total 
(i'OOO) 

Sources from which financed 

CD & W 
Funds (a) 
(i'OOO) 

Loan 
Funds 
(i'OOO) 

Local 
.Resources 
(i'OOO) 

Gambia . 
Nigeria: 
Federal 
Northern Region (b) 
Eastern Region . . . 
Western Region (b) . 
Southern Cameroons . 

Sierra Leone 
Kenya . . . 
Tanganyika 
Uganda 
Zanzibar 
Aden Colony 
Aden Protectorate (f). 
Northern Rhodesia . . 
Nyasaland 
Somaliland Protectorate 
Mauritius (f) 
Seychelles (f) . . . . 
St. Helena 
Fiji 
western Pacific: 
Gilbert and cilice 
Islands 

British Solomon 
Isi .Prot ectorat e . 

Cyprus (g) 
Gibraltar 
Malta 
Falkland Islands . . . 
Barbados 
British Guiana . . . . 
British Honduras (f) . 
Jamaica (f) (g) . . . 
Leeward Islands: 
Antigua 
kontserrat 
St .Christopher-Nevis 
Virgin Islands . . . 

1955-60 

1955-60 
1955-60 
1955-60 
1955-60 
1955-60 
1956-59 
1954-57 
1955-60 
1955-60 
1955-59 
1955-60 
1955-60 
1954-59 
1954-59 
1945-56 
1945-55 
1945-55 
1955-60 
1949-60 

1955-60 

1955-60 

1955-60 
1955-60 
1955-60 
1955-60 
1956-60 
1955-60 

1955-60 | 
1955-60 
1955-60 ; 

1955-60 1 

865 

91,336 
89,220 

5,200 
104,860 

1,560 
7,622 

29,641 
25,849(e) 
30,000 

1,300 
7,681 
1,716 

28,500(e) 
8,430 
1,021 
9,720 

311 
163 

13,840 

390' 

1,200 
38,000 
3,000 

631 
215 

8,247 
19,000 

3,405 

944 
254 

1,445 
127 

799 

4,150 
6,646 
3 ,450 

700 
1,560 
2,483 
7 , " ~ .015(d) 
4,650 

500 
391 
314 
856 

1,410 
2,170 
1,021 
1,970 

238 
148 

2,094 

240 

580 

500 
580 

50 
724 

4,374 
3,010 

796 
234 
497 
127 

51,300 
114,000 

500 
24,860(c) 

3,640 
11,350 
14,200 
11,500 

3,489 

11,150 
4,860 

5,211 

7,303 

80 

1,520 

4,769 
12,125 

280 

20 
445 

66 

36,300 
68,574 

1,250 
79,300 

1,499 
11,276(e) 

4,772 
18,000 

909 
3,878 

860 
14,746 

1,400 

2,539 
73 
15 

4 ,443 

150 

540 

980 
51 

165 
2,754 
2,500 

115 

148 

503 
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Sources of Finance for Development Plans In Operation in 1955 (continued) 

Territory 

Trinidad and Tobago . 
Windward Islands: 
Dominica 
Grenada . , 
St .Lucia 
St. Vincent 

North 3orneo . 
Sarawak . . 
Singapore . . 

Planning 
Period 

1950-56 

1955-60 
1955-60 
1955-60 
1955-60 
1955-60 
1951-60 
1955-60 

Total 
(L'000) 

10,500 

1,070 
687 

1,280 
954 

5,495 
17,240 
65,600 

Sources 

CD à YJ 
Funds (a) 
(fc'OOO) 

1,000 

909 
687(h) 

1,280 
594 

1,400 
2,198 
601 

from which financed 

Loan 
Funds 
(L'000) 

5,654 

16l(i) 
-

~ 
360(i) 

2,625 
3,587 

41,783 

Local 
Resources 
(L'000) 

3,846 
i 

_ 
-
-
-

1,470 
11,455 
23,216 

(a) The figures in this column for the most part show the amount of Colonial 
Development pjid '.lelfare funds allocated to the individual territories, but 
in some oases the plans also include the territories' shares of other 
allocations such as the ''central" sums set aside for specific purposes 
(e.g., research). 

(b) Includes all recurrent plus capital expenditure planned for the period 
1955-60. 

(c/ Includes L18.8 million from liarketing, Board Loans and Grants. 

(d) Includes £500,000 free grant towards the Swynnerton Plan to intensify the 
development of African agriculture. 

(e) Includes anticipated expenditure, for which the source of finance 
is not yet known, 

(g) Detailed information not available. 

(h) Includes L312,500 for hurricane rehabilitation end reconstruction. 

(i) Provisional. 
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THE TROPIC.-.L PRODUCTS INSTITUTE 

The Tropical Products Institute assists and advises British territories 
in tropical and sub-tropical regions. The Institute has an important role 
in respect of the overall discharge of the responsibilities of the Colonial 
Office in promoting the economic development and welfare. The Institute is 
an organ of the Colonial Products Council whose terms of reference are: 

"1. To consider how, by the application of research, greater use can 
be made of Colonic!, plant and animal products. 

"2. To advise the Secretary of State as to (a) Colonial raw 
materials (plant and animal) which are likely to be of value 
to the manufacture of products required by the industry and 
(b) the research and development which should be initiated 
on such products." 

In addition to working on behalf of British colonies, the functions of the 
Institute have broadened to include the countries which have recently 
acquired independence within the Commonwealth. 

The Institute has many self-contained laboratories which are devoted 
to advisory and investigational work on the main groups of plant and animal 
products of the tropics; the staff in these is responsible for answering 
enquiries about the renewable resources of the tropics which are referred 
to the organization. The six major fields of work are: 

(1) essential Oils, Gums and Spices; 
(2) oils and Oilseeds, "flaxes, Starches and Feedingstuffs ; 
(3) Fibres and Paper-marking, materials; 
(4) Insecticides and Drugs; 
(5) Fruits and Fruit products; and 
(6) Animal products. 

The Tropical Products Institute dealt with 745 enquiries during 1956-57. 
Examples of some ox' these would throw some light on the scope pnd nature of 
work undertaken. For instance, mrny enquiries concerning coconut products 
were received from Tanganyika, .estera Pacific, British Guiana, Fiji and 
various firms. Some enquiries were connected with the briefing of the United 
Kingdom delegate to the FAO Coconut "forking Party vdiich met in Colombo, Ceylon 
in January 1957. Most enquiries reflected :;n increasing desire, both by 
buyers and producers, to improve the quality of copra and to find alternative 
outlets for the coconut, advice was given on the technology of drying copra, 
both to machine designers in the United Kingdom end to agricultural departments 
overseas. Information v;es provided about expellers suitable for a variety of 
operating conditions which were available in the United Kingdom and overseas. 
As an alternative to the production of copra, the manufacture of desiccated 
coconut might well receive, in the opinion of the Institute, serious con
sideration in Colonies which have emple supplies of good-quality nuts. It was 
suggested to a firm of confectioners in the United Kingdom which was disturbed 
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ebout the falling quality of supplies from Ceylon that the firm should contact 
end, if possible, visit Colonial territories suggested as alternative sources 
of supply. 

Besides handling various enquiries the Institute completed ninety-five 
investigations during 1956*67. _n example may again be cited. An 
investigation into Ilipe kernels which grow-from the Shorea trees in Borneo, 
Sarawak and the -ialaya .jrchipelago led to the conclusion that the immersion 
of kernels in water for a long period had had no appreciable effect of the 
physical appearance of the kernels, their fat content or the fatty acid 
composition. 

The Institute also directs and assists research in the Colonial 
territoriefc and publishes studies and a regular journal. 

A SHORT NOTJj ON TEG ORGANIZATION AMD FONCTION OF THS AUSTRIAN TOBACCO MONOPOLY 

Among the various systems of using tobacco for fiscal purposes, the form 
of an exclusive State ilonopoly is practiaed in Austria where it is an old 
established institution. It was created during the reign of emperor Josef II 
by virtue of the decree of 8 isay 1784 whereby the production, manufacturing 
and retailing of tobacco and tobacco manufactures fell exclusively in the 
hands of the Monopoly. This organization continued more or less unaltered until 
1939 in the name of Osterreichische Tabakregie1! From a legal point of view the 
Tobacco Monopoly, with the exception oi its retailing provisions, ceased to 
exist in 1939 when it was replaced by the German regulations in respect of 
imposition and collection of tobacco duties. The Osterreichische Tabakregie" 
wa a incorporated and renamed. However, even after 1939 through far-reaching 
territorial protection, some of the essential functions of the Austrian 
Tobacco Monopoly were safeguarded. After the re-establishment of the Austrian 
Republic in 1945, the incorporated ("Joint-Stock") structure was maintained, 
since this form permitted a higher degree of commercial flexibility and a more 
efficient administration of business which as proven by the Swedish example, 
is by no means irreconcilable with the concept of a fiscal monopoly. 

The Federal Law of 13 July 1949 legalized the de facto existence of a 
monopoly. The salient features of this Law are: (i) all tobacco, raw, 
manufactured or waste, comeeunder e federal monopoly; (ii) products sold by 
the onopoly to consumers must be priced in accordance with those established 
by the Federal Ministry of Finance with the agreement of Parliament; 
(iii) the retailing of tobacco manufactures is to be entrusted to retailers 
which are to be appointed at appropriate places and which are entitled and 
obliged to sell all tobacco manufactures according to the instruction of the 
Monopoly administration; (iv) the Federal. Ministry of Finance exercises 
authority over the Monopoly and its administration is carried out by Austria 
Tabakwerke .A.G., which shall be responsible for the production, processing 
and utilization of all products included in the Ilonopoly and for the 
distribution of such products in accordance with the relevant regulations 
concerning retail trade and the granting of sales concessions. 
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The tobtcco monopoly is therefore a fully effective monopoly. Imports 
of monopoly products (tobacco, whether or not manufactured or processed) 
m. y be effected by the monopoly administration alone. In its purchasing 
operations, the monopoly administration is fully guided by commercial 
considerations. The monopoly administration pays the consumption tax as 
well ae the turnover tax on such tobacco when imported from abroad, as in 
the case of products manufactured from imported raw tobaccos admitted duty 
free and blended with domestic manufactured products. The State taxes 
amount to 56 per cent of consumer prices for cigarettes and cigar tobacco, 
and to 52.5 per cent for cigars, pipe and chewing tobacco and snuff. If 
the sales tax is added, nearly 60 per cent of the final purchase price 
paid by the consumer goes in the State exchequer. The imports of tobacco 
by travellers are exempt from duty up to 200 cigarettes, and for overseas 
travellers up to 400 or an equivalent ouantity of tobacco. The imports of 
tobacco by third persons, i.e. other than the monopoly, requires authorization 
of the iMinistry of finance and payment of a monopoly tax, of customs duty 
and of excise tax. These payments virtually prevent commercial imports 
outside the monopoly (payments for 1,000 cigarettes would amount to about 
Sh.770, for 1,000 cigars of medium quality about Sh.4,000, and for 1 kilogramme 
of raw tobacco about Sh.430). However, the tobacco monopoly is exempt from 
all these payments; it pays about 60 per cent excise and purcha.se taxes 
mentioned above in order to bring the most important international tobacco 
manufactures to Austria at reasonable prices in tiie interest of tourist traffic. 

The revenue which the tobacco duties have contributed to the State budget 
during recent years are as follows: 

Year Million Sh. e.g.USg 

1955 1,170 46 million 
1956 1,234 47 million 
1957 1,305 52 million 

The excise tax on tobacco contributes 50 per cent of total excise taxes. 
Tobacco is therefore one of the most important items in the revenue budget. 

The present range of domestic production and sals includes eighteen 
different types of cigarettes priced from 18-60 Groschen a pièce, fifteen 
different types of cigars, priced from 50 Groschen to Ct*5 a piece, two 
different types of cigarette tobacco and five different types of pipe 
tobacco, and severfJ. types of chewing tobacco and snuff. 

In 1956 the sale of domestically produced cigarettes amounted to 
7,794 million and of cigars to 89 million. In 1957 the corresponding 
figures were 8,195 million and 94 million. 

The per capita consumption in 1956 amounted to 1,134 cigarettes and 
thirteen cigars; in 1957 to 1,195 cigarettes and fourteen cigars. Other 
tobacco manufactures are of relatively small importance. As in most other 
countries, the major part of tobacco consumption is accounted for by 
cigarettes. The :dministration of the monopoly has its headquarters in 
Vienne and has six factories. 

http://purcha.se
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For distribution there exist four independent storehouses. From these 
storehouses deliveries are made to 257 distribution points which serve the 
individual tobccco shops. There exists a totel of 15,378 retail shops in 
Austria, of which 5,672 are independent, 241 work in conjunction with dis
tribution points, 9,092 work in conjunction with another trade and 373 are 
seasonal. 

The tobacco monopoly owns several branch companies. The Austria 
Purchasing Organization of the Osterreichische Tabakregie buys foreign 
raw tobacco and tobacco manufactures. The --.ustria Fermentation Company 
is in charge of tobecco raising in Austria. It purchases rnd ferments this 
tobacco and delivers*it to the monopoly. The Austria Tabakwaren is in charge 
of the manufacture and sale of Austrian tobacco on the German market » 

DSVBLOFJdBNT OF SOUTHSBN ITALY1 

The economic and social backwardness of the Southern regions of Italy 
has numerous and complex aspects and can be traced back to a whole series 
of natural and historical causes which have conditioned and perpetuated it 
in one way or another. The most important naturel factor is the prevalence 
of mountains. Hence good agricultural land is scarce and there is widespread 
deforestation, with all its harmful effects on climate and drainage. Another 
important factor is the shortage of springs which, coupled with inadequate 
rainfall during most of the year, causes droughts. Moreover, there is a 
concentration of the peasant population which has a profound influence on 
the methods of cultivation and on the average output of the Southern peasant. 

Historical causes have weighed no less heavily on the environmental 
conditions of the South. The unification of the nation brought no material 
benefits to the South, but in some ways operated to its disadvantage. 
Particularly unfortunate was the extension of the Piedmontese fiscal system, 
which relied in the main on personal tax -s, to the former Kingdom of Naples 
where land taxes prevailed and were indeed appropriate to the nature of the 
economy. The mechanism of the new fiscal system worked in such a manner 
that the provinces of the South, which were considerably poorer than the 
rest of Italy, had to bear e, proportionally heavier tax burden, while at 
the same time the ratios between tax load and government expenditure in the 
various regions was unfavourable to the South. 

All this led to the progressive impoverishment of the South and the 
aggravation of its economic situation. The Mezzogiorno's hardships were 
magnified by the inevitable comparison with conditions of life in the Northern 
areas, the rapid rate of economic progress of which kept increasing the gap 
between the two parts of the country. 

A résumé of the talk given by Professor Molinari to the G.iTT fellows 
and the discussion that followed in which the representatives of the Cassa 
per il Liezzogiorno also participated. 
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The great disparities between the North and the South in 1952, may be 
readily seen from a comparison of some major economic indicators for the 
two areas: 

(a) Per cent of the labou»force engaged: North South 

In industry and transport 39 27 
In agriculture 37 53 

(b) Average yield per hectare of -wheat . . . . 20 ql. 10 ql. 

This situation has resulted in the average real income per head in the 
South being less than half of that of the North1, and while only 3 per cent 
of t~e population in the North was estimated to live below the "poverty line", 
fully 27 per cent was in this category in the South. Poverty in the South has 
naturally limited demand for the products of Italian industries, thereby 
aggravating the problem of industrial unemployment throughout Italy, 

In presence of this situation, and in order to rectify this inbalance, 
the best approach to the problem appeared to be to launch a "pre-industrialiisa-
tion proc;rr..-.ria" in the South, r.?.d the Italien C-ov •x'vu'.ont undertook to inortiaoe 
the level of public investment under a ten-year development plan for the South. 

With a view to providing e degree of co-ordination and continuation which 
could not be achieved by the regular ministries, and on the basis of yearly 
budgets, the Government entrusted the execution of the programme to a new Agency 
"La Cassa per il Mezzogiorno"1' which via s established in August 1950, backed 
up by an overall substantial appropriation. 

Originally, the programme was to be largely in the form of extraordinary 
public works, intended to raise the output of the Southern agriculture, improve 
and enlarge transportation facilities and raise the health and sanitation 
standards in the South. To achieve these goals the Cassa was allotted a total 
of 1,6 billion dollars over a ten-year period. The programme has since been 
extended twice: first to twelve years and now to fifteen years. The funds 
placed at its disposal have been doubled to 3.2 billion dollars and the 
emphasis has been shifted to industrialization. The source of the greater 
part of the Cassa funds is the Government budget, a minor part being provided 
by the Italian Government from the repayments of Marshall Plan loans. 

The Cassa per il Mezzogiorno's organizational set up is represented by a 
President, two vice-Presidents and a board of directors of ten members, is 
directly responsible to a Committee of Ministers for the South, formed by the 
Ministers of Agriculture and Forests, Treasury, Industry and Trade, Public Works, 
Labour and Social Security, of State participations, under the chairmanship of 
the President of the Council of Ministers or of a minister delegated by the 
Council. 

North-Centre #336 
South 0138 
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This Committee of Ministers has laid down the broad outlines of the 
Cassa plan and made the general allocations of funds. These allocations were 
intended to indicate the magnitudes of the works which would be carried out 
by the Cassa in the different sectors of the economy and are not strictly 
firm commitments. Geographically, such allocations have been established 
on the basis of population and degrees of economic and social depressions 
prevalent in the several Southern regions. The following distribution of 
funds by major sectors has been made for the twelve-year plan: 

Per cent 

Agriculture 887 69 
(Land reclamation (353) 
(deforestation (124) 
(Land Reform (280) 
(Private Land Improvement (130) 

Transport 190 15 
(Roads (115) 
(Railways ( 75) 

Aqueduct and Sewers 178 14 

Tourism 25 2 

The portion earmarked for land transformation in connexion with land 
reform, amounting lire 280 billion, is placed under the Ministry of agriculture. 
Likewise, lire 130 billion is set aside to be used as Cassa's subsidies toward 
land improvements. Specifically the Cassa's land reclamation programme 
contemplates that, by 1962, it will have: 

(a) provided irrigation for 440,000 hectares, 352,000 hectares of the 
total being irrigated annually including 40,000 hectares coming 
under citrus cultivation; 

(b) intensively transformed 550,000 hectares, with tree crops on small 
landed properties, under rain-fed cultivation; 

(c) developed 560,000 hectares of dry-farmed land at different levels 
of intensity; and 

(d) undertaken initial development of an area of 62,000 hectares in 
particularly difficult and backward regions. 

The programme in agriculture, among other things, called for the 
construction of 16,400 km. of irrigation canals, 2,900 km. of drainage 
canals, 4,700 km. of diversion channels with necessary çjtobankments and 
regulators, 6,370 km. of access roads in reclamation districts, and the 
reforestation of 163,000 hectares of woodlands. The programme called for 
the building of more than 60,000 farmhouses, for barns for 277,000 head 
of cattle, for 1,510 processing plants and for other farm structures such 
as wells, silos and warehous&s. The road programme envisaged the improvement 
of some 11,600 km. of provincial roads and the construction of 2,800 km. of 
new roads to increase the highway network of the South by about 7 per cent. 



Spec/230/58 
Page 23 

The aqueduct programme is intended to bring an adequate supply of potable 
water to 1,650 localities with a population of about 13 million out of a 
total of 18 million inhabiting the South. The railroad programme will increase 
capacity by building longer sidings and electrifying a number of main Southern 
railways. Lastly, the investments to encourage tourists will provide better 
roads and improved water supplies (in addition to the programmes mentioned 
above) in recognized tourist centres and expand the variety of archaelogioal 
excavations and other attractions. 

VJithin the framework of the overall plan, the Cassa prepares yearly 
programmes of co-ordinated projects which are approved and started in the 
period considered. Considerable physical progress has been achieved under 
the Cassa programme. In &griculture, which is most important both from the 
standpoint of money allocated to it and from its contribution to the original 
goals of the Cassa, 1,219 km. of drainage canals and 1,030 km. of diversion 
channels with necessary embankments and regulators, have been completed, and 
a land area of about 359,000 hectares has already been drained by these works. 
In irrigation, a network of 1,425 km. of canals has been built as a result 
of which 57,400 hectares were irrigated in the summer of 1957. A total of 
2,800km.of naalroedswas ouilt. In the mountains, some 50,000 hectares, 
have been reforested. At the farm level, an estimated 23,000 houses,barns for 
107,000 head of cattle and other farm structures, including wells, silos and 
warehouses have been built. Likewise, 621 new agricultural processing plants 
were established. Physical progress in road improvement and construction 
includes completion of about 10,600 1cm. of provincial roads. 

The effects of the Cassa operations on the economic development of 
Southern Italy have been two-fold. On the one hand, are the investments 
made by the Cassa in public works or private investments directly induced 
by its subsidies, including private lend transformation, food processing 
plants, and hotel construction. On the other hend, the Cassa activities 
have stimulated large-scale investments in electric power, in private 
industrial plants and in residential construction. The combined total of 
these activities is substantial and although they have not yet basically 
changed the economic structure of the South, they have had a noticeable impact. 

During the first seven years of operations, the Cassa has actually 
invested and stimulated private investment of an estimated total of lit.843 
billion (1.350 billion dollars), made up as follows: 

Amounts of "real investment" 

Economic sectors 

Agriculture 
Land reclamation 
Reforestation 
Land reform 
Private land improvement 

Transport . . . . . . 
Roads 
Railways . 

Aqueducts and sewers 
Tourism 
Industry, power and hote ls 

Total By the Cassa 
(in billions lit.) 

532.2 
(174.6) 
( 31.9) 
(204.3) 
(125.4) 
122.3 
( 84.6) 
( 37.7) 
66.9 
12.0 
105.2 

448.3 
(164.2) 
( 31.9) 
(204.3) 
( 47.9) 
120.9 
( 84.6) 
( 36.3) 
66.6 
12.0 
50.9 

Total . . 842.6 698.7 
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Of the Cassa totcl of lit .699 billion only lit ,646 billion represents 
a charge against the allocations to the Ca&sa of lit.1,280 billion eince 
the remaining investment s are based on Cassa borro-.ings. Investirent s by-
private inter: sts in eccmezioa with the Cassa programme in land improvement, 
warehouses, hotels and private industrial plants amounted to lit .195 billion, 
of which loons from the Cassa covered lit .51 billion. It is estimated that 
these combined Cassa and private investments required a ootol of lit .163.5 
million men-days of works with a total wage bill of lit.235 billion (0378 
million). 

The Cassa*s largest investments have been in agriculture and although 
the greatest benefits to be realized must wait the completion of the irrigation 
works, achievements are already substantial. Private interests have already 
invested in the neighbourhood of lit.78 billion (0125 million) in land 
improvement in conjunction with Cassa operations and these investments bave 
increased the annual manpower requirements in agriculture by some 7 million 
man-days, thereby providing the equivalent of approximately 35,000 full-time 
Jobs, of tïi9 £:5,000 to ".ÎÔ OOC evicted te result- troxu fee '<?-.r \- . ut of 
J:r.e ;''-".l agricultural v~ ; ims, 

During the pest seven years, many fundamental improvements nave taken 
place in ttie economy of the South, some of which may bo attributed to Cassa 
operations. Output of farm products has increased by some 42 per cent from 
the 1949-52 average, or by about 5 per cent annually, which exceeds the 
national rate of growth during this period. Total income in the South grew 
by 71 per cent as compared with 64 per cent for the North. This is reflected 
in higher consumption; for example, more radio and telephone subscriptions, 
higher expenditures for entertainments and more cars and motor scooters. All 
this has been brought about by increasing private investment by 138 per cent 
and public investment 106 per cent in the South, while corresponding rates 
for the North were 83 per cent and 36 per cent. 

Although the Cassa programme started out as essentially a "pre-indus-
trialization" effort for the Sout?i. with primary emphasis on improving the 
output and incomes of the farm populrtion, it was soon realized that the 
long-run men power requirements of the more intensive agriculture resulting 
from the Cassa efforts would eliminate only a pure of the existing agricultural 
under-employment and that employment outside o:? a±çr*<? 3 '•::-j.re would have to be 
found for the rest. Furthermore, given the heavy population density in the 
South, in relation to the land available, the opportunities for raising 
incomes through agricultural development alone were severely limited, bince 
the South has certain natural cdvantages that have .not been fully exploited 
- her position vis-a-vis the Mediterranean end North Africa, mineral resources 
(systematic exploration has only recently begun and oil rnd potash have already 
been found in commercial quantities) ; good ports with unused capacity; cheap 
and willing labour; and a growing local market, the need to eventually 
industrialize the South was recognized and efforts in this direction began to 
take shape at an early stage olthough a large-scale programme has materialized 
only recently. 
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_.s a result of this recognition and the growing demand in the South 
for some industrial projects, the scope of the Cassa's activities in furthering 
the economic development of Southern Italy was greatly extended by a special 
law of £2 March 1952. This law recognized that the solution of the problem 
of the South required, as a first step, the creation of a favourable climate 
for industrial growth and it empowered the Cassa to start financing industrial 
enterprises. 

A variety of inducements were offered to Italian and foreign businesses 
to make investments in the South. Foremost, among these inducements, were 
tax and tariff concessions, freight rebates, as well as long-term credit on 
favourable terms. The Cassa was authorized to allocate lire 50 billion of 
its own funds plus any amount it could borrow in the domestic market as 
well as abroad. Under this new authority the Cassa was able to relend the 
bulk of the proceeds of IBRD loans of 238 million dollars to expand private 
industry and to increase the electric power generating capacity in the South. 

•ith respect to the industrial credit we may say that of the estimated 
total industrial investment in the South of lit.350 billion between 1951 
and 1957, lit.225 billion were carried out with the direct financial support 
of the Cassa and of the special industrial credit institutes (ISVSIM2R, 
IEFIS, CIS) which the Cassa assists. These institutes were established in 
1952, their capital being subscribed by the Government, the Cassa and such 
regional banks CB Bank of Sicily, the Bank of Naples and the Bank of Sardinia. 
A recent study mede of the industrial plants financed through the Cassa 
and the special industrial credit institutes prior to 30 June 1956 revealed 
that 284 new plants with an investment of lit .78 billion were in operation, 
while fifty-one new plants with en investment of lit .40 billion were under 
construction, and eleven new plants with an investment of lit.13 billion 
still remained to be started. These; plants will provide roughly 20,000 jobs, 
ihile they will add only approximately 11 to 12 per cent to industrial 
employment, they will increase the value added by manufacturing by some 26 
per cent, 

The preceding analysis of Cassa activities during the first seven years 
and its goals for the remaining five years was made within the framework 
of its Twelve-Year Programme and tottl allocations of approximately 02 billion. 
This framework has now, however, been greatly expanded by a law of 31 July 
1957 which extends the life of the Cassa for an additional three years - until 
the middle of 1965 - and increases appropriations by lit .760 billion 
(01,216 billion) . The enactment of this law by the Italian Parliament 
reflects the determination to persevere in the economic development of the 
South. 

The new law, which has been popularly referred to as the second stage 
of the Cassa*s operations, lays a greater emphasis on industrialization since 
the pre-industrialization stage, if not yet complete, has at least been fully 
mapped out. 

While the law provides an additional allocation of lire 435 billion for 
the continuation and intensification of Cassa's activities (mainly irrigation 
and subsidies for private land improvements and agricultural credit) thd 
allocations for industrialization, technician training and building of 
vocational schools are, by far, the most important aspect of the new law. 
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The Cassa is now empowered to induce industrial development by heavily 
subsidizing it in three ways. It has allocated some lit.90 billion (0144 
million) to pay a subsidy of 2£ per cent per annum towards the interest on 
the bonds to be issued by the special financial institutes for the purpose 
of getting funds to lend. It has also allocated lit .170 billion for 
subsidies (grants) for buildings and machinery for projects to be located in 
towns with a population of 75,000 or under. These subsidies are limited 
to 20 per cent of the cost of buildings and 10 per cent of the cost of 
machinery and installations. Lastly, some lit .40 billion (064- million) are 
allocated for the subsidization of other costs in creating additional industrial 
zones, such as now exists in Catania in Sicily, or in Naples on the mainland. 
These funds are expected to meet up to 50 per cent of such costs as the purchase 
of sites, installation of water supplies and sewers, construction of roads, 
sidings, transmission lines, and the like. There is e provision requiring that (* 
a minimum of 40 per cent of all new investments in State industrial enterprises 
take place in the South, 


