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NOT so many years ago ardent discussions werc taking
place on the best ways of guiding the economic development
of Sicily. It was held by some that agriculture and the pro-
cessing of its products must always take pride of place, and
that any hope of establishing fresh industries must be
excluded. Such an opinion is not held today.

Even as late as 1951 the net product of Sicilian industries
and their allied activities totalled 180 milliards of lire; yet
in 1959 on the same reckoning the total was more than
double at 390 milliards. The contribution to the Regional
revenue rose from 38 per cent to 46 per cent, and in 1960
and 1961 probably approached 50%; future years will see,
no doubt, a still greater increase.

The course of industrial exports confirms this. in 1951
total Sicilian exports to foreign countries were 52 milliards
lire, and to this figure secondary industries, excluding those
engaged in processing primary products, contributed only
about 15 milliards, or less than one-third. In 1960, out of
a total export of 96 milliards, the share of industrial exports

Quiet contemplation of
modern industrial development

The San Cataldo potash mine,
South of Palermo, has helped (o
absorb displaced labour from the
depressed sulphur mining industry.
It constituted a major step 1o-
wards the establishmenr of an
integrated fertilizer industry in
Sicily
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by C arlo Bazan

President of the Banco di Sicilia

was over 48 milliards. Similarly, sales by these industries to
other regions of Italy increased in volume (internal trade
figures are not given in values) from half a million to 2.9m.
tons, their proportion of total Sicilian exports to peninsular
Italy rising from 419 to 72%.

These are the first fruits of the process of industrialisation
started so timidly 15 years ago. At first there were only a
few simple fiscal relaxations and a certain amount of far-
sighted financial aid from the Industrial Credit Department
of the Bank of Sicily to industrialists often animated by a
pioneering spirit. Later, industrial companies were permitted
to issue bearer shares, contrary to the regulations obtaining
elsewhere in Italy requiring registration, and a regional fund
was set up for minority participation in the capital of new
industries.

Next, the Regional Government of Sicily, by virtue of
special legislative powers, assumed control of the prospect-
ing for deposits of hydrocarbons in liquid or gaseous form,
and of other minerals.
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promote development after the successful
stabilisation of the Finnish markka in the
late 1950%s.

FOREIGN BORROWERS
MAY BE HIT

One effect of the squeeze starting in
Switzerland, and her imbalance of pay-
ments, is almost certain to be a tightening
of the bond market for foreign loans. Last
vear the UK was the largest borrower on
this market, taking £13m., and companics
that were planning new issues this year in
Switzerland may find themselves hit. The
last credit squeeze in Switzerland brought
the volume of capital exports via foreign
loans down from £35m. in 1955 to £1.3m.
in 1957. The volume rose again the next
year and reached a record level of £83m.
in 1961, according to Swiss Bank Corpora-
tion figures. No UK borrower made an
appearance on the Swiss capital market
until 1959, but since then the volume of
UK borrowing rose rapidly and in three
years reached a total of £27m. Since the
war, the largest borrower has been the
World Bank, with a total of £50m., followed
by Belgium (£40m.), the USA (£35m.) and
Italy (£32m.). The total of these loans
since 1947 has been £357m. Up to 1953,
more than 80 per cent were on behalf of
public bodies. Since 1954, almost two-
thirds the amount raised was for foreign
private borrowers.

JAPAN IS TAKING
NO CHANCES

The payments crisis which suddenly
engulfed the highly prosperous Japanese
economy in the middle of last year appears
to be receding. Reserves, which in the
months immediately after the trouble first
developed were shrinking at a rate of about
6 per cent per month, have recently been
holding fairly steady close to the relatively
comfortable level of $1,500m. And though
this new-found stability owes a good deal
to the fact that the Japanese authorities
have been drawing liberally on the credit
lines obtained from two groups of American
banks a few months ago, there are indica-
tions that it also reflects a turn for the
better in the country’s external payments
fortunes. Trade figures suggest that the
excess of imports over exports is coming
down from the spectacular levels it reached
at times last year—at one time it was in
the vicinity of $2,000m. on an annual
rate basis. And figures released by the
central bank relating to letter of credit
arrangements for exports and imports
suggest that this improvement can be
expected to continue in the months ahead.

Bearing in mind that reserves can be
reinforced at any time to the extent of
$305m. by drawing on the stand-by credit
negotiated with the IMF earlier this year,

THE STATIST

it looks as though there is every chance
that Japan will now be able to prevent
her payments crisis quickly taking a dis-
astrous turn for the worse. This might have
happened on fears that the erosion of
reserves would necessitate the imposition
of restrictions on the withdrawal of foreign
capital. This could have provoked a flight
from the country of the vast quantities of
short-term money that have flowed into
it through the Euro-dollar and Euro-
sterling markets and in other ways during
the past couple of years. So freely have
the Japanese imbibed this financial water
in that period that it has been officially
calculated that short-term liabilities in
foreign exchange are now in excess of
comparable assets. From this it follows
that any appreciable outflow of such
money could have inflicted heavy punish-
ment on reserves.

While the immediate outlook is less
worrying, the Japanese balance of payments
is still far from satisfactory. So it is hardly
surprising that the foreign exchange
budget for the next six months, released
last week-end, has a strong austerity flavour,
with the amount allocated for imports set
10 per cent below the figure for the past
six months. For the same reason, the simul-
taneous announcement that another 320
items are being freed from quantitative
import restrictions to bring liberalisation
up to 75 per cent strikes a rather odd
note. Presumably the Japanese authorities
are hoping that the measures they have
taken to damp down the demand for
imports through retrenchment policies at
home will ensure that the intake of foreign
goods will shrink even though it has become
easier to buy them.

If, however, things don’t work out this
way, the trade liberalisation will obviously
be a liberalisation only in name. Yet the
Japanese authorities can hardly be blamed
for attempting the difficult trick of riding
these two horses at once. On the one
hand they must make a show about elim-
inating barriers to the entry of foreign
goods into Japan if they want other
countries to reduce impediments to their
own export drive. On the other, the reserve
position having been basically impaired
by the big external deficit of the past year,
a firm check must be imposed on spendings
abroad if the payments crisis is to be last-
ingly resolved.

FIRST STEP FOR IMF
CRISIS CLUB

The first step in implementing the
International Monetary Fund’s general
arrangements to reinforce the international
monetary system in a crisis has been taken
by TItaly. It has formally adhered to the
Fund’s arrangements for borrowing up to
$6,000m. from ten major industrial coun-
tries should the Fund’s ability to help a
member in difficulty be hindered by
shortage of funds. Before the plan can go
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into action at least seven countries with
commitments equivalent to $5,500m. must
formally adhere to it. Italy’s maximum
commitment is $550m. and she will sit with
other members of this new club to approve
any lending operation before its machinery
can operate. The other members-to-be are
Belgium, Canada, France, West Germany,
Japan, the Netherlands, Sweden, the UK
and the USA. But the main strength of the
arrangements, which were agreed in
December, lies in the $1,000m. commit-
ments of the UK and West Germany and
in the USA’s $2,000m. share. These will
help strengthen international liquidity
should some other country get into trouble;
but should the pound or dollar weaken
neither the UK nor US commitments to the
new arrangements could be used and the
increase available in liquidity through the
IMF will only be $3,000m. or so.

THE TIDES OF
INVESTMENT

For many years it has been customary to
argue that the growth of UK commitments
for financing development in the overseas
Commonwealth would call for a sustained
effort to expand current account earnings
substantially in relation to outgoings of
the same kind if sterling was not to be
constantly running into supply-demand
trouble in the currency markets. In the
event, to judge by a survey in the latest
issue of the Treasury Bulletin for Industry,
the problem of the increased outflow of
money into long-term investment abroad
is at present being nicely taken care of by
the inflow of long-term investment money
into the UK.

The survey shows that between the early
1950’s and the closing years of that decade
inward investment rose by no less than
three-quarters against an increase in the
outward flow of only a quarter. Taking the
last three years alone, the outflow of money
from the country under this heading
averaged some £350m. Against this, the
inflow of foreigners’ funds for long-term
employment in the UK leapt from £200m.
in 1959 to over £400m. last year. This meant
that in 1961 the UK was actually showing
4 payments surplus in respect of long-term
investment activity. However, since last
year’s inflow was boosted by a very
exceptional transaction—the arrival of
£131m. of money in connection with the
parent Ford undertaking’s acquisition of
the British element in its UK’s subsidiary’s
capital—it would be unwise to regard it
as providing an accurate reflection of the
current state of the tide in this sector of
the balance of payments. But it should be
noted that even if the Ford operation is
entirely left out of account, the net outflow
of long-term investment was limited to
£80m.

Bearing in mind the difficulty the pound
has been experiencing in recent years it is
naturally a matter for relief that overseas
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investors are displaying such an intense
interest in opportunities for employing
their funds in the UK. UK investment
abroad is not proving the burden it was
expected to be. But in a longer-term sense
the relatively fast rate of growth of the
foreign stake in the British economy may
not be an unmixed blessing. The higher
the level such investment reaches, the
bigger will be the charge on the country’s
current account payments in respect of
interest and profit remittances each year.
So unless such foreign investment promotes
exports to an equivalent extent, it may add
to the country’s payments problems in the
longer run.

There 1s also the point that, whereas
foreign long-term investment in the UK
has a very pronounced equity emphasis,
British investment in the rest of the world
has a much larger fixed interest element.
And investment of the equity type tends
to bring much larger rewards than that in
fixed interest, particularly in a world that is
so inflation prone.

PLEA FOR PLANNING
OF LAND AND JOBS

Building society annual meetings usually
vield comments on the economic situation,
house prices and design, and the burden
of unjustified taxation on'building societies:
At the Abbey National annual meeting
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was added to these a strong plea for
national land use planning. It was from Mr
Stanley Ramsay, deputy chairman, who
pointed out that current negative planning
restrictions yield no prospect of a solution
to the problems of population drift and
excessivecommuting. He hoped that positive
control of the use of land might soon be
as much in vogue as economic planning
has become.

For building societies the social prob-
lems of the London conurbation are
reflected in high housc prices, which make
necessary larger than average mortgages
and tend to defeat the movement’s aim of
making home ownership possibic for more
and more of the population. Mr Ramsay
suggested that the chief attraction of the
large cities is the prospect of better jobs.
The key to planning lay in work location.

The Abbey Nalional closed 1961 with
liquid resources at an above-average level,
16.6 per cent of total asscts. Sir Harold
Bellman, the chairman, defended this by
suggesting that large societics, with many
inlets and outlets for funds, found the
control of liquidity “‘necessarily an inexact
art”. Therefore, ample safely margins
were needed. Liquidity was also being
called on to act as a buffer against short-
term fluctuations in interest rates, to bridge
the gap in time—almost six months in
1961, for instance—between deciding to
raise rates to sharcholders and borrowers
and the actual-changeover. ...

At the Leicester Permanent Building
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Society’s annual meeting Mr Norman D.
Ellis, the chairman, forecast the society’s
growth and advances in 1962 will be well
ahead of 1961 if the trend of the first three
months continues. The society’s total assets
increased 9.5 per cent during 1961 to
£75.1m., while its liquidity at end-1961 is
down a point from a year earlier, to 12.8
per cent of total assets. Advances in 1961
were up £260,000 to £12,336,000. The
society, which during the year expanded
by adding eight new branches, is the first
building society in the UK to install a
computer for its accounting work.

A further increase in home owner-
ship, bringing with it continued pressure
on thesociety for mortgage accommodation,
is foreseen by Mr John Dunham, chairman
of the Co-operative Permanent -Building
Society, in his review of the year. This
argues a continuation of the trend away
from renting, revealed by the statistics of
the past decade. Ten years ago about seven
council houses were being built for every
one privately. Today some 60 per cent of
total house construction is in private hands.
As private dwellings are generally larger
than council houses, perhaps three-quarters
of all new living accommodation is being
built privately.

The task ahead is not only rehousing the
millions of people still living in sub-standard
accommodation, but also making room
for “a new conception of what constitutes
;E:opcr housing as a background for family
l- ST - -~ S :

B EH CE I G I O I O O O L O G O DO O LR T L

oG

['R-FI-§

REGIONAL INSTITUTE FOR FINANCING INDUSTRIES IN SICILY
PUBLIC CREDIT INSTITUTION

PALERMO - Via Generale Maglioceo, 1 - Tel. 215.674

* * *

I.R.F.I.S. offers particularly favourable medium term financing for:

> Installation of new industrial establishments.
< Expansion and renovation of existing industries.
< Technical reorganisation and replacement of plant machinery.

I.R.F.I.S. up to December 21st, 1961, has granted financings in favour of Sicilian industrial enterprises
totalling 127.000 million liras.

Industrial development of Sicily is favoured by particular incentives laid down by relative acts of Sicilian Regional
Government in addition to the facilities foreseen by the special Italian legislation for the South of Italy.
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n with an informe.

The World Banking Survey, the
largest and most influential of

The Statist’s annual supplements, is
to be issued on 7 December 1962. It is
a unique publication-an authoritative
work of reference long accepted as the
most valuable source of information
on banking facts and figures.

In it, brief historical accounts of
nearly all the important banking
institutions in the world include
‘comparative balance sheet
tabulations extending over many

and powerful veag :

The Statist 1962 World Bani::
Survey, cireulating in and reaco -
the top level of readers in sixty six
countries, is a unique advertising
medium-—an invaluable approach to
those who influence major decisions on
trade, finance and industry.

The Supplement will include articles on

The Problem of International
Reserves, The Position of Sterling in
the Common Market, The International
Monetary Fund, The World Bank,
New Paltern of International Trade,
~Eronomic prospects in the most
important countries of the world:

Sterl istralia, Austria, Belgium,
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