





Budget, 1952-«611

Fiscal year ending June 30

1961 1962 1963 o 16k
Final Final Initial  Amended. Initial 

L,026 L, 635 L,516 b, 769 5,315
L,L81 5,005 L, 905 5,601 5,817
=160 ~381 -389 -832 -502

1/ As of May 31, 1963.

'viSéurces: Bank of Italy, Annual Report for 1962 and Bollettino for May-June 1963.

Table 6. Ttaly: Cash Budget and Financing, 1961-63
(In billions of lire)

Fiscal year ending 12 Months ending
June '61  June '62 May 162 May '63
CASH R¥CEIPTS - 3,948 1,388 S T T 1,882
CA3H DISBURSEMENTS L,015 L,565 L, L78 5,211
CASE DEFTCIT =67 -177 -177 -329
COVERAGE OF D3IFICIT:
A. Use of cash balances:
1. Balance with Bank
of Italy -9k Sinn -139 2/L01 ’
2. Cash on hand 3 -2 -3 T2 '
B. Issue of securities: 1/
1. Treasury bills - 56 12h 92 113
2. Long-term bonds 12l 66 160 -60
C. Bank ol Italy advancesi/ -78 - -6l =40
D. Issue of Treasury Coin 1L 11 11 8
E. Miscellaneous Treasury
debts and credits with -
non-banking institutions,
and suspense items 2l 55 57 L23

1/ Outstanding gross bank credit
to Treasury increased by: 236 260 n. a. 11

g/ A further crawdown of 97 billion lire occurred in June-July, 1963.

Source: Miristry of the Treasury, Conto Riassuntivo del Tesoro.
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‘sales of Treasury bills and long-term bonds were accompanied by an increase in
bank credit to the government but a large build-up of Treasury cash balances
immobilized much of the borrowed funds. By contrast, the most notable feature
of fiscal policy during 1963 has been the heavy drawdown of these cash balances
without any reduction in bank credit to the government. In the twelve months
ending May 31, the Treasury's account at the Bank of Italy fell by 400 billion
lire and there was also a large redemption of long-term debt; but the bank credit
to the government increased 11 billion lire as the banks continued to acgquire
Treasury bills as part of their required reserves.

Fartial data show a continuation in June and July of the use of cash
balances and bank credit to finance the cash deficit. The Treasury's balance
with the Bank of Italy, which had dropped to 27 billion lire at the end of May,
fell to zero during July, and at the end of July was in overdraft by 70 billion
lire, making a net reduction of 97 billion lire in the twoéﬁénths.

For fiscal 1964, the prospects at this time are. for another big increase
in expenditures and a higher deficit than in the fiscal year ended last June.
Initial estimates in the administrative budget presented to Parliament earlier
this year place expenditures nearly 19 per cent above the initial estimates
for fiscal 1963, and show the deficit rising to 502 billion lire from the 389
billion lires given by the initial estimates for fiscal 1963. (See Table 5.)
These initial estimates do not include outlays for the "Greén Plan," a large-
scale five-year agricultural development program begun in 1961, for which
Parliament will authorize expenditures during the course of the fiscal year, And
on the basis of past experience, substantial additional amounts, over and above
initial expenditure estimates, will also be voted for other purposes.

No letup in wage rate rise

Wage costs continued to rise at a rapid rate through mid-year. After

remaining unchanged in April, hourly wages in manufacturing rose 3-1/2 per cent
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Jﬁ;héld at that level in June. For the second quarter, rates averaged 4.1
/§§?$EOVe the first quarter. This increase approximated the average quarterly
1 7:i$é;£haf;ﬁas'oécurred in Italy since the beginning of 1962, when the present
’ I£gﬁ£ﬁ%ﬁﬁtrend began. In manufacturing, hourly rates in April-June were 17 per

- cent above a year earlier, and 24 per cent higher than in the last quarter of 1961,

Price pressures abate in April-July
Upward pressure on prices slackened off in April-July. 1In part, the
slowing of the rise was caused by favorable seasonal influences affecting the

supply of foodstuffs. Furthermore, the unusual severity of the winter had placed

additional strains on prices. Consumer Prices continued to move up through Apri’lj,r‘
when the rise was 0.6 per cent, but then practically levelled off, A further but
moderate increase in wholesale prices after March was followed by a dip in July,

the net increase from March to July amounting to but 1/2 of 1 per cent. In July,
increases from July 1962 were 6.6 per cent for consumer prices and 5.0 per cent

for wholesale prices.

Industrial production rebounds vigorously

Output of Italian industry, adjusted for seasonal variations, rose to .
new record levels in the second quarter. Over-all internal demand continued |
to increase. In addition, production benefited from both the ending of the
extra-severe winter and the termination in February of the long labor dispute in
the metallurgical and engineering industries. Output rose 3.5 per cent in March
and 1.7 per cent in April, and a further fractional gain i° "av was retained in
June. For the second quarter as a whole, production was up not.only 4.8 per cent
from the fourth quarter of 1962 but also 9.6 per cent from each of the first three

quarters of 1962, when output was failing to rise at all.




,lover the fourth quarter average came to 6.2 per cent for investment goods, 3 7 per
“cent for consumer goods, and 4.2 per cent for a third broad category comprising;fuelséﬁ

"elettricity, and chemicals.
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September 26, 1963

Postscript

3ince preparation of this review, it has been reported that on

»September 5 the Italian Cabinet acted to approve an ant1~1nf1atlonary program,
 apparently consisting of the following four measures which are not spelled out
in any detail in the press reports:
1. Selected increases in sales taxes on certain luxury goods;
<. Action to reduce the budget deficit by using $128 million
equivalent of budget receipts specifically for this purpose;
. Special measures (unspecified) to stimulate investment in new
plants and the modernization of existing productive
facilities; and
4. Measures to promote rapid construction of low-cost housing,

This limited program seems to be as much as the present ''caretaker"

government is prepared to initiate at this time. Hence, it still seems to be true,

as the attached review suggests, that the main burden for controlling domestic

inflation in Italy at this time continues to rest on monetary policy.






