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Thesis Summary

The research project is centred on Spanish econpaiicies from 1937 to
1959, which guided the creation and developmenthefinstituto Nacional de
Industria (the Spanish State-owned company, I.N.l. hereaffajticular attention
will be paid to the similarities, or differencestlyeen these policies and those of
Fascist Italy during the 1930s until the 1950s,eesdly as referred to thistituto
per la Ricostruzione Industrialghe Italian State-owned company, I.R.l. hereafter

| aim to capture the analogies between the two ipubitities, I.N.I. and
I.R.I., through the analysis of their financialioat statutes, sector investment and

production.

If it is true that, in Italy, different economic lpmwes were applied all along
from the thirties to the fifties, some of them wengtarkic. I.R.l can be seen as a
reflection of the regime’s will, mirroring, mirrarg the evolution of Italian

economic policies.

Since the different roles of the I.LR.l. and its @déion to the decision-
making process of the Italian regime have not lmsidered by the literature that
dealt with the L.N.I., especially with respect twetclassification of the autarkic
models that the I.R.I. was called to apply, my aeske attempts to identify which of
the I.LR.I. roles were copied by the I.N.I., andparticular whether it was the ‘war
autarkic’ model, adopted by the I.R.l. between 1886 1943. Particular attention
will also be dedicated to explaining why the creatof the I.N.I. was inspired by

the Italian model of the |.R.I.

The ultimate purpose of my project will be to paeia new insight on the
economic policies of the First Francoism by dismgsvhether postwar policy in
Spain was a continuity of the ‘war autarkic’ poliof/the Civil War, and not just a

‘normal autarkic’ policy
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I ntroduction

The historiographical contributions have shown thia¢ interventionist
policy in the economy of Franco’s regime had twotso on the one hand, the laws
and ideas of governments before the Civil War, amdhe other hand, the policies
of the Axis, and more concretely, those of Fadtay. Indeed, the latter seems to
have provided the model not only for economic pes$ic but also to solve more
concrete problems of the new government in Spain.

The debate over the autarkic policy of Franco’simed is important to
understand the economic policies of First Francoissm 1939 to 1959. During this
period, I.N.I. — the state-owned company createth&terialise Francoist autarkic
economic policies — played an important role tadoghe Spanish economy. Due to
the crucial position played by I.N.I., it is necagsto analyse the role and business

activities that it carried out during this period through ‘itsirror’, namely I.R.I. —

! For the debate on the autarkic policies, see @hapt Autarky: Francoism and Fascist
autarkic policies. BARCIELA, C., (ed.Autarquia y mercado negrdarcelona, Critica,
2003, page 95 and ss., BARCIELA, C., LOPEZ, MMELGAREJO, J., MIRANDA, J.A.,
La Espafia de Franco (1939-1975). Econoniadrid, Sintesis, 2001, IRANZO, J.E., “El
sector publico como impulsor de la reconstruccit®80-1959)", in ELARDE FUERTES, J.,
(coord.),1900-2000. Historia de un esfuerzo colectiMadrid, Fundacion BSCH-Planeta,
2000, vol. 1, GOMEZ MENDOZA, A., (ed.pe mitos y milagros. El Instituto Nacional de
Autarquia (1941-1963Barcelona, Edicions Universitat de Barcelona, 2@8\N ROMAN,
E., Ejército e industria: el nacimiento del INIBarcelona, Editorial Critica, 1999,
CATALAN, J., 1995, BIESCAS, J.A., TUNON DE LARA, M“Espafia bajo la dictadura
franquista (1939-1975)” in TUNON DE LARA, M., (djr.Historia de EspafiaBarcelona,
1994, vol. X, BALLESTERO, A.Juan Antonio Suanzes 1891-1977. La politica indalstie
la posguerra Ledn, LID, 1993, CARRERAS, Alndustrializacion espafiola: estudios de
historia cuantitativa Madrid, Espasa Calpe, 1990, NADAL J., CARRERAS, 3UDRIA’
C.,La economia espafiola en el siglo XX. Una perspettistérica Madrid, Ariel Editorial,
1987, GARCIA DELGADO, J.L., “Estancamiento induatrie intervencionismo”, in
FONTANA, J. (ed.), 1986, VINAS, A.Guerra, Dinero, Dictadura. Ayuda fascista y
autarquia en la Espafia de FrancBarcelona, Editorial Critica, 1984, PRADOS DE LA
ESCOSURA, “El crecimiento econdmico moderno en BEapain Papeles de economia
espafiolan. 20, 1984, ROS HOMBRAVELLA, J., CLAVERA, Xapitalismo espafiol: De
la autarquia a la estabilizacion. 1939-195®ladrid, Cuadernos para el Didlogo, 1978,
DONGES, J.B.La industrializacién en Espafia. Politicas, logroparspectivasBarcelona,
Oikos-Tau, 1976, BOYER, M., “La empresa publical@restrategia industrial espafiola: el
INI”, in, Informacién Comercial Espafigla. 500, 1975, VELARDE FUERTES, Politica
econdmica de la Dictadurdadrid, Guadiana de Publicaciones, 1968.

2 Business activities, or its synonym ‘business agpens’, are all the actions carried out
by the company to make profit, and in a broadessgeto achieve the objectives it sets itself.
These include administration, marketing and pradacias well as buying and selling

1



the ltalian state-owned company — undoubtedly ¢ference model for the Spanish
institution.

The Italian experience probably played an importasie in the debate
concerning the autarkic policies and their origifbe creation of I.N.I., with the
goal of self-sufficiency of the Spanish economyd debate on its performance, was
of crucial importance as far as the origins of ganish autarkic policies are
concerned.

Both Institutions survived the change in their edfwe national political
systems. I.N.I. and I.R.l. had particular featutlest enabled them to adapt to the
social and economic changes of their respectivéar@mwents. Both were born
under authoritarian regimes and survived theirapdé. As a matter of fact, both
institutions continued their business activitiemder completely different political
and economic systems.

In fact, I.N.I. was created in 1941 and it surviwbeé autarkic period and
Francoism, until the end of the Franco regfhaed continued its existence under the
democratic system until 1999 when it was closedfdksl.R.I., it was created in
1933 and it outlived the Fascist Regime and coetinto exist under Italian
democracy until 2002.

In this respect, both institutions transformed tkelves into a fundamental
instrument of the industrial policy of democracydasucceeded in adapting to
various political, social and economic situation$iich were completely different

and even incompatible with the ones of the previec@nomic systems. They were

activities that are all encompassed in the Opaga#fintivities, while Financing Activities
include inflow and outflow of long term financingrinally, Investing Activities include
purchase or selling of assets, mergers and adqusitThey are all aspects of the Business
Activities of the Company, and from now on, | wiltfer to all of them using the term
‘Activities’.

% Business activities, or the synonym business tipes are all the actions carried out by
the company with the purpose of making profit, arth a broader understanding, to achieve
the objectives and goals the company set itsekyThclude the activities of administrative,
marketing and production field, and also the buyamgl selling that is all included in the
Operating Activities, while the Financing Activifieénclude inflow and outflow of long term
financing and, finally, the Investing Activitiesdlude purchase or sale of assets, mergers and
acquisitions. They are all aspects of the Busidedivities of the Company, and from now
onward | will refer to all of them using the wordtvities.

* Franco died in 1975 and the end of his regime imathe year of 1978, when the
Spanish Constitution became effective.



freed from the ‘sin’ of being a Fascist/Francoigation, and became an expression
of the policies of reconstruction and economic tlgwaent for the democratic
system: from 1948, in the case of Italy, and frd@@4, in the case of Spain.

I.N.I.’s long lasting existencender Franco’s regime evidences its ability to
adapt and respond to any kind of political or ecoito situation. Both the
adaptability of its economic function within thecsety and the reformulation of its
goals bring to mind the different roles of I.Rrl.the Italian national system between
1933 and the end of World War I, and during thetpear period, despite a gap of
many years between these events.

During the pre-war and war periods, |.R.l. devetbpkfferent roles: from
1933, when it was created, to 1936, |.R.l. couldcharacterized as a temporary
institution created in response to the bank cresed the difficulties that Italian
capitalism was facing. It started buying Companyr88 from the banks and
subsequently sold them to the private market. 18718 was transformed into a
permanent institution in order to manage the congsarshares and credits which
were still owned. This transformation is an impottaurning point of the history of
l.R.l. as it changed its statute and objectives firecisely this Statute that has been
the reference model for the Spanish institution.

From 1937 to 1939, I.R.I. had only been called fiplya the partial autarky
policy to the sectors in which it owned Shares @nedits of Companies, according
to the general directives of the Fascist governimemtonomic programs. Since
1939, this institution acted according to the wssloé the Italian government, and
got involved in the autarkic policy of Italy untieaching the point of being the

major actor for the war autarkic policy, which starto be carried out from 1939.

® The term ‘Share’, and its plural ‘Shares’, can used as synonyms of percentage,
partake, portion but it is also used in accountung financial technical vocabulary as the
portion of ownership corresponding to a stock Gedtie. For this reason, the use of the word
‘Share’ in the context of this thesis may genesatme confusion for the reader, due to the
fact that this word will be used in several occasialong the thesis relating to accountancy
and its financial meaning. For this reason, | dedithat here the term ‘Share’ would only
refer to technical terminology and in the otheresag will use synonyms.



The scholarswho have studied the origins and policies of LMdree with
the opinion that I.R.l. was the reference modeltf@r Spanish Institution, although
each scholar uses a different sort of evidenceippart their opinion. To reach this
conclusion, they have carried out partial compeaeainvestigations considering the
Institutions as part and expression of ideologmshave gone through comparison
of the Statutes. These results are accepted hiyeadluthors.

Those scholars have also referred to the differeicesimilarities between
the performances and policies of both Institutiofise results of this type of work
have created a division between two groups of schplFrancisco Comfnand
Pablo Martin Aceffaon the one hand, and Elena San Rohadml Antonio Gémez
Mendozd® on the other. While the former put forward theaiddat I.N.I. took
inspiration for its policies and activities alikeom the Italian model, the latter
believe that only the Statute Act was copied, It i.N.l. acted in response to
environmental inputs that differed from those &.1.

These scholars are also divided on the method ligddN.I. to implement
the autarkic policies: for Comin, Martin AcefieSchwartz and GonzaléZ.N.l.’s
policies were also inspired by those of I.R.l. ®e bther hand, San Rontamand
Goémez MendoZ4 believe that I.N.I. used the legal formula of I.Rout that its
activities differed from the Italian one.

In my opinion, in the debate on the origins and plodicies of I.N.I., the
scholars have stressed different points of view, nmne of them have supported

their opinion with consistent evidence. In faciythrefer to the Statute Act and to

® GOMEZ MENDOZA, A., (ed.),De mitos y milagros. El Instituto Nacional de
Autarquia (1941-1963Barcelona, Edicions Universitat de Barcelona, 28N ROMAN,
E., Ejército e industria: el nacimiento del INBarcelona, Editorial Critica, 1999, COMIN
COMIN, F., MARTIN ACENA, P.El INI: 50 afios de industrializacién en Espaiiadrid,
Espasa Calpe, 1991, SCHWARTZ, P., GONZALEZ, M. Una historia del Instituto
Nacional de Industria (1941 - 1976Yadrid, Editorial Tecnos, 1978

" COMIN COMIN, F., MARTIN ACERA, P., 1991
8 COMIN COMIN, F., MARTIN ACERA, P., 1991
% SAN ROMAN, E., 1999

10 GOMEZ MENDOZA, A., (ed.), 2000

1 cOMIN COMIN, F., MARTIN ACERA, P., 1991
12 SCHWARTZ, P., GONZALEZ, M. J., 1978

13 SAN ROMAN, E., 1999

14 GOMEZ MENDOZA, A., (ed.), 2000



the Institution’s policies only in general term:jdathey have not thoroughly
analysed the performance of these institution$eractivities undertaken by them.
For this reason, references to the generic sirtidariand differences between the
two institutes are logical deductions — althougksgiloly correct — rather than views
supported by irrefutable data.

The aim of my research is to demonstrate that.l.Rds crucial for the
creation of the Spanish Institution, but also ttheg activities of I.N.I. were quite
similar to those of I.R.l., when the latter concatéd on war production, during the
period from 1940 to 1943.

For these reasons, it is relevant to compare tloelmstitutions, considering
the different roles that I.R.l. accomplished foe thalian Economy from 1933 to
1959, which differed depending on the involvemeftl.&.l. in the economic
policies of the Fascist Regime.

In fact, during every sub-period of I.R.I., itse@nd objectives changed. For
instance, if from 1933 to 1936 neither Italian emmic policies nor the Fascist
Government were included in its goals, from 193Wamls, they started to be
partially considered, so I.R.l. was called on tplgghe ‘partial’ autarkic policies.
After 1939, the ‘total’ autarkic policies of the geast Government were
implemented through L.R.l., which became a very antgmt agent for war
production in the 1940 — 1945 period, while fromi&®nwards, it worked toward
reconstruction policies and to foster the nati@wa@nomy.

For Spain too we can identify sub-periods which,erevif not
contemporaneous to the Italian ones, presentedlasitieis that have to be
considered when pursuing the comparative apprdamhSpain, the sub-periods are:

1. Civil War, from 1936 to 1939;

2. the isolation period of the First Francoism périuntil about 1951, which

meant the exclusion from the Marshall Ptaand

15 See DONOVAN, R.,The second victory: Marshall Plan and the postwavival of
Europe, New York, Madison Books, 1987, AAVVThe Marshall plan: fifty years after
New York, Palgrave, 2001, MILLS, NWinning the peace: the Marshall Plan and Americas
coming of age as a superpoweHoboken, Wiley-Blackwell, 2008, CAMPUS, M.\ltalia,
gli Stati Uniti e il piano Marshall: 1947-1951Roma, Laterza, 2008, RAFTOPOULOS, R.,
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3. the ‘bisagrd period, from 1951 to 1959, when the Spanish eoono
gradually opened to international trade.

Although these timelines may seem difficult to camg due to the
chronological gap, they present similarities: irdlethe debate on the features of
First Francoism may benefit from a new approachéfconsider the importance of
I.N.I. for the Spanish Economy, as has been sugddst Spanish Scholars. Indeed,
Spain’s isolation during First Francoism is similarthe period of isolation suffered
by Italy after 1934; a similar parallel could be deafor the period from 1939 in
Spain, when the economy had to recover from thérud®n caused by a Civil
War, and the aftermath of World War Il in Italy inol945 onwards.

Furthermore, looking at the Italian sub-periodssitclear that three out of
four were peaceful while just one was at a timeafflict, namely, the sub-period
of total autarkic policies from 1939 to 1943. Thamparison will be carried out by
taking the Spanish experience into account and eompit with these sub-periods,
including the one that starts in 1945, that is,ré@nstruction period. This period is
the most similar as regards the aims that botheSé#atd Institutions should
accomplish, but it seems the least similar if wastder the activities of both agents
in their States.

Moreover, although the comparison of policies arddiviies of two
chronologically different periods may present ahbpean of distortion in the
evaluation of the influence of external factorstire choice of the States and
Institutions, this can be solved — or limited —thg use of ratio indexes, because
they are the final expression of all the internadl &xternal factors that influenced
the policies of both institutions.

The debate among Spanish schdfas not taken into account these sub-
periods of I.R.l. In fact, all of the above-menw&oh scholars use terms of
comparison based on general observations, but abtteem demonstrate through

incontrovertible data whether or not the activitefsthe Spanish institution were

Italian economic reconstruction and the Marshalbpl a reassessmenGiessen, Justus
Liebig Universitat, 2009

' GOMEZ MENDOZA, A., 2000, SAN ROMAN, E., 1999, COMIiCOMIN, F.,
MARTIN ACENA, P., 1991, SCHWARTZ, P., GONZALEZ, M., 1978



inspired by the model of I.R.l. What is missingtims specific debate are not only
the incontestable data, but also a definition oicWiof I.R.I.’s activities are taken as
a reference model. Neither one side nor the othsrrhade any reference to the
different roles that I.R.l. developed from 1933 1845, or during the post-war
period.

For the above-mentioned reasons, | believe thad itmportant to verify
whether similarities between I.R.l. and L.N.l. @&t presenting not only the
comparison of the articles of the Statute’s Aétbut also an in depth analysis of
how the scholars had been thinking about the cneadf and similarities between
the Institutions

These investigations will help to define the featuof the Ratios, the tools |

will use to transform those characteristics intmparable quantitative data.

a. The background research about the Spanish ahanltnstitutes’

similarities

Considering the still-open debate on the originawfrkic policie¥ — and if
such policies marked a watershéd-a-visthose of the pre-civil war period — it is
interesting to see how different historians disedsghe birth and the activities of
I.N.I., as well as its possible connections with #utarkical Francoist regime. Since
Schwartz and Gonzal&zpaved the way for the study of I.N.1., a livelybdge on its
origins has started. Up until now, the debate batposed Gomez Mendoza and
Elena San Roman on the one hand, and Comin CondirMantin Acefia on the
other hand.

The former took advantage of tMemoriasand the documents published by

I.N.1. and on its history, whilst Gomez Mendoza &ldna San Roman had access to

" See paragraph b
'8 See paragraph b
9 See paragraph c.
20 See Introduction

21 SCHWARTZ, P., GONZALEZ, M. JUna historia del Instituto Nacional de Industria
(1941 - 1976)Madrid, Editorial Tecnos, 1978.



primary sources from archives, which are partidylaelevant for the history of
I.N.I. — such as the Archive of I.N.I. itself anietprivate archive of Suanz&sAll
these scholars tried to explain why Spain chosed.lds an instrument for solving its
economic problems and fostering the rebirth oedsnomy during the first years of
the civil war.

While searching for the reasons that lay behind thioice, one should also
try to underline the different projects availabtettze time (if there were any), and
why L.N.l. project was eventually chosen. Besidas,twe still do not know who
exactly elaborated the underlying scheme of thetirte and the law that created it.
One of the definitive conclusions upon which evexdyp agrees, starting with
Schwartz and Gonzalez, is that the founding textMi. is undoubtedly connected
to that of I.R.1. in 1937.

By comparing the Spanish text with the Italian dhés clear that the statute
of I.N.I. was copied from that of I.R.l. — althougbt in its entirety?> One only has
to exclude the realms in which the new Spanishmediad already deliberated, like
for instance the labour legislatn that was specifically taken into consideration i
Article 7 of the statute of I.R.l., and that wastemd totally absent from the one of
I.N.I.’s, because it was already regulated by Euweero del Trabajo(legislation
published in 1938), which regulated unions and stidai relations.

It is also equally clear that Spain referred tall.Btatute of 1937, and not to
the preceding one of 1933. This was due to themfft goals of I.R.I. in 1933 and
1937 althougha priori it might not make much sense, since I.N.I. wastee in
1941ex novo- and therefore it might have been more logicébok at the founding

legal framework of I.LR.I. in 1933. In the case dk.l., Italy wished to control the

22 Eranco made himMinistro de Industria y Comerciof the first Francoist government
from 1938 to August 1939, and then he became tiediesident of I.N.I from 1941 to 1962.

23 SAN ROMAN, E., in GOMEZ MENDOZA, A., (ed.), 2006AN ROMAN, E., 1999,
COMIN COMIN, F., MARTIN ACENA, P., 1991, COMIN COM, F., MARTIN ACENA,
P., 1991, SCHWARTZ, P., GONZALEZ, M. J., 1978.

24 SAN ROMAN, E., in GOMEZ MENDOZA, A., (ed.), 200GAN ROMAN, E., 1999.,
COMIN COMIN, F., MARTIN ACENA, P., 1991, COMIN COM, F., MARTIN ACENA,
P., 1991, SCHWARTZ, P., GONZALEZ, M. J., 1978.



problems of the Italian economy, especially after 1929 crisi$> which were also
linked to the Iltalian banking system and to itsalwement in many industrial
sectors.

As a temporary institution, I.R.I. was then askath¢lp the recovery of those
firms owned and controlled by the three major #alibanks® the Banca
Commerciale Italiana(Comit)?’ the Banco di Rom&® and theCredito Italiano
(Credit)®® The main objective of I.R.I. was to give back e private sector all the
firms in their possession to the extent that, #dwed, I.R.I. could also invest in the
modernisation of the firms and their structuresrtake them more attractive and
competitive for the market.

In 1937, L.LR.l. was transformed into a permanestitation, whose aims
were no longer the relocation of the firms on tharket but the support of Fascist
Italy’s autarky and of Italian colonial expansion.

With this in mind, one might say that the choicel®37 I.R.I. by Spain
seemed more pertinent to the founders of I.N.fatt, those who dealt with I.N.I. or

issues connected to it confirm the many similagitigat exist between its statute and

%5 See FEINSTEIN, C.H., TEMIN, P., TONIOLO, G.leconomia europea tra le due
guerre Roma, Laterza, 1998, ZAMAGNI, Valla periferia al centro. La seconda rinascita
economica dell’ltalia 1861-198Bologna, Il Mulino, 1990, TONIOLO, G.Industria e
banca nella grande crisi, 1929-193Milano, ETAS Libri, 1978, TONIOLO, G., CIOCCA,
P.L., L'’economia italiana nel periodo fascist8ologna, Il Mulino, 1976. For a general
introduction to the 1929 crisis: EICHENGREEN, Bolden Fetters. The Gold Standard
and the Great Depression, 1919-193%ew York, Oxford University Press, 1996 and
TEMIN, P.,Lessons from the Great Depressi@ambridge, MIT Press, 1989

% For a synthesis of the problems of the Italiankiram system at the beginning of the
1930s, see CONFALONIERI, ABanche miste e grande industria in Italia: 1914339
Milano, Banca Commerciale Italiana, 1994, CASSESECome € nata la legge bancaria
del 1936 Roma, Banca Nazionale del Lavoro, 1988

" For the history of the Banca Commerciale see SEBLII, S., Una privatizzazione
molto privata: Stato, mercato e gruppi industridlcaso Comit Milano, Mondadori, 1996,
RODANO, G.,ll credito all'economia: Raffaele Mattioli alla Baa Commerciale Italiana
Milano, Napoli, Ricciardi, 1983, CONFALONIERI, Alntroduzione, l'esperienza della
Banca commerciale italiana e del Credito italignlilano, Banca commerciale italiana,
1994, in CONFALONIERI, A.,Banche miste e grande industria in Italia: 1914339
Milano, Banca Commerciale Italiana, 1994.

8 For the history of Banco di Roma, see DE ROSAStoria del Banco di Rom&oma,
Banco di Roma, 1982

? For the history of Credito Italianosee CONFALONIERI, A.,Introduzione,
'esperienza della Banca commerciale italiana e @rkedito italiang Milano, Banca
commerciale italiana, 1994, in CONFALONIERI, Banche miste e grande industria in
Italia : 1914-1933,Milano, Banca Commerciale Italiana, 1994, AAVEredito Italiano,
1870-1970: cento annMilano, Credito Italiano, 1971



I.R.I.’s. When speaking about the similaritiesud goals, policies and strategies put
into practice, we are again facing two opposingriptetations. Indeed, whereas San
Roman and Gomez Mendoza say that the similarity aplplies to the Statute,
Schwartz, Gonzalez, Comin and Martin Acefa thirdt the two institutions also
coincide regarding their objectives and their ecorarole in Italy and Spain. Such
a similarity was first underlined by Schwartz andn@aleZ® in 1978. They claim
this on the basis of the (wrong) denomination & Igtituto Espafiol de Moneda
Extranjerg which is instead indicated in the founding lawl.0f.1. published on the
Boletin Oficial del Estadd’ with the translation of its Italian counterp&ristituto
per i Cambi e le DiviseThe two authors think that the founding law &.l. was
used as a model for the Spanish dtiEheirs is a logical explanation, and they argue
that there are even more points in common betweeraunding law of I.N.I. and
the 1937 I.R.I. — which the 1941 Spanish law reter¥ They do not say if the
similarity existed only with respect to the 193R.1. Statute or if it also applied to
the projects then put into practice. Also, the atghdo not deal with the results that
I.N.I. obtained, aside from a vague comparison fed productivity of the two
institutions between 1971 and 1975.

Their explanations partially clash with those o gcholars who dealt with
I.N.I. after 1978, and who could rely on more psecsourced> Comin and Martin
Acefa explain the differences and similarities le&wthe two institutions in more
detail*® and agree with Schwartz and Gonz&leln order to support their argument,
they do not explicitly refer to the theories of theo authors cited above, but

instead, they underline the first article of thariding law of I.N.I. that, as with that

30 SCHWARTZ, P., GONZALEZ, M.J., 1978

31 Official publication of the Spanish governmenkglitheGazzetta Ufficiale dello Stato
in Italy.

32 From which they found the example inspiring theation of the Spanish Institution.

33 SCHWARTZ, P., GONZALEZ, M.J., 1978, page 16

34 See the Introduction - paragraph Statutes Actgomparison; SCHWARTZ, P.,
GONZALEZ, M.J., 1978

Sin fact, Schwartz and Gon;élez had limited actessources to work with, as they
admitted SCHWARTZ, P., GONZALEZ, M.J., 1978, padge 7

%5 COMIN COMIN, F., MARTIN ACERA, P., 1991,

37 SCHWARTZ, P., GONZALEZ, M.J., 1978 and COMIN COMIN., MARTIN
ACENA, P., 1991
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the one of I.R.l., allowed for the possibility oéihg active in the defence sector, to
pursue the goal of national defence, and also hieae a self-sustained econorfy.
At the same time, they committed two small inaccigg while analyzing I.R.l. and
its role in the birth of I.N.I. The first one is wh they talk about theationalization

of the three banks® which never happened. The second one is connéctéte
reasons for the transformation of I.R.l. into arpanent institution. The decision to
use it as an autarkic instrument came after itesfmmation’’ which occurred
mainly because of the impossibility of relocatihg firms on the market.

San Roméft presents a detailed analysis of I.N.I. and the imawhich it
had been portrayed, opposing it thanks to the reta att her disposal. According to
her, the scholars had reached diverging conclusiegarding the origins of L.N.I.,
even though they all based their assumption osahge documents.

The three main points that she underlined were that

1. [...] it was born in order to develop the firms contesl to the national
defense and the autarkic economic system [...] whegcame clear that the private
sector did not show any interest nor it was ablpedorm such goal$®

2. '[...] the creation was connected to all those nati@adions that were
taking place in all European countries after WA’

3. The creation of I.N.I. is connected to industmabilization.

While points 1 and 2 are the traditional visionl.®{.1., the last point is the
most interesting and original one, as it explait@iSan Roman thinks of the birth

of I.N.I. San Roman developed a new way of thinkaigput I.N.I., based on the

38 COMIN COMIN, F., MARTIN ACERNA, P., 1991, page 85

39 COMIN COMIN, F., MARTIN ACERA, P., 1991, page 8See also Chapter 2
40 cOMIN COMIN, F., MARTIN ACERNA, P., 1991, page 50.

“1 SAN ROMAN, E., 1999.

42 See SCHWARTZ, P., GONZALEZ, M.J., 1978; SAN ROMAR,, 1999; COMIN
COMIN, F., MARTIN ACENA, P., 1991; BOYER, M., La gmesa publica en la estrategia
industrial espafiola: el INI, innformaciéon Comercial Espafigla. 500, 1975.

43 SAN ROMAN, E., 1999, page 21.
44 SAN ROMAN, E., 1999.
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industrial mobilization experience of the 1980mced by many European countries,
amongst which were Itaf§and Spairf’

When San Roman presents the Italian case, themréademinded
that there was industrial mobilization and — redyom the study by Pd€i— this was
connected to the fact that Italy was taking paivorld War I. Given that Spain was
not actively involved in the war, the industrial bili@zation of the two countries
undoubtedly had very different characterisfits.

Pacr? introduced the idea, shared by other authbthat World War | had
been an opportunity to improve productivity andake advantage of the increased
demand of goods produced by the national industespecially in the steel,
mechanical and chemical sectt?She idea is that the consequences of World War
| consisted of the development of Italian industrend the specialization of the
working clas2® in a way that could not have been possible in siré peace.
Besides, the increase in benefits for the companiése sectors most involved in
the state production compensated for the damaderedfby the industrial sector
because of the waf.

The most important customer of Italian companies e Stat® and since
1915, through the work of th8ottosegretariato delle Armi e Munizioniwhich
subsequently became a proper Ministry — contraheddistribution of raw materials

among these companies, stepping over all the atmocy rules of the State and

4> SAN ROMAN, E., 1999, page 89 and ss.

46 PACI, R., “Le trasformazioni ed innovazioni nekéruttura economica italiana” in
VALLECCHI, A., ed., Il trauma dell'intervento: 1914-1919%irenze, 1968, cited in SAN
ROMAN, E., 1999. The director is CARACCIOLO Alberto and not MAECCHI as
reported by SAN ROMAN

“”SAN ROMAN, E., 1999.

“8 PACI, R., in VALLECCHI, A., ed., 1968, cited in $AROMAN, E., 1999. The
director is CARACCIOLO Alberto and not VALLECCHI asported by SAN ROMAN

49 PACI, R., in VALLECCHI, A., ed., 1968, cited in $AROMAN, E., 1999. The
director is CARACCIOLO Alberto and not VALLECCHI asported by SAN ROMAN

PACI, R., in CARACCIOLO, A., (and others)| trauma dell'intervento: 1914-1919
Firenze, 1968, page 31.

1 See PACI, R., in CARACCIOLO, A., (and others), 89page 31 and ss.

®2PACI, R., in CARACCIOLO, A., (and others), 196&ge 32.

3 PACI, R., in CARACCIOLO, A., (and others), 196&ge 36.

*PACI, R., in CARACCIOLO, A., (and others), 196&ge 36.

*PACI, R., in CARACCIOLO, A., (and others), 196&ge 32.
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thus controlling the national economy as well angfating the sectors in which the
State was interested in war tintés.

When the Sottosegretariatobecame a Ministry, it was created as a
bureaucratic organisation in which one of the magbortant divisions was the
Mobilitazione Industrialé’ It was responsible for the transport and distitoubf
fuels, metals and explosives, and most importdtglyole was to develop relations
with the companies that produced them for the Statethermore, it dealt with
working conditions and salary controversies.

Most importantly, this division had the responsipilof choosing the
companies that should produce for the State andiélotaration of auxiliary was
given to thenT® This special declaration allowed companies toivecerders and
supplies, which meant great benefits for them.

In 1918, the State was the centre of the natioc@h@my, the only customer
for most industries. Besides, the supply and denwain was controlled by the
State, as well as the production of goods.

This situation was called the ‘nationalization’tbe Italian economy as it
involved not only the big companies, but also smalhpanies — small factories —
that produced for the bigger companies. In somes;abe small companies were
absorbed by the bigger ones, creating a processcession in the investments for
the smaller ones and, at the same time, this isete¢he process of concentration
and the creation of oligopoli&S.

With the end of the war, and of orders from theetdne production capacity
of companies became oversized in respect to négeassipeacetime, and more
importantly, some of them which were only dedicatedvartime production, such

as Ansaldg®* were completely unable to go back to normal prtidncbecause of

* PACI, R., in CARACCIOLO, A., (and others), 1968.

*"PACI, R., in CARACCIOLO, A., (and others), 1968.

8 PACI, R., in CARACCIOLO, A., (and others), 1968.

%941 ...] nazionalizzazione dell’economia italiah#?ACl, R., in CARACCIOLO, A., (and
others), 1968, pag 34.

9 PACI, R., in CARACCIOLO, A., (and others), 1968.

1 A few companies, such as Fiat, were able to inveptoductions that at the end of the
war could be transformed into production for tinodgpeace. PACI, R., in CARACCIOLO,
A., (and others), 1968. For the history of Ansaldee CASTRONOVO, V., (a cura di),
Storia dell'’AnsaldpVol. 9: Un secolo e mezzo, 1853-2003ma, Laterza, 2003, DORIA,
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careless and sometimes disproportionate investntieatdid not take into account
conveniences and costs.

The companies tried to solve the problems by askingpans from banks of
which they were already creditors of the companesthey were not able to give
back the money to the banks, the banks financeddh®anies to avoid losing the
money already invested.

As for the companies, they desired to control thekis’ financial policies to
be able to receive more financial help. To reach gbal, they bought the shares of
the banks.

This situation, callectatoblepism8? continued to the point that the banks
owned the shares of the companies toward which tney credits while the
companies owned the shares of the banks towarchwihéy had debts.

After some years, this situation was the reasomidethe creation of I.R.I.

For this reason, | would say that what links I.Rekpecially the one of 1933,
to industrial mobilisation is the fact that thissiitution tried to solve the problems
caused by mobilisation, or problems that had oeclim its context. It is sufficient
to rememberAnsaldo, a private firm which had been crucial to Italiararw
production, and which caused the bankruptcy of Baeca Italiana di Scont®
since it was not able to relocate its productsratfte war. It is more likely that,
given the irreversibility of many of I.R.1.’s firmshe latter ended up being perceived
as an active component of industrial mobilizatio@ved with special objectives

connected to autarky or to possible other warsneasion§* — not to mention the

M., Ansaldo: l'impresa e lo Statd-. Angeli, 1989 and FALCHERO, A.MlLa Banca
Italiana di Sconto, 1914-1921: sette anni di guerMilano, F. Angeli, 1990

%2 See AAVV, Donato Menichella. Testimonianze e studi racccétilal Banca d'ltaliag
Roma, Laterza, 1986, page 410. See TONIOLO,L&conomia dell’ltalia fascistaBari,
Laterza 1980, ZAMAGNI, V.Dalla periferia al centro. La seconda rinascita @cmica
dell'ltalia (1861-1990) Milano, Il Mulino, 1990, CASTRONOVO, V. industria italiana
dall'Ottocento a oggiMilano, Mondadori, 1990; MORI, Gl capitalismo industriale in
Italia: processo d'industrializzazione e storiatdlia , Roma, Editori Riuniti, 1977

% FALCHERO, A.M., La Banca ltaliana di Sconto, 1914-1921: sette adinguerra
Milano, F. Angeli, 1990

64 Italy aspired to be a country with colonies and tlis reason the nation needed to
increase war production and implement autarkic cpesi to survive to the International
Economic Sanctions faced by Italy after the invagibEritrea in 1935.
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possibility that another European war was alreadyisoned by the Italian
government.

Clearly, if a state finds itself in a war situatidas Italy did during the
invasion of Ethiopia), it will initiate a warlikendustrial mobilisation. In this case,
considering its past experience, the state wilhmyto make the same mistakes and
therefore look for new solutions. It is then moikelly that I.R.l. as an industrial
mobilizer was not a conscious choice, but a cosme that occurred after this
institution was made permanent.

If one considers that I.R.l. of 1937 was the solutthrough which Italy
might have escaped from the problems it had alrdéadgd after the end of WWI
and a means for its industrial mobilisation, iblsvious that I.N.I. is a copy of the
ltalian institution of 1937, moved by military aiffisThe two states were in fact
living through times when the possible outbreakntérnational conflicts was very
concrete. Both countries thus wished to mobilizgrteconomy and clearly the war
sectors were the ones that most interested thems, Tthe two institutions are
similar because they were born out of the sameseed

However, if Spain had other experiences about imidlisnobilisation and
they were more positive, as it did not go throulgé ¢risis that Italy experienced,
why did it decide to follow the Italian path — whichad not yet shown its
effectiveness regarding industrial mobilisation? rdtiver, the statute of L.N.I. is
rather elaborate. It is similar to that of I.R.lutbit also has many peculiar
characteristics, which reflect the thought of Sphriegislators and their answers to
the problems and ideologies of the Spanish rullitg ef the time.

In fact, Suanzes considered that Spain missedddéion and experience of
staff and structure to pursue the goal the FrahGusernment desired to conqér.

As consequence of the inability that Suanzes expogse can think that the

founding idea of an institution dedicated to thgamization of national defense and

65 SAN ROMAN, E., 1999 page 24
% .N.1. Archive, “Notas en relacién a la creaciéalydesenvolvimiento de este Instituto”,
Memoria I.N.I. 1941 y 194%age 21
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of autarky might, then, be due to industrial masaition and the need to foster
production and relocation from ordinary productiorwar productior§’

For these reasons, | think that I.R.l. and I.Ndvé to be considered as the
outcomes of past experiences, for sure, but furibez, as an innovative way of
managing the economic problems of their time. Ithlmases we should never forget
the political aspects of both regimes, as thedtalegime wished to be understood
as modern and innovative, while the Spanish onetedato be different from the

previous Governments.

b. The Statutes Acts: a comparison

As seen above, all Spanish schdfansse terms of comparison based on
general observations, but none of them demonstnateigh incontrovertible data
whether or not the measures and ways of the Spargstution were inspired by the
model of I.R.l. What is amiss in this specific deb& not only the absence of
incontestable data, but also a definition of whigterational strategies and policies
of I.LR.l. are taken as the reference model. Neiie# has made any reference to the
different roles that I.R.l. developed from 1933 1845, or during the post-war
period.

Starting from the available bibliography on thisrtigailar topic®® 1 will
proceed to compare the similarities and differenmfeboth statutes, to verify the
extent to which LR.I. influenced I.N.I. | will psent a reasoned analysis of the
differences between the two statutes. These willrisysed considering the parts of
the articles of I.R.I. statute that have been plyticopied or not copied at all, and
the ones that have been added to I.N.I. statutethlati were not included in I.R.I.

statute, or vice versa.

®” PACI, R., in VALLECCHI, A., ed., 1968, cited in S RROMAN, E., 1999. The
director is CARACCIOLO Alberto and not VALLECCHI asported by SAN ROMAN

% GOMEZ MENDOZA, A., 2000, SAN ROMAN, E., 1999., CONI COMIN, F.,
MARTIN ACENA, P., 1991, SCHWARTZ, P., GONZALEZ, M., 1978

% GOMEZ MENDOZA, A., 2000, SAN ROMAN, E., 1999., CONI COMIN, F.,
MARTIN ACENA, P., 1991, SCHWARTZ, P., GONZALEZ, M., 1978
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The Spanish scholdfshave been using the comparison of the statutéisdo
evidence that I.N.I. copied the Act of I.R.l. Adt1937. For instance, Schwartz and
GonzaleZ' considered that the evidence of the connectiowdsst the statutes is
seen in the mistaken nanhestituto de Cambios y Divisagiven to thelnstituto
Espafiol de Moneda Extranjeiia the first version of I.N.I. Act published on 25
September 1941, and corrected with the Act pubdishre the 7 October 1941. In
fact, they are not wrong, because the Institutioet torresponds to the Spanish
Instituto Espafiol de Moneda Extranjeria calledistituto per i cambi e le valutia
Italy and the Institution is cited in the laws a@itb statutes.

Comin and Martin Aceflastate that the evidence of the literal translatibn
l.R.l. statute is to be found in article 7 of thalian statute that was not copied by
the Spanish one. Some years later, San Roman amgézZklendoza expressed the
same opinion as Comin and Martin Acefia, and aldechthat the amiss article 7 of
l.R.l.’s statute helped I.N.I. to reduce the fascigeatures that — for the authors —
were typical of L.R.I.

Article 1 of I.N.I.’s Act of 30 September of 194tegents I.N.l. as a public
company, just as I.R.I. is defined in article 1, ggragraph of its own statute. Then,
article 1 of I.N.I. statute goes on to detail tlealg of the Institution with regard to
the creation and development of Spanish compdhidsespecially the ones whose
aim is the solution of the problems arising frora tieed to defend the nation or to
develop the autarkic econoil§ The whole sentence is literally translated from
article 2, point a, of I.R.I. Act, for both the eeénce to the defence of the country
and the development of economic autarky.

Furthermore, article 2 specifies that I.N.I. wibaithe ways of the Private

Company, still controlled and managed by the Gawemt.

0 GOMEZ MENDOZA, A., 2000, SAN ROMAN, E., 1999., CONI COMIN, F.,
MARTIN ACENA, P., 1991, SCHWARTZ, P., GONZALEZ, M., 1978

"L SCHWARTZ, P., GONZALEZ, M. J., 1978
2 cOMIN COMIN, F., MARTIN ACENA, P., 1991

IS “[...] en especial de las que se propongan como fincgpal la resolucion de los
problemas impuestos por las exigencias de la defeded pais o que se dirijan al
desenvolvimiento de nuestra autarquia econoimids.l. Act, 25 September 1941, art. 1
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In the second article of I.N.l. Act, paragraphs &l a4 provide for the
opportunity to sell the shares and companies wtiiehState is not interested in, or
introduce the idea to use uniform criteria to man#ge companies when they are
included in LN.l's portfolio, as paragraph 4 icdies: f...] the efficient
management of the shares and credits owned byn8tgutte and the possibility of
gradually proceed to settféholdings and credits that the State has no inteires
preserving’ ’®

As it is also mentioned in the second half of thee sentence, I.N.I. had the
opportunity to sell the shares owned in portfolidhe state did not consider them
useful for its aims. The sentence, in both pastditérally translated from article 1,
paragraph 3, of I.R.l. Act. For L.R.I., the actitm settle’ also meant the process of
liquidation of the Credits or Shares that could I@tsold back to the private market
— the first of the aim of L.R.I., in this case.

Article 3 of the statute of I.N.I., in point A, inghtes that the Shareholders’
Capital for the Institute consists of 50 milligesetas The article is the same as
article 1, paragraph 2 of I.LR.I., but in this caee amount of the funds was one
thousand milliorlire. Points B and C are also copied from article Tagaph 3 of
l.R.I. statute. These points introduce the ide&rarisferring the Companies’ shares
or companies owned by the Spanish State to I.N.I.

The same article 3 of I.N.I. statute explains otfgms of financing that
I.R.I. statute does not include expressly: pointsEDand F include incomes from
benefits produced by the owned companies, or insdnoen the sale to the market
of the owned companies that were of no interegtédSpanish institution or regime.

These types of income had always been naturallgidered as rightly owned by

™ The process indicated by Settlement is intendee hs the process of selling the
Credits and Shares back to the market, but alseeasill see for I.R.I. in Chapter 4, to clear
them off in the case it would be impossible to hthem paid off by the debtors or sold on
the market.

S English translationy...] la eficiente gestion de las participaciongsactividades a él
confiadas y podré liquidar gradualmente las pap@tiones y actividades que el Estado no
tenga interés en conservarl!N.l. Act of 1941, article 2, paragraph 4.
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I.R.I. since 1933, when it was considered that &eSDwned company acted as a
private company in the markét

In addition, part of article 4 of I.N.I. statuteshheen copied by I.R.I. statute
in article 3, paragraph 1, 2 and 3. In this cad®e,l.l opened the door to obtain
external funding, especially by public entitiesdaailowed for all the Beneduce
Institutes to subsidise each other. But in Spain, there werether public bodies,
apart from L.N.1., that could be financed and fuhda&ithough there was probably a
desire to create them, or to prepare the fielcffuture decision in this sense.

Article 5 of I.N.I. statute deals with bonds, ah@é completely copied from
articles 2, 8, 9 — 1st, 2nd and 3rd paragraphskof. Istatute, changing the value of
0.10 cents for L.R.I. into 0.25 cents for I.N.L.hwe article 6 of I.N.I. is copied from
article 10 of the I.R.I statute. However, if tharisaction is of a value of above 5
million pesetas, then the Institute must receivempesion from the Minister of
Treasury to perform it.

Article 9 of LLN.I. statute states that the vicegident will be a technician
and this feature is also listed in the statute.Rfll While article 14 of I.N.I. statute
defines that the president must be a techniciamedls I.R.1. statute does not define
a specific profile for this position. The words paragraph 6, article 9 of I.N.I.
statute are copied word for word from articles 1B - last paragraph, 22 and 24, and
copied with inspiration from article 23 of |.Rstatute.

The same article 9 of I.N.I. statute describegtasroorgan that is part of the
Spanish Institution: th€omité de Gerenciacalled Giunta Tecnican I.R.l. This
part is copied word for word from articles 19, 2@l&1 of I.R.l. statute, where the
members are the same as for I.R.l., changing {hresentative of thBemaniowith
that of Hacienda. These I.R.l. articles have bemred word for word and inserted
in article 9 of I.N.I. statute.

®n fact, I.R.I. was conceived differently, in 1938m [.N.I.; with respect to the State
structure and the national market, I.R.l. was dalle work side by side with Private
Companies, whereas I.N.I. was called to supporpth@ate sector and to take its role to meet
the interest of the Spanish country or the Franegife. Only after it became a permanent
Institution, in 1937, I.R.l. was called to meet snequirements to support, or substitute,
Private Companies of national interest.
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In this case, the specification of I.N.I.’s fieldEcompetence differs from the
one indicated in I.R.l. statute at article 2, 1np®il, 2, 3, 4 and 5: for the Spanish
Institute they will be indicated using a Regulationbe published after I.N.I. Act.
Instead, I.R.I. includes them in the statute, aifiiéréntiates between the ordinary
and extraordinary competences: the latter are lier Government Committee,
limiting the competence to the former only in caergency.

Article 10 presents the Technical Committee ofIl,Nts responsibilities and
composition, copied from articles 223 paragraph, 24 and 23 of .R.l. statute —
although the paragraphs related to the organisatigmocedures that were specified
in l.R.1. statute were not included.

Article 12, which indicates the date of the closwofgthe balance sheet and
the date of filing of the report, is copied wordr fword from article 28, 2nd
paragraph, of I.R.I. statute.

Article 13 of I.N.I. statute is copied word for widbfrom article 30 of the
I.R.I statute, excluding the percentage of distitou of annual supplies: in I.N.I.
10% - 35% more than L.R.l. — is attributed to tlbenfation of the reserve fund,
and15% - 50% less than I.R.I. — to the MinistryFofance.

These differences in percentage show the diffedations between the state
and the institute. In fact I.N.l. was supposeddmvest more in itself than .R.I.,
which, on the other hand, had to pay more monethéostate. This situation is
explained by the fact that I.R.l. counted on exdéfands to sustain its investments
in shares as well as in the financing of the tlwodnpanies owned by I.R.I., and
made use of the bonds instrument on several octasio

On the other hand, I.N.I. features may be due to facts: the Spanish
Institution intended to maintain a strong contreéothe third companies’ portfolio,
and for this reason it needed more funds to buystiees and avoid investment
from private companies. At the same time, I.N.ld Inaore sectors, those connected
to defence or to production related to nationatrest, on which private investment
was forbidden.

The percentages of distribution of the profits fd¥.1. indicate the value of
5% to pay provisions or prizes for the managersth& Spanish Institute, an

indication that is completely absent from I.R.l.atate. This would be
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understandable, remembering that I.R.l. is actiagagrivate corporation and its
employees are not civil servants, for whom any otlabdour activity is not
compatible with employment in the Italian Instituges indicated in article 35, 3rd
paragraph; even more so, it is uncommon for thessg and provisions to be
included for I.N.l. employees who assumed the ableivil servants, and were also
selected from the civil servants who already workadthe state, as indicated in
article 11 of I.N.I. statute.

The remainder of the article is again copied fraR.ll statute, with the
exception of the rules to be applied in case ofifredistribution when the Institute
presented losses instead of benefits in the prewears. In the case of L.R.I., article
31 states that all the benefits should be redidetdecover the previous losses. As
for I.LN.1., at least 50% of the value of the amoahthe benefits should be used to
cover the previous losses.

The differences in the process of covering lossssan example of the
application of the rules of the private corporatibelp us to understand why it is
more important to analyse the differences betwd&entwo Institutions than their
similarities. The differences in their methods of/ering the losses of the previous
year, or years, is an important point in the anslgéthe respective policies of I.R.I.
and LN.I. Indeed, for the private corporation, #@nomic result of the year is
important — a positive one being the ideal valughef economic result — and it is
considered as a goodwill for the Company. Thisoissadered the economic value of
the good impression that the Company gives to taeket thanks to its abilities to
produce benefits and to cover prospective lossedjtate the access to the Capital
Market and to the investments that third agents bwinterested in carrying out in
the Company.

In the case of I.N.l. and L.R.l., the latter regpdcthe rules dictated for
private corporations more than the former, sin@distribution of dividends and a
positive profitability is an aim of the company tha&.l. seems to pursue. It seems
that I.R.I. was more interested in the externalkeias a fundraiser than I.N.1.

Other differences between the statutes’ Acts ofll.Bind I.R.l. regard the
parts of the articles of I.R.l. statute that haeerb partially copied or not copied at

all, and a few cases concerning add-ons in |.Katuge that were not included in the
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Italian Institution ones. The first feature thashmeen partially copied is the fact that
both Institutes were supposed to meet the critefrigrivate corporations. In this
respect, Article 2 of I.N.I. Act makes specific e@gnce to [...] métodos de las
Sociedades Anonimas privadas para sus fines essatpero conservando siempre
en la gestién y administracién el control del Gobi”’’ I.R.I. was also organised
as a private corporation, but the difference i¢ tha Government’s influence was
not clearly specified in the Act, like for I.N.[® but instead it was assured thanks to
the representatives of the Ministries in the Adstiiaitive Council.

For L.LR.l.,, the representatives were the Generaéddors of each of the
following Ministries: Demanio pubblico e Demanio Mobiligréesorq Ragioneria
Generale dello Statdndustry, and Delegaté&cambi e Valuteand War Production,
as indicated by article 16 of L.R.l. statdfeln 1938%° the representatives of the
ministries in the Administrative Council countedeomore member, namely, a
representative of the Ministry dMarina.

Only some of these figures are included in I.N.dinfinistrative Council, as
written in Article 9, that includes: 3 Delegates tbe Hacienda, 2 for the Industry —
one for the Mining sector and another for the Itidalssector —, one for thiastituto
Espafiol de Moneda Extranjerane for theAlto Estado Mayorand 3 for the
Directors of thdndustriade Mar, Tierra y Airé

As we can see, while for I.R.l. the compositiortted Administrative Council
is more diversified thanks to the presence of gr&tives of different branches
and specialisations, for I.N.l., the presence alubiry representatives is lower and
the Military presence is higher.

For San Romaff the high number of Military representatives in 8ganish

Institution is what gave I.N.l. a martial featudmother argument that San Roman

71 N.I. Act of 1941, article 2
8| N.I. Act of 1941, article 17
9| R.I. Act of 1937, article 16

80 This Representative was included by the Act oAREI 1938, published in the G.U. n.
125 of 13 June 1938

81| N.I. Act of 1941, article 9
82 SAN ROMAN, 1999
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and other Spanish schol&tgive as an explanation for the martial featureMfl. is
the fact that article 7 of I.R.I. Act has not beapied.

For the authors, article 7 of I.R.l. act made refiee to the Trade Unions,
and they argued that the existence of Fuero del Trabajoin Spain made the
incorporation of I.R.1. article into I.N.I. act Usss. Furthermore, article 7 of I.R.I.
statute is the reason that the Spanish authorstaugmoint out the Syndicalist
characteristic of I.R.l., against the martial ohé.N.1.

Article 7 of L.LR.l. statute prescribed that the desmeeded to present the
signatures of the president of I.R.l.,, the Admmagir and the president of the
Collegio Sindacalea typical and compulsory organ of Internal Auditiin private
corporations, whose role and responsibilities ia thstitution are regulated by
articles 26 and 27 of I.R.I. statute, articles toat also absent from I.N.I. statute.

Nevertheless, the absence of these articles amtldeofeference to article 7
has nothing to do with the Unions. It is true tiatitalian the wordSindacaleis
commonly understood as the adjective $Samdacato the Union; but in this case the
word refers to an organ defined in this way becaidbe verb Sindacare, which
means to ‘express an opinion or judgement abouttuny’, exactly the role of the
Collegio Sindacalevithin the companies.

Although scholars have been mistaking the meaningeowordSindacale,
their opinion on the martial characteristic of LLNs confirmed, as we have seen
earlier while considering article 2 of I.LR.l. steuand the components of the
Administrative Council. In this regard, the manpnesentatives of the Military, or
pursuing Military interests, gave a distinctive tiga to the Institution and its
activities. This is much more evident in the seteciof the representatives than in
the explanation of the Spanish authors: the absehdee reference to the Unions
was justified by the existence of tii@ero del Trabajo,the explanation that the
authors gave to define I.N.l. as martial.

Furthermore, while all the other organs of I.Radhbeen copied, I.N.I. did

not copy theCollegio Sindacalenor did it present any other Internal Auditing

8GOMEZ MENDOZA, A., 2000, SAN ROMAN, E., 1999., COMi COMIN, F.,
MARTIN ACENA, P., 1991, SCHWARTZ, P., GONZALEZ, M., 1978
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control. The fact that article 7 of I.R.l. was moifpied is understandable because for
I.N.I., its only judge was the Government, as &tit7 of I.N.l. Act stated. It also
specified that I.N.l. was the Institution in chargfethe realisation of the economic
and industrial programmes of each Ministry, butsididued to them.

Besides, for San Rom&hthis martial feature helped I.N.I. to lighten the
fascist aspecs of the Spanish Institution. While | do agree wihn Roman about
the martialization of I.N.I. thanks to the high geace of military representatives, |
doubt that this led to the diminishing of the fas@spects of I.N.l. In my opinion,
matrtiality is part of the fascist aspects of th&tiiations. Indeed, starting from 1938,
as mentioned above, and even more from 1939, BR®. presented a militarization
of its activities, and changed some important Regmtatives; the president of I.R.I.
itself, for example. In my opinion, there was aipérof LLR.l. in which both
characteristics, fascism and matrtiality, were pngseamely, during World War I,
from 1940 to 1943.

Other features that are present in one statutesb@tnot in the other are:

- The limit established for the Investment on tha@mpanies’ shares for

[.R.I. The ltalian Institution cannot invest moteah 1 billionlire on shares

in big companies whose aims are the]*‘defence of the Nation or directed

to obtain the goal of the national economic autaf& This import was
raised to two billion in 194%” when Italy was involved in World War II. The
limitation on investments in the sectors of Natiomderest in 1937 is the

expression of the ideas of Beneduce, presiderfieirtstitution until 1939,

and although I.R.l. was transformed into a permuahestitution, it showed

that the transformation was intended to manageshiages owned and to try
to reorganise them before selling them back tontlaeket. The core idea at
the basis of this limitation is that I.R.I. showark in the markets to foster

private companies and not to monopolise sectorfadi the increase in the

84 See SAN ROMAN, 1999, p. 148

& Thisis a general term for which San Roman do¢give any definition or references,
but she deems it incompatible with Martiality.

86 “[...] difesa del Paese o diretti al raggiungimentell’autarchia economica
nazionalég, I.R.l. Act of 1937, article 2, paragraph 2

871 14 of September 1941, number 1068.
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limit was carried out during the autarkic planghaligh it would have been
more reasonable to delete it completéty free the investment depending on
the interests, and war needs, of the State.

- Article 7 of I.N.I. Act prescribed the cases ihiah I.N.l. could expropriate
the ownership of the companies that were considengartant to achieve

the Institute’s objectives, activity that was nattpof I.R.I.’s.

Both differences are important in themselves, begnemore so, if we
consider them together. They highlight how stramg ilea of State intervention in
the economy was, and how the activity of I.N.ltle Spanish Economy had been
free from any constraint. The most important goatuwhe fulfilment of the State’s
objectives and the protection of the Nation. Thespnce of a high number of
Military Representatives is connected to the lageal, and it is not easy to
understand the cause-effect relation.

The consequence of this situation is the ideoldgiNational defence above
everything’, which induces a high investment in waroduction, which is
characteristic of a Nation involved in war, or tie&fpreparing to enter into war, as
was the case for Italy from 1939 to 1943.

As mentioned above, I.N.I. Act did not include a@gllegio Sindacaleor
any other Internal Auditing Committee, somethingcammon considering the
functioning of private corporations, but logicacnnected to the inexistence of any
limitation to invest, the primacy of the State’'sjattives and the State as the only
reference to address them. It is also true that.Rut. the statute of 1937 was the
one that had run the Institution during peacetimathough autarkic from 1937 to
1939 — and during wartime.

This observation should be kept in mind becausee#ins that the Acts may
have been adapted to the changing times and gas,if the changes had not been
translated into new Acts or regulations.

In conclusion, | have showed that I.N.l. copied $t@tute and the structure
of I.LR.I. and its organisation, although the anialysonfirms that there were some

88| 14 of September 1941, number 1068
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important differences between the Acts when comsidethe activities of the two

Institutions.

c. Methodology and outline of the thesis

The results of the analysis of the similarities ahifierences between the
Statutes’ Acts of both institutions and the backaue research covering existing
literature help to select aspects of the Instihgicas key characteristics to be
investigated on quantitative terms. The analysisth@ Financial data of both
Institutions will solve these doubts and will bdgiel to explain the trends of the
sub-periods of I.R.I. as well as their similaritiggh 1.N.1.

For this reason, it is necessary to conduct a casga of the industrial
activities and the financial results of the Ingtdas to verify what these similarities
and differences meant for the Institutions presiri¢he previous paragraphs.

The Financial Statement Analy$isvill be the methodology through which |
will compare the values of the Balance Sheet amdne Statement, in order to
analyse the company performances or businesstagivi

The Ratio Indexes are the instruments and theseptehe characteristics of
being an expression of the policies of the comanmethis case of the State-Owned
Companies, and their calculation produces compardata, not only for different
time periods, but also among the two institutions.

While | will use these ratios, | will also explathe reasons why they are
important for my research. | will concentrate oe thtios that are the expression of
the observations that have been mentioned as deokeaacteristics of the

institutions that the analysis of the Statutes Augghlighted. They may also help to

8 For more details on the methodology and the Ratiee ROBINSON, T., VAN
GREUNING, H., HENRY, E., BROIHAHN, M.International Financial Statement Analysis
New Jersey, Wiley, 2008, ROBINSON, T. R., VAN GREWN, H., HENRY, H.,
BROHIHAN, M. A., International Financial Statement Analysiéew Jersey, John Wiley &
Sons, 2009, FOSTER, Grjnancial Statement Analysi€nd ed., New Jersey, Englewood
Cliffs, 1986, FRIDSON, M., ALVAREZ, F.Financial Statement Analysi8® Edition, New
York, Wiley & Sons, 2002
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explain some of the aspects of the autarkic paimewhich the institutions may be
involved.

This approach helps to carry out a more thorougllyars of the
characteristics of the policies of each institutidhe comparative approach, using
the same Ratios calculated for I.N.l. and I.Rd.the it is possible to determine the
similarities and differences in business activitiead performance of both
institutions.

The Ratios Indexes, in general, can be divided4ntategories:

a. Profitability Ratios these Ratios measure the return earned by a

company during a period of time and are relativthtomeasure of the income
of the assets, equity, or total capital employedh®ycompany. The ability to
generate profit on capital invested is key for anpany’'s value, and it is
usually the core of the Financial Statement Analy&ior example, we can
consider that, in the case of the State-Owned Camapaprofit is one of the
many goals of their business activities, and indéige of I.LR.I. and I.N.l. it is a
very important aspect to be considered since, biyniden, during War
Autarkic Policies, production is carried out at ast. This condition affects
the results of the Company, reducing its profiiagiland for this reason the
calculation of the profitability may help us to wmdtand if it was one of the
goals of the institutions or not.

b. Solvency Ratiosmeasure the company’s ability to meet long-term

obligations. In this group, we also find the subegary of ‘leverage’ and
‘long term debt’ ratios. In the case of I.N.I. anR.l., it is important to relate
the debts with the capital, the assets and thdyemquorder to understand if the
debts were contracted pursuing an equilibrium odenaithout any economic
plan and consideration.

c. Valuation measures the quantity of an asset associated with
ownership of a specified claim, such as Owners'reshaf Capital, Third
Owned Companies’ Shares, Reserves, Own Shares dRegaes, and so on.
These Ratios analyse the different values includatie Equity, and produce

significant data about its composition.
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d. Liquidity Ratios measure the availability of cash to pay debtthe
short-term period. These Ratios help to understidinthe company was
planning to pay back its short-term obligationsxgdiquidity, as usually done

by the companies, or if it required access to tsddisolve it.

The selection of Ratios | have decided to use twycaut my research
depends firstly on the features of the Institutighat | highlighted during my
discussion of the Statutes Act and, secondly, enapects of the Institutions with
respect to their relation with the market, the Goweent and others. In fact, all of
them highlight an aspect that is an expressiome@findependence of the institution
with respect to the external market or State fumtghat are an expression of the
objective of making the Company more profitable,ifothe Company tends to
produce at all costs — as occurs with total autarky

The ratios | will calculate will be:

1. Percentages of Third Owned Companies’ SHare&/aluation ratio). As
I.N.I. and L.R.l. should foster or control the irstitial policies of Spain, for the
former, and ltaly, for the latter, the tool theyedswas the ownership of Third
Owned Companies’ Shares, through the activitigsuging or selling the shares, or
through the creation of new Companies. The ownprsliithe shares meant a
control of the policies, and the decisions, of @wned Companies. The ratio that
expresses this concept is the one that relatefhingé Owned Companies’ Shares to
the Assets — the higher the percentage, the greheerpower to control the
Companies. The analysis of the weight of the Tlindned Companies’ Shares,
expressed as percentage of the Assets, helpswmslérstand the importance of the
shares that allow direct control over the Companiestheir industrial policies and
production processes. For these reasons the anebunvestment in shares also

% part of this analysis about I.R.l. Third Owned Qamies’ Shares is already to be
developed in the paragraph 1, section ‘a’ anddhbd in this paragraph, | will compare them
with that of I.N.1I.

L The last paragraph of article 2, of I.N.I. indiesitthat the control over the Owned
Companies is realized by the representative oftanish Institution into the Administrative
Council.
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expresses the infiltration of the State in the eoon® and its intent to control the
production in the sectors considered strategiargrortant for national production
by both Institutions and States.

2. Return on Equity (ROE), (Profitability Ratio)hiE ratio measures the
Profitability that is of interest for my comparissmce the difference between the
partial or total autarkic policies is to be fourdthe cost¥ of the investments and
productions: if they are considered, as it is mplrtial autarky, or not, as it is in the
total one. In this latter case the profitabilifynot negative, should be very low.

3. Percentages of Internal and External Financifige Solidity of the
Shareholders’ Equity (Solvency Ratio). The relatinp between External and
internal financing is used as an expression os#iesufficiency of the company, or
on the other hand, it measures if the values oSthge funds, considered in this case
as the internal financing, are the most importaha@s with respect to other ways of
financing the company. The Solidity of the Equitsiti® goes a step further, used to
verify if the Company can take advantage of soedalLeverage™. This ratio will
help to understand if I.N.I. or I.R.l. were operetdernal investment, as it should be
for Private Corporations, which they were definedratheir statutes.

4. Company independence from external influences/€acy Ratio) Equity
over Third Owned Companies’ Shares. This last raiibbe another of the Debts
Ratios group as is the Solidity of the Equity, buwill explain how much of the
investment in Third Owned Companies’ Shares is @y the Equity and how
much originates from external financing.

While | will proceed to calculate them | will alsntroduce the Ratios and
their categories, their meanings, and the reastwyshey are important.

The data | will use to calculate these ratios i#ected from I.N.l. Balance
Sheets from I.N.I. Archives, that, in some cased|llintegrate by the elaboration of

92 Although other indexes exist which evaluate theapeters of infiltration and control
of the State, as shown in the work of VASTA, M., NIBIELLI, P., State-owned enterprises
(1936-1983), unpublishethis index is still significant.

% ].R.1. Archive,Numerazione Nera, Documento 4130, ACS, Fondo |.Rumerazione
Nera, b. 81 Relazione riassuntiva dei piani autarchici al Coait Corporativo Centrale
November 1937

% The ‘Leverage’ measures the ability of the compamincrease the potentiality of the
return of an investment: the higher the extermarcing with respect to the internal ones, the
higher the leverage ratio.
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the data presented in the published bibliograph€ahin and Martin Aceftaand
in the Apéndice Estadistica of I.N*.or of the one of San Roménand Gémez
Mendoz&®. On the other hand, the data of I.R.Il. is ext@dtem the documents
collected in I.R.I. Archive, Balance Sheet and Adistrative Council Meetings.

Furthermore, some others Ratios may be added torthe mentioned above
in the case that it will help to give a better gigiinto the characteristics of sub-
periods or industrial policies that may help toatde the roles of the Institutions
into the national policies of Spain or Italy better

The results of the Ratios Indexes will define tharacteristics of the policies
carried out by the Institutions, defining the difieces among the sub-periods of
I.R.I. Thus the comparison of I.R.l. indexes ofpeedfic period to those of I.N.I.
determines whether I.N.I. was carrying out typesbo$iness activities similar to
those of LLR.l.,, and, as a result, which goal tmstifution was planning to
implement.

The comparison of I.N.I. Ratios to those of the-pehiod of I.R.I. will show
that I.N.I. was conducting a type of activity siarito I.R.l.’s. As |.R.I. carried out a
wide range of roles and applied economic and im@igiolicies depending on the
aims of the State, the comparison of I.R.l. witN.l. will give an answer to the
aspects of I.R.I. that had been copied and appili&pain during the First Francoist
period until 1959. The goal of this comparison Wi to determine which of I.LR.I.’s
roles is the most similar to the one accomplishgdl.1. during the First Francoist
period.

In the first chapter, the thesis will start compgrthe economic conditions of
Italy and Spain, to highlight the differences anigrities. Then | will focus on the
specificities of the economies of the Fascist arah€oist regimes.

The second chapter will focus on the autarkic pedichat were implemented
in both countries. | will also define different & of autarkies using not only the

common definition of autarky and the ideas of dédfg scholars who have been

% COMIN, COMIN, F., MARTIN ACENA, P., 1991

% COMIN, COMIN, F., MARTIN ACENA, P.Apéndice Estadisticd 991
9 SAN ROMAN, E., 1999

% GOMEZ MENDOZA, A., 2000
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studying autarkic policies, but also using innowatinformation about autarkic

policies proceeding from the archives’ documentse Tombination of all of this

information will allow me to carry out a classiftean of the different types of

autarkies and, most importantly, to define the deg@f achievement of autarky and
if the autarkic policies were carried out considgrthe costs of production. | will

use the measure of the costs of production to edfie goals that I.R.l. and I.N.I.

carried out and, consequently, the type of auttliky pursued.

The third chapter will start presenting the stateyed companies’ history in
Spain. It is important to consider Spain’s pastegignces, and try to understand
why Spain decided to create I.N.Il. instead of rdpoing past experiences, such as
the industrial mobilization that happened duringn&ydVvar 1. Then it will present
the different classifications of the sectors of duction which Suanzes used to
differentiate the sectors of investment when [.M&s created, how it differs from
the classical one, and what is important to undadsthe policies of I.N.l. Then it
will focus on the balance sheet analysis of I.ldrld of the sectors of investments
using the above-mentioned ratios.

The fourth will start presenting the origins of ILRand of public
intervention. | will analyse I.R.l."s balance sheed sector investment using the
ratios.

Finally, in the fifth chapter, the results of th& and 4" chapter will be
compared and their results will be presented.

In the conclusion, | will answer the question | addressing throughout the

thesis, using the results of the comparison.
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Chapter 1

The economies of Spain and Italy in a comparative
per spective (1919-1959)

In this chapter | will give an overview of Spanisimd
Italian economies since the Great Depression W®d9. | will
compare their performance in GdP, GdP per capitgr&e of
Openness and Economy Sectors, and the performértice same
indexes for the Western European economy.

1.1 - Introduction

The economic consequences of the First World Wadyred important
changes in the economies of the European counthasthe effects of the Great
Depression only worsened. The Western Europeantieesimesponded to the new
difficulties using economic policies of differentatares, from the creation or
strengthening of the mixed economies, to the irsreaf Governmental control of
the economies and autarky, especially in the SontBaropean countries, including
Italy and Spain.

In the case of these latter two countries, thetiexjditerature puts forward
the idea that the reason why both countries chmsarntry out autarkic policies was
of an ideological nature. The process of natioadilin and the creation of State-
Owned Companiés constituted the ways through which Spain and Iteched the

% AMATORI, F., (ed.),Reappraising state-owned enterprise: a comparisbthe UK
and Italy, New York, Routledge, 2011, TONINELLI, P.A., (edThe Rise and Fall of the
State-Owned Enterprise in the Western woi@hmbridge, Cambridge Univeristy Press,
2000. See also JAMES, H., TANNER, HEnterprise in the Period of Fascism in Eurgpe
Aldershot, Ahsgate Publishing, 2002
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political goals of their ideology: the control addmination over their Nation and, at
the same, time national independence from theenfta of foreign countries. In this
case, the state-owned companies were identifitheasool to solve the problems
and difficulties originating in previous decades.

For these reasons, to understand the state-owmeplaties’ roles, roots, and
evolution, | have to study them on a broader patsgeof comparison and look, for
a longer period of time, at the economies in whinky played an important role,
and compare them with the experiences and econ@@iformances of other
Western European countries.

In this chapter | present the performances of ttenemies of Italy and
Spain and compare them to the Western Europearengii’ through which I will
determine the national characteristics of both eomas. | will present the evolution
of the economy’s performance in both countries emn@Western Europe, using the
GDP and GDP per capita and some other indexes,asutite Degree of openness of
the economies, for example.

The comparison of the economies is carried out fi@®8 to 1968, which
will help to demonstrate the long-term evolutionttotd economies of both countries
and also to better understand the period of tim&bich my thesis focuses - from
1933 to 1959 - and why these years are so impdidatihe history of both nations.

The long-term is important to show the trend of #wolution of both
countries, especially for performances during tedgas of the First and Second
World Wars. This is an important issue if we coesithat while Italy participated in
both World Wars, Spain kept out of them. The ye#98lis an important date for
Spain because of the Spanish-American War whiclerehted the loss of the

Spanish Colonies: Cuba, the Philippines and PuRito. The impact of this event

10 The European Economies/Nations included in theutaion of the European
economic data that | will use during this chapteralphabetic order, aréustria, Belgium,
Denmark, Finland, France, Germany, Greece, Ireldtady, The Netherlands, Norway,
Portugal, Spain, Sweden, Switzerland, and The dnKéngdom, and their values are
collected from the published works of MADDISON, Alhe world economy in the 20th
century Paris, Development Centre of the Organization Eeonomic Co-operation and
Development, 2003, and CARRERAS, A., TAFUNELL, >Hjstoria econémica de la
Espafia contemporane8arcelona, Editorial Critica, 2003, dependingtioa indexes used,
and in the origins of the data will be indicatedtlie notes of the Figure or Graph. will be
indicated the origins of the data.
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on the economy was important, and signified a kaytpn the trend where Spain
slowed down and suffered a process of negative thrawmpared to the Western
European Countries, which instead developed.

The final year of the long-term comparison is 1®@&8ause, for Spain, the
decade of the 60’s were the first decade of econgians and renovation and the
beginning of an economic boom and a new way ofrargag the economy and the
State. Therefore the decade of the 60’s meant aoriant change for the national
economy and industrial policies.

At the same time, Italy also took advantage ofrapartant change for the
Italian economy, from 1958 until 1963, the periofltbe so called ‘economic
miracle’. Therefore the long period is able to ud# and look at the changes that
both countries faced between the end of the FiftresSixties.

The Decades | am interested in for my researcim fite 30’s to the end of
the 50’s, are included in this long period of timia fact, the time period of my
research is defined by two years which have momdotwith the economic policies
of the State that signified an important changthénational economies, - the years
1933 and 1959.

The year 1933 is important because it is the ye#reocreation of the Italian
state-owned company, th&tituto per la Ricostruzione IndustrialgéR.l.), intended
as a solution to an already existing problematigasion that Italy was facing since
the end of the First World War that generated thkah crises in the industrial and
financial sector, only made worse by the Great Begion.

| chose the 1959 as the final year as it is imporfar Spanish History,
firstly because is when th®lan de Estabilizaciofi* was approved by the
Government which influenced the organization andnemic activities of the

Spanish state-owned company as an externalityedbtbader effect of this plan.

191 ROS HOMBRAVELLA, J.,Politica econémica espafiola, (1959-197Bjgrcelona,
Editorial Blume, 1979, GARCIA DELGADO, J.L., (edBspafia. EconomjaMadrid, Espasa
Calpe, 1990, PRADOS DE LA ESCOSURA, L., ZAMAGNI, \éds., El desarrollo
econdmico en la Europa del Sur: Espafia e Italigperspectiva histdricaMadrid, Alianza,
1992, CARRERAS, A., TAFUNELL, X.Historia econémica de la Espafia contemporanea
Barcelona, Editorial Critica, 2003, PRADOS DE LA &SSURA, L., El progreso
econdémico de Espafia (1850-200@gdrid, Fundacién BBVA, 2003.
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The change was important and absolutely in conwéktthe economic and
industrial policies that the President of timstituto Nacional de Industrigl.N.I.),
Juan Antonio Suanzé® carried out when directing the state-owned company
whose policies were more similar to the ideologyhef autarky’® and state control
over the economy. LN.l. was the way in which heemided to realize the
independence of Spain from imports and externaketsr

During this period important wars took place: TheilGVar in Spain, from
1936 to 1939, in which Italy and Germany were inedl with volunteer militias and
acted as suppliers of armaments to the Francadisis.other event is the Second
World War, where Italy and Germany were directiyadilved, while Spain kept out.

The outcomes of these two wars were the dictafishSpain that lasted
until 1975, and the end of the Fascist regime alylt This different political
situation determined for Italy the opportunity te mcluded among the countries
that received aid from the Marshall pt&f,while Spain benefited from help from
USA only from the beginning of the 58%, which is the decade that is defined by
scholars as one of progressive openness of theoewgoriowards international

markets.

192 He was in the Maritime Force Military as a Mariérangineer, and he was a friend of
General Franco’s brother, Nicola. He had been tlwistér of Industry and Trade for the
First Franco Government during the Spanish Civilr\éad he had been the First President
of LLN.I., from its creation until 1963; from 1946 1951 he was again the Minister of
Industry and Trade for the Franco Government. Migtails about Suanzes’s life can be
found in BALLESTERO, A.Juan Antonio Suanzes 1891-1977. La politica indalstie la
posguerra Leon, LID, 1993 and SAN ROMAN, EEjército e industria: el nacimiento del
INI, Barcelona, Editorial Critica, 1999.

198 5ee Chapter 2 about the autarkic choice and acijpokcies.

104 See DONOVAN, R.The second victory: Marshall Plan and the postwevival of
Europe, New York, Madison Books, 1987, AAVVThe Marshall plan: fifty years after
New York, Palgrave, 2001, MILLS, NWinning the peace: the Marshall Plan and Americas
coming of age as a superpoweHoboken, Wiley-Blackwell, 2008, CAMPUS, M.}ltalia,
gli Stati Uniti e il piano Marshall: 1947-1951Roma, Laterza, 2008, RAFTOPOULOS, R.,
Italian economic reconstruction and the Marshalbpl a reassessmenGiessen, Justus
Liebig Universitat, 2009

1% The change in the situation was determined byltamges in World politics including
the USA'’s opposition to the Soviet Union. The figftits wars against communist influence
found in Spain an anti-communist ally and accepaofcmilitary installations in its territory
in exchange for financial help. Since then the EcaRegime started to have their own
Marshall plan.
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1.2 - The Turmoil of the 20th Century and Westeundpe

The First decade of the 20th Century had beeniagef order for political
and economic aspects, and the economic trend ofeiieBurope had been steadily
increasing since the end of the 19th Century windant a substantial economic
development. Although the economic developmentgs®enay be seen as a general
phenomenon for all of Western Europe, transcendatgpnal frontiers, it is also true
that inside Western Europe the difference in dgualent between countries may be
of importance if we compare Greece, Bulgaria, Spaith other countries, to Britain,
France, Austria and, in certain cases, Italy, whildveloped more during the
beginning of the 20th Century than in previous des&™

The First World War represented the breaking pointhis situation and
determined a change in the equilibrium of the pewer Western Europe. The
economic consequences were very important, not ahlg to the physical
destruction that accompanied the end of the warshe financial disorganization
and contraction in output, price inflation and ety depreciation but, in the case
of the First World War they were worsened becausine economic policies that
were adopted in the post war period. Most of theots were suffered by the
countries involved directly in the conflict such @ermany, Austria and Hungary,
who suffered the highest level of depreciation anfldtion, while Spain, like other
neutral countries, managed to control currency l¢evweven in the presence of

degrees of inflatioh’’

1% See ALDCROFT, D. H.Studies in the Interwar European Econgniylodern
Economic and Social History Series, Aldershot, Bfmdd, 1997, ALDCROFT, D. H.The
European economy 1914-2Q0Dondon- New York, Routledge, 2001, MADDISON, A.,
L'economia mondiale: una prospettiva millenaridilano, Giuffreé, 2005, KITCHEN, M.,
Europe between the watdarlow, Pearson Longman, 2006, FEINSTEIN, C., HEMIN, P.,
TONIOLO, G.,The World Economy between the World Walsw York, Oxford University
Press, 2008

197 See ALDCROFT, D. H.Studies in the Interwar European Econgniylodern
Economic and Social History Series, Aldershot, Bfadd, 1997, ALDCROFT, D. H.The
European economy 1914-2Q0Qondon- New York, Routledge, 2001, SUDRIA, C.,
TIRADO., D., Peseta y Proteccidn: Comercio Exterior, Moned@ngcimiento Econdmico
en la Espafia de la RestauraciéBarcelona, Ediciones Universidad de Barcelona, 1200
MADDISON, A., L'economia mondiale: una prospettiva millenarMilano, Giuffré, 2005,
KITCHEN, M., Europe between the warklarlow, Pearson Longman, 2006, FEINSTEIN,
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On the other hand, during the First World War, leetral position of Spain
allowed the nation to take advantage of the ineréasthe demand for goods on
international markets, because of the shortagemwfesgoods, due to the focus on
war production for the nations directly involvedtire war for which the necessity of
outputs forced to manufacture them, even if theé obgroduction increased out of
any economic rationality. For this reason, the ougmst for productions created, or
promoted, for war purposes are not a key poinitfoeconomic importance.

In addition, the effects of rising internationalgas created the opportunity
to increase output even when it meant higher costsroduction. This situation
opened up the market to a lot of companies whittpeace time, were inefficient
and out of the market, often due to their backweasgnn technology, for example,
or simply because they produced goods not demadnyldte market.

In this context, Spain could increase their suppfy products in the
international market® as the other neutral countries did, but they dienebetter
than other countries because of their geograplsdipn, near the war grounds and
nations involved in the war. This geographical asgead an effect on exports
towards the nations directly involved in the wad @m the competitiveness of Spain
in the international market, due to the reducedscoktransport with respect to the
countries that had to use maritime transport, wkidffiered an exceptional increase
in the costs of the freighfS. On the other hand, the different sectors of than®h
economy were not equally favoured, especially thesahat depended on the import
of raw material, while the cotton, wool, shoes,nirand steel industries and
mechanical production faced a boom in their sates@oduced at the top of their
ability.

Also, the U.S.A. and Japan, neutral countries, ¢cdake advantage of the

shortages and suspension of competition, and explatietir industrial sectors and

C., H., TEMIN, P., TONIOLO, G.The World Economy between the World Whiesw York,
Oxford University Press, 2008

1% 5ee NADAL J., CARRERAS, A., SUDRIA’ CLa economia espafiola en el siglo XX.
Una perspectiva historicaMadrid, Ariel Editorial, 1987, NADAL, J., CATALANJ., eds.,
La cara oculta de la industrializacién espafiola. in@dernizacion de los sectores no lideres
(siglos XIX y XX),Madrid, Alianza Editorial, 1994, CARRERAS, A., TANELL, X.,
Historia econdmica de la Espafia contemporgrigarcelona, Editorial Critica, 2003

19 See CARRERAS, A., TAFUNELL, X.Historia econémica de la Espafia
contemporaneaBarcelona, Editorial Critica, 2003
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their power, pushing developments in technologyob@ng more self-sufficient
and less dependent on Western European countriedugtion. At the end of the
First World War this independence created diffieslt for Western European
countries who wanted to export their productiorinese countries, as it was in the
pre-war time-*° From the point of view of the Western Europeamecay, the First
World War meant a shock in the growth during thestFiWorld War and worsened
the economic position of Western Europe in resfiettte rest of the world.

In order to better understand the evolution of ¢hBgures, it is useful to
compare the trend of some indexes for Italy, SpashWestern Europe.

1.2.1 — The GDP and GDP per capita

Graph 1 shows the evolution of the GDP values oftata Europé™ Italy
and Spain, which helps to demonstrate how the Wiatld War and then the post-
war period influenced the development of these t@s1 The comparison of the
trend of the GDP’s evolution for Italy and Spairtte trend in Western European is
interesting considering that they had two differéetelopments since the end of the
19th Century.

The evolution of the Western European GDP is inddaby the
discontinuous line and its values of referenceardhe Second Axis of Graph 1.
We can observe how the trend of Western Europey ft813 to 1923, suffered a
break in the developing tendency, but saw an iseréa performance after the war
until the Great Depression broke into Western Eeyepound 1931, but then again

119 5ee ALDCROFT, D. HEurope's third world: the European periphery in iheerwar
years,Burlington, Ashgate, 2006

"1 The European Economies/Nations included in theutaion of the European
economic data that | will use during this chapteralphabetic order, aréustria, Belgium,
Denmark, Finland, France, Germany, Greece, Ireldtady, The Netherlands, Norway,
Portugal, Spain, Sweden, Switzerland, and The drifimgdom. Their values are collected
from the published works of MADDISON, AThe world economy in the 20th centuParis,
Development Centre of the Organization for Econof@iz-operation and Development,
2003, or CARRERAS, A., TAFUNELL, X., Historia econémica de la Espafa
contemporaneaBarcelona, Editorial Critica, 2003, dependingtio@ indexes used, and the
origins of the data will be indicated in the notéshe Figure or Graph. .
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the GDP increasamtil the shock determined by the end of the Sedtiodd Wal,

when it seems to restart an important trend of ldgveent

Graph 1 —The GDP of Italy, Spain (left axis) and Western dagan Countries (rigt
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axis)
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Source: Selklaboratiol from MADDISON, A., The world economy in the 2C
century Paris, Development Centre of tOrganizationfor Economic C-
operation and Development, 2(

Italy presents a similar growth in GLto Western Europ although in som
short periods, suchs from 1898 to 19, Italy increasedts GDP and develed

more thanWestern Eurce!*? In fact, in the Italian cas@éé GDP incread when the

12 The European Economies Nations included in theutation of the Europea
economic data that | will use during this chapteralphabetic order, a: Austria, Belgium,
Denmark, Finland, France, Germany, Greece, Ireldtady, The Netherlands, Norwa
Portugal, Spain, Sweden, Switzerland, and The dridiegdon

3'See CASTRONOVO, V., La storia economiin Storia d'ltalia vol. IV, Laterza.
Bari, 1984,ZAMAGNI, V., Dalla periferia al centro. La seconda rinascita @cmica
dell'ltalia 186141981, Bologna, Il Mulino, 1990, PETRI, RS$toria economica d’ltalia
Bologna, Il Mulino, 200
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country wasinvolved in the First World War, and then has aalive peak at the
end of the Second World W

Graph 2 -GDP Growth Index for Italy Spain arWestern EuropeMoving Average of 5
yeary

Source: Seltlaboration fromMADDISON, A., The world economy in the 2C
century Paris, Development Centre of tlOrganizationfor Economic C-
operation and Development, 2(

On the contrary, Spain’s economy sufferedlosing the colonies, the i of
which were lost inl89¢, as said before, arttlis situation negativelinfluenced the

trend. In fact, schola** explain that after 1898 and until the First Worldal,

114 SeeNADAL J., CARRERAS, A., SUDRIA' C.La economia espafiola en el siglo ;
Una perspectiva histériceMadrid, Ariel Editorial, 1987CARRERAS, A.,Industrializacion
espafiola: estudios de historia cuantita, Madrid, Espasa Calpe, 199(GARCIA
DELGADO, J.L., ed.Espafia. EconomjaMadrid, Espasa Calpe, 19900MIN COMIN, F.,
HERNANDEZ, M., LLOPIS, E. Historia econémica de Espafia, Siglo:XX, Barcelona,
Critica, 2002, CARRERAS, A., TAFUNELL, X.Historia economica de la Espal
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Spain diverged from Western Europe, and while Igadg Western Europe increased
their GDP, Spain did not.

As we can observe, the GDP of Western Europe whageited by the First
World war, and it was only around 1925 that theyldaecover the pre-war values,
then it presents a growth, although it sufferedithpact of the Great Depression,
and from 1930 to 1933 it decreased again and didecover until 1943. The end of
the Second World War signified a negative and saddduction, which was more
accentuated for Italy, but since 1945 the GDP gnawiWestern Europe as in Italy.

Spain, on the other hand, presents GDP valuesirthegdase slightly each
year until the impact of the Spanish Civil War i8386. It seems that not even the
Great Depression had an important impact on thaiSipeeconomy as it had with
other countries and Western Europe, and it recovire level of 1931 in 1938°

Graph2 shows how Spanish growth had been effectively slad/ presented
a negative trend until 1905, and then increaseitheatsame rate as the EU, while
Italy presents an increase of around 5% in the saraes.

During the First World War the growth of Westernrgpe was negative
while Italy increased and Spain also presentedatfrirend at the beginning of the
conflict. Starting from 1924 the three present éyadues of negative trend until
1934-1935, when Spain started on a different patgrowth due to the Spanish
Civil War and the First Francoist period that isasly marked by the sub-period
until 19491 and then the beginning of the opening of the egpnthat created the
opportunity for growth, although not as it will bearting from 1959, end of the First

Francoist period.

contemporaneaBarcelona, Editorial Critica, 2003, PRADOS DE ESCOSURA, L..El
progreso econémico de Espafia (1850-2080drid, Fundacién BBVA, 2003,

115 See NADAL J., CARRERAS, A., SUDRIA' OLa economia espafiola en el siglo XX.
Una perspectiva historicavladrid, Ariel Editorial, 1987, CARRERAS, Alndustrializacion
espafiola: estudios de historia cuantitativéladrid, Espasa Calpe, 1990, GARCIA
DELGADO, J.L., ed.Espafia. EconomjaMadrid, Espasa Calpe, 1990, COMIN COMIN, F.,
HERNANDEZ, M., LLOPIS, E. Historia econémica de Espafia, Siglos X-¥&rcelona,
Critica, 2002, CARRERAS, A., TAFUNELL, X.Historia econémica de la Espafa
contemporaneaBarcelona, Editorial Critica, 2003, PRADOS DE ESCOSURA, L..El
progreso econdmico de Espafia (1850-2080drid, Fundacion BBVA, 2003

1% The First Francoist period and its sub-period$ bél analyzed in more depth in the
next chapter.
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Graph3 expresses the evolution of GDP and it is elabdrageconsider, for
every series, the values of the year 1936 equaD@and the values of the other

years are expressed in relation to it.

Graph 3 — GDP of Italy, Spain and Western Euro@861= 100)

800
%

700 /

600 /
500 /
400 /

300 / /
200 //

100

0\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\

1898 1903 1908 1913 1918 1923 1928 1933 1938 1943 1948 1958 19%H3 1968

Years ‘ Spain

Italy ——EU

Source: Self-elaboration from MADDISON, AThe world economy in the 20th
century Paris, Development Centre of the Organization Eobnomic Co-
operation and Development, 2003

The values of Spain show that recovery to the l®fel933, the highest
value obtained by Spain before the Civil War an& Becond World War, were at
the beginning of 1951, needing a longer period thastern Europe and Italy to go
back the best performance of the pre-war period.

Italy increased its GDP slightly each year unt# #nd of the First World
War and then decreased and did not recover toame devel if not around 1929.
But if it is compared to the performance of WestEumope, it seems that the trend
of Italy’s growth had not been at its best, ana@ &pain seems to do it better. If we
look at Graph 2, we can see that during the pdrmd 1918 to 1931 the percentage

of growth has been lower compared to the Westerogean and Spanish one.
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Graph 4 — GDP per capita Italy, Spain and Westemoe (weighted average)
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operation and Development, 2003

This confirms the opinions of some scholdfghat the Fascist period seems
to be the one in which Italy gained backwardnegh vaspect to the other countries,

as Spain did at the beginning of the Century.

17 See TONIOLO, G., CIOCCA, P.L.’economia italiana nel periodo fascista
Bologna, Il Mulino, 1976, TONIOLO, G.l.'economia dell'ltalia fascistaBari, Laterza,
1980, ZAMAGNI, V., Lo Stato italiano e l'economia Storia dell'intert@npubblico
dall'unificazione ai giorni nostriFirenze, Le Monnier, 1981, ZAMAGNI, VDalla periferia
al centro. La seconda rinascita economica dellitial861-1981Bologna, II Mulino, 1990,
FEINSTEIN, C.H., TEMIN, P., TONIOLO, G.L'economia europea tra le due guerre
Roma, Laterza, 1998
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Graph 5 -GDP per capita Growtlindex for Italy, Spain and Western Europe (Mov
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The values of the GDP per capita presenteGraphs demonstratthat Italy,
during the First World Wi, presented values that are highlean the weghted
average ofWestern Eurce, while Spain is always below th&estern Eurcean
average.

The GDP per capita growth index presenteGraph 5shows again that tt
Spanish index is lower than the GDP index, whike ¢ther 2 values are about -
same between GDP per capita and GDP. FoWestern Eurcean index for the
year 1913 the GDP per capita is higher tthe GDP, while during the First 'orld
War the GDP per capita press a negative pickhat the GDP does not.om 1948
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the percentages of thndexes are about the same, although the Spanishave
below 5% while the GDP is more tt 5%.

Graph 6 Convergenc Index of GDP for Italy and Spain (respecit@stern Euroe)'*?
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The convergence of Italy and Spain tow Western Eurog is presented in
the next two graph$&;DP Convergence Index Graph 6 andhe GDP per capita
Graph 7.

18 percentage of GDP of ltaly, or Spain, divided bg BDP of Western Europe.
Countries
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Graph 7 —Convergence Index of GDP per capita for Italy anmhi® (with respect to
Western Euroe**
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Until 1901 Spain equled Italy in both the Convergence inces, but then
until 1916 dd not sufferimportant variation, neithgrositive nor negative. The fir
important change in convergence growth happenethgluhe First World We
in1921, when it was €9% - the highest rate ever reached during the pe
considered.

After this it reduced a bit and stabilizeat slightly over 60%, until 19¢,
when the Civil War started, and the rate droppe@%. The immediatpost-war
period from 1939 to 1945 seemed to start a recopgess that did not last and -
rate stabilized betwe 39% and 42% the same values as of the Civil War peri

19 percentage of GDP per capita of Italy and Spaivided by the GDP per capita
Western European Countr
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The big change in the rate of convergence happend®59, the year after the
Government approved ttidan de Estabilizacion’

What we can observe from all the data presentedleal®othat the Spanish
economy did not converge toward the Western Europe®, and Carrerds even
suggests that Spain diverges since the XIXth Cgnkor Carreras the macro period
during which Spain lost the convergence is fromQL8D1959, although during the
period of 1913-1936, Spain presented a tendencgriwerge with Western Europe
and, from 1960, Spain started a period of convargémat finished around 1975.

The sub-periods of the macro period in which Spdiverged from the
Western European trend were from 1898 to 1913 eord 1936 until 1959, when
the GDP and GDP per capita seem to change thid &ed increase the divergence
with Western Europe. The second period is importetause it concentrates the
most important events for Spain and Western Eursye) as, for Spain, the Spanish
Civil War, 1936-1939, then the post-Civil War peticcalled the First Francoist

period}*

and on the other side, from 1939 and 1945, Wedfenopean countries
were involved in the Second World War, includinglytand excluding Spain, who
kept a neutral position in the conflict.

Starting from 1959, Spanish economic performance pasitive and created
an acceleration in the Convergence rate of GDPcppita, so that it went from
being 42% of the Western European &ffefo 56% at the end of 1968 improving its
economic performance and performing a convergemoeeps, as shown in the
graphs above, although the process did not pehmitrécovery of percentage of

1934, when it was 61%, or of 1898, which was 58%.

120 ROS HOMBRAVELLA, J.,Politica econémica espafiola, (1959-197Bprcelona,
Editorial Blume, 1979, GARCIA DELGADO, J.L., (edBspafia. EconomjaMadrid, Espasa
Calpe, 1990, PRADOS DE LA ESCOSURA, L., ZAMAGNI, \&ds., El desarrollo
econdmico en la Europa del Sur: Espafia e ltaligperspectiva histéricaMadrid, Alianza,
1992, CARRERAS, A., TAFUNELL, X.Historia econémica de la Espafia contemporanea
Barcelona, Editorial Critica, 2003, PRADOS DE LA &SSURA, L., El progreso
econdmico de Espafia (1850-200@adrid, Fundacién BBVA, 2003.

12 CARRERAS, A., TAFUNELL, X. Historia econémica de la Espafia contemporgnea
Barcelona, Editorial Critica, 2003

122 For a more detailed analysis, see IntroductionGinapter 2.

123 Calculated using the Weighted Average of the GBP gapita, my own elaboration
from MADDISON, A., 2003
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On the other hand, the Italian performance in GD& @DP per capita, as
seen in the graphs above, may be distinguishedsubderiods: the first, until 1913,
when growth was close to the Western European geerehile from 1913 to 1920
we see exceptional growth due to the increaseadyation for the First World Warr,
then until 1936 it does not present any speciahgbaThe convergence index shows
that ltaly lost convergence, even if the rate wighdr until 1930 and then stable
until the Second World War, confirming the ideatttiee Fascist Regime had been
reducing the opportunity of development for Italydaworsening the performance
and reducing the growth of Italy with respect te tther countries.

The reasons for this situation are generally cared to be the policies
applied by the Fascist regime, such as the ‘Whextleb combined to the
introduction of the duty on the corn during 1925 @he ‘Lira battle’ of 1926 whose
goal was to return to the exchange rate of 90 hetveen the Lira to the Pound.
Later on, when the goal was met, it was caQemta 90*%*

This exchange rate was hyper evaluating the Lichaeating difficulties for
the exports and distortion in the national markdtsirthermore, the Fascist
Government during the 20s promoted some economs@utons, such as the ones
cited above, which negatively affected the perfaroeaof the Italian economy and
slowed the process of recovery from the First Wokdr. And this is exactly the
reason why at the beginning of 1930, when the meatgonal crisis touched the
ltalian economy, it was with the same harshnessvaas for the others countriés,
but it was worsened by the difficulties of liquidiin which companies and banks
found themselves as the result of the non solvetllpms that the First World War

and the reconversion carried on.

124 See FALCHERO, A.M., “Crisi del ‘grande capitale’cssi del’economia italiana da
‘quota ‘90’ ai primi anni Trenta”, in CASTRONOVO, .VStoria dell'lRI. Dalle origini al
dopoguerra 1933-1948/ol. 1, Bari, Laterza, 2012, CASTRONOVO, \&toria dell'ltalia:
dall’'800 ai giorni nostri, Torino, Einaudi, 2013, FELICE, EAscesa e declino: storia
economica d'ltalia Bologna, Il Mulino, 2015, VECCHI, G In ricchezza e in poverta: il
benessere degli italiani dall'unita a oggBologna, II mulino, 2011, CIOCCA, P.L.,
TONIOLO, G., Storia economica d’ltalia,Milano, Laterza, 2004, MIGONE, G.G,
banchieri americani e Mussolini; aspetti internazadi della Quota novanta Torino,
Rosenber & Sellier, 1979

125 TONIOLO, G., CIOCCA, P.L.|’'economia italiana nel periodo fascistBologna, Il
Mulino, 1976
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During this same period, and as a consequencealidntlegislation, there
was an increase of the Oligopolistic forms and arekse in the number of
companies in the mark& In fact, the number of small Companies mergechén t
biggest one increased during the 30's, as Profumigterlines-’ In fact, during the
period from 1927 to 1940 the ltalian state promdtezl financial concentration of
the companies, including the sectors in which tbeacentration did not get a
complete technical advantage in the production @gpdor the big dimension
because of a low demand for it. This situation te@ahe condition for a rent
position that did not favor an increase in produttj as happened in other
countries, or an increase in efficiency and contipetiess.

It is in the process of recovering from effectstloé Great Depression that
Italy differed with respect to the other countrids.fact, the internal economic
policies and the process of substitution of the arhpstarted from 1934, and
reinforced from 1936 with the autarkic policies, dsclared by Mussolif?®
produced disequilibrium in the balance of paymemtd a slow recovery from the
Great Depression that lasted longer and generatedhefficient allocation of

resources?®

126 See PROFUMIERI, P.L., Capital and Labour in Ital}929-1940: An economic
interpretation, inThe Journal of European Economic Histot972, p. 684, MORI, GlJ
capitalismo industriale in Italia. Processo d'indrializzazione e storia d'ltaliaRoma,
Editori riuniti, 1977, MORI, G., Edl 'industrializzazione in Italia (1861-1900Bologna, I
Mulino, 1981

127 PROFUMIERI, P.L., “Capital and Labour in ltaly, 2®1940: An economic
interpretation”, inThe Journal of European Economic Histo®®72. This analysis will be
again considered when in the future chapters oftlilesis will be carried on a complete
analysis of I.R.l. shares, companies sold and bioingbhapters 4.

128 SeeDichiarazione alle Corporazion3rd of march of 1936

129 On the other hand, the investment and productieated by the invasion of Ethiopia
by Italy was stimulated although this was not tinst fgoal of the armament policy. In fact,
Renzo DE FELICE demonstrates that the real reaordussolini to conquer Ethiopia had
the character of international politics and notinal economy. But, if on one side the
opposition to the intervention in Ethiopia recallib@ costs that this campaign implies, the
industrial sector, the one that took advantagehefautarkic war system, was of a different
idea. DE FELICE, R.Mussolini, il Duce Lo Stato Totalitario, (1936-1940J,0rino, Einaudi,
1996, Vol. 2, DE FELICE, R Storia dell'ltalia contemporaneaNapoli, Edizioni
Scientifiche Italiane, 1984.
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1.2.2 - Degree of Openness of Western Europe, #aty
Spain

The consequences of the wars and the Great Depmessithe international
trade market were the restriction of the nationarkat on imported goods. The
period in which this restriction was especially it the interwar periotf° as
shown in Graph 8.

In fact, the degree of openness of Western Edfbpeesents an important
trend to the reduction starting in 1929 and reaghine negative pick in 1942 with a
percentage of 15,62 %. Since 1942 the trend stawtbd positive until 1968. In fact,
if we look at the long-term evolution of the degdepenness, 1942 is the negative
year throughout this long period that started i®8L&t 35% and a positive trend
until 1912 when it was 43%. During the First Wovithr the percentage reduced to
about 33%.

From 1918 to 1924 the percentages varied from 3% - the latter being
the top percentage ever reached by Western Eutbpeesult of the end of the war
and the recovery of international trade. From 198#8il 1929 the openness
decreased slightly to 36%, and from then the Gi2epression increased the
rapidness of reduction, as | mentioned earlier.

Italy resembles the evolution of the Western Euaoptrend, although the

percentages of Italy had always been lower thamtbstern European ones.

1% See ALDCROFT, D. H.Studies in the Interwar European Econgnijodern
Economic and Social History Series, Aldershot, Bfmdd, 1997, TONIOLO, G., CIOCCA,
P.L., L’economia italiana nel periodo fascist®8ologna, Il Mulino, 1976, TONIOLO, G.,
Industria e banca nella grande crisi, 1929-1984ilano, ETAS Libri, 1978, ZAMAGNI, V.,
ed.,Come perdere la guerra e vincere la pace |'econaitaizana tra guerra e dopoguerra
1938-1947 Bologna, Il Mulino, 1997, FUA, G.l.o sviluppo economico d’ltaljiavol.lll,
Milano, Franco Angeli, 1974.

131 This includes the same countries as for all themstindexes.
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Graph 8 — Degree of Openness of Italy, Spain ansit&te Europje32

50

45

Jd s
35 “ 7“93% A i
- X VA
i f A A

. s WY j

ir-———-----"-"--———"""
1898 1903 1908 1913 1918 1923 1928 1933 1938 1943 1948 1953 1958 1963 1968

Years —#— Spain —¢—EU ==t==|taly

Source: Self-elaboration from CARRERAS, A., TAFUNELX., Historia econdémica
de la Espafia contemporanegarcelona, Editorial Critica, 2003, Apéndice, and
for Italy FEDERICO, G., WOLF, N., “Comparative adhwages in Italy: a Long-

132 |n this graph | used the data proceeding by falyJtFEDERICO, G., WOLF, N.,
“Comparative advantages in Italy: a Long-run Pecpe”, Quaderni di Storia Economica
n.9, Roma, Banca d'ltalia, 2011, 1861-1965, integgtdor the years from 1939 until 1949 by
the data from ERCOLANI, P., “Documentazione statésti base”, in FUA, Gl.o sviluppo
economico d’ltalia Vol.lll, Milano, Franco Angeli, 1974, for Spainn@ Europe
CARRERAS, A., TAFUNELL, X., Historia econdmica de la Espafia contemporanea
Barcelona, Editorial Critica, 2003 as he uses tita df PRADOS DE LA ESCOSURA, L.,
El progreso econémico de Espafia (1850-2000adrid, Fundacion BBVA, 2003 for the
GDP and GDP per capita, while the data on the itmgod export is taken by TENA, A.,
New series of the Spanish Foreign Sector, 1850-200@versidad Carlos Il de Madrid,
Working Papers in Economic History, 14, 2007. lided to use the data from CARRERAS
because of the reduced number of Nations includedhé work of PRADOS DE LA
ESCOSURA to calculate the EU data: Germany, Italg &rance while CARRERAS and
TAFUNELL include 12 Nations in its calculationsclading Spain and Italy, which | think
produces a more useful set of data to be usedssplecific analysis of comparison. The data
is calculated by the formula (X+M)/GDP. CARRERAS,, AAFUNELL, X., Historia
econbémica de la Espafia contemporgnBarcelona, Editorial Critica, 2003, page 127 and
293. See also CARRERAS, A., TAFUNELL, Xestadisticas histéricas de Espafa: siglos
XIX-XX, Bilbao, BBVA, 2005, CARRERAS, A., “La producciondastrial espafiola, 1842-
1981: construccion de un indice anual’Ravista de historia econémica. 1, afio Il, 1984,
CARRERAS, A., Industrializaciéon espafiola: estudios de historiaastitativa, Madrid,
Espasa Calpe, 1990
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run Perspective”Quaderni di Storia Economi¢an.9, Roma, Banca d'ltalia,
2011, 1861-1965, integrated for the years from 1938 1949 by the data from
ERCOLANI, P., “Documentazione statistica di bada”FUA, G.,Lo sviluppo
economico d’ltalia Vol.lll, Milano, Franco Angeli, 1974

Italy also presented a positive trend until 1970t 24% to 35%, but it
started to increase to reach 35% in 1920. Thairppped to 20% in about 2 years,
and a part of the years from 1924 to 1926, théahabpenness never recovered the
percentages of the pre-war period until 1968.

The year 1925 was a turning point for Italy, as thas the point at which the
percentage of openness decreased without intesruptntii 1944 when it was
6.05%, the lowest percentage of the entire theogerian impressive negative trend
across 19 years. Since then, the trend has bedtivppslthough with some
fluctuations that never escaped the range of 5%differences among the
percentages of each years.

It is useful to remember that it was along thesgd&rs of negative trend of
the Italian degree of openness that |.R.l. staatetideveloped its business activities
and three different roles in the Italian economy.

On the other hand, Spain differed from the WestEumopean context,
including Italy. The Spanish trend had been maiie@ reduction of the openness
degree index during this time, excluding some speriods in which, thanks to the
conjuncture of the economy, or due to special magonal situations, such as the
First World War when the percentage increased 6@ in 1915 to 24% in 1919.
On the eve of the Spanish Civil War in 1935, theceetage in 1923 was 10%,
around which values settled all the percentagéiseoprevious years, from 1898.

The different trend in the degree of openness efSpanish economy with
respect to the general one had been the causeeqgbridblems of the industrial
sector’s inability to expand in the internationahnket. In fact, Spain did not even
take advantage of the key periods in which the rotNlestern European countries
increased their openness, and the Spanish industctor was separated from the

international ong®3

133 FRAILE BALBIN, P., Industrializacién y grupos de presién. La econopiitica de
la proteccion en Espafia, 1900-19%0adrid, Alianza Editorial, 1994.
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The worst performance for Spain started in 1938, iagot worse in the first
3 years of post-war period, until 1941. These y®ae considered the worst and
most difficult period for Spain’s economy, even w®tthan the war yeat¥' from
4.7% to 3%. After this, it stabilized around 4.8%tib 1948, and from 1950
presented a trend and an increase that reachedat@, which was the pre-war
percentage of 1936 — not a great value compar#tetiVestern European (37.32%)
and ltalian percentages (26%), but all the sams@itified the beginning of a good
period for Spain, that during the 50’s changededsnomic policies and opened up
the economy. In fact, for Spain the sub-period frt®0 until 1968 shows a slow
but steady increase in the degree of opennessigtake same path as Western
Europe and ltaly, although with half the percentafjihe others.

So, the sub-period from 1939 to 1948 is importaatanse it shows a
closeness trend of the Spanish economy that not #necountries involved in the
Second World War were suffering, and in this restaty is an example.

For this reason, this period is important for tmelerstanding of economic
policies and also for this thesis, because it auished in the First Francoist period,
and it presents a special mark of developmentdifigrs from the period of 1950 to
1959.

1.3 - Economic sectors of Italy and Spain

The evolution of the weight of the economic sectarstaly and Spain will

help demonstrate how the Italian and Spanish ec@soavolved.

134 See NADAL J., CARRERAS, A., SUDRIA' OLa economia espafiola en el siglo XX.
Una perspectiva historicavladrid, Ariel Editorial, 1987, CARRERAS, Alndustrializacion
espafiola: estudios de historia cuantitativdladrid, Espasa Calpe, 1990, GARCIA
DELGADO, J.L., ed.Espafia. EconomjaMadrid, Espasa Calpe, 1990, CATALAN, la
economia espafiola y la segunda guerra mundatcelona, Ariel, 1995, COMIN COMIN,
F., HERNANDEZ, M., LLOPIS, E.Historia econdmica de Espafia, Siglos X-B4rcelona,
Critica, 2002, CARRERAS, A., TAFUNELL, X.Historia econémica de la Espafa
contemporaneaBarcelona, Editorial Critica, 2003, PRADOS DE ESCOSURA, L.El
progreso econémico de Espafia (1850-2083drid, Fundacion BBVA, 2003
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Graph 9 shows the evolution of the percentage efetonomic sectors in
Italy. We can see how, since 1898, the negativie plathe agriculture sector and the
positive one of the industrial sector was leadim@n inversion of their importance

for the Italian economy.

Graph 9 — Economic sectors of Italy
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Papers, Banca d'ltalia”, n. 182011

These steady paths were interrupted by the twogerf the World Wars
that are, each one in a different way, two brealpomts in these trends. While
World War | had little influence on the evolutiohtbe trend of the industrial sector,
that from 25% in 1914, decreased to 21.9% in 192d fmom 1940 to 1945,
importance gained by the agricultural sector, Woff@r 1l signified 5 years of

inverted evolution. The agricultural sector incexhgis importance at the expense of
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the industrial sector and the third sector, and/ drdm 1944 did it start again to
decrease, a negative path that never stopped.

As part of the evolution of the weight of the intiied and agricultural sector,
it is interesting to look at their values in 1980was in this year that the agricultural
sector inverted for the first time, its importaregh respect to the industrial sector,
and this trend lasted until 1940, when again dukvigrid War Il the two sectors

inverted their importance.

Graph 10 — Economic sectors of Spain
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Again in 1948, for the second time, the two sectoverted their importance
for the Italian economy and this time the trend setsled and the agricultural sector
decreased steadily, while the industrial one irswdaand kept its percentages

consistently above the agricultural sector withauerruption. This process of
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overtaking determined the definitive change inghenomic structure, passing from
an agriculture economy to an industrial drfe.

On the other hand, the agricultural and industsettors were running
around the values of 30% or 20%, alternatively. freads show a decrease for the
period from 1923, the Primo de Rivera dictatorshiptil the end of the Spanish
Civil war, when the agricultural sector tended twrease its values and the
industrial sector decreased to its lowest leve¥2@fom 1938 to the beginning of
1950. Since then the trend in the industrial seicitneased its values.

The trend of the industrial sector presents a aeasion in sub-periods: the
first between the year 1938 to 1949, when only948Lit recovered the percentage
of 25% as it was in the year 1935, recovering #regntage of the last year of peace
before the beginning of the Spanish Civil War. Beeond is from 1949 when the
trend presents the uninterrupted tendency to iseress we can appreciate better in
Graph 11.

135 FUA, G., Lo sviluppo economico d'ltaljaVol.lll, Milano, Franco Angeli, 1974,
MORI, G., Ed., L'industrializzazione in Italia (1861-1900Bologna, Il Mulino, 1981,
CASTRONOVO, V., La storia economicia Storia d'ltalig vol. IV, Laterza, Bari, 1984,
ZAMAGNI, V., Dalla periferia al centro. La seconda rinascita @omnica dell'ltalia 1861-
1981, Bologna, Il Mulino, 1990, PETRI, RStoria economica d’ltaliaBologna, Il Mulino,
2002, CIOCCA, P.L., TONIOLO, GsStoria economica d’ltaliaMilano, Laterza, 2004
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Graph 11 - Agricultural and Industrial Sector @flytand Spain

55

%
50 —

45

40

35

30 —— = A " , :<.=.=.¢l:.
25 I ,/.\‘/0—0/ \/‘:X:{’ BN A
20 m {!\_.4

2

15

10 T T T T T T T T T T ; ; T T ; ; T T ; ; T ; ; T
1933 1935 1937 1939 1941 1943 1945 1947 1949 1951 1953 1955 1957

Years —— Agriculture Spain  —#— Industry Spain Agriculture Italy Industry Italy ‘

Source: BAFFIGI, A., “Italian National Accounts™Economic History Working
Papers, Banca d’ltalia”, n. 182011, PRADOS DE LA ESCOSURA, LEI
progreso econémico de Espafia (1850-2080drid, Fundacién BBVA

In 1954 the value of 30% were the same as the arked during the year
1928. It is in 1952 that the industrial sector bmaes definitively more important
than the agricultural one and continues to incréasealues throughout the Fifties.
Since then it presents an increase in the industgator and a decrease in the
agricultural one.

The compared evolution of the sectors of industrgl agriculture between
Italy and Spain are shown in Graph 12 and GraphAlldile Italian agriculture has
always presented a higher percentage with respettiet Spanish one, after 1950
Spanish sector increased its percentage and whileeasame time the Italian one
decreased. These two different trends inverteghexdsely, the importance of the
sector and made Spanish agriculture more impoftarthe economy than it was for

the same sector in Italy.
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Graph 12 — Agriculture sector Italy and Spain
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For the industrial sector, in Graph 13, we can ples¢hat the Spanish one
had been equal to or even more important for thenSh economy than it was for
the Italian one until 1928, when the Spanish trededreased to its lowest level,
between 1936 to 1950. From then it started a pesitend, with a key turning point
in 1950, although in 1958 it was still lower th&e titalian one.
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Graph 13 — Industrial Sector Italy and Spain
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This clear division of the trends before and aft®@50 shows the existence of
two different trends during the First Francoistipér that the authors had been

analyzing**®

136 See Chapter 2
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Chapter 2

Autarky: Francoism and Fascist autarkic policies

2.1 - Autarky and Isolation: the Spanish economynfrl939 to 1959 — 2.2 —
Autarkic policies and First Francoism: the distiaotof the sub-periods —
2.3 - The Autarkic choice: the realization of aidesr an obliged decision?
— 2.4 - The degree of achievement of the autarkgeasure and definition —
2.5 - Autarkic policies of the First Francoist mefiand their origins of
I.N.I., 1941-1959

In this chapter | will consider the Francoist Pe$icof the
First Francoist period as well as the debate attmit importance
in the creation of I.N.I.

2.1 - Autarky and Isolation: the Spanish econonmynfrl939 to
1959

In the history of the influence of the politicah@s of the economic policy of
the Franco regime there exist two clearly diststages: a first one in which politics
played an important role, and a second in whichwhs not the casd’

The year 1959 marks the turning point in econonailicg, especially in its
subsidiary respect to political goals, thanks te &pproval of thé’rimer Plan de
Estabilizaciéon*®® Starting from this year there was a significanarae in the
economic and political trajectory of the country, pariod during which the

foundations were laid for the economic developnwehich Spain would carry out

137 FONTANA, J., ed., Espafia bajo el Franquismdarcelona, Editorial Critica, 1986,
page 49.

138 PIRES JIMENEZ, L. E.; BUESA, M., “Intervencién asl durante el franquismo
tardio: la regulacién de la inversion industrial Espafia (1963-1980).”, Revista de
Historia Industrial 2002, n. 21, p. 159-198; CARRERAS, A., TAFUNELX,, Historia
econOmica de la Espafia contemporgnBarcelona, Editorial Critica, 2003; SERRANO
SANZ, J.M., PARDOS, E., “Los afios del crecimient® &ranquismo (1959-1975)", in
COMIN, F., HERNANDEZ, M., LLOPIS, E.Historia econémica de Espafia, siglos X;XX
Barcelona, Ed. Critica, 2002, GARCIA DELGADO, J.(ed.),Espafa. Economjaviadrid,
Espasa Calpe, 1990.
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during the sixties, marked by an increase of thgreke of openness of the
economy*>*

On the contrary, the years of the First Francogstgol, from 1939 to 1959,
were characterized by a total subsidiary positibrthe economic policy to the
political interests of the new government: it 1$,fact, during this period that Spain
implemented the autarkic policies and economicrvetetionism which shaped the
economy and industry with the goals of creation gewbnstruction after the end of
the Spanish Civil Wat?°

Despite the fact that this period is not homogesewnith regard to the
economic policies adoptéd! it is possible to detect the continuous preseridhen
autarkic policy throughout the entire period, whagmplication was implemented
and applied to different degrees and, simultangousith a strong tendency to
decrease during the period considef&d.

The feature of non-uniformity related to the apgiion of the autarkic
policies and the interventionism which was adopted] the different degrees with
which these were applied throughout the period|ifaies its division into two sub-
periods: the first from 1939 to 1950, called Fifsancoism, or War Francoisit

139 Eor a more detailed analysis of the Degree of @ess of the Spanish economy see
the paragraph of Chapter 1. See also CARRERASTAFUNELL, X., Historia econdmica
de la Espafia contemporaneBarcelona, Editorial Critica, 2003, page 127 388. See also
SERRANO SANZ, J.M., PARDOS, E., “Los afios del amiento del Franquismo (1959-
1975)”, in COMIN, F., HERNANDEZ, M., LLOPIS, EHistoria econémica de Espafia,
siglos X-XX Barcelona, Ed. Critica, 2002, GARCIA DELGADO, ..l(ed.), Espafia.
EconomiaMadrid, Espasa Calpe, 1990, CATALAN, lla economia espafiola y la segunda
guerra mundial Barcelona, Ariel, 1995.

%% See also CARRERAS, A., TAFUNELL, X., 2003, COMIR,, HERNANDEZ, M.,
LLOPIS, E., 2002, GARCIA DELGADO, J.L., (ed.), 199DATALAN, J., , 1995.

141 See GARCIA DELGADO, J.L., “Estancamiento indudtiaintervencionismo”, in
FONTANA, J. (ed.), 1986, page 190.

142 The technical characteristics of the autarky thatare considering in this case, were
the absence of competitiveness, specializationtl@dnost important goal above all of the
maximization of production in numeric terms, withoany considerations of the cost-
opportunity of it.

Sor “franquismo de guerra”as it was called by GONZALEZ, M.J., “La autarquia
econdmica bajo el régimen del General Franco: igiarvdesde la teoria de los derechos de
propiedad”, inlnformacion Comercial Espafiala. 676-677, 1990, page 20.
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and the second between 1950 and 1959, catledehio bisagra'** from now on
we will call it the Pivotal decade.

José Luis Garcia Delgaldd points out that this division clearly reveals the
evolution of the different degrees of the politicatonomy and its different
outcomes:*® According to Garcia Delgadd’ the Pivotal decade is characterized not
only by a different way of achieving economic pm&— which allowed the move
from the position of total autarky of the previalecade, that of First Francoism, to
the total openness which is found in faemer Plan de Estabilizacionf 1959, its
ultimate step. The Pivotal decade also differechwéspect to the earlier period in
its absence, or near absence, of industrial dexwedop and high proportion of
economic interventionism and political isolatiSf.

It is generally accepted that the Pivotal decads wlmaracterized by the
presence of autarkic policies hand in hand withpgbkcies of economic openness,
where targets of self-sufficiency and the desireadree market co-existed in the
national economy. During this period, we can seedbminance of the desire to
achieve autarkic policy goals, although it slowlyt inexorably, reduced its
importance in favour of the increasing policiesopening up the national market,
reversing the weight and importance they had hathgluhe first decade of the
Francoist Regimé?*®

The same Garcia Delgado along with other autAbesnsider the period of
the First Francoism, from 1939 to 1950, the hist@drperiod in which the Franco

144 Translated, this means “Pivotal decade” becausingluhis period the francoist
policy changed the economic policies and their tpwsiin the international equilibrium
completely, as we can easily see from the Degre@panness of Italy, Spain and Western
Europe Graph 8. From now on | will refer to thigipd as the Pivotal decade.

143 See GARCIA DELGADO, J.L., in FONTANA, J. (ed.), 88, page 190.

146 “[...] de las tonalidades de la politica econémica [..dus diferentes resultadpsee
GARCIA DELGADO, J.L., in FONTANA, J., (ed.), 198fage 171 and ss.

147 GARCIA DELGADO, J.L., in FONTANA, J., (ed.), 198fage 171 and ss.

148 “[...] del nulo o muy corto crecimiento industrial ge la extraordinaria intensidad
del intervencionismo econdmico en el marco de wwhaiento econémico y politico sin
precedentes’GARCIA DELGADO, J.L., in FONTANA, J., (ed.), 198®age 172; for a
different opinion, see ROS HOMBRAVELLA, J., CLAVERA., Capitalismo espafiol: De
la autarquia a la estabilizacion. 1939-19%9adrid, Cuadernos para el Dialogo, 1978.

149 1his specificity originated the adjective of Piabtvith which the Decade is called.

150 GARCIA DELGADO, J.L., in FONTANA, J., (ed.), FONT™®A, J., “Naturaleza y
consecuencias del franquismo”, in FONTANA, J., etl986, page 147, CARRERAS, A,
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Government obtained the worst economic outcomes ft® policies and that in this
period it is possible to find the foundations ofafps economic backwardness
compared to the rest of the European countrfes.

Albert CarreraS? also agrees with this view and finds evidenceisnvork
of how the negative results of this period can aixpthe industrial backwardness
that Spain presented in the second half of the tiatbncentury:>® Moreover, in
carefully observing the data series that covep#reod from 1939 to 1950, Carreras
shows that the year 1941 is the historical momemnwhich the Index of Industrial
Production reaches its minimuhif, as well as being the period marked by the
complete immobility of the economy.

The level of GDP per capit® shows a negative trend as well: the recovery
of the value of GDP per capita to the pre-war geun@s reached only in the fifties,
which was very late compared to other European tc@sn even the ones that were
militarily involved in World War 11*°°
It is for this reason that certain schofdfsemphasize that the economic

situation suffered by Spain in the post-Civil Waripd has special characteristics

Industrializacion espafiola: estudios de historiaawtitativa, Madrid, Espasa Calpe, 1990,
CARRERAS, A., “La produccién industrial espafiol&42-1981: construccion de un indice
anual’, in Revista de historia economicar. 1, afio Il, 1984, and also MIRANDA
ENCARNACION, J.A., “El fracaso de la industrializéo autarquica’in BARCIELA, C.,
(ed.), 2003, page 95 and ss., BARCIELA, C., LOPEZ}., MELGAREJO, J., MIRANDA,
J.A., La Espafia de Franco (1939-1975). EcononMadrid, Sintesis, 2001, CATALAN, J.,
1995, BARCIELA, C., (ed.)Autarquia y mercado negrB8arcelona, Critica, 2003.

*1 gee Chapter 1.

152 CARRERAS, A., 1984, and presented again in CARRERA., 1990. See also
Chapter 1.

153 “[...] el dnico que puede explicar satisfactoriamentetelso industrial de Espafia”,
CARRERAS, A, Industrializacion espafiola: estudios de historiaantitativa, Madrid,
Espasa Calpe, 1990, page 127.

154’In this case | exclude the year of 1939 for whiarreras has no data; see also
GARCIA DELGADO, J.L., in FONTANA, J., (ed.), page4.

1% 5ee Chapter 1, second paragraph and Gia@BP and Graph 4 GDP per capita.

158 Eor a more detailed analysis, see CATALAN, J.,5,9%ge 25 and ss.

157 FONTANA, J., “Naturaleza y consecuencias del frasiopo”, in FONTANA, J., (ed.),
1986, page 147, and also MIRANDA ENCARNACION, J.AEl fracaso de la
industrializacién autarquicain BARCIELA, C., (ed.), 2003, page 95 and ss., BARCAEL
C., LOPEZ, M. I, MELGAREJO, J., MIRANDA, J.ALa Espafa de Franco (1939-1975).
Economia Madrid, Sintesis, 2001, CATALAN, J., 1995, SUDRIE., (dir.), Historia
econOmica de la Catalunya contemporariarcelona, Enciclopédia Catalana, 1988-1994,
vol. 4, MALUQUER DE MOTES, J.Historia economica de la Catalunya contemporania,
Barcelona, Enciclopédia Catalana, 1988, vol. 1
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that distinguish it from other European countridsioh emerged from the Second
World War, including those which suffered the destisg effects of conflicts
fought physically on their national territori€¥.

Indeed, the widespread opinion among scholars rdgath this historical
period coincides with that of Carrerg$ although Garcia Delgalf8 believes that
this decade, represents more than a moment ofattagrof the Spanish economy,
and that it is, rather, a period of depressfdnHe reaches his conclusion by
comparing the data used by Carreras and integtatedhers, such as for example
the GDP per capita, and he changed the beginninigeofeporting period to 1942,
instead of 1939 as it was for Carret¥sGarcia Delgad§® justifies the choice to
postpone the start of the economic period of refereby three years, considering
that this period, starting in 1939, was a ‘necggsane in which the new
Government could organize the legal and institatidramework of the new stat&'
and therefore, for the author, cannot be considénethe computation of the
performance of First Francoistfr,

Despite the disagreement on the severity of th@auoa situation of First
Francoism, Garcia Delgado, CarréPasnd other scholal¥ agree that the breaking

158 Eor a more detailed analysis, see CATALAN, J.,5,9%ge 25 and ss.
159 CARRERAS, A., 1990.
180 ARCIA DELGADO, J.L., in FONTANA, J., (ed.), 198fage 147 and ss.

181 The evolution of the Index of Industrial Productishows a negative trend for the 5
years from 1940 to 1945, and of 1,1% for the réshe period, when the indexes of the other
countries involved in the World conflict, registdra sudden increase, and some of them even
duplicate their percentages. GARCIA DELGADO, Jinh.FONTANA, J., (ed.), 1986, page
147, and see also PRADOS DE LA ESCOSURA, “El créamimo econdmico moderno en
Espafia”, in Papeles de economia espafiola 20 (1984) page 152, MIRANDA
ENCARNACION, J.A., in BARCIELA, C., (ed.), 2003, ga 95 and ss.; see also
CATALAN, J., 1995.

182 CARRERAS, A., 1990.

183 GARCIA DELGADO, J.L., in FONTANA, J., (ed.), 198fage 147 and ss.

164 «1 ] las bases legales e institucionales del <<NueEstado>>", GARCIA
DELGADO, J.L., in FONTANA, J., (ed.), 1986, page217

165 GARCIA DELGADO, J.L., in FONTANA, J., (ed.), 198fage 172. See also the next
paragraphs of this Chapter where | will addres$ wibre details the discussion about the
beginning of the First Francoism and the autarkiicpes applied during these periods.

1% CARRERAS, A., “La produccién industrial espafidl&42-1981: construccion de un
indice anual”, irRevista de historia econémica. 1, afio Il, 1984

157 GARCIA DELGADO, J.L., “Notas sobre el intervencismo econémicos del primer
franquismo”, in Revista de Historia Econdmicalll, n. 1, 1985, MIRANDA
ENCARNACION, J.A., in BARCIELA, C., (ed.), 2003, ga 103, GARCIA DELGADO,
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point in the process of long-term Spanish econaroevth is in this period® There

is therefore consensus that the inflexion in thanh economic growth lies in this
period, not before or after, and that its conseqgegnvere the decline of economic
development to equal the conditions of a developmgntry.

Therefore, if we look at the decade of First Frasiwo(and at the autarkic
period until 1959) from the point of view of a lotgym perspective, without
reference to the fluctuations of the short periwe,can see that it represents the end
of a steady moderate growth - which started in ldte nineteenth century and
continued until the end of the 1930s, when Spathrhanaged to catch up with the
level of economic development of other Europeamtiies®® The Civil War and
the policies of the post-war period helped to @dahe divergence between Spain
and the others, and even worsenetl®itso that the first decade of the post-war
period, the one of First Francoism, negatively @#d the country's economic
development, increasing the conditions of extrenfécdlty which the Spanish

economy had to face up to until 1959.

2.2 — Autarkic policies and First Francoism: thsetidiction of

the sub-periods

If scholars agree with regard to the division iftiost Francoism and the
Pivotal Decade, they debate two other points:,fiost the economic activities of

J.L., in FONTANA, J., (ed.), 1986, page 171 and €ARRERAS, A., TAFUNELL, X.,
Historia econémica de la Espafia contemporarigarcelona, Editorial Critica, 2003, page
291, TUSELL, J.Historia de Espafia en el siglo XX. La Dictadura Eenco, Madrid,
Taurus Ediciones, 2007, vol. 3, page 240.

188 See also Chapter 1

16941...] representa el final de un proceso de crecintiemoderado pero mantenido que
se prolonga en Espafia durante el Gltimo tercio M€K y el primero del XX[y que
determinajl ensanchamiento de la brecha que separa la ttayiecde Espafia respecto a la
de otros paises europedSARCIA DELGADO, J.L., in FONTANA, J., (ed.), 198page
176. See also GARCIA DELGADO, J.L., “Notas sobrangérvencionismo econémicos del
primer franquismo”,Revista de Historia Econémicadll, n. 1, 1985, CARRERAS, A,
TAFUNELL, X., Historia econémica de la Espafia contemporanBarcelona, Editorial
Critica, 2003, MIRANDA ENCARNACION, J.A., in BARCIEA, C., (ed.), 2003.

170 GARCIA DELGADO, J.L., in FONTANA, J., (ed.), 198page 176.
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First Francoism and on the ideology that suppated, and secondly, on the dates
of the beginning of the autarkic policies and @& geriod mentioned above.

As regards this last point, if we use the methogpl@approach, the
dominance of laws and activities whose final ainsw@ obtain autarky, the years
from 1939 to 1950 are the ones generally referoedst the beginning and end of
First Francoism; but, in this case, some authoreatagree on 1939 as the starting
point.

According to Carlos Barcielqd there is no doubt that there existed an
autarkic policy which ends in 1959, in agreementhvather authors. But he also
states that this does not begin in 1939, but atbdginning of the Civil War, in
1936. He also agrees with Garcia Delgado and atlitiors regarding the evolution
of the weight of autarky in the Spanish economyeit951, when it went along
with the activities of opening it into a more libeéreconomy, with the goal of
maintaining the conquered pow#f.

Francisco Comin and Pablo Martin Acéfiaas well, are in agreement with
the point of view of Barciela and Garcia Delgadowdlithe existence of an autarkic
policy, identifying I.N.I. as an institution whossxistence was directed towards
achieving this goal, and they identify Juan Antodoanzes as the creator and
manager of the self-sufficiency policy of the Fraist regime. According to these
two author$’® the dates for the autarkic period are from 193FenvSuanzes had
already begun to develop the Autarkic Ptahwhich, in their opinion, found its
realization in the industrial mobilization estahbksl to address the gaps created by
the Civil War. According to Martin Acefia and Contiie most appropriate period to
indicate the end of the comprehensive actionsrpptace to implement the autarkic
policies is not 1959 but 1963, when Suanzes |eftpibsition of President of I.N.I.,

1 BARCIELA, C., LOPEZ, M. I., MELGAREJO, J., MIRANDAJ.A., 2001 page 24.
2B ARCIELA, C., LOPEZ, M. I., MELGAREJO, J., MIRANDAJ.A., 2001 page 12.

173 cOMIN COMIN, F., MARTIN ACERNA, P., 1991, COMIN COiM, F., MARTIN
ACENA, P., 1991.

174 coMIN COMIN, F., MARTIN ACENA, P., 1991, COMIN CO, F., MARTIN
ACERA, P., 1991.

175 comiN COMIN, F., MARTIN ACERNA, P., 1991, COMIN COM, F., MARTIN
ACERA, P., 1991.
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because he was totally contrary to the new econgulcy which the Franco
government began to implement from 1959.

Comin and Martin Aceft& introduce another detail to the analysis of the
autarkic period; they consider, in fact, that itiséxd in a sub-period of autarkic
policy, starting from 1941 when I.N.l. was foundead that it includes the entire
decade of the forties, when the Institute begadiversify its activities, not exactly
consistent with the projects that Suanzes hadethout during the Spanish Civil
War, continuing an action that tended towards tieateon of an autarkic economic
development rather than industrial mobilizationcdese the activities preferred
were more related to the fields of energy and partsthan to those of defent¥.
These preferred sectors for the autarkic activitiemrk the differences between
Industrial Mobilization and the First Francoismaiy*"®

Jordi Catalah® also supports the idea of a sub-period in autagkimomic
policy, and he believes that it was during the gelaom 1938 to 1941 that the
framework of the legislation and the autarkic ecuiw policies were created.
Catalan also highlights that between 1940 and 18¥l highest number of
concessions to the companies working in the fieldkided in the definition of the
activities of national interest were authorized aaga where I.N.I. started its activity
as economic agent in 1941. Therefore, he consttiatst is in 1938 when autarkic
policy began to be created and implemented, andates the year 1941 as the year
of change, perhaps more in political plans tharhigm methodology of achieving
it-l80

Furthermore, Catalan considers that the opporasiftr the development of
the industrialization plans worsened from 1942 guthe difficulties which arose in
the exchange trade with the Axis powers. This iy,wdtcording to Catalan, the
intervention of the State is accomplished throughll, the means by which the

state promoted the creation of state-owned shat&tgplcompanies which would

176 comiN COMIN, F., MARTIN ACERNA, P., 1991, COMIN COM, F., MARTIN
ACERA, P., 1991.

177 cOMIN COMIN, F., MARTIN ACERA, P., 1991.
178 coMIN COMIN, F., MARTIN ACERNA, P., 1991.
19 cATALAN, J., 1995.
180 CATALAN, J., 1995.
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eventually be the preferred way of industrial pafit' giving to the private sector,
by contrast, a secondary role in the program fer development of the national
economy.

Antonio Gémez Mendoza and Elena San Rafifamgree with Comin and
Martin Acefia, indicating the year 1937 as the ydahe beginning of the autarky,
but are of a different opinion about the changth@autarkic policy until 1959, that
for Gémez Mendoza and San Roman did not change &ba Gémez Mendoz¥?
the features present in the autarky of First Fremeadid not change, not even in
1951!®* because the policies and activities carried ouShgnzes through I.N.1.,
aimed at consolidating autarkic policies, did ntiarmge and did not lose the
character of hostility towards private initiativés the economic markef® so
Gomez Mendoza believes that the process of reducdfidthe autarkic policies was
not continued, as the other scholars stated, #wedefore, the decade of the fifties
was not in any way a Pivotal Decad@.

Elena San Romé&# believes that the beginning of the autarkic pefi®d
1937 and its end is in 1959, and she considers theatelements of change in
economic policy, noted by some authors, were lichitea change in image and they
had a limited influence on the economic reaff.

GoOmez Mendoza and San Roman come to these comdukerause they

focus their attention on Juan Antonio Suanzes, tmrnw was conferred a broad

181 sMediante el I.N.I., el Estado pasaba a promoveredtamente la constitucion de
empresas con capital publico, instrumento de maitindustrial que acabaria por ser
preferido, con el subsidio de las actividades puas’, CATALAN, J., 1995, page 231.

182 soMEZ MENDOZA, A., (ed.),De mitos y milagros. El Instituto Nacional de
Autarquia (1941-1963Barcelona, Edicions Universitat de Barcelona, 2000.

GOMEZ MENDOZA, A., (ed.),De mitos y milagros. El Instituto Nacional de
Autarquia (1941-1963Barcelona, Edicions Universitat de Barcelona, 2000.

184 GOMEZ MENDOZA, A., (ed.),De mitos y milagros. El Instituto Nacional de
Autarquia (1941-1963Barcelona, 2000.

185« ] ni un &pice de hostilidad hacia la empresa yada [de manera quehay que
concluir que los afios cincuenta no fueron, en maldano, un decenio bisagraGOMEZ
MENDOZA, A., (ed.), 2000, page 21.

186 sOMEZ MENDOZA, A., (ed.),De mitos y milagros. El Instituto Nacional de
Autarquia (1941-1963Barcelona, page 21.

187 SAN ROMAN, E., 1999, page 82.

188 “operaciones de imagen del régimen que repercutiede forma limitada, sobre la
realidad economica”’SAN ROMAN, E., 1999, page 37.
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power of decision-making. He remained faithful t® ideals throughout the period
in which he held the post of President of I.N.Itiuh963, the year in which he left
office. Therefore, to San Roman, there was nevenamge in the autarkic policy
because, according to the author, Suanzes was #re far key decisions on
economic policy, and keeping them consistent wtth grinciples, the Spanish
autarkic economic policy reflects the consisteneg the choices of Suanzes, from
the beginning of role his as President of I.N.Ithe end of it in 1963. In fact, for
San Roman and Goémez Mendoza, |.N.I. reflected ie@ssof the President and, as
the Institute was the means used to carry out laatpplicies, they did not change

until Suanzes left.

2.3 - The Autarkic choice: the realization of a ider an

obligated decision?

So, as we saw in Spain, after the end of the @Wal economic activity was
characterized by interventionism and self-sufficiepolicies, and the reasons why
the regime decided to apply them have been theesubf a debate among scholars.
189

There is an extended literature agreeing that dogsabn to maintain autarkic
policies and the self-sufficiency policy during theriod after the end of the Spanish
Civil War was not a decision taken freely by tharfeéo government, but rather one

189 ROS HOMBRAVELLA, J., CLAVERA, J., 1978, page 79 ams. see also
VELARDE FUERTES, J.,Politica econémica de la DictaduraMadrid, Guadiana de
Publicaciones, 1968, page 23 and ss, VELARDE FUERTE, 1968, DONGES, J.B.a
industrializacion en Espafa. Politicas, logros yrgpectivas,Barcelona, Oikos-Tau, 1976,
BIESCAS, J.A., TUNON DE LARA, M., “Espafia bajo licthdura franquista (1939-1975)”
in TUNON DE LARA, M., (dir.),Historia de EspafaBarcelona, 1994, vol. X, VINAS, A.,
Guerra, Dinero, Dictadura. Ayuda fascista y autai@en la Espafia de Franc®arcelona,
Editorial Critica, 1984, GARCIA DELGADO, J.L., inGNTANA, J., (ed.), 1986, COMIN
COMIN, F., MARTIN ACENA, P., 1991, BALLESTERO, A1993, CATALAN, J., 1995,
SAN ROMAN, E., 1999., SAN ROMAN, E., in GOMEZ MENIXA, A., (ed.), 2000,
GOMEZ MENDOZA, A., (ed.), 2000, BARCIELA, C., LOPEM. |., MELGAREJO, J.,
MIRANDA, J.A., 2001, BARCIELA, C., (ed.), 2003, CAERAS, A., TAFUNELL, X,
2003, MOLINERO, C., YSAS, PEI régim franquista. Feixisme, modernitzaci6 i coms22
edicién, Vic, Eumo Editorial, 2003.
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forcibly taken due to the international situatisoich as, for example, the Second
World War and its consequences, and the probleats3pain had to face resulting
from these situations.

This is the opinion that Juan Velarde Fuéffeand Joan Clavetd agree
with, even if the latter agrees with the hypothebet the self-sufficiency policies
had been a conscious choice in the first threesyledlowing the end of the Spanish
Civil War (1939-1942), years which overlap the tfiteree years of the Second
World War, and Clavera argues that only since 1194® the autarkic policies been
the response of a disoriented Government facingsthkeing powers of the Axis
countries, while unable to resolve the ties andgalibns that the interventionist
economic mechanisms had already started to protfice.

Clavera® says that since 1943, when the defeat of the Assted to
become obvious, the friendship and the support sddw the Spanish Government
toward these powers limited the number of optionsorg which Spain could
choose economic policies, not only due to the #tyaof resources and production
capacity or the restriction of the trade with fgreicountries, but also due to the fact
that the ideological, and in some cases matengdpart for the Axis nations and
their ideology negatively influenced internatioaateptance of the Francoist regime
by other countries.

José Antonio Biescds? on the contrary, believes that nearness to the Axi
powers brought with it the obligation to adapthe same type of economic choices,
considered highly successful until then, charazteriby the principles of military
organization>° while later on, starting from 1943, when the outeoof the Second

World War was shown to be contrary to the Axis pmyeépain could opt for a

190\/EL ARDE FUERTES, J., 1968.
191 ROS HOMBRAVELLA, J., CLAVERA, J., 1978, page 79hss.
192 ,, . . . s A .
La autarquia fue un reflejo de una actitud no ya @olitica econdmica, sino
sencillamente de una cierta politica desorientadiéeael hundimiento de las potencias del

Eje, e incapaz de sanear unos mecanismos economiEEdos en la creciente marafia
intervencionista”, ROS HOMBRAVELLA, J., CLAVERA, J., 1978 page 82.

193 ROS HOMBRAVELLA, J., CLAVERA, J., 1978 page 79 &l
194BIESCAS, J.A., TUNON DE LARA, M., “Espafia bajodictadura franquista (1939-
1975)” in TUNON DE LARA, M., (dir.) Historia de EspafiaBarcelona, 1994, vol. X.

195 MIRANDA ENCARNACION, J.A., in BARCIELA, C., (ed.)2003, page 101 and ss.;
see also CATALAN, J., 1995.
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change in the economic policy, because, BiéStaargues, Spain had the
opportunity to decide to follow a different econanpolicy than the one it had
applied until then. So, if the regime continuedpply the same economic policy, it
had voluntarily decided to keep the autarkic pobgyion.

According to Juergen Dongé&6the choice of the autarkic economy in Spain
was determined as much by internal factors, suchatisnalist ideology and the
impact of the Spanish Civil War on the internal iequum of the country, as by
external factors, such as the outbreak of the SEWdorld War.

Most scholarS® agree with the idea that there was a voluntargtiete of the
autarky by the Francoist regime, not only to meeumber of practical problems,
but rather because this ideology adapted bettdgretonentality of the winners of the
Spanish Civil War and their economic ideoldgy.

The importance of the men called to work in the kmsitions in the
structure of the new state is considered very itamorby the authore® given that
most of them were influenced by an engineering-mihanilitary’®* and were

fascinated by the dictatorial regimes because ddtwviey considered the brilliant

196 BIESCAS, J.A., TUNON DE LARA, M., “Espafia bajodictadura franquista (1939-
1975)” in TUNON DE LARA, M., (dir.) Historia de EspafiaBarcelona, 1994, vol. X

197 DONGES, J.B.La industrializacién en Espafia. Politicas, logrospgrspectivas,
Barcelona, Oikos-Tau, 1976, page 37 and ss.

198 VINAS, A., Guerra, Dinero, Dictadura. Ayuda fascista y autai@en la Espafia de
Franco, Barcelona, Editorial Critica, 1984, COMIN COMIN,, MARTIN ACENA, P.,
1991, BALLESTERO, A., 1993, CATALAN, J., 1995, BARELA, C., LOPEZ, M. I,
MELGAREJO, J., MIRANDA, J.A., 2001, BARCIELA, C.ge{.), 2003, CARRERAS, A,
TAFUNELL, X., 2003, MOLINERO, C., YSAS, P.El régim franquista. Feixisme,
modernitzaci6 i conseng?2 edicion, Vic, Eumo Editorial, 2003.

199 - N s . .

La politica autarquica s’adeia amb el protagonisndels militars en els aparells
civils de I'Estat, amb les simpaties ideologiquesal coalicié que havia guanyat la Guerra
Civil y amb el context bél-lic de la primera meiti#ls anys quaranta’MOLINERO, C.,
YSAS, P, 2003, page 62. See aBEONTANA, J., in FONTANAJ., (ed.), 1986, page 25 and
ss., GARCIA DELGADO, J.L., in FONTANA,)., (ed.), 1986, page 183, ELLWOOD,
SHEELAGH M., “Falange y Franquismo”, in FONTANA,, (ed.), 1986, page 40 and ss.,
CATALAN, J., 1995, page 60 and ss.

200 VINAS, A., Guerra, Dinero, Dictadura. Ayuda fascista y autai@en la Espafia de
Franco, Barcelona, Editorial Critica, 1984, COMIN COMIN,, MARTIN ACENA, P.,
1991, BALLESTERO, A., 1993, CATALAN, J., 1995, BARELA, C., LOPEZ, M. I,
MELGAREJO, J., MIRANDA, J.A., 2001, BARCIELA, C.ge{.), 2003, CARRERAS, A,
TAFUNELL, X., 2003, MOLINERO, C., YSAS, P.El régim franquista. Feixisme,
modernitzacio i conseng? edicion, Vic, Eumo Editorial, 2003.

201 TUSELL, J., “La autarquia cuartelera: las ideasnémicas de Franco a partir de un
documento inédito™Historia 16 n. 115, 1985, page 41 and ss., TUSELL, J., 2083e 232.
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results achieved in terms of recovery of productiarthe opinion of Tusef?? they
identify Spain as a military barrack and they pkohto organize the nation organise
the nation following the same principles. For thigy of thinking of the Spanish

powers, Tusell added the adjectit@iartelera®

to the autarky policy of the
FrancoistGovernment®

The author®® agree that the mentality of winners of the Spa@ahl War
played a key role in determining economic policyd dhey also agree on the fact
that the characteristics of the autarkic policmsnid ideas in those that were applied
in ltaly and Germany during the thirties, even wheonsidering the slight
differences that existed among the ones appliethendifferent countries that we
consider.

Scholaré®® do not even deny the existence of references eoatltarkic
policies applied in Spain before the Spanish Qivar, but limit their importance
and influence on the ideology of the Francoistmegiln fact, although some of the
policies applied by the Franco government were @amgnted before the Spanish

Civil War, the regime added new ones inspired ey fiblitics of the Axis nations

202 TUSELL, J., “La autarquia cuartelera: las ideasnémicas de Franco a partir de un
documento inédito™Historia 16 n. 115, 1985, page 41 and ss., TUSELL, J., 2083e 232.

203 TUSELL, J., “La autarquia cuartelera: las ideasnémicas de Franco a partir de un
documento inédito"Historia 16 n. 115, 1985, page 41 and ss., TUSELL, J., 266& ,also
BARCIELA, C., LOPEZ, M. |, MELGAREJO, J., MIRANDA].A., 2001, page 29 and ss.

204 TySELL, J., 1985, page 41 and ss. y TUSELL, J072@age 232.

2 VINAS, A., 1984, NADAL J., CARRERAS, A., SUDRIA’ CLa economia espafiola
en el siglo XX. Una perspectiva histériddadrid, Ariel Editorial, 1987, COMIN COMIN,
F., MARTIN ACENA, P., 1991, BALLESTERO, A., 1993, ATALAN, J., 1995,
SANCHEZ RECIO, G., “Inmovilismo y adaptacion patii del régimen franquista”, in
MORENO FONSERET, R., SEVILLANO CALERO, F., (edgl franquismo. Visiones y
balances Alicante, Universitat de Alicante, 1999, IRANZQ.E., “El sector publico como
impulsor de la reconstruccion (1939-1959)", in VERBE FUERTES, J., (coord.}900-
2000. Historia de un esfuerzo colectivdadrid, Fundacion BSCH-Planeta, 2000, vol. 1,
BARCIELA, C., LOPEZ, M. I., MELGAREJO, J., MIRANDAJ.A., 2001, BARCIELA, C.,
(ed.), 2003, CARRERAS, A., TAFUNELL, X., 2003, MOMERO, C., YSAS, P., 2003, DI
FEBO, G., MOLINERO, C., “PresentacioDI FEBO, G., MOLINERO, C., (eds.)Nou
Estat, nova politica, nou ordre social. Feixisnfeanquisme en una perspectiva comparada
Barcelona, Fundaci6 Carles Pi i Sunyer d’EstudisoAamics i Locals, CEFID-UAB, 2005,
page 9 and ss.

6VINAS, A., Guerra, Dinero, Dictadura. Ayuda fascista y autai@en la Espafia de
Franco, Barcelona, Editorial Critica, 1984, COMIN COMIN,, MARTIN ACENA, P.,
1991, BALLESTERO, A., 1993, CATALAN, J., 1995, BARELA, C., LOPEZ, M. I.,
MELGAREJO, J., MIRANDA, J.A., 2001, BARCIELA, C.g(.), 2003, CARRERAS, A,
TAFUNELL, X., 2003, MOLINERO, C., YSAS, P.El régim franquista. Feixisme,
modernitzacié i conseng?2 edicion, Vic, Eumo Editorial, 2003.
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with strong characteristics of the economic autaakyg activities that were more
typical of a self-sufficient economy.

Furthermore, scholars also argue that it is traé ttie autarkic experience of
industrial mobilization existetf’ which was applied before the Spanish Civil War,
but the characteristics of this experience hadingtto do with those of the autarky
applied from 1941, which are more similar to tlodigles of the Axis countries.

Carme Molinero and Pere Ysas summarize this poshjostating that["..]
even if it is possible to find experiences of igBotaprevious to the Spanish Civil
War, the goals and the ways to reach them usedrBy Francoist were inspired by
the economic policies of the fascist reginf&&'and not from the policies of the
government which existed before the Francoist regim

According to Jordi Catal&ff the origins of the inspiration of the economic
policy of First Francoism were the experiences tafy] Germany and Portugal,
whose application determined a turning point wigspect to the pre-war Spanish
economic experience’ Catalan also points out that the policies of tiesvNSpanish
State had specific characteristics that do notao@ perfectly with those of the
Axis powers, but they had enough characteristiasommon to clearly demonstrate
the existing connection to each otifét.

Furthermore, Catal&f argues that the differences are also significant
because whatever activity was carried out, it wattlesl in a strongly non-
equilibrated institutional system as it was follagithe Spanish Civil War. Spain

was, in fact, reshaping economic policy, takingregkes from the economic policy

207 5ee also SAN ROMAN, E. 1999

208 “[...] tot i que podriem trobar precedents aillacionist@soctons abans de la Guerra
Civil, els objectius que volia assolir el primeafrquisme i els instruments per aconseguir-
los estaven inspirats en les politiques economigiesenvolupades pels regims feixistes”,
seeMOLINERO, C., YSAS, P., 2003, page 61.

20943 fuente de inspiracion que resulté mas decisvela politica econdémica del primer
franquismo fueron las experiencias contemporaneasAlimania, Italia y Portugal [...]
contribuy6 a que el sistema econémico de posguerijgounto de ruptura con la trayectoria
economica prebélica’seeCATALAN, J., 1995, page 41 and ss.

210 CATALAN, J., 1995, page 61.

211, . . o . . : .
Las coincidencias entre la politica econdmica ds primeros gobiernos franquistas
y la de los de la Alemania nazi, la Italia fascistael Portugal salazarista, no fueron
absolutas, pero si suficientes como para emparkntdaramente con ellas”’CATALAN,
J., 1995, page 61.

212 ATALAN, J., 1995
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of war carried out in Italy and Germany, and nothe authoritarianism typical of
the period before the Spanish conffitt.

Garcia Delgadd* defends, as does Catalan, the mixed inspiratiothef
policy of the Francoist regime, although he thirtkere was a more balanced
redistribution between the two elements which cobéd the inspiration for the
Francoist policy. This hypothesis is based on tirenection between the legislation
which emanated from the Francoist government with policy of protectionism
implemented from the end of the nineteenth centamg, the similarities between the
laws published in 1939 and those that were puldishe1917* and in 1924, and
especially the law of 1907 in which the ownershipnwre than the 25% of a
company’s capital by foreign investors was forbmd@arcia Delgado adds that the
law of 1926, with which the Committee Regulatortloé Industrial Production was
created, is the precursor of the Law of Managenaaat Defence of the Industry
published in 193§°

San Roméft’ and Gémez MendoZg also found the roots of the autarkic
policy set up by Juan Antonio Suanzes in the natiexperience of the industrial
mobilization organized in 1917, and not in the @applied by the policies of the

AXis powers.

213 CATALAN, J., 1995, page 71.

214 GARCIA DELGADO, J.L., 1985, GARCIA DELGADO, J.Lin FONTANA, J.,
(ed.), 1986, GARCIA DELGADO, J.L, “La industrializgn y el desarrollo econémico de
Espafia durante el franquismo”, in NADAL J., CARRERAA., SUDRIA’' C., 1987, page

169.
215

BORDERIAS, C., FINA, L., MOLINERO CARME, PUJOL JSUDRIA, C. YSAS
P., “Evolucién economica i condicions de vida ba#” in BARBAGALLO, F., Franquismo.
Sobre resistencia i consens a Catalunya (1938-19B8jcelona, Editorial Critica, 1990,
page 81. See also GARCIA DELGADO, J.L., in FONTANA, (ed.), 1986, page 180,
FONTANA, J., in FONTANA, J., (ed.), 1986.

216 GARCIA DELGADO, J.L., in FONTANA, J., (ed.), 198age 180.

21T SAN ROMAN, E., 1999., SAN ROMAN, E., “La gestaciéastrense del I.N.1.", in
GOMEZ MENDOZA, A., (ed.), 2000, page 53 and ss.

218 GOMEZ MENDOZA, A., (ed.), 2000, page 17 and ss.
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2.4 - The degree of achievement of the autarkyeasure and

definition

As we have seen above, San Roman and Gomez Meadguza that there
were no changes in autarkic policy until Suanzessgreed as President of I.N.I.
because he was the most important supporter ofkéutaolicy and I.N.I. was the
means to achieve it, and all throughout his tem#&evas consistent with his own
principles. On the opposite side, other scholags@that there was a change in the
importance of autarkic policy.

The debate about the autarkic policy of the FirsinEoism period is strictly
connected to the concept of the degree of autatkieaed. The degree of autarky
measures the intensity of the autarky policy ansl itseful to understand which type
of autarky had been achieved.

To verify which of the types of autarky had beeles®d to be carried out
during the First Francoism is important becaugpvies us further details to answer
the question about the type of autarky which wasnbearried out from 1936 to
1959, and whether it was the same autarky appligthgl this period or if it
changed.

To define the degree of autarky we can use theiflzetion that San Roman
uses in her work™ which is the same as the one described in thartalocuments

in L.R.1. archive?®°

although in the latter the names are slightlyedéht.
We can differentiate between:
- partiaf?* autarky, also called relativé? or valutaria??® and total autarky,

or as it called by th€orporazioni,economic integral autarky?

219 BARRERA, E., SAN ROMAN, E. Juan Antonio Suanzes, adalid de la

industrializacion in GOMEZ MENDOZA, A, (ed.)De mitos y milagros. El Instituto
Nacional de AutarquiaBarcelonalniversitat de Barcelona, 2000, page 36.

20| R.I. Archive,Numerazione Nera, Documento 4130, ACS, Fondo |.Rumerazione
Nera, b. 81Relazione riassuntiva dei piani autarchici al Coait Corporativo Centrale
November 1937.

221 R Archive, Numerazione Nera, Documento 4130, ACS, Fondo |.R.I
Numerazione Nera, b. 8Relazione riassuntiva dei piani autarchici al Coabit Corporativo
Centrale November 1937.
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and between

- normaf?® autarky and emerger® autarky, which is calletemporary?’
by San Roman.

The partial autarky is defined ag.] the economic autarky to which aim
depending on the availability and reducing it tatge goals for the production of
raw material for which the total needs cannot beezed by national resourcés®
while the total pursued the aim of the total indefence of the national economy
and fostered the self-sufficiency offt

230

For partial autarky, theralutaria,”™ the main goal is not total economic

independenc@" but rather it is aimed at decreasing the impomadds in specific

222 BARRERA, E., SAN ROMAN, E. Juan Antonio Suanzes, adalid de la

industrializacion in GOMEZ MENDOZA, A, (ed.)De mitos y milagros. El Instituto
Nacional de AutarquiaBarcelonalniversitat de Barcelona, 2000, page 36.

223 R Archive, Numerazione Nera, Documento 4130, ACS, Fondo |.R.L
Numerazione Nera, b. 8Relazione riassuntiva dei piani autarchici al Coabit Corporativo
Centrale november 1937, page 2, and BARRERA, E., SAN ROMAN Juan Antonio
Suanzes, adalid de la industrializaciom GOMEZ MENDOZA, A, (ed.)De mitos y
milagros. El Instituto Nacional de Autarquiarcelona,Universitat de Barcelona, 2000,
page 36.

224 R Archive, Numerazione Nera, Documento 4130, ACS, Fondo |.R.L
Numerazione Nera, b. 8Relazione riassuntiva dei piani autarchici al Coabit Corporativo
Centrale november 1937, page 1

225 | RUI. Archive, Numerazione Nera, Documento 41&f}rispondente allACS, Fondo
I.R.l., Numerazione Nera, b. 8Relazione riassuntiva dei piani autarchici al Coatit
Corporativo Centralenovember 1937, page 2, and BARRERA, E., SAN ROMENJuan
Antonio Suanzes, adalid de la industrializagitnGOMEZ MENDOZA, A, (ed.De mitos y
milagros. El Instituto Nacional de Autarquiarcelona,Universitat de Barcelona, 2000,
page 36.

226 | R Archive, Numerazione Nera, Documento 4130, ACS, Fondo |.R.Il.
Numerazione Nera, b. 8Relazione riassuntiva dei piani autarchici al Coahit Corporativo
Centrale november 1937.

221 BARRERA, E., SAN ROMAN, E.Juan Antonio Suanzes, adalid de la
industrializacion in GOMEZ MENDOZA, A, (ed.)De mitos y milagros. El Instituto
Nacional de AutarquiaBarcelonalJniversitat de Barcelona, 2000, page 37

228 , ; . . RO

[...] lautarchia economica cui tendere secondo pb#ga riducendone la
realizzazione a obbiettivi parziali per quelle méeprime per le quali il fabbisogno totale
non pué assolutamente essere coperto con risorg®mali”’, I.R.l. Archive, Numerazione
Nera, Documento 4130, ACS, Fondo |.R.l., Numerazibiera, b. 81Relazione riassuntiva
dei piani autarchici al Comitato Corporativo Cenkeanovember 1937, page 1 and ss.

29 5ee BALLESTERO, A., page 99 and ss.

230 R Archive, Numerazione Nera, Documento 4130, ACS, Fondo |.R.L
Numerazione Nera, b. 8Relazione riassuntiva dei piani autarchici al Coabit Corporativo
Centrale november 1937, page 1 and ss.
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sectors, especially in some considered importanttie fostering of national
production.

The Corporazioni italiané® is also used to classify the autarkic policies in
normal autarky>® conceived for[...] a normal political and economic situation
[...],”%** and emergency autarky, applied in a special situation, in response to a
specific need, that San Ronm&hdefines as temporary. The latter is the type of
autarky that should be carried out during war gksior special moments in which
“[...] the absolute necessity is that all the enesya the Nation, all the production
abilities of the Nation must be dedicated to theessity of wal >’

In the same document, we read tHat] This event should allow not only
an effort in the production of goods above the oral needs, but it changes the
importance of the cost element that, in a normaladyy should be evaluated
carefully, while in the autarky for war there are® rother limits than the ones
determined by the quantity of raw material at disgloand the ones of the national

finances [...].2%®

231 I.R.I. Archive, Numerazione Nera, Documento 4130, ACS, Fondo |.R.l.

Numerazione Nera, b. 8Relazione riassuntiva dei piani autarchici al Coabit Corporativo
Centrale november 1937, page 1 and ss. See also BALLESTBR@age 99

32| R.I. Archive,Numerazione Nera, Documento 4130, ACS, Fondo |.Rumerazione
Nera, b. 81 Relazione riassuntiva dei piani autarchici al Coait Corporativo Centrale
november 1937 page 2

23| R.I. Archive,Numerazione Nera, Documento 4130, ACS, Fondo |.Rumerazione
Nera, b. 81Relazione riassuntiva dei piani autarchici al Coamit Corporativo Centrale
november 1937.

234 “[...] prevista per una situazione politica ed econicen normale”, I.R.1. Archive,
Numerazione Nera, Documento 4130, ACS, Fondo |.RNumerazione Nera, b. 81,
Relazione riassuntiva dei piani autarchici al Caahit Corporativo Centrale november
1937, page 2.

23| R.I. Archive,Numerazione Nera, Documento 4130, ACS, Fondo |.Rumerazione
Nera, b. 81Relazione riassuntiva dei piani autarchici al Coamit Corporativo Centrale
november 1937.

2% BARRERA, E., SAN ROMAN, E. Juan Antonio Suanzes, adalid de la
industrializacion in GOMEZ MENDOZA, A, (ed.)De mitos y milagros. El Instituto
Nacional de AutarquisBarcelonalJniversitat de Barcelona, 2000, page 36

237 “[...] la necessita assoluta che, in tale ipotetitte le energie della Nazione, tutte le
forze della produzione siano dedicate alla necasdella guerrd, |.R.l. Archive,
Numerazione Nera, Documento 4130, ACS, Fondo |.RNumerazione Nera, b. 81,
Relazione riassuntiva dei piani autarchici al Caoahit Corporativo Centrale november
1937, page 2.

238 “[...] Tale evenienza, non soltanto deve consentirao usforzo produttivo
oltrepassante i bisogni nazionali, ma fa anche amai notevolmente Iimportanza
dell’elemento costo che, in una autarchia normaleye essere adeguatamente valutato,
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There is no doubt that thealutaria type of autarky is the one that Italy
applied during the second half of the thirties, ibeipg with the sanctions of the
League of Nations after the invasion of Abyssifihis autarky was a response to
the problems created by international isolatiortangent with internal economic
planning to pursue national independence in seciss considered important
during the period of normal autarky. Furthermobe €orporazionialso provided
some plans to foster national production in caserérgency periods® during
conflicts of war for example. This special situaticequired special attention for
some sectors of military production that are esakfar production during war time
(for example, the production of Chlorine in the @heal sector), while during peace
time they have no importance at all.

The above mentioned different types of autarky, thed degrees, would not
have been mentioned by scholars if not for San Ror@n the other hand, the
opinion of scholard® who wrote about the autarkic policy of First Fraisen before
her, as the one aftét' agreed that the Spanish government decided oh (wta
valutaria) autarky, at least during the First Francoismqekrand that this idea was

copied by the Italian policies of Fascism.

mentre in una autarchia di guerra non ha altri ltimche quelli della quantita di materia
prima disponibile e delle possibilita finanziari@zionali [...]",1.R.l. Archive, Numerazione
Nera, Documento 4130, ACS, Fondo I.R.l., Numerazibliera, b. 81Relazione riassuntiva
deifig\ni autarchici al Comitato Corporativo Centeanovember 1937, page 2.

I.R.l. Archive, Numerazione Nera, Documento 4130, ACS, Fondo |.R.l.
Numerazione Nera, b. 8Relazione riassuntiva dei piani autarchici al Coabit Corporativo
Centrale november 1937, page 2

240 5ee ROS HOMBRAVELLA, J., CLAVERA, J.Capitalismo espafiol: De la
autarquia a la estabilizacion. 1939-199@adrid, Cuadernos para el Didlogo, 1978, VINAS,
A., Guerra, Dinero, Dictadura. Ayuda fascista y autai@uen la Espafia de Franco
Barcelona, Editorial Critica, 1984, COMIN COMIN, ¥.MARTIN ACENA, P., Historia de
la empresa publica en Espafiadrid, Espasa Calpe, 1991, COMIN COMIN, F., MARTIN
ACENA, P.,El INI: 50 afios de industrializacion en Espafadrid, Espasa Calpe, 1991,
CATALAN, J., La economia espafiola y la segunda guerra munBaicelona, Ariel, 1995.

241 BARCIELA, C., LOPEZ, M. I., MELGAREJO, J., MIRANDAJ.A., La Espafia de
Franco (1939-1975). Economidadrid, Sintesis, 2001, BARCIELA, C. (edAutarquia y
mercado negroBarcelona, Critica, 2003, COMIN COMIN, F. Y MARTINCENA, P., La
politica autarquica y el I.N.I., in SANCHEZ RECIG,, TASCON FERNANDEZ, J., (Eds.),
Los empresarios de Franco. Politica y economia spaBa, 1936-195Barcelona, Editoria
Critica, 2003, page 23 y ss, MOLINERO, C., YSAS, . régim franquista. Feixisme,
modernitzaci6 i consens2? edicion, Vic, Eumo Editorial, 2003, CARRERAS,, A.
TAFUNELL, X., Historia econémica de la Espafia contemporgnBarcelona, Editorial
Critica, 2003.
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Ballester6*? agrees with these opinions and says that for Ssatie total
control of the economy was always necessary: duwag periods to safeguard
national independence and in peace time to cotitedirade balanc&?

For San Romaéfi** the autarky pursued by Spain during the Frangmsod
was of the partial type, whose aim weaseléctive control of the imports to buy
technical goods important for the creation of tlaional industry and in this way to
safeguard economic independeht® combined with a total autarky period at the
beginning of First Francoism.

In general terms, the hypothesis of the existericéghe total autarky is
completely accepted by scholars, who argue onlytabow long it continued,
whether from the beginning of First Francoism utiié end of the Spanish Civil

War, or from World War Il, or ending in the fifties

2.5- Autarkic policies of the First Francoism arue t
origins of I.N.I., 1941-1959

As we have seen, the economic consequences of itee World War
resulted in severe imbalances in the economies ubdean countries, and the
effects of the crisis of 1929 further exacerbatedsé problems. The European
countries responded to these new problems usirfgrelift types of economic
policies, such as the spread of socialism in Easteurope, the creation or

242 BALLESTERO, A.,Juan Antonio Suanzes 1891-1977. La politica indalstte la
posguerraleodn, LID, 1993, page 99

243 BALLESTERO, A.,Juan Antonio Suanzes 1891-1977. La politica indaistte la
posguerraleon, LID, 1993, page 99

% BARRERA, E., SAN ROMAN, E.Juan Antonio Suanzes, adalid de la
industrializacion in GOMEZ MENDOZA, A, (ed.)De mitos y milagros. El Instituto
Nacional de AutarquiaBarcelonalniversitat de Barcelona, 2000, page 36

245 “[...] en un control selectivo de las importacionesgpadquirir los bienes de equipo
imprescindibles a la creacion de una industria poda y garantizar asi la independencia
econdémics BARRERA, E., SAN ROMAN, E.,Juan Antonio Suanzes, adalid de la
industrializacion in GOMEZ MENDOZA, A, (ed.)De mitos y milagros. El Instituto
Nacional de AutarquiaBarcelonalJniversitat de Barcelona, 2000, page 36-37
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strengthening of mixed economies, or the use arlytpolicies and state control of
economies, especially in Southern European cosnirieluding Italy and Spaift®

In the case of these two countries, the historjlgyapoints out that the
choice of economic policy was also taken with cdesation to ideological reasons,
for which the nationalization and the creation tht&-owned companies were the
means to obtain political goals of domination aational superiority.

At a European level, we observed a general tendenogspond to the crisis
of the capitalist system of 1929 through the insegpresence of the state in the
economy. Italy and Spain responded to the crisisharing the methods and goals
to be achieved, generically referred to as FasBist.while for Italy there was the
certainty of being able to apply this term, for Bpthere is still an open debate
regarding the nature of the government, whetheni fascist ofascistizzatg*’

Those scholars who argue that the Francoist regvae not of the fascist
type tend to emphasize issues such as the conguestver through arms rather
than the nature of mass movement or the smallacterded to th€alange and on
the other hand the social power of Catholicism. Buis also true that évery
successful movement must come to terms with thecalotraditions and local
economic conditions. It is not realistic to exp#tat individual national fascisms

should show strong characteristics of uniformit{?”

246 TONINELLI, P.A., (ed.),The Rise and Fall of the State-Owned Enterpris¢ha
Western world Cambridge, Cambridge Univeristy Press, 2000. 8se JAMES, H.,
TANNER, J.,Enterprise in the Period of Fascism in Eurgppddershot, Ashgate Publishing,

2002

247 see THOMAS, J. M.L.a Falange de Franco fascismo y fascistizacion leregimen

franquista, 1937-194%arcelona, Plaza Janés, 2001. Thomas argues that Bad already
looked at the Italian experience for some years;opinion is confirmed by the fact that the
Camera de Comercim Bilbao asked a copy of I.R.l. Statute Act of3B9in a period that
was not of fascist type; see also DI FEBO, G., MORQFascismo e franchismo. Relazioni,
immagini, rappresentazioniSoveria Mannelli, Rubbettino, 2005, SAZ CAMPOS, |
Fascismo y franquismd/alencia, Universidad de Valencia, 2004. Forabgl vision of the
theory of Fascisms, see COLLOTTI, Hrascismo, FascismiMilano, Sansoni, 2000,
EATWELL, R., Fascismo, verso un modello generaRoma, A. Pellicani, 1999, DE
FELICE, R.,Fascismo, antifascismo, nazione, note e riceréh@ma, Bonacci, 1996, DE
FELICE, R.,Bibliografia orientativa del Fascismdroma, Bonacci, 1991, WOOLF, S. J.,
Fascism in EuropeLondon & New York, Methuen, 1981, CASALI, LEranchismo. Sui
caratteri del fascismo spagnglBologna, CLUEB, 2005.

248 EATWELL, R., 1999, page 54.
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These arguments emphasize important points, bgfefaio mention that
there also existed similarities among the typefasfist regimes. From a theoretical
point of view, for example, Italy and Germany shio@w important violence was as
a methodology used to eliminate opponents of thhemes, and how big the failure
was of the members of the elites in power to stagh violence. In other words, we
can say that there existed many elements of sityilasuch as the idea of
nationalism and the hostility towards the basicugeal defended by the liberal
democracies. Nor can we ignore the similaritiesvbenh Francoism, the Estado
Novo of Salazar and Italian Fascism, such as amircunist ideology, the creation
of corporate forms of state, paramilitary organaa and the collaboration between
the state and the Catholic Church.

It could be argued that this second approach lgads,certain extent, to a
general theory?® of Fascism. It seems in fact to support the emisteof two basic
types of Fascisms, a German one and another one characteristic of Italy and
the Mediterranean regions. However, the most releaspect of this approach is the
idea that among these Fascisms, where the terrhecased in plural to include the
two types mentioned above, the differences outwtighsimilarities.

Nevertheless, | agree with Roger Eat@8lvhen he speaks of the existence
of an international dimension of fascism, sinceubgy nature of this ideology is to
be absolutely national, where the characteristatui@s of the superiority of the
culture of the country are exhibited with supeviatierms and highlighted and
enhanced by the collective imaginary. It is prdgighe nationalistic trend that
would let us believe that the fascist regimes werielinked to each other, while it is
precisely the conceptualization of this nationalistend that identifies the common
feature, as it was with the ideologies of the dtaland Spanish fascist regimes.

However, it is not my intention to enter the acasedebate as to whether
the Franco regime was a fascist regime or simggsaistizzatpsince in both cases
there is an emphasis and support of the theorytllealtalian regime’s ideology was

involved, as the source of inspiration or with arendirect influence, in the decision

249 The general term of Fascism has to be understsod general form of political

organization. See EATWELL, R., 1999, p. 55.
2O EATWELL, R., 1999, page 9.
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taken by the Francoist regime to createlttstituto Nacional de Industrié.N.I.),>*

a decision process which | aim to elucidate with magearch. The authdré who
have studied this institution agree that thgtuto per la Ricostruzione Industriale
(I.R.1.)*%has been the reference model.

[.N.I. is considered an important element in th&addc policies which the
Spanish government wanted to implement after tlieoérihe Spanish Civil War in
1939. Indeed, despite the various debates andibgephkints between the scholars
of First Francoism, which | will discuss in moreptle later on, they agree that there
were three fundamental laws with which FrancoistiSpgounded its industrial
autarkic policies:

- the law for the Protection of the New Industry M&tional Interest,
introduced on the 34th of October 1¥39which had the objective of exercising
control over the creation of new industries, or titesfer of ownership of existing
ones through the authorization granted by the Nfyisf Industry and Trade. In the
same law, there was a paragraph that indicatedhbgtercentage of ownership for
foreign companies could not exceed 25% of the Spatompany’s capital in which
they intended to invest. The goal of this paragnaph to prevent foreign investment
in the national market in order to keep the Spamsbnomy independent from
foreign countries’ influencé®®

- the law of Management and Defense of the Indétryf the 24" of
November 1939, about financial help to be grantedhe industries of national

251 COMIN COMIN, F., MARTIN ACERNA, P.El INI: 50 afios de industrializacién en
EspafiaMadrid, Espasa Calpe, 1991.

252 SAN ROMAN, E., in GOMEZ MENDOZA, A., (ed.), 20066AN ROMAN, E.,
1999., COMIN COMIN, F., MARTIN ACENA, P., 1991, COM COMIN, F., MARTIN
ACENA, P., 1991, SCHWARTZ, P., GONZALEZ, M. J., 87

23 MINISTERO DELLINDUSTRIA E DEL COMMERCIO, L'lstituto per la
Ricostruzione Industriale, I.R.I. Vol. Il Origini, ordinamenti e attivita svolta(Rapporto
Saraceno), Utet, Torino, 1956, MINISTERO DELL'INDUSIA E DEL COMMERCIO,
L'lstituto per la Ricostruzione Industriale, I.R-I\Vol. | and Il, Utet, Torino, 1955

254 y : : .

Ley de Proteccion de las Nuevas Industrias derdst&lacional, published on the
Boletin Oficial del Estadon the 25th of October 1939.

255 pefence against foreign influence was one of tlestrdesired goals of Suanzes. See
BALLESTERO, page 115.

256 Ley de Ordenaciéon y Defensa de la Industria, ghbli on theBoletin Oficial del
Estadoon the 15th of December of 1939. This law was lipotated in the regulation
published on the 1940.
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interest. This decree had two important effectfurither delimited the possibility of
investment of the economic agents in the marketrighte companies and to foreign
investment in the Spanish enterprises, both alréadted by the law of 1939;

- in 1941 the law creating I.N.l. was promulgatethich ended the process
of creating the Regime’s new industrial policy, aadpecially determined the
economic and industrial areas where private econagents were excluded or
authorised.

Thus, chronologically speaking, I.N.I. was the lashge of a formative
process of the economic policies of Francoist Spand was the most important
economic agent in the first twenty years of FraseoiFor this reason, shedding
light on the characteristics of this Institute eieabus to better understand the
historical period in which it acted and the idegldpat permeated the Spanish
company.

Defining the institution will bring new and sigrént data regarding the
economic policy of the first twenty years of Fraisoo, until 1959, to the debate that
is still open on the reasons behind the choice h&f s$elf-sufficiency policy
implemented by the government; that is if this lh@&n a voluntary choice or the
consequence of a situation, from an economic anditigadb point of view, from
which Spain could not get out if not by taking fyegh of economic control.

The need to implement new research on L.N.l., wbtlrer authors have
already studied the institution, is born from ttaetfthat this was regarded as a
typical Spanish experience, while, in truth, it hade considered under the spell of
a broader and more international context, espgciaith reference to the Italian
experience of I.R.l., whose statute law of 193Glésrly the most pertinent evidence
of this connection because the Italian statute Weag translated into the Spanish
language and used as a statute for the establistohtre Spanish institutiof?’

But, reading the opinions of the Spanish scholagsd are confined to a very
theoretical comparison about the similarity betwdélea two institutions, so their

opinions are not supported by significant and imcorertible data.

257 For the similarities and differences between tteuse Laws of |.R.l. and I.N.l. see
Introduction — in the paragraph The Statutes Acisomparison
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It is precisely for this reason that | consider toenparison between the two
institutions regarding organizational and finan@al innovative, and it can help to

give answers to the questions that are still open.
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Chapter 3

The Spanish State-owned Companies, the I nstituto Nacional

de Industria and its Financial Statements

3.1 History of the State-owned Companies in Spat2- History of the
State-owned Companies in Spain - 3.1.1 - Reales Fabricasand their
evolution (1700-1833) - 3.1.2 - From tikeales Fabricago the Spanish
Civil War — 3.1.3 - The Spanish Civil War and Frasooi- 3.2 The
Financial Statement Analysis of I.N.I. features.2.B - The Third Owned
Companies’ Shares of I.N.l.— 3.2.2 - The beginnifd.N.l.: the plans of
developments for the Groups of National Interestsl the Groups of
Production — 3.2.3 - The Investments and Produdiipi®ectors of I.N.I. -
3.2.4 - The Return on Equity Ratio and the Costsrotigction - 3.2.5 -
Company Independence: The Internal and External$=ahtiN.I.

This chapter initially traces the history of staiened
companies in Spain, from tHeéales Fabricaso the creation of
I.N.I., then it introduces the Financial Stateméutalysis of
I.N.I. The latter is at the core of my research eggtesents the
most significant contribution to the ongoing debatd.N.1.

Then | carry on the analysis of the characteristifckN.I.
through the principles of the Financial Statementlfsis and,
more specifically, by calculating the Ratios Index®

I will present the elaboration of 4 ratios that expression
of the most significant data to achieve the goal oy
investigation. | selected them on the basis ofsihglarities and
differences between I.N.I. and |.R1,as well as because they
are expression of the characteristics of I.N.I. ustdal and
financial policies: for example, the Return on EgyR.O.E.§*°
and the percentage of Internal and External Fimgnare crucial
to understand the degree of independence of thearmyn

28 5ee Methodology in Introduction and Methodologynar.

29 5ee Methodology in Introduction and Methodologynar.

%0 The ratio R.O.E, Return On Equity, expresses Hilityato generate profits, and it can
be measured by the Profit related or to the Shédehe Capital or to Shareholder’s Equity.

87



This approach helps conduct a more exhaustive sisaty
the policies implemented by I.N.I. over tiffé and it will help to
carry out a more exhaustive analysis of the masratieristics
of the policies of the Institution from 1942 urit®59.

3.1 - History of the State-Owned Companies in Spain

During the XVIII century, Spain began its police§ mublic enterprises
inspired by the already existing experience of Eeamdeated by Colbert a century
before, and applied by other European nations wlighng that period, had already
adopted the French experience, although the outoohethe creation and the
development of the public enterprises had differemtcomes depending on the
period of time and countrdf? The goals of these enterprises, at least for $pain
were not only of an economic nature, as subordit@athe increase of the power of
the natioA®® but also to show off the prestigious power of 8manish nation, in
terms of industrialization and self-sufficiencytbé most strategic productions.

This is considered as the first experience for spaih respect to the use of
public enterprise, while the second, also in teohshe different character of the
institution, had been I.N.1%°

From the first experience to the latter passedratdwo centuries and the

public intervention of the State, as owner of comgs, presented different

%11 will calculate the same indexes for I.R.I. irapter 4, and in chapter 5 | will present
them in a comparative framework.

%2 COMIN, F., MARTIN ACENA, P., Historia de la empresa publica en Espafa
Madrid, Espasa Calpe, 1991

2653 HELGUERA QUIJADA, J., LaReales Fabricasn COMIN, F., MARTIN ACENA,
P.,Historia de la empresa publica en Espafadrid, Espasa Calpe, 1991, page 61.

24 HELGUERA QUIJADA, J., LaReales Fabricasn COMIN, F., MARTIN ACENA,
P.,Historia de la empresa publica en Espaféadrid, Espasa Calpe, 1991, page 61.

255 See SEGURA, J., (dir), La empresa publica en BEsgaAPELES DE ECONOMIA
ESPANOLAN.38, Madrid, Fundacion Fondo para la Investiga&conomica y Social, Obra
Social de la Confederacion Espafiola de Cajas dard$01989, COMIN COMIN, F.,
MARTIN ACENA, P., Empresa publica e industrializacion en Espafadrid, Alianza
Editorial, 1990, COMIN, F., MARTIN ACENA, P.Historia de la empresa publica en
Espafia Madrid, Espasa Calpe, 1991, COMIN COMIN, F., MARTACENA, P., La
empresa en la historia de Espafdadrid, Civitas, 1996, COMIN COMIN, F., MARTIN
ACENA, P.,Los rasgos histéricos de las empresas en EspafipanoramaDocumento de
trabajo 9605, Madrid, Fundacién Empresa Public8619
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typologies depending on the intensities of its @neg, thanks to which it is possible
to identify 4 different sub-periods:

1. At the beginning, during the XVIII century, tHeeales Fabricasvere
used as the instrument to enhance the politicaltagipn of the nation
and reindustrialization of the country. The aimssped by the creation
of the Reales Fabricasvere many and varied, spanning from goals of
political and economic strategies to special sdaterests.

2. During the XIX century, the public enterprises suéfd a loss of
importance, that lead to the privatization of sashéhem, although this
did not involve all the public enterprises. In fatie Ministry of Treasury
opted for keeping ownership of some of the alreadisting Reales
Fabricas and, in some cases, hew ones were created to maauage
properties and State Monopolies.

3. At the end of the XIX century until the beginnin§tbe Spanish Civil
War the aims of protectionism and the interest atiamalist polices
found in theReales Fabricas good instrument to pursue nationalistic
economic policies. These policies lead to strongtrests between the
politicians and the entrepreneurs that were agdhest existence. To
settle these disputes some limitations were inteduo their expansion
and some of them, together with state monopoliesewiven to private
management by contract.

4. Under Francoism, from 1939 to 1975, the policiepuablic enterprises
started under a different point of view and the rablic enterprises
were State-Owned Companies. During this period ntéhe role of I.N.I.
was to be the *hospital’ for business companies situation of economic
bankruptcy. During this long period of time did nmtesent the same
characteristics regarding the S.O.E.’s and thepartance. In fact, there
are 3 sub-periods in which the importance, the avlé the goals of the
S.0.E.s differed, and these correspond with tharkigtsub-periods:

a) The first sub-period coincides with the post-wariqu from
1940 to 1959, during which they began the constracof an

autarkic economy: the effort of industrialization nda
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interventionist spirit created abundant and impurtgublic
companies in basic industries. The institutionhi$ hew unifying
concept of public enterprise was tHastituto Nacional de
Industria (I.N.l.), which under the leadership of Juan Amton
Suanzes, its first president from 1941 to 1963umsesl an
important role in the promotion and developmenth&f Spanish
economy, which had suffered destruction by the IGNar*® to
address in the immediate post-war period the rénaet®on of the
capacity of production, not only of the industrsactor, but also
of other productive sectors. Then by the end ofS3aeond World
War, to cope with the difficulties created by theernational
embargo and some internal policies applied. It @easctly during
this period that I.N.l. was used as tool for indiastpolices of
autarkic nature and as the instrument in contrast the
inefficiency (real or hypothetical is not the issuere) of private
industrial business to promote and improve indakzation in
Spain. At the same time, some of the previous pubdirvices
contracted to private companies were nationalized.

b) During the second sub-period, from 1964 to 197@, $hO.E.s
were relegated to the role of subsidiary. From 19&th thePlan
de estabilizacibhnew economic policies were implemented and
affected even more the role of the S.O.E. opening u
opportunities for private enterprise to enter in@w~ sectors of
business activity, giving to the public enterprigée role of
complementing and supporting private enterpriseegng with
their business sectors abandoned or neglectedebgdimpanies
of private capital. The new economic idea attridute the
S.0.E.s was to create economic activities in tteoeas in which

they were not competing with private initiative,dansually the

%0 5ee CATALAN, J. 1999, for the debate about the agerand destruction made during
the Spanish Civil War, FONTANAI,,(ed.), 1986, TUSELL, J., 2007.

90



absence of private business activities in theswosewas due to

several reasons, such as:

the business did not offer any more benefits topames that
already existed (such as for the railway sector);

they were activities that required large investraenttangible
assets with a long period to earn remuneration h(sas
electricity and steel sector companies);

for their strategic role in the national economyc{s as
networks and mass media), or for the defence ottumtry
(military production);

innovative activities, or that used advanced tetdgy and

high capital investments.

5. The last period begins in 1970 with the Transitp@riod in Spain and

ends around the mid-eighties. During the decadinefseventies, 1.N.I.

and other public enterprises were used as an mstrt of industrial

policy, with the purpose of re-industrializationdaas counter-cyclical

support in order to maintain a stable labour markéter this period,

there was a tentative of returning to it the imaonde in the Spanish

economy, giving it greater autonomy of action antgating the image

of a return to an excessive public sector in th@nemy introducing rules

of private-business as the criteria that 1.N.l. iddohave undertaken

managing its businesses.

3.1.1 - TheReales Fabricasand their evolution (1700-

1833)

The first stage in the evolution of the public ca@np in Spain in the

eighteenth century is, as said, detectable inRbales Fabricasspread over the
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territory, which can be considered the ancestothef modern concept of state-
owned companies in Spain. It is now generally aszbthat theReales Fabricas’
constituted in Spain the first tool used to crgaiblic enterprises, and represented
the most remote of the industry of modern conceptioat will make its appearance
in the Spanish system only after the Civil War ehde 1941, with the creation of
I.N.I.

It is true, they were a form of industrial entesgrispecific of the eighteenth
century, because they were unable to suf¥ivthe changes in economic policy
which occurred with the advent of the Liberal regim the nineteenth century. Nor
were theReales Fabricaa peculiarity of Spain in the eighteenth centaiyjn other
European countries too, the State proceeded tardation of public industries in
imitation of the FrenciManufactures Royalegreated by Colbert in the second half
of the seventeenth century.

In order to understand accurately the specifioityhe Reales Fabricasve
must think of them in the global context and relladg¢h to the historical European
industrial policy. In Spain, they were created Igfife \**° in order to solve the
industrial backwardness of Spain and the total neégece on foreign manufactured
goods.

The goals pursued by Felipe V, in fact, not onlgpended to economic
needs, but aimed, above all, to strengthen thdigeeand power of Spain abroad,
offering an exemplary image of the powerful andejpehdent economic productive
ability of the country, to impress the contemporalpgerver in European competitor
countries.

It is therefore clear that economic goals werethetultimate goal, but they
were clearly subordinate to the strengthening atespower. The goal of self-
sufficiency in manufacturing, and especially, inagggic military importance, later
carried on what can be called a nationalist andrhiat policy.

The two main goals that the government is imposiity its own specific

policy of re-industrialization are:

%7 The State intervention in these Companies was rogdkfferent kind of typologies
28 The only exception the military industries.
269 Nephew of Luis X1V, and the head of the new Boibatynasty
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a) the increase in tax revenue, increasing thecodn of direct taxes which
burdened the manufacturing sector

b) to decrease the deficit of trade through theeltggment of import
substitution industries products.

To achieve these many different goals, the Govemirapplied five main

groups of economic policy measures:

1) Customs Protectionism, to reserve the domestcket and colonial
products to the domestic industry;

2) Measures to promote the technological developrokeSpanish industry,
which was one of the main problems of lack of madanpetitiveness;

3) Measures aimed at eliminating social prejudigaimst manufacturing
activities, up to the issue of the Royal Orderlod 18 March 1783, in
which all production activities were legally de@d;

4) Restriction of the privileges of trade union manations, which hindered
the growth of urban industries as such claims teénabe expand the
freedom of labour and production, so that manufactucould adapt
flexibly to changes in demand,;

5) Measures of stimulus and support for privatéatives in the industrial
sector:

a) the granting of tax exemptions and temporaryapotfistic privileges,
b) official credits and interest-free grants,
c) ease the supply of raw materials and energyyatsd

d) the award of honorary degrees with charactexoéptionality.

All these incentives were granted individually, iehin the second half of the
eighteenth century tended to generalize to all rfzenturers of a particular branch of
production that presented specific requiremenes ttalled the Sector Development
Plan.

However, this broad and generous array of proteisiomeasures and
indirect stimulation of private initiative could nhde sufficient to promote the
creation of new industries in specific sectors @graphic areas.

In this case, the Government entrusted the Stdte ttve role of subsidiary,
when the response of private enterprise was inadeqgand slow. The State
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managed the industrial companies, created many ipdioistries, and in other cases
took on private firms in crisis, to prevent thextiaction, and transformed them into
public enterprises.

All these circumstances and the influence of therirentionist practices of
French mercantilism, can explain the appearanc8pain of these new types of
industrial companies namé&kales Fabricas

This category includes all the industries in whitlere was any type of
public intervention, although there exists, withinis concept, three different
business types:

- 'Privileged’ private enterprises, to which thied<had given this name as
purely honorary, and that had been founded by f@igantractors whose cargo was
entitled to both funding and management of the saumié&e the State reserved the
right to the quality of production;

- Companies with mixed commercial characteristmganized under the
corporation, where the State had a minority, bghificant quots® of the social
capital, which enabled it to obtain a high degréeamtrol and management of the
enterprise assets;

- Reales Fabricasn the strict sense, which are identified by ti&especific
aspects:

1c) the first is that they were public companiesated at the initiative of the

State, whose financing fell entirely to the Royainidtry of Finance,
whose administrative and economic management wagséed, in most
cases, to government representatives. So, theegrdagree of public
intervention differed from the privileged privat®nopanies and joint
ventures that had the same designation;

2c) in the second place, they were all made ofcgiras and concentrated

with a high degree of vertical integration. In faitte main steps of the
production process were carried out in large, tedlabuildings

constructed or adapted expressly for this purpadere an enormous

2’0 The quotes were between 10% and 40%.
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number of craftsmen forming large industrial cotmiwere working
together;

3c) and the last were the ones exclusively invivemanufacturing, with a

low level of mechanization and dominance of thésanal labour, with
limited and imperfect development of the divisidnwork phases, and
organization of work activities.

The Reales Fabricaiad the characteristic of industrial concentratiout
this was not due to technological exigencies dnrtexal applications, but responded
to the need for tight quality control on productiand imposing strict discipline on
the workers.

The productive orientation of tHeeales Fabricass a criteria that helped to
divide the sectors in which they were more preséimére were 5 major groups: the
luxury companies, military production, companies ichh were bound to the
exploitation of monopolies, pilot industries, aReales Fabricasound to social
assistance. The first three groups of industrie®wese most directly related to the
State as it was one of the main customers, or lBec#luey were the natural
application of some traditional prerogatives of Btate, while the pilot industries
were those which corresponded to a modern developpadicy. The groups created
for social assistance consisted of small craft stiikes for whom the economic goals
were secondary, since their creation obeyed thexiitins of social policy in favour
of the marginal classes of the society.

From the micro-economic point of view, tfieales Fabricadailed in the
role of industrial enterprises. Their lack of ecomo efficiency is attributable to
several factors including:

The geographical position, usually isolated forusig and secrecy purposes,
created great difficulties in the availability aodsts of the supply of raw materials
and generated high transport costs for inputs aungputs, which influenced
negatively on their efficiency.

The structure of th®eales Fabricaswhere the disproportionately large size
of its facilities and buildings (poorly functionah the one hand, and ostentatiously

magnificent cathedrals on the other), with low lewvaf mechanization and division
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of labour, considerably increased the fixed codtsprduction. This situation
generated diseconomies of scale with a negatieetedih their economic efficiency.

The management of tHeeales Fabricasand their organization, played an
important negative role in both economic and martufing aspects. It was
generally organized in a two-headed managementtstey At one head was the
economic and administrative direction, and the rgenavas representative of the
government, who too often lacked training and elgmee to carry out this
charge®™* while the technical direction, the second headhef organization chart,
was given to a expert in the production carried wuthe Real Fébrica This
situation raised misunderstandings and clasheghnihfluenced negatively on the
production and organization of tReales Fabricas

These were important factors that influenced negbtion the theReales
Fabricas but the market was the main cause of their failihe decisions about the
production, in both quantity of output and typolpgsas done without preparation or
market research, deciding, under the spell of dea,i that the offer would generate
its own demand’® This situation generated the accumulation of qtiast of
finished products with no commercial release, whpghriodically needed to be
cleared, by lowering the prices of sale or orgamgzexport trade to America,
reducing the profits from the sales of these prigluc

Furthermore, the lack of economic rationality ie fricing policy worsened
the situation. In fact, the prices of the output dot take into account the production
costs, but took as reference for their determimatiee foreign companies prices,
mainly French, with the same production. In this/whe prices were estimated on
the base of the internal costs of production, buthe basis of the other companies’
costs. Furthermore, the goods were sold in diftererarkets, with different
consumer preferences, therefore the determinatfotheo prices was completely
outside of any rational estimation.

The difficulties of marketing maintained tReales Fabricagn a permanent

crisis of overproduction and decreased their chmmeself-financing. In fact, in

?"' See COMIN, F., MARTIN, P., 1991
22 5ee COMIN, F., MARTIN, P., 1991
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many Reales Fabricashe sales did not even cover half the costs oflyrtiorf’®
The financial situation of deficit of tHeeales Fabricasnade it impossible for them

to survive without subsidies from the Ministry afeasury.

3.1.2 — From th®eales Fabricaso the Spanish Civil War

From the late 19th century to the Primo de Rivécgatbrship?’* Spain lived
through a modest revival of protectionist and malst ideologies, as it was for
Europe, and increased their importance during ir& World War and under the
dictatorship of Primo de Rivera.

The development of State intervention was stronigersome sectors,
especially in banking and in the establishmenisafal monopolies, and it increased
during the First World War and the Primo de Riveidatorship.

Since the last decades of the nineteenth centprggressive transformation
in the conception of the State and the equilibrammong its powers with respect to
the economic and social development when new nessisd into economic, social
and political areas occurred. The public enterprsee of the tools of this new
interventionism, was subsequently affected by thanged conception of the
functions assigned to the State so that from predotpublic services in absence of
private investment, the public enterprises andStege became the most important
actor of the economic policies.

The interior political problems and the conflictm@ng the groups with
different economic interests stopped or reduceteStetivities during the Primo de
Rivera Dictatorship, from 1923, whose idea aboatdhonomic organization of the
State was that the latter had a role of leadershiys role was facilitated by the

concentration of powers established by the dicsatpritself and justified by the

"3 See COMIN, F., MARTIN, P., 1991

27" See RIAL, J.Revolution from above: the Primo de Rivera dictship in Spain, 1923-
1930 Fairfax, George Mason University Press 1986, BE, S., Fascism from above: the
Dictatorship of Primo de Riverain Spain, 1923— 098®xford, Oxford University, Press,
1983.
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failure of private enterprise, which was not aldeptace the country among the
economic powers of Europé&

During the Primo de Rivera Dictatorship two maieatn of ideology

intervention were developed:

a) Several projects aimed at creating infrastructusesh as road and
railway, implementing them according to the needsaied by
economic development

b) Promotion of the policy of industry regulation, tiviwhich the
dictator claims to modernize the industry througtocpsses of
concentration, in order to eliminate internal cotitfma, the crisis of

overproduction and the mini landlordism business.

Despite the industrial sectors agreeing about safulness of such a process
of concentration, however, they disagreed aboutthenethis had to be realized
under State control. In their opinion, excessivervention would numb the private
initiative and the progress of industfyand they preferred that the State limited its
intervention in those areas where the domesticsinguvas not present.

3.1.3 — The Spanish Civil War and Francoism

While during the Spanish Civil War the decision®@bproduction and the
involvement of the State were influenced by theeptional circumstances, a sharp
change in trend was seen at the conclusion of thié\War. The public enterprises

spread across Spain as across all Europe, wheyenvdre again accepted and with

25 BEN AMI, S., Fascism from above: the Dictatorship of Primo deeRa in Spain,
1923— 1930 Oxford, Oxford University, Press, 1983, GONZALEZALLEJA, E., La
Espafia de Primo de Rivera: la modernizacién autoidt 1923-1930 Madrid, Alianza
Editorial, 2005, TAMAMES, R.Ni Mussolini ni Franco: la dictadura de Primo devera y
su tiempo Barcelona, Planeta, 2008, TUSELL, la dictadura de Primo de Rivera y la
Segunda RepublicaBarcelona, Folio, 2009, BEN AMI, SEIl cirujano de hierro: la
dictadura de Primo de Rivera (1923 - 193Barcelona, RBA, 2012.

2’® TORTELLA, G., El desarrollo de la Espafia contemporanddadrid, Alianza
Editorial, 1994.
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them the idea that the State could act as an eatrepr, even in competition with
private enterprise.

Of all the historical stages of State interventamd of public enterprises,
this was the most important because it meant thgansion under the legal figure
of the state joint-stock companies.

In Spain, the most important public enterprisesenm of the application of
the concept of State intervention in the economyg wadoubtedly I.N.I., a key
element for the industrialization policy of the pe@gr authoritarian and autocratic
regime of Franco, but before the creation of I,Nbther previous initiatives were
adopted by the National government. At the begigmhits establishment in power
the government supported and published 2 laws ciot@r and November 1939
regarding the industrialization of Spain and thes®f the private industries and the
control of the State over some of the sectorshénsame laws, there was a special
prescription about the maximum percentage of tipitadaof the company that may
be owned by foreigners, indicating the desire of&oment to control the national
economy and the production factéf8.

In 1941, the Franco Government decided to credid. las a State-owned
Company with the aim of covering the absence ofgbe initiative in every area
where needed. With the passing of the years, Ifdceived more power and more
goals, in addition to those already defined in 194l these new aims and goals
transformed the Institute into the country's latgesnpany.

His presidency was entrusted to Juan Antonio Susrfeemer Minister of
Industry and Commerce of the first Franco goverrmienoffice from 1938 until
August 1939, and the most important president enhistory of the Institute. His
presidency lasted twenty years, the most impostaats because these were the first
two decades in which I.N.I. activities were implertezl, and under his leadership
the Institute grew in activities and importanceha national economy. Furthermore,
this was accomplished thanks to the long leadershipuanzes, meaning that was

able to keep consistent policies and managememitiss.

2’7 Other two similar laws were published 1917 and41$2e SAN ROMAN, E.
" See SAN ROMAN, E.,
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[.N.I. was an indispensable instrument for the Ecgst Regime in that aimed
to implement the self-sufficient economy and pudsugerventionist policies as a
solution to the problems created by the lack ofgig investment, and, above all, to
the difficult economic situation generated by tloatcol of prices and international
isolation.

The limited availability of some intermediate inpusuch as energy and
capital goods could have put Spanish productioa g#rious difficulties. For this
reason, in response to these needs, and to avgitutame crisis in the production
system or bottle necks, I.N.l. determined a lispobrities that the Institute had to
achieve.

The aims imposed on I.N.I. were many, some of ngereeral characteristics,
some more specific, but the main one was that ttiatbusiness should have the
character of profitability. This requirement wadraduced in 1985 and it was
indicated that this should become the only goasped by the Institute in carrying
out its activities.

To better understand I.N.lI. it is necessary to ustdad the influence of the
government on the economic decisions and the gallitileology that promoted the
creation of the Laws of 1939 and, after, of I.Nhlfact, the Institute was part of the
political environment; the purposes the Institudeeild had also responded to the
influences and pressures exerted by different amia@conomic, agents and by the
Government; the activities that the Institute @drout throughout its long life had
to be considered, including the inabilities and ithterests of social and economic
agents inside the Spanish state. The aims attdbiotet are a direct result of the
variety of pressure groups that have used theuibstio meet its interests.

This ability to adapt and respond to any interespressure from external
agents converted I.N.I. into an instrument of indakpolicy and makes it the most
important instrument to implement the economic ldgp of the Franco
Dictatorship, used also as example of the polificapaganda of the regime itself.

If the political aspects of I.N.I. have been alngadnsidered in the literature,
the analysis of the Financial statements of I.Mill help to characterize the
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industrial polices of I.N.I. with respect to thebsperiods of First Francoisit and

of the autarkic policies in Spaffi’

3.2 - The Financial Statement Analysis of I.N.hti&ges

Here | present the analysis using the ratios ofddia collected in Archives
of I.N.1. ?®'and books.

The data and ratios | use are related to the dpfeatures of I.N.I., defined
by the comparison among the Statute Acts and tlaeacteristics of its business

activities?8?

3.2.1 - The Third Owned Companies’ Shares of I.N.I.

The Statute Act of I.N.I. stated the opportunity gell the Third Owned
Companies’ Shares in which the state was not isttede and to manage - adopting
the criteria of efficiency - those companies tha¢ state considered important to

preserve®

2’9 See Chapter 2

20 5ee Chapter 2

%1 The analysis of I.N.I. features under the rulethefinternational codes will create data
that will be reliable and comparable with that d®.l. The data | will use to calculate these
ratios is collected from I.N.I. Balance Sheets frbhl. Archive, Memoria I.N.Ifrom 1941
until 1963, that, in some cases, | will integragethe elaboration of the data presented in the
published bibliography of Comin and Martin Acefid antheApéndice Estadistica of I.N.I.
or of SAN ROMAN and GOMEZ MENDOZA integrated byrse other documents from
Suanzes Archive, or | will use the one from the ksoof COMIN, COMIN, F., MARTIN
ACENA, P., 1991 COMIN, COMIN, F., MARTIN ACENA, PApéndice Estadisticd 991,
SAN ROMAN, E., 1999 GOMEZ MENDOZA, A., 2000, TORRBSLLANUEVA, E., in
BARCIELA, 2003.

%82 The selection of the indexes is based on theysisadf the features shared, or not, by
I.N.I. and I.R.I. as defined in the Introductionhile talking about the Statutes Act. See the
Methodology Annex and Introduction.

83 English translation’[...] la eficiente gestién de las participaciongsactividades a él
confiadas y podré liquidar gradualmente las pap@tiones y actividades que el Estado no
tenga interés en conservar.l,N.l. Act of 1941, Article 2, paragraph 4. Seesalthe
paragraph about the Statutes Acts in the Introdnocti
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The portfolio of companies of I.N.I. included botompanies created by
I.N.I. itself and those purchased in the markethin case of the latter, the decisions
as to whether to buy companies or not was drivertheymain goals pursued by
I.NL.I.: first, its own industrial policies whichraied at strengthening I.N.l. presence
in a specific sector, for example; and, secondfyjntention to further develop its
role as ‘hospital of companie®*

While one of the key roles developed by I.N.I. haplement its industrial
strategies was buying companies that fit into figustrial policie$® the role as
‘hospital of companies’ was peculiar, as it is pinecess of healing companies that,
for some reasons, are incapable to recover theesélom a difficult situation that,
if not solved, would have caused their defatfit.

As suggested by Schwartz, Gonzaléand Comin and Martin Aceff4 the
activity of I.N.l., as hospital of companies, caa blassified depending on the
industrial strategy of I.N.I.:

- companies strongly related to the interests kitat. had in the sectors of
each of the companies, or to I.N.I. industrial pieis,

- companies that marginally interested the indakstrategy of I.N.I., but
were related to political strategies of the Spa@strernment®®

From 1942 until 1962, I.N.I. bought 18 companiesdefault, acting as
hospital of companies. Among those 18, 12 were hiaged to respond to the

%4 gchwartz and Gonzalez called the goal of helpingpanies in default, as the
“Hospital of companies”. In this case I.N.l. orgaai its intervention to ‘heal’ the economic
and financial situation of these companies. Thisviig is also carried on by I.R.1., although
in this case it is related much more to the roleetiped by I.R.I. between 1933 until 1937.
The activity of support of companies in difficulliés shared by I.N.l. and I.R.l., and it is
specifically included in the Statute Acts as onehaf goals of the Institutions. In fact, it is a
characteristic that marks the speciality of themsgtitutions and strongly reinforces the idea of
similarities between them. See SCHWARTZ, P., GONEZ|L M. J., 1978, page 59 and ss.
See also COMIN, F., MARTIN ACENA, P., 1991, paget14

85 This is the opinion of SCHWARTZ, P., GONZALEZ, M., 1978 see page 63 and ss,
and COMIN, F., MARTIN ACENA, P., 1991, page 146

?% SCHWARTZ, P., GONZALEZ, M. J., 1978

T SCHWARTZ, P., GONZALEZ, M. J., 1978, see page 68 ss.

288 COMIN, F., MARTIN ACENA, P., 1991, page 144 and ss

29 COMIN, F., MARTIN ACENA, P., 1991, page 144 and.,sSCHWARTZ, P.,
GONZALEZ, M. J., 1978 see page 63 and ss
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Government requests and 6 were bought by initiativé.N.I. for its industrial
policies®®

In the general scheme of industrial developmeniregdy I.N.I. for Spain,
this group of 18 companies was of lesser importaasemong them there were the
12 companies that I.N.I. bought to answer to peavaétition and that marginally
interested the industrial strategies of I.N.I.,cdisnected from any I.N.I. goa¥:
and for which they did not require an importantéstment by I.N.F

This is the reason why some schdldtsonsidered that the function of
‘hospital of companies’ was only a marginal activior 1.N.1.”** Furthermore, the
scholars agreed that these companies received gacatively small part of
investments as they were not crucial for the gjfat@lans of I.N.l. during the
period between 1942 to 1959.

Scholar® usually look at the financial situation of the quamies, whether
or not they are in default, in order to considezntha purchase made by I.N.I. to
serve its function as hospital of companies.

There is little doubt that the acquisition of thenganies in default would
save them from bankruptcy, but the role of ‘heatkVveloped by I.N.I. may not be
the sole reason why it decided to intervene wheboitght the 6 companies in
default that fit into its goals.

When |.N.I. first looked at these companies, it n@ye been interested in
the use of the companies for the pursuing of ita gaals; therefore the decision to

buy them might have been a consequence of therpnefe over the ownership, as

20 COMIN, F., MARTIN ACENA, P., 1991, page 144

21 See |.N.I.Memoria 1962, page 17 cited in COMIN, F., MARTIN ACENA, R991,
page 146-147.

292 See I.N.I.Memoriag 1962, page 17 cited in COMIN, F., MARTIN ACENA, R991,
page 146-147. See also TORRES VILLANUEVA, E., inB@IELA, 2003, page 194

293 COMIN, F., MARTIN ACENA, P., 1991, page 140; SCH\WRAZ, P., GONZALEZ,
M. J., 1978 consider the activity of ‘hospital @epanies’ one of the important activities of
[.N.I. from 1943 until 1976, page 59

2%t is important to investigate this aspect as itdntroversial for the scholars, as seen in
the Background of the Research, because some eliséigat among the activities carried on
by I.N.I. there is the ‘hospitalization’ of the cpanies.

2% COMIN, F., MARTIN ACENA, P., 1991, page 140; SCH\RAZ, P., GONZALEZ,
M. J., 1978, page 59

?® TORRES VILLANUEVA, E., in BARCIELA, 2003, COMIN, F MARTIN ACENA,
P., 1991, SCHWARTZ, P., GONZALEZ, M. J., 1978
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during this period I.N.I. preferred the total orjoréy of control over the companies
in its portfolio, see Table 3. The fact that thesenpanies were in financial default
could be just another aspect that helped I.N.puisue its goals, as it become easier
to buy them from the private owners.

While, on the other hand, the 12 companies in diefawhich the Spanish
Government had special interest, were acquiredigglycto heal them. These
purchases were not useful to I.N.l.’s goals butyawl the Government, for the
externalities that the companies’ ownership woutstpce for the society’ or other
Governmental policies.

For these reason, | think that the 6 companiesuusefl.N.I. strategies may
have been bought firstly to satisfy the interest.Nfl., and secondly because they
were in default. The latter was just an aspectc¢bates in second order for I.N.I.

In my opinion to classify if the purchase of a c@anp was carried out to
develop the role of hospital of companies, we sthdobk at the usefulness of the
companies for I.N.l.’s goals: the less useful theye, the more I.N.I. developed the
activity of hospital of companies. For this reasdine activity of hospital of
companies was developed when |.N.l. bought the d2panies to satisfy the
interest of the Francoist Government.

In fact, the marginality of this group for I.N.k even more accentuated if we
compare these companies to the ones |.N.I. creatémbster the development of its
goals, from 1942 until 1962.

During this period I.N.I. created 28 companies rdeo to develop its own
goals, corresponding to 45,16% of the total comgmniThen I.N.l. saved 6
companies in default by its own initiative, anotl€r to pursue its own goals of
industrial policies, and 12 to pursue the SpanishéBhment’s interest® In 1964
I.N.I. owned 64 companies, 52 of which (81,25%)evewned as a way to carry on

its own goals.

297 COMIN, F., MARTIN ACENA, P., 1991, page 144 and ss

2% gelf-elaboration from the data in I.N.I. Archivi&lemorias, from 1942 to 1963
integrated by the one in TORRES VILLANUEVA, E., BARCIELA, 2003, COMIN, F.,
MARTIN ACENA, P., 1991, SCHWARTZ, P., GONZALEZ, M., 1978
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Table 1- Total number of companies owned (created or bgumyhl.N.1. 2%

Total
number of % with
Year Companies | respect to th¢
owned by | total of 64
[.N.I.
1942 4 6,25
1944 17 26,56
1946 22 34,38
1948 27 42,19
1950 36 56,25
1953 46 71,88
1955 45 70,31
1957 52 81,25
1959 53 82,81
1962 62 96,88
1963 64 100
Sources: Self-elaboration from TORRES

VILLANUEVA, E., in BARCIELA, C., (ed),
2003, integrated by some data from COMIN,
F., MARTIN ACENA, P., 1991

It is also interesting to look at the evolutionh@dw many companies were
created or bought by I.N.l. throughout this periskown in Table 1 . In 1950, only
8 years after the creation of I.N.I., it alreadynad 36 companies, 56,25% of the

companies it would own by 196% Of these 36 companies, 21 carried out the goals

299 gSelf-elaboration from TORRES VILLANUEVA, E., in BRCIELA, C., Barcelona,
2003, page 191 and COMIN, F., MARTIN ACENA, P., 198age 140.

30 TORRES VILLANUEVA, E., in BARCIELA, 2003 integrateby some data from
COMIN, F., MARTIN ACENA, P., 1991
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of autarky and defenc8 6 were of the military industry, 7 for the autark
program and natural resources, 7 in the transpatbsand 1 in the steel sector.

A big part of the investment of I.N.l. was directiado these companies as
they carried on its specific goals as written itite Statute Law, and in the program
for the development of the business activities Mfll planned by Suanzes.

Furthermore, there is another aspect related the@ership of these
companies and change of the understanding of Ipgslicies: the selling of 4 of the
owned companies from 1952. The first was Meera Industrial Pirenaica
(Mining sector) bought in 1943 and sold in 1952,0edn ownership was in the
minority group; then in 1954 two companies of thbefical sector:Organg
bought in 1952 and totally controlled, amtllurgia, bought in 1949 and whose
ownership was majority. The last was th@eneral Eléctrica Espafiola
(Transforming sector) bought in 1954 and sold i621%?

This is a very important change considering thatdecade of the 50’s was
the so-calledPivot Decadethe one in which the economy of Spain startedpen
up to the international market$
In fact, this period also corresponds to the changmlitics of ownership of I.N.1.,
that from the direct ownership it started to invalo in indirect ownership, see
Table 2.

1 TORRES VILLANUEVA, E., in BARCIELA, 2003, page 194

%2 5ee TORRES VILLANUEVA, E., “La empresa en la agtda, 1939-1959. Iniciativa
publica versus iniciativa privada, in BARCIELA, Ged), Autarquia y mercado negro. El
fracaso econémico del primer franquismo, 1939-1958itorial Critica, Barcelona, 2003,
page 193 and COMIN, F., MARTIN ACENA, P., 1991, paf7

%93 The change in the internal policies and the open international markets were
marked also by the beginning of new internatioe#dtion between the U.S.A and Spain, see
VINAS, A., En las garras del aguila_ospactos con Estados Unidos, de Francisco Franco a
Felipe GonzélezEditorial Critica, Barcelona 2003/INAS A., Los pactos secretos de
Franco con Estados Unidos: bases, ayuda econdmiegrtes de soberanjaEditorial
Grijalbo, Barcelona, 1981, VINAS, ARolitica comercial exterior en Espafia 1931 - 1975
Madrid, Banco Exterior de Espafia, Servicios de distuEcondémicos, 1979. For a more
general introduction to the Marshall Plan for Ewppsee MILWARD, A.S.,The
Reconstruction of Western Europe 1945-198&thuen, Cambridge, 1987
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Table 2 - Number of Companies Controlled Directig andirectly by I.N.I*%

Year Directly Indirectly Total
1942 4 0 4
1945 19 0 19
1950 37 0 37
1955 18 15 33
1963 64 19 81

Sources: Self-elaboration from COMIN, F., MARTIN EQA, P., 1991
and TORRES VILLANUEVA, E., in BARCIELA, C., (ed),
2003

If we consider the number of companies owned byl.I\hith respect to the
census of the number of companies in Spain, in 10%0rresponded to 0,45%,
while the nominal capital corresponded to 13% efttital investments in Spaift

In 1962 the census number of companies owned hy. Wiére 0,4%, while
the investment in nominal capital corresponded 466%2° representing about a
quarter of the total investment in the Spanish mtarkEven if 1.N.I. reduced its
number of companies by 0,05%, the percentage ol.liNvestments increased
11%.

These figures help to understand how important.ISf\presence was in the
national financial market, and how much financi@® I.N.l. made investing in its
own companies. The effort of the investment waeatied to the ownership of the
shares of the company’s capital, as in this way.ll.Montrolled their business
activities.

In Table 3 we can see how LN.l. invested in theiteh of its own
companies, classified by the percentage of owngrshive exclude the year 1942
in which the ownership was equally divided betwesal and minority control, the
others years the situation was different and the&esship of the majority was

clearly preferred to the other two.

34 5ee COMIN, F., MARTIN ACENA, P., 1991, page 146714
*%® COMIN, F., MARTIN ACENA, P., 1991
3% COMIN, F., MARTIN ACENA, P., 1991, page 146
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Table 3 - Percentage of Number of Companies dividgdlegree of control and Total
number of companies owned (created or bought)Nby. .

Sum % of
% Total % Majority Totz_;ll qnd _ %_
Year control Majority Minority
control
A B (A+B) C
1942 50,00 0,00 50,00 50,00
1944 29,41 17,65 47,06 52,94
1946 27,27 22,73 50,00 50,00
1948 25,93 25,93 51,85 48,15
1950 25,00 33,33 58,33 41,67
1953 30,43 34,78 65,22 34,78
1955 28,89 31,11 60,00 40,00
1957 32,69 30,77 63,46 36,54
1959 33,96 30,19 64,15 35,85
1960 32,76 34,48 67,24 32,76
1962 33,87 37,10 70,97 29,03
Sources: Self-elaboration from TORRES

VILLANUEVA, E., in BARCIELA, C., (ed),
2003, integrated with some data from
COMIN, F., MARTIN ACENA, P., 1991

These percentages of ownership of the Owned Comepame important to
understand the politics of control exercised byll.Nver the activities of the owned
companies.

In fact, even if the sum percentage of Majority didal control arises from
50% in 1942 to 80% in 1948, the highest value efwtmole period, it is important to
look at the Minority ownership, which presents @asly decrease from 50% in 1942
to 22,95% in 1962.
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Only in 1955 does it seem that the increase inaeership of total or
majority had a break, and the minority ownershignse to increase. This is the year
in which the approach to the ownership may havegbd, as seen in Table 2, and
the year in which I.N.I. sold 4 compani&$ Anyhow, we can see that the preference
of ownership for I.N.I. did not change as totalneajority ownership were still the
preferred ways to invest in the capital of the cames, that in 1962 summed up to
70,97%, even though I.N.l. accompanied this ownprgiith the indirect ownership
of 19 companies in this same year.

Both the solution of ‘totally owned’ and ‘majoriwwned’ gave the power to
I.N.I. to exercise total control over the policiesmd activities of the owned
companies. In fact, the sum of the percentage @fctiilumns A and B, shown in
Table 3, column C - ‘Sum of control’, clearly inases during the years at the
expense of minority ownership, which means thatll.Ntrongly preferred the
control over the companies in Portfolio and thedustrial policies.

This condition allowed I.N.I. to run these companiwithout ties or
obligation to respond to other stakeholders or @wjff& which is what interested
Suanzes, for whom I.N.l. should pursue the goalshef Government without
restraints of laws and taking advantage from thalifia to adapt the goals and
policies, what Suanzes understand as a typicataspéhe private companié®’

In fact, the aspect of control of the policies bé& tcompanies is confirmed
also by the balance sheet figures. If we consitat t.N.l., as said, desired to
control the owned companies in order to carry am phograms of its industrial

policies, it was important for I.N.I. that the irstment was not in Credits° but in

%97 As seen above, I.N.I. sold 4 companies from 19521955: Minera Industrial
Pirenaicg Organa Hilurgia andGeneral Eléctrica Espafiola.

%98 | N.I. Archive, “Notas en relacion a la creacignal desenvolvimiento de este
Instituto”, Memoria I.N.I. 1941 y 194%age 8 “[...Jcoartar en lo mas minimo su libertad de
movimiento.”

399 |.N.I. Archive, “Notas en relacién a la creacignal desenvolvimiento de este
Instituto”, Memoria I.N.I. 1941 y 1942age 8 and 10

3191 use the word Credits with a capital to diffeiate it from the general word credit, to
identify the Balance Sheet entrance of the Asselere I.N.I. inserted the values of the
money lent to the companies, while for the compariebecame a debt inserted in the
Liabilities. See also the Methodology in Introdoctiand Methodology Annex.
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the capital of the companies, for the power of want gives to the owner, features
Suanzes liked to reproduce in I.N.I.

In fact, since the companies were in the form ofitkd companies, the
ownership of capital was represented by the owneidiShares of the capital of the
companies - in Table 3 we have seen that I.N.fepred the percentages of, at least,

the majority of ownership that allowed the conteér the companie®?!

Graph 14 — Third Owned Companies’ Shares of l.f¢lated to the Total Assets
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Source: Self-elaboration I.N.Memorias 1.N.1., 1942 — 1959

I.N.I’s intentions to exercise control over thengmanies in which they

invested meant that the investment in shares ofdhganies had to be higher than

311 On the other hand, the minority of ownership does mean that I.N.I. could not
control the companies; for example, if the owngrshi the Shares of one company was
highly fragmented among investors, the minority evahip of I.N.l. gives control over the
company but, conveniently, investing less monepy ifie capital of the company. If this
were the case, it would surely give even more ftodihe theory that I.N.I. desired to control
the companies. See I.N.I. Archiv&jemoria I.N.l. 1941 y 1942age 66
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the investment in financing the industrial prograshshe companies using loans or
bonds®*?

This consideration is confirmed by the percentagehe Third Owned
Companies’ Shares related to the Assets, shov@raph 14°*

[.N.I. Third owned companies’ Shares are about 8%,6n 1942, at the
beginning of its activities, the lowest percentafehe period. These shares were the
values of the ownership of 4 companies, 2 of whithotal ownership, as seen in
Table 1 and in Table 3, while the other part of th&lance sheet column
corresponding to 49,36%, was formed by Fixed as€etsh and Credits.

During the years from 1942 to 1944, another entas wncluded in the
Credits section of the balance sheet: the credlitseoMinistry of Finance granted to
I.N.I. but not collected by it, while from 1945 oavd, this entry had been moved
among the Memorandum accoufitSywhere it belongs.

The percentages of I.N.l. Shares of the first tlyesrs were affected by the
presence of this entry in the Credits one, andbitild/ affect the homogeneity of the
data | present. For this reason, | elaborate th@nba sheet entries of 1942, 1943
and 1944 moving the credits of the Ministry of Fina from the Credits entry into
the Memorandum Accounts entry to generate a honemgendata.

The percentages of Shares from 1943 are alwayshitlan 60%, and for
six years are even more than 80%, and do not grasgrsteady decline at any point
within the period, although the period from 19521855 presents a slight declining
of 17%3"

On the other hand, the analysis of the Ratio hdpsonfirm that although
this period presents a break, that coincides whih lireaks we observed in the

ownership of the companies and in the politicsicda or indirect ownership, in the

%12 | would like to remember that the Shares of ThHirdned Companies is part of the
Total Assets. See Methodology Introdution and Mdtiogy Annex.

13 Here the Third Owned Companies’ Shares are relatéde Total Assets, as they are
an entry of the Assets column and it measures ¢heeptage of Shares owned by I.N.I. with
respect to the Assets column, where all the othedi are listed. See Methodology Annex
for the structure of the Assets and Liabilities.

3141 N.1. Archive, Memoria I.N.I. 1945page 139

315 As said, this period corresponds to the Pivot Becand it may mark a change in the
policies of I.N.I., as it is exactly during theseays that I.N.l. sold 4 companies during these
years. See comments to TableaBle 2and Table 1.
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steady evolution of the values of I.N.I., it canbetidentified as the turning point of
the policies of I.N.1., as this period is too shirtbe significant in the long term as
from 1956 the percentages of I.N.I. increased atga88,59%.

For this reason, looking at the percentage of ogimprof the capital of the
companies and at the percentage of the Shares @fdmpanies of the balance sheet
entry, | can say that I.N.l. preferred to investnésource into the ownership of the
Shares of the companies rather than grant loattsetn®'® to exercise control over
its owned companies and carry out industrial pslwé&hout restraints from external

influences.

3.2.2 — The beginning of I.N.l.: the plans of deyshents for
the Groups of National Interests and the Groups of

Production

The Law of 28 of September 1941 stated that I.N.I. was creatembive the
problems related to the defence of Spain and thesldement of the autarkic
economy**’ These goals were very important in the schemeewéldpment of the
Franco Regime.

To pursue these goals I.N.I. invested in severaipamies, 62 at the end of
1962 and 50 of them were involved in the sectddd.lconsidered important for its
industrial strategy*®

If, as usual, the classification of the sectorsetels of the type of production
of the companies, for example Electricity or QiN.I. did not use this classification
when Suanzes presented the strategic plan of gawelat for I.N.I. that covered the
period between 1942 to 1949.

3% It is by 1959 that I.N.l. changed its policies afiis change is reflected also in
percentages of owned Shares, that steadily dect¢age3,56% in 1963.

317 The goal of the autarkic economy is also reporéed] in some way reinforced in its
importance, by Suanzes, the President of I.N.lthan document “Notas en relacion a la
creacién y al desenvolvimiento de este Institutn”|.N.l. Archive, Memoria I.N.l. 1941 y
1942,page 6 and see also the paragraph of the Backgufithd research in the Introduction

%18 35ee Table 1
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In fact, the way I.N.l. classified the sectors imigh it was interested in
investing reflects the importance of the two goatduded in the Law of I.N.I. and
the ideology with which I.N.1. was founded and deped from 1942 to 1948"°

The elaboration of the strategic plan started #h118nd was presented at the
end of 1942 to the Administrative Council meeffigpy Suanzes and it found its
origin in the “industrial prograni®* plan of 1939 of which Suanzes was the
author?? He considered that it was imperative to have aj@ar plan, in this case
2 four-year plans, inspired by the German expedeat the four-year plan of
1936°%

In fact, the model of classification of the compmanused by I.N.l. was not
the sector of production, but it classifies the edrcompanies depending on the
importance of the companies’ production for purguis own goals and the ones of
the Spanish State: national independence, defeéhseMilitary sector production)
and pursuing the public interet.

For this reason, these are the criteria used hy. kdlclassify the companies
into Groups, not sectors of productions, in the@fyear plans, the first from 1942
to 1945, the second from 1946 to 1949.

Here the companies are listed from the least istexg group to the most
interesting one, depending of the importance of gheduction for the National

Interest of the Spanish State:

- No classification

- of Production
a. Basic production,

b. Special production,

%19 5ee I.N.I. ArchiveMemorias I.N.I, years 1942-1962

320 | N.I. Archive, “Notas en relacién a la creaciénay desenvolvimiento de este
Instituto”, in Memoria I.N.l. 1941y 1942

$21«planificacon industrial”

3225ee SAN ROMAN, E., 1999, page 165

323 5ee SAN ROMAN, E., 1999, page 163

324 |N.I. Archive, “Notas en relacién a la creacignal desenvolvimiento de este
Instituto”, in Memoria I.N.l. 1941 y 194page 7
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- No Military production but of National Intere®tf

- Transforming production for Military
a. Interest
b. Application
In fact, the 6 Groups in which I.N.I. classifiedetbompanies were named

after their correspondence to the National inte(€bup 3) but not for Military
production, to Military interest (Group 4) and fidtilitary Application (Group 5),
that was inspired by the identification of the canigs depending on the adhesion
to Military goals, and of Special (Group 2) or BaBroduction (Group 1). The sixth
group was Miscellaneous, without any classificatidhe 6 groups are shown in
Table 4.

Table 4 — Groups used to classify the companieshi®i-year term strategic plans, (1942-

1949)

Group 1 Group 2 Group 3 Group 4 Group 5 Group 6

. . No Military | Transforming Transformmg Miscellaneoug
Basic Special . . production for

. , Productions but gfproduction off v (No
Production | Production . o Military e
National Interest | Military Interest ST classification)
application

Source: I.N.I.Memorias I.N.l. 1942 — 1949

The planned investments of I.N.I. for these 6 Geowpuld have represented
51,30% of the expected total investments of theketaas shown in Graph 15. It
means that I.N.l. should have been an importanhtage the national market in
these six groups, although with important diffeeshamong the six sectors.

In fact, I.N.l. should have invested its econon@saurces in these groups as
planned, and it is interesting to see how mucthe$é¢ resources were given to each

Group by I.N.l. and how much by the Private market.

325 The characteristic for being a company, or producbf National Interest was defined
firstly by the law of November 1939. See SAN ROMAR, 1999
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Graph 15 —Percentage olnvestment of I.N.l. withrespect to the Nationals’ Investmer
(1942-1949)

[ National

I.N.I.
48,70%

51,30%

B1.N.I. % of the market D@ National % of the market

Source: I.N.I.Memorias I.N.I, 1942 — 1949

Graph 16 —Percentage cinvestment of I.N.l.and the Private investmerin each Group.
(1942-1949)
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Shown in Graph 16 are the percentage of I.N.l. sStments per Groups
related to the National Investments in the samai@&uanzes planned for I.N.I. to
be carried out.

The percentage of investment of I.N.I. is alwayeve40%, which meant it
should have been a very important agent into tliem@uy of each of these groups
for this period. The two sectors in which I.N.I. sveavesting less than 50% were
Basic production (Group 1) and the No Military puction but of National Interest
(Group 3).

Even more attention calls the percentage of thau®® that is the highest
with 100%. In this case I.N.l. was investing in gwation in which it thought the
private market did not invest at all, transformitsglf into monopolist of the sector.

Graph 17 — Percentage of planned Investment of. lilNthe different Groups respect to the
Nationals’ Investments in each group and of theiddal Investments in each
Groups respect to the Total of the National Investts (1942-1949)
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Sources: I.N.l. ArchiveMemorias I.N.l, 1942 — 1949

116



It is true that I.N.I. should have been the onlgremmic agent in Group 6,
but if we look at the same Group 6 — Miscellaneoasd we relate it to the total
investment of I.N.I. in the 6 Groups, shown in GrdY, we can see the percentage
of investment for this group was 4,15% of the tatakestment of I.N.I. - the lowest
percentage among all the groups.

On the other hand, this may be because I.N.I. contterstand its role as the
substitution of the private market and of the pvimvestment that did not care for
the interest of the countf?® This group was formed by the companies of
Communication for civil use and other similar protions. This group does not
include Communication for military, included in G 5, as it was considered of
National Interest for defense.

Group 3. which included the companies of Nationakerest but not of
Military production, received 47,11% of all the estment, although on National
terms it was the group in which the presence ofl.l\Mas the lowest, see Graph 16,
reaching 42,18% of investment with respect to th&adwal.

The investment in Group 5 — the military sectordpplication round 80% of
the national investment, and it also is an impdrtiata because it is an expression
of the ideology of Suanzes to promote the autarkd/the defense of the nation and
of the national interests - as indicated in theesaneation law of I.N.13?’

Some author§® thought that the autarkic plan was a responsehé t
historical moment. In fact, Europe was at war, &pain was courting the idea of
entering the war, or was supportive to one sidi@fwar producing war production,
or feared from invasion from other belligerent coias.

If one of these reasons were true, LN.I. shouldrehatopped the
implementation of the production in the second fgear plan, which did not
happer??

3% See TORRES VILLANUEVA, E., in BARCIELA, C., (edR003, page 197, SAN
ROMAN and GOMEZ MENDOZA, 2000, SAN ROMAN, 1999 EBALLESTERO, A.,
1993, COMIN and MARTIN ACENA, 1991

%27 BOE, num. 273 of 30th of September of 1941 and.IArchive, “Notas en relacién a
la creacién y al desenvolvimiento de este InstititoMemoria I.N.l. 1941 y 1942

328 See MOYA (1994) cited by SAN ROMAN, E. 1999, GOMEENDOZA, 1994

39 5ee SAN ROMAN, E., 1999
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Furthermore, the military sector was of strategiportance for the State and

its security, mostly in a State where the ideologgs to maximize the “national

defense for war®® as it was the one of the Franco Regime, stratiegiology

shared by Suanzé&¥' In fact the latter agreed on the necessity ofeStantrol over
these productions for the Military Application apgbmoted the strategy of I.N.I. to
carry on these goafé?

Group 5 included:

a. Empresa Nacional de Fabricacion de Corazas y EléoseResadqgs

Aeronautic Industries, including motors production

Produccion de material de artilleria

Empresa nacional para la fabricacion de carros denbate

Empresa nacional para la fabricacion de aparatasstalaciones de

direccién de tiro(included Optical sector)

Production of military instruments of high precisio

g. Production of military communication systems (Tesgic,
Telephone and others)

h. Empresa Nacional de Fabricacion de Torpedos Autdiesv

i. Other companies of military production not included the
abovementioned sub-groups.

® oo

o

Group 4 was also formed by companies that produrcedilitary sectors,
but in this case for Military Interests, and itsgentage covered 60% of the national
market.

The sum of the Military productions for interes@Grdup 4) and application
(Group 5) represented 71% of the sum of the nationgestment in the same
sectors’>® which means that I.N.l. covers more than 2/3 &f itvestment in the
crucial military productions, confirming the imparnice of these productions for the
policies of I.N.I.

Group 4 included:

330 4[...] defensa nacional para la guerfal.N.l. Archive, “Notas en relacién a la

creacién y al desenvolvimiento de este InstitutoMemoria I.N.l. 1941 y 194page 5 and
7

%1 See TORRES VILLANUEVA, E., in BARCIELA, C., (edP003, page 197, SAN
ROMAN and GOMEZ MENDOZA, 2000, SAN ROMAN, E., 198ALLESTERO, A.,
1993, COMIN and MARTIN ACENA, 1991

332 5ee SAN ROMAN, E., 1999, page 83

333 Self-elaboration from the data from I.N.I. Archj\demorias, 1941-1942
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a. Empresa Nacional de Maquinas-herramientas

b. Production of Engines of all kinds: maritime, tanksail
transportation and others excluding cars and aigpl&ransports,
included in other sub-groups.

c. Cars and trucks transports, including their engines

d. Electric material

Group 2 was around 63%, and they were the onesowtitmilitary
characteristics, but of Special production and &red fundamental for the Nation,
and they were companies working in:

a. Liquid fuel and lubricants. (Bituminous rocks)

Liquid fuel and lubricants. (Coal)

Refineries

Production of nitrogenous and fertilizers, in gethex part of the
products included in the sub-group ‘g’

Chemical Industries

Production of explosive powder and war explosives

Cellulose production

Artificial Fibres

Empresa Nacional del CaucliBubber)

aooT

—Ta ™o

Group 3 was around 40% and they were the ones wtittiee military
characteristics, but important for the goal of thdependence of the Nation, and
they were companies working in:

a. Empresa Nacional de Produccion y Distribucion de efgma
Eléctrica (all the activities are included here from thedarction to
the implementation of the net)

b. Sea Transports, including production of the boat #re Maritime
transports

c. Empresa de Adquisiciones y Suministros

Group 1 was around 40%, that of Basic productiaorkimg in :

a. Empresa Nacional de Investigaciones Mineras

b. Production of solid fuel

c. Production of Iron and Steel (Excluding militaryoduction for the
tanks)

d. Production of copper and no iron production ancdeotbroduction
from mining (excluding aluminum)

e. Production of aluminum
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The percentage of the presence of I.N.I. as invgstgent in the sectors help

to understand that I.N.l. should have been an itapbragent of the national

economy, in competition with the private marketlsas the case of Group 1, and in

substitution of the private investment in the cas&roup 6>>*

Graph 18 - Investment in different groups for dlSpain and I.N.I.
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Sources: I.N.I. ArchivelMemorias |.N.I. 1942 — 1949

%% See TORRES VILLANUEVA, E., in BARCIELA, C., (edR003, page 197, SAN
ROMAN and GOMEZ MENDOZA, 2000, SAN ROMAN, 1999 EBALLESTERO, A,
1993, COMIN and MARTIN ACENA, 1991
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To better understand the policies of Spain andMfl.lit will be useful to
look at Graph 18 where the percentage expresseeafdr Group is the quantity of
investment which should have been received asopéne total for I.N.I. and related
to the expected National investments in the samepgr

Group 3 is the one that received the highest pé&agenof investments by
I.N.I. As we have seen this group is the one ofdrtgnt for the goal of the
independence of the Nation, and it gives the ide#t the goal of I.N.I. was
compatible and very similar to that of the Regimhealls to attention the fact that in
this group are included the Electric group and ktae transport companies,
because these are two sectors that were very iemgddr the President of I.N.I.: the
first because it is one of the sectors of fheldgia industrializadord together with
Steel and Coal, and considered very important f&r promotion of a strong
industry. The Maritime transports, and Boat progugtwere considered important
because of its specialization and the fact of tkteeenely extensive coast of Spain
that required an important Maritime sector for to@trol of the national territory.

The Sub-group of thEmpresa de Adquisiciones y Suministna@s useful to
the Francoist Regime to control the process of ia@opn and distribution of the
inputs as it desired to control the sector productiecause through this Company
the State could control the internal economy, mirihg the Regime power that, we
should not forget, was still fighting against imtak conflicts.

The expected investments from 1942 until 1949 vpaened in two four-
year terms, from 1942 until 1945 and from 19461ur849, shown in Graph 19.

Of the total amount I.N.I. planned to invest in §gears, given 100%, the
first four years’ percentage expected was 49,62%lewon the second four-year
term should receive 50,38%. As we can see the timergs were equally divided
among the two periods.
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Graph 19 — Percentage of Investment of I.N.I. amtreg Groups of I.N.I. for the Total
period considered 1942 — 1949 (A), the First 4 yeb942-45 (B) and the
Second 4 years 1946-49 (C)

mA -each I.N.I. Group over the Total Investment of I.NI942-1949 mB - First 4 years: 1942-43-44-45u C - Second Four years: 1946-47-48

Group 1 Group 2 Group 3 Group 4 Group 5 Group 6
No Military Transforming | Transforming
Basic Special Productions but| production of | production for Miscellaneous
Production Production of National Military Military
Interest Interest application

Sources: |.N.I. ArchiveMemorias |.N.l. 1942 — 1949

We can observe that in Group 6 — Miscellaneous]dast important in the

division of resources by L.N.l., and where I.N.avered 100% of the amount of

investment of the national market, during the fdsyears I.N.l. invested 50% of

what it decided to invest during the second fouaryerm. It meant a complete

substitution of the private mark&t,

If we compare the small I.N.I. investment in Gragpthat represents 100%

of the national Group, we can see that I.N.l. deditb increase the investment in

35 5ee above
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the Group, which surely meant it wanted to streegtthe Group. In this case the
investment of I.N.I. in the Group rose, even in ruical terms and it became 55%
more than during the first four-year term.

Group 6 and Group 3 were the ones that, duringséoend term, increased
the resources received. Group 3 received the nmngsortant part of the total
resources of I.N.I., about 45% of the total investitn during the first 4 years it
received 34,42% of the resources, 6% more thang=2aef Special Production, the
second most important with 28,98%. During the sddonr years it rose to 57,97%,
by far the most important percentage among the &&.ou

The second best was still Group 2 with 13,22%, ntloae@ 40% of difference
among both Groups. Group 2 passed from 28,98%,22%3 15% less between the
first and second period.

In the first four years, it was preferred to invest the Groups with
companies of production for National Interests (@r@&) and of Special Production
(Group 2) that together were in receipt of 63%.0fIl resources, while the sum of
Groups 4 and 5 was only 23%.

In the second term the situation changed and, véhiteip 3 was the highest
with 57% by itself, Groups 4 and 5 summed up 17%, |6ss than before, while
Group 2 only 13%.

While the investment of I.N.l. with respect to tNational ones in Group 5
were the 80% of the National Investment Group adfb Gvas Group 4, in terms of
internal distribution of the resources they arerdthand fourth in terms of
importance.

The comparison between I.N.I. internal investmanitgs and the ones that

I.N.I. represented in the National market are show@raph 20.
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Graph 20 — Percentage of Investment of |.N.I. agribve Groups of I.N.l. and its Percentage
of each Group with respect to the National Groug®gl— 1949)
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The special classification of the sectors used.ldyl.lhelps to highlight how
strong the goals of National interests were, ofomall defense and autarky for war,
and how much this way of understanding the rold.Nfl. into these Groups of
companies marked the organization of the policresthe industrial policies carried
on by I.N.I. in application of the guidelines ottBovernment.

3.2.3 - The Investments and Production by Sectordd.

As we have seen, the classification of the groupd.M.I. in the strategic
plan of development was related to the ideologyhef Spanish government and to
the goals settled for I.N.I.
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The companies listed in each group differed forpsduction, and in the
classical divisions of sectors depending on thelpetion, they would be included in
the different sectors of production.

In this case, we can see that the regrouping degkeod their usefulness to
the goals and it helps to understand how much tmes I.N.l. was interested to
finance the military productions and the compameslational interests but not of
military production.

As we have seen in the planning of the sectorsneéstments I.N.I. used
formed Groups depending on their interest for L.Hd Spanish Government goals,
while when I.N.I. carrying out its activities I.N.used the classic classification by
sectors.

Also in this case the analysis of the productioh.idfl. can be related to the
national production of each sector, and it will héb understand how much
production was done by I.N.l. and how much by thegbe market.

The Production in each sector by I.N.I., relatethonational one, see Graph
21, suggests some consideration about the amour¥.@f investments into each
sector, about its preferences of investments sd hbw I.N.I. faced the goal of
increasing the energy source production, the nmpgbrtant problem faced by Spain
after 1939, that in LLN.l. plans of 1942 was indddin the Group 3 — National
interest but no military production.

In Graph 21 we can see that I.N.I. produced 100%na@distrial vehicles,
while the Aluminum production was between 65% aB#o3fertilizers presented a
high rate until 1950, while after then reduced iitgportance over the national
production to around 15%8° While in the energy power sectors Electricity &kl
productions of I.N.I. were lower than 10%, and @ikesector in 1950 was around 23
and in 1958 was about 60%.

%3¢ During the beginning of 1942 Granell, one of |.Natlvisors, traveled to Italy to look
at the solution adopted in this country and totuise production plants. These sectors of
production of I.N.I. were the ones that the adviGoanell studied when he traveled to Italy,
visiting Fiat, Montecatini for chemical and Mont&oa for Aluminium, , Terni, Ansaldo,
Breda, Marelli, General Electric and th@randes talleres de reparacién de la Red
Ferroviaria, 1.N.I. Archive, Actas del Consejo de Administraci@®gsién del viernes 14 de
abril de 1942, 12 de 1942
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Graph 21 — Percentage of the Sector ProductioNoff. compared to the National one (1946
- 1958)

Years1946 1947 1948 1949 1950 1951 1952 1953 1954 1955 1956 1957 8 195

-~ Atificial Fibers —A— Aluminium —%— Boats —=— Cars
Cellulost —&—Coa —4&— Electricity —&— Fertilizer
Industrial Vehicle Ol

Sources: |.N.l. ArchiveMemorias I.N.I, 1946 — 1959

Spain was trying to recover the capacity of promucbf energy resources
after the end of the Spanish Civil War, but thersge in their production reduced
the output capacity of Spanish companies in albther sectors.

Already in 1939, the demand for energy for prodactivas higher than what
was on offer, and in 1942 |.N.l. considered thebpgm of shortage of energy
resources as the most important and as somethangéleded an urgent solutioh.

Furthermore, the Spanish Government and I.N.I. idensd ‘the problem of
the electric production in Spain intimately relatiedthe autarkic godl**® For I.N.1.

the shortage of energy power was an added probhetineoway to reach its goals.

%7 see I.N.I. Archive Actas del Consejo de Administraci@®esion del viernes 13 de
marzo de 1942, 9 de 1942

3384 ] el problema de la produccién eléctrica en Espéiiene] intima relacion con el
de la autarquia”,see I.N.I. ArchiveActas del Consejo de Administraci®@gsion del viernes
13 de marzo de 1942, 9 de 1942
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The ideology of the President of I.N.I. considerg@ energy power,
especially the electric one, as fundamentals fer dbvelopment of the Spanish
economy, especially considering the future develepof the national sectots’

In fact, I.N.I. was planning the creation and depehent of new companies
in other sectors that would increase the need efggnpower to let them work,
increasing the demand of energy power already isfieat by the production of that
period.

For these reasons I.N.I. considered the energyrsastthe most important
production as the capacity and the reliability lué productions of the other sectors
depended on the energy sector. I.N.I. centeregttéstion especially on the electric
sector, in which LN.I. considered necessary itterirention, and control, by
“creating new companies and nationalizing the corigsaowned by foreignets*°

I.N.1., since 1942, was in charge of the organaratand development of the
plans related to the electric sector and decidednhvest to obtain the electric
production to be cheap, reliable and flexible imig of the amount produced, an
opposite situation with respect to those yéars.

Even though the high demand should have pusheprivege investments in
these sectors, the low prices of the energy caath lpy the companies and private
consumers, added to the long economic return iasimrents meant that it was not
appealing to private investors to put economic famehcial resources in this sector,
as the Spanish market was a small one with a lotudertainty in its

development*?

339 Granell traveled to Italy and visit the producgoplants, including Terni, to take
advantage of the knowledge and experience of t@lynanage the electric sector, I.N.I.
Archive, Actas del Consejo de Administraci@gsion del viernes 14 de abril de 1942, 12 de
1942

340 «[ ] creando nuevas industrias, ayudando a las actuabe$,..] las de capital
extranjero hasta nacionalizarlasl.N.l. Archive, Actas del Consejo de Administracion,
Sesion del viernes 13 de marzo de 1942, 9 de 1942

31«1 ] barata, agil y segura”l.N.I. Archive, Actas del Consejo de Administracion,
Sesion del viernes 13 de marzo de 1942, 9 de 1942

%42 | N.I. Archive, Actas del Consejo de Administraci@esion del viernes 13 de marzo
de 1942, 9 de 1942
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Furthermore, I.N.I. considered the opportunity ngeist into the production
line of the goods related to the electric productinechanisms, such as cables,
wires, and electrode€4® and into the distribution of energy to consuntéts.

In fact, from 1939 to 1963, the declaration of Wa#l Interest to companies
or projects carried on by companies, in applicatbthe law of November 1939 of
“Ordenacion y defensa de la industriavere in total 162, among which 59
(36,42%) were the activities related to the promunctand distribution of electric
sector: 11 were I.N.I. companies and 48 were peivampanies that received the
declaration and the special protection of the #@s/*® The second sector for
importance, by far, were the Mining sector, 12 ltolaclarations as it was for the
Iron and Steel industry Sectdf®

The importance of energy production for I.N.l., aBgain, besides the
declaration of National interests, can also be se&raph 22. The Electric and coal
sectors were very low although they increase tingortance along the period. Oil
production also increased its importance and reacthe 60% of national
production.

The development of the electric sector was slovinguthe period from 1946
to 1949, when from 26.000 Kilowatts in 1946 pasked16.200 Kilowatts in 1949
and 122.000 Kilowatts in 1950. During this perioN.l. created a few companies
and its major activity was concentrated in the plah development that started
becoming reality from 1949, when 2 of the biggesidpction plants for electric

power started working’

33 “Nacionalizar la fabricacién de electrodos base faméntal de las industrias
siderdrgicas y electro-quimicas y cuya carenciadase deja sentir en la actual produccion
espafiola [...] proponga si conviene la actuacionidell. en esta importante materia, en la
que parece dificil y ya demostrada la imposibilidila iniciativa privada de resolverla por
si sola, ante las dificultades de tipo econdmicoreacion en un mercado relativamente
restringido”, I.N.I. Archive, Actas del Consejo de Administraci@gsion del viernes, 17 de
Abril de 1942, 132 de 1942

34 .N.I. Archive, Actas del Consejo de Administraci@esion del viernes 13 de marzo
de 1942, 9 de 1942

315 SAN ROMAN, E., 1999 page 84

316 SAN ROMAN, E., 1999 page 84

%7 5ee COMIN COMIN, F., MARTIN ACENA, P., 1991, pa$89 and ss.
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Graph 22 — I.N.1. Production in Electricity, Oil@@oal compared to the National ori&s.
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Although after 1949 the energy power increasedyesan see also in Graph
22, in 1953 the Spanish Government had to acceptpitoduction was still scarce
for the necessities of the Spanish economy, andoap@ a new plan, th@lan
Eléctrico Nacionalto increase energy power production over the nesdat period.
The result was that, in 1953, I.N.I. produced 186.%ilowatts and after 4 years it
produced 438.624 Kilowatts.

Anyhow, from 1946 to 1959 I.N.I. productions in 803 groups increased
with different success, the investment of I.N.1.Gapital Shareholders in the sector
of electric power passed 10% to 25% of total itwests in Capital Share, as
shown in Graph 2%*

8] N.I Archive, Memorias I.N.I.1946-1963.

39 As we have seen, the investment ownership of #pétal of the companies was the
way used by I.N.I. to control the business actgitof the companies. For this reason it is
important to look to the percentage of ownershipttaf different sectors to measure the
importance of the sector for I.N.I.’s goals.
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The sum of the Energy Sectors, &8sand Electricity and Oil and Oil-
chemical collected the biggest part of the Investimién Shares (in Graph 23 this is
represented by the dotted line). The values oktiergy sector were 43.3% in 1946,
the lowest percentage, 34.6%, in 1956 and agaBB83®in 1963.

Graph 23 — Investments in Shareholders CapitalNby. Iper Sectors
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Sources: I.N.I. ArchivelMemorias |.N.I. 1946 — 1963

These values confirm that this sector had alwaysnb& importance for

I.N.I. throughout this period, as for I.N.l. theeegy sector was the key to create

¥0 The Gas sector was a total failure and of shoratin that did not influence the
homogeneity of the data presented in Graph 22 aa@lG23. See BUESAI Estado en el
proceso de industrializaciéonniversidad Complutense de Madrid, Tesis Doctonédita,
cited by SAN ROMAN, 1999, page 84, note b
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independence from the foreign markets, to pursaetharky, and 1.N.l. considered
that the necessity of the Spanish economy couldbeotovered by the private
investments, and in this case, it acted as a sutestf the private initiativé>

Although in this sense Suanzes was not exactlyidensg its activity as
substitute of the private initiativé®? It was true he was diffident toward the private
initiative he considereditisatiable, incompetent, inconsistent and pow&rki but,
in his words, I.N.l. was never a subsidiary orgahan, it was the center of the
industrialization slowed down by the influence bktlobbies, of small and big
companies, on the Spanish Governnight.

Anyhow, for substitution or own decision, I.N.l.oked to increase its
importance in these sectors, to cover the gap leetwiemand and offer, although
the results in outputs were scarce or not enougver the necessity of the Spanish
economy.

The other sector that received more investmentgesil956, was Steel,
Metallurgy and Mining. These sectors were also immed important for the
development of industry in Spain, and the sectdC@dl Mines were included in the
industrialization trilogy by Suanzes.

The Steel sector was considered fundamental twsimial development, but
also for the military production of war boats anahper. In 1942 the sector was
controlled by theAltos Hornos de Vizcaya

In the opinion of LN.IL, this situation was the usa of the scarce
technological dynamism of the sector, the scargaaty to export the outputs and
was also the culprit of the contrast among the @nigs of production and the ones
of processing>® For these reasons, the investments in the seea intended also

to break up the monopoly of tiWdtos Hornos de Vizcayeompany.

**.See COMIN COMIN, F., MARTIN ACENA, P., 1991

$25AN ROMAN, 1999, page 82 )

**vinsaciable, incapaz, incongruentégdopoderosa’, SAN ROMAN, 1999, page 83

%4 Letter to Garcia Chamorro, 6/6/1974, AS, R. 34itdddn SAN ROMAN, 1999, page
83

%5 5ee COMIN COMIN, F., MARTIN ACENA, P., 1991, fropage 169
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The presence of I.N.I. in this sector was consuierecessary and it would
have been carried on even against private intet&sEor this reason I.N.I. started
its plans of development of Steel production in2,%stage that ended in 1950 with
the creation oEnsidesaand in 1955 it was decided to increase the Sbéatets
Capital from 1000 to 7000 milliomesetas This increase in investments is the
reason for the change in the percentage of invedtmethis sector with respect to

the others seen in Graph 23.

3.2.4 - The Return on Equity Ratio and the Costsrofluction

The fostering of the sector productions, acquisitiand managing of
companies in order to carry out the goals of I.Mnd, when requested, of the
Spanish Government, required an important investrimeeconomic and financial
resources that, if we were in the presence of waf@i owned company, these
investments were expected to produce profits.

The Return on Equity (R.O.E.) expresses the alidityenerate profits, and it
can be measured by the Profits related to the Bbller's Equity or/and to
Shareholder’s Capital.

The profits were constituted by the dividends. Tiisthe money every
company redistributes at the end of every yeahawivners of the certificates of the
Shares of their Capital, and I.N.I. receives theid&nds distributed by the Third
Owned Company Shares in its portfolio. For thissoea the Dividends are revenues
for LN.I. and we can find them in the Income Stagéat, where entries of Profit and
Loss are registered, and they are one entry dPtbfts of the Income Statement.

As we have seen when talking about the Statut&®Aetind even more when
| presented the characteristics of the autarkies) the presence of the autarky for
war, the investments in production or in fosterthg sector production did not
consider the costs of production. In other wortds, tcompany did not carry on its

¥65ee COMIN COMIN, F., MARTIN ACERNA, P., 1991, fropage 169
%7 See Introduction, paragraph of the Statute Act.
%8 5ee Chapter 2.
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business activities to obtain profits at the endthad year, but only to increase
production®>®

For this reason, it is interesting to look at thai® Return on Equity (R.O.E)
as it measures the fiscal year profit with respedhe investments of I.N.I. into the
business activities.

In Graph 24 the percentages of Return on EquityRetdrn on Shareholders
Capital are reported. In the case of I.N.l. botb #re same values because I.N.I.
could not increase the reserve fund as the yedit fnmm the business activities was
very low, or in some years it was not a profit, auoss.

The R.O.E. ratios for I.N.l. shows that profitatyiliwas very low, not more
than 1.2% and it was even negative at the beginafnigN.l.’s life, registering a
negative leverage from 1942 to 1960, for the pabflity did not cover the financial
costs®®

In this case the profitability is even lower théue thational debt, as it meant
that the money invested by I.N.l. would have praglmore profits if invested in
State bonds or other private activities would haveduced more profits than if
invested in I.N.1.’s business activities.

It is true that low profitability was also promotbg the same Law of the 95
of September 1941 as the law was expecting |.N.l.have invested in the
productions in which the private companies did motest as they were not

lucrative 6!

**The energy sector is an example of these policies.
*0See also COMIN COMIN, F., MARTIN ACENA, P., 19%tom page 270
%1 3See also COMIN COMIN, F., MARTIN ACERNA, P., 199%iom page 270

133



Graph 24 —R.O.E. Ratio for Net Income related tar8holder’s Capital and Shareholder
Equity
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Sources: I.N.l. ArchiveMemorias I.N.I, 1942 — 1963

Concerning profitability and the autarkic policigsat I.N.1. pursued® the
result of the R.O.E. confirms that I.N.l. producgdany cost, at least in the sectors
where the private investments were scarce or ngstes. This is the special feature
of autarkic policies for war, while normal autarldolicies require consideration of
the costs of production and investmefitsand this characteristic confirms that

I.N.I. did not look for profitability as private cgpanies do.

%2 see I.N.I. Archive, “Notas en relacién a la créacy al desenvolvimiento de este
Instituto”, Memoria I.N.I. 1941y 1942
%3 See Chapter 5 for a comparison of the Ratio pesges calculated for I.R.1..
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3.2.5 — Company Independence: The Internal and riiadte
Funds of I.N.I.

Another aspect to consider when talking about detuires of I.N.I. is the
origin of the funding of the business activitiesI®.l. The interest of the Spanish
Government and of President Suanzes were the samerk without any external
restraints which might hinder the development dkIl. goals, that in some cases
were the same as the goals of the Spanish Govetnthanks to the companies that
I.N.I. bought for political purpos&*

Graph 25 — Percentages of |.NEternal and Internal Funds
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%4 In this case | refer to the companies that I.Mdd to buy in order to fulfill the
Government requests.
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The change in the relation among the resourcenaintiing can be seen in
Graph 25 and is calculated as the Ratio of Solifitzquity>®°

For I.N.1., in 1941 the Shareholders’ Equity is thrdy type of financing and
hence equals equity. But then, from 1942 to 194d,tercentages varied between
30 to 60%. Next, we observe that starting from 19451947, the percentages
around 99%, the maximum level of the Equity of @ik period considered,
excluding 1933. This variation is due to the inseedn the Shareholders’ Equity
because the president of I.N.l. Juan Antonio Sugifzalso became Minister of
Industry during this period and could invest a g=al of funding to the I.N.I. to
finance its development’’

Until 1946 I.N.I. received funds for budgetary dtedwhile from 1947 until
1957 the non-repayable Public Debt had been the tivayigh which 1.N.l. was
financed by the Spanish Government.

From 1948 to 1957, the percentages stabilized ltw@ and 90%,
although with a slight negative trend that becameartant from 1957 onwards,
during thePivot period, from 1951 to 1959, in which the Sganeconomy opened
up. Therefore, during the First Francoism periodhmf 1941 to 1952, the
percentages of internal financing differed depegdim the year, but they were
always around 90%, a trend that excluded any ext@ntervention in the Company,
as was the intention of President Suanzes and Bt %

At the end of 1957 the State decided that I.N.busth look for a way to
finance the business activities, looking at the/age market instead of relying on
State funds. In fact, in 1958 I.N.I. received furfdsm the Banco de Espafian
order to smooth the passage from State Funds tmeke way, the Convertible
Bonds. These Funds granted by Banco de Espafaere guaranteed by the values
of the Third Owned companies’ Shares owned by I.N.I

%5 The Ratio Solidity of Equity, or also called theliSity of Shareholder's Equity,
expresses in quantitative terms the relation betvieiernal and external funds. The internal
funds equal the Shareholder’s Equity of I.N.I. anel used as synonyms.

%% See SAN ROMAN, 1999 and BALLESTERO, Ayan Antonio Suanzes 1891-1977.
La politica industrial de la posguerraeon, LID, 1993

%7 See Chapter 3 paragraphs 3.2.2 and 3.2.4

%8 See in the Introduction the paragraph ‘The Statdis: a comparison’
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Before 1958 I.N.l. Funds were the most importarsbugce to finance the
business activities, although from 1949 to 1958 fleecentages were steadily
reducing. From 1958 the financial structure of Il.Ntarted to change drastically and
the external funds started to increase, and pdes®d20% to more than 40% in less
than 3 year§®®

For these reasons the relationship between thenaiteand external funds
confirm the intention of I.N.l. to act freely frorany external control over its
business activities, profitability or any other asfpa private investor would consider

important.

39 The percentage kept a steady increase until 18%8n the Internal Funds reached
18%, the lowest value of the considered period.e 8©MIN COMIN, F., MARTIN
ACENA, P., 1991, from page 46
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Chapter 4

Public intervention in Italy, the origins of |.R.l. and the
Financial Analysisof |.R.l. from 1933 to 1959

4.1 - The history of I.R.l. and the roots of pubtitervention in Italy — 4.1.1
- The creation of I.R.I. in 1933: the savior of thenk and industrial sector —
4.1.2 - Characteristics of I.R.I. from 1937 to 1939.2.3 — I.R.l. and the
Second World War - 4.2 - The Financial Statemerdlysis of |.R.I. —4.2.1
- Third Owned Companies’ Shares and Credits — 4.Z7Re- Third Owned
Companies Shares — 4.2.3 - The Third Owned Comp&nigdits - 4.2.4 -
The Settlement of the Third Owned Companies ShardsCaxedits - 4.3 -
The Sectors of Third Owned Companies’ Shares of :R.K4 - The Sectors
of Third Owned Companies’ Shares of I.R.I. revisitgdthe classification
used by I.N.I. — 4.5 - Return on Equity (R.O.E.),fRscand Dividends — 4.6
- The profitability of the typical activity of I.R.} 4.6.1 - The profitability of

I.R.I. as a Company

This chapter starts by introducing the history &.I. and
its roots, then | carry on the analysis of the abtaristics of the
different roles I.R.I. developed for the Italiaroaomy.

| start by portraying the legal characteristics ata
business activities that I.R.l. developed betwe@831land 1959,
aspects that are important to categorize the stibgsein which
I.R.I. was carrying out different policies and pirg variable
aims. | will focus, also, on the differences thastd between the
period between 1933 and 1937, of partial autarkiies, to the
one from 1937 to 1940, of total autarkic policié®m 1940 to
1945, of war and then from 1945 to 1959, the regowend
developing period.

To obtain this result, | will merge the analysistioé formal
aspects and business activities, the quantitatiteomes of the
analysis of the Balance Sheets of I.R.l., for whiclwill use
original data from the Archiv&? | will define the characteristics

370 1n 2015 the 5th volume of th8toria dell’l.R.l. was published in which the author
Giovanni Di Meo carries out a quantitative analysfis$.R.I. using the data from the Balance
Sheet of I.R.l. The author carries on a differamlgsis of the data with respect to the one |
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of these sub-periods through the Ratios Indexesiwiill help to
describe the quantitative characteristics of eacdb-period,
integrated by the documents of the Administrativeutil
Meetings of the same Institute.

The structure of the chapter will respect the aatiegtion
of the Ratios.

4.1 - The history of I.R.l. and the Roots of Pubhitervention in
Italy

At the beginning of the twentieth century, Italy svaot yet a developed
country from the industrial point of view. In addit to this industrial
backwardness, one should consider the challengedplog new technology as an
essential element for Italian progress. Such a ga®chad started with Italian
Unification, and it had registered a positive evioln, mainly toward the end of the
nineteenth century/*

To maintain the pace of development, the Italiaonemic system had to
carry out interventions in highly capital-intensigeonomic sectors. However, the
companies that wanted - or needed - to develop #utivity in these new sectors
required financial resources that only foreign baglkcompanies could provide.

Thus, the necessity to find financial means wasgimaied by the

characteristics of the Italian market itself, asgpecially in the necessity to find an

propose in the thesis, but, most importantly, heduas sources of the data the archival
documents from 1948 onward, as he specified on page For the previous period, from
1933 to 1947, he used the data from the publisioet MINISTERO DELL'INDUSTRIA E
DEL COMMERCIO, L'Istituto per la Ricostruzione Industriale, I.R4.Vol. 1l Origini,
ordinamenti e attivita svoltaRapporto Saraceno), Utet, Torino, 1956. To cautthe part
of quantitative analysis of my investigation, or thpposite, | collected the data from the
original documents kept in I.R.I. Archive: the cdetp series of Balance Sheets, from 1933
to 1959, that are more exhaustive, detailed andsetfigures are comparable for all the
period, as they were drawn up according to the wdemcy principles. In addition, | also
used the Balance Sheet preparatory documentatdratitompanied the Balance Sheets, the
Administrative Council Meeting, and other documethtst were helpful for the investigation.
All these documents present the comparable dadaded to carry on the Financial Statement
Analysis. See DI MEO, G., “Indicatori di lungo pedi del gruppo L.R.l., (1933-1990), in
RUSSOLILLO, F., (ed.)Storia dell'l.R.l. Un Gruppo singolareBari, Editori Laterza, 2015,
and DI MEO, G., “I bilanci dell'Istituto dal 1933 4973” in RUSSOLILLO, F., (ed.)Storia
dell'l.R.I. Un Gruppo singolareBari, Editori Laterza, 2015.

"1 3ee Chapter 1.
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appropriate distribution channel. This resulted the introduction of a new
conception of industrial organization that implige separation of capital property
from the power of managerial control.

Until then, the industries had been characterizgdsimall or medium
dimensions, by low capital intensity and by the that their links to capital markets
were neither extended nor developed, which meaniéss resources were available
to them. Historically, the issue of Italian capged had always been the
“capitalismo senza capitalf’2

Therefore, to respond to the lack of an Italianitehmarket’’® which was
absolutely not appropriate to solve the demandgh@fnew economic challenges,
different banking actors and public financial ifgits became the most important
support for Italian compani€s’

While the former, i.e., banks qualified as mixedlso defined as Germanic
banks - had already spread in Italy at the enchefriineteenth century, the latter
originated at the beginning of the twentieth ceptuior example the CSVI -
Consorzio sovvenzioni su valori industrjain December 1914, the Credidpin
1919, the ICIPU dstituto di credito per le imprese di pubblica uiéland I.M.I. -
Istituto Mobiliare Italiano,in 19313

The latter was created to help tBanca Commerciale Italiana - Comiio
face the consequences of the crises that invohedtalian firms still in a process of
recovery after the crisis they had suffered in dftermath of the World War I, as

was ltaly®”’

372 5ee ZAMAGNI, V., Dalla periferia al centro. La seconda rinascita econica
dell'ltalia (1861-1990) Milano, Il Mulino,1990; CASTRONOVO, V.Ll'industria italiana
dall'Ottocento a oggiMilano, Mondadori, 1990; MORI, Gl capitalismo industriale in
Italia: processo d'industrializzazione e storiatdlia , Roma, Editori Riuniti, 1977.

373 CIOCCA, P.,Storia dell'lRl. L'IRI nel’economia italianayvol. 6, Bari, Laterza
Editori, 2015

374 See ZAMAGNI, V., Dalla periferia al centro. La seconda rinascita @omica
dell'ltalia (1861-1990) Milano, Il Mulino,1990; CASTRONOVO, V.Ll'industria italiana
dall'Ottocento a oggiMilano, Mondadori, 1990; MORI, Gl capitalismo industriale in
Italia: processo d'industrializzazione e storiatdlia , Roma, Editori Riuniti, 1977.

3> DE CECCO, M., ASSO, P.FStoria del Crediop tra credito speciale e finanza
pubblica 1920-1960Bari, Laterza, 1994.

378 Al these new Institutions were created by AlbéBeneduce, as it was with I.R.1.

3""In the opinion of Anna Maria Falchero, I.M.I. wagprelude to the mixed big banks as
it could not respond to the financial troubles leé Banca d’ltalia and the medium and long
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In fact, the Wall Street crash triggered a dramatcrease of industrial
production in the European economies, and as doeao the crisis, the European
countries progressively started to close theiromai economies. This situation lead
to an increase in the number of conflicts betwemmtries, which was an important
factor leading subsequently to the outbreak ofSaeond World War.

As for Italy, the main effect that is dealt withtimis research is the fact that
the 1929 crash was decisive for the end of theepattf mixed banking that had
previously financed the economic development frdra end of the nineteenth
century in ltaly’®

The Italian industrial system had seen significgrawth during the First
World War - especially in some sectors - due to@wwernment’s participation in
the war. With a market that was not yet very depeth the crisis of excess of
production was automatic and most importantly, ad ha great impact on the
restructuration process, which caused an impoméeinal crisis. This also involved
the banks that supported the companies in diffesiltand found themselves
involved more and more in the problems of the imdaissector’”®

Indeed, the great anomaly of this system consistdtle excessively close
relationships between banks and industries. Thssegaised by the great number of
financing orders made by companies with the objectof increasing their
productive capacity in the war sector, and afterwlar, to face their restructuration
Ccosts.

The banks granted the financial orders because itlvement with the

companies had reached critical levels, and a pleskibk of financial resources for

term credits sector. FALCHERO, A.M., “Stato e meoca precedenti: dall'interventismo ai
salvataggi degli anni Venti”, in CASTRONOVO, V., d& Storia dell'l.R.l. Dalle origini al
dopoguerra 1933-1948/0l. 1, Bari, Laterza, 2012

378 See TONIOLO, G.|’economia dell'ltalia fascistaBari, Laterza 1980, ZAMAGNI,
V., Dalla periferia al centro. La seconda rinascita @conica dell'ltalia (1861-1990Q)
Milano, Il Mulino, 1990, CASTRONOVO, V.Ll'industria italiana dall'Ottocento a oggi
Milano, Mondadori, 1990; MORI, G.]I capitalismo industriale in Italia: processo
d'industrializzazione e storia d'ltaliaRoma, Editori Riuniti, 197.7

37 For a synthesis of the problems of Italian bankiiygtem: CONFALONIERI, A.,
Banche miste e grande industria in Italia: 1914-39Blilano, Banca Commerciale Italiana,
1994, CASSESE, SCome € nata la legge bancaria del 19%bma, Banca Nazionale del
Lavoro, 1988
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the industrial companies would have resulted, imyneases, in their crash with
even greater difficulties for the banks to colldwt credits owed to them.

In exchange for new investments in the compantes,bianks requested a
part of their capital shares, with two objectivist, to guarantee the investment as
it aimed at restructuring the companies and segotalicontrol the activities carried
out by the industrial companies from the inside.

As for the companies, they used part of the firgmasources they received
to buy capital shares of the banks in order tougrice the bank management’s
decisions on financing the industrial sector, esgkycof those banks to whom they
owed debts.

This resulted in a vicious circle, defined as bérétoblepismo bancarid®®
whereby banks and companies controlled each otherformer interfered with
industrial management, while the latter did the séon financial decision®*

It was in this context that the Italian economisteyn had to face the 1929
crisis that was more important for the financiadtee in Italy because the activities
of industries and banks were intertwined, whicldl&aa critical spiral putting both
sectors in crisis.

The 1929 final situation was caused by the fact thaing the decade of
1920, the companies tried to recover from the diffies they faced as a result of
the post-First World War crisis, and they involvib@ banks that financed them in
their industrial activity.

This happened not only because the banks had uliiis financing the
companies, or because the companies faced reduagetsito sell their products,
but also because the situation of mutual controieen both sectors meant that the
crash of one of the two would extend to the otleeta, with a significant impact on

the Italian economic system.

380 See Introduction. See AAV\Donato Menichella. Testimonianze e studi raccafial
Banca d’ltalia Roma, Laterza, 1986. See TONIOLO, Geconomia dell’ltalia fascista
Bari, Laterza 1980, ZAMAGNI, V.,Dalla periferia al centro. La seconda rinascita
economica dellltalia (1861-1990) Milano, Il Mulino, 1990, CASTRONOVO, V.,
L'industria italiana dall'Ottocento a oggiMilano, Mondadori, 1990; MORI, G.JI
capitalismo industriale in Italia: processo d'indtializzazione e storia d'ltalia, Roma,
Editori Riuniti, 1977

%1 See AAVV, Donato Menichella. Testimonianze e studi raccadtilal Banca d’ltalia
Roma, Laterza, 1986.
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Furthermore, from the First World War onwards, biaaks had been known
for specialising in certain types of investmengeytthad never applied the theory of
diversifying the risk of the investment and, thehest way around, they had
committed to finance companies and specific secliable 5 shows the situation in
1920 very well.

Table 5 - The participations of the four mixed ldgganks in 1925°

Comit Credit BIS — SBI Banca di Roma

Steel: Falck —Tern: Chemical: Steel Colonies:
Montecatini Libia

Steel Mechanic:
Ansaldo
(40% del
Transports: Bredd capitale della
banca)

Sugar - Food
Electric: Edison

Table 5 shows that each bank had a maximum of thuestment sectors for
Banca Commerciale ItalianéCOMIT) and Credito italiano (CREDIT)*® two for
theBanca Italiana di Scont8*and only one foBanco di Roma&®

When observing the figures, the Iron and steelosectiustries are present as
an investment in three of the four banks, but rt@sessary to specify that this refers
to three different companies, one for each bank.

Besides, the four more important mixed banks far ttalian economic

system represented 27% of the assets for the detats of the bank sector. From

%82 Self-elaboration from ZAMAGNI, V.Dalla periferia al centro. La seconda rinascita
economica dell’ltalia (1861-1990Milano, Il Mulino, 1990.

%3 For the history of Credito Italiano and Banca Ccentiale Italiana see
CONFALONIERI, A., Introduzione, I'esperienza della Banca commercitdéana e del
Credito italiang Milano, Banca commerciale italiana, 1994, in C@MWBNIERI, A.,
Banche miste e grande industria in Italia: 1914-329Blilano, Banca Commerciale Italiana,
1994, BANCO DI ROMA,Banca e industria tra le guerreBologna, Il Mulino, 1981,
AAVV, Credito Italiano, 1870-1970: cento anmililano, Credito Italiano, 1971

34See FALCHERO, A.M.La Banca Italiana di Sconto, 1914-1921: setteiatimuerra,
Milano, F. Angeli, 1990.

35 For the history of Banco di Roma, see DE ROSA, Stgria del Banco di Roma,
Roma, Banco di Roma, 1982
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1921 the three that are left after the crash oBeca Italiana di Scontonly kept
20% of the quotd®® TheBanca Italiana di Scontoollapsed in 1921 because of the
crash of theAnsaldocompany that, as consequence, was bought by éite. St

In this case, the Italian State decided to inteeyemd in support of its help,
it requested the intervention of the Bank of Italgquesting the necessary capital
resources to finance the companies controlled Bayica Italiana di Sconto
discharging its scarce monetary liquidity on theBaf Italy.

This crisis ofAnsaldoand of all the other industrial companies involwed
the First World War economy was due to the fact dtathe end of the war, the
companies that were specialized in warfare prodoctiaced high costs for
achieving the objectives of the productive restritation programs. The Italian
Banca lItaliana di Scontchad to face even higher costs because Ahsaldo
company had made extremely important investmentsméance its increase in war
production.

Therefore, théBanca Italiana di Scontbank had a higher motivation for not
giving up on financing the company during the eriaind it was still under an
obligation to make the same financial investmeagpreviously explained.

This situation revealed the consequences of whatcthsh of the other 3
banks would mean for the Italian economic systethfanthe State.

For this reason, the 1929 crisis had important egaences for the Italian
banks, the major part caused by treoblepismo bancarf8’ that amplified the
“domino effect” between banks and companies, fer ditention by the banks of

shares of the capital of industrial companies taded up constituting, at the

36 See ZAMAGNI, V., Dalla periferia al centro. La seconda rinascita @omica
dell'ltalia (1861-1990) Milano, Il Mulino, 1990.

%7 See Introduction. See AAV\Donato Menichella. Testimonianze e studi raccaifial
Banca d’ltalia Roma, Laterza, 1986. See TONIOLO, Geconomia dell’ltalia fascista
Bari, Laterza 1980, ZAMAGNI, V.,Dalla periferia al centro. La seconda rinascita
economica dellltalia (1861-1990) Milano, Il Mulino, 1990, CASTRONOVO, V.,
L'industria italiana dall'Ottocento a oggiMilano, Mondadori, 1990; MORI, G.JI
capitalismo industriale in Italia: processo d'indtializzazione e storia d'ltalia, Roma,
Editori Riuniti, 1977

145



beginning of the year 1930, 94% of Comit’s assé®8 of Credito Italiands and
94% of the assets &anca di Rom&™

However, with the outbreak of the 1929 crisis, Hanks had to face two
problems: the first one, common to all Europeankbaithe values of the share
prices on the market, that obliged the banks tooacthe capital market to keep a
good value of the prices of the capital shares;seond one was caused by the
support they had to provide to the financed conmgmmis a result of being their
owners, which brought them closer to the crash teeltried to avoid.

It was true that neither banks nor companies csutglive any longer in this
complex situation that involved the major parttu ttalian economic system, as the
percentage of ownership of the companies’ capiyathe banks had represented
21.5% of the corporations existing in Itafy.

Faced with the crash of the whole economic systettme—currency and the
central bank, the savings, the industrial comparfleshe State decided to intervene
by setting up a new institution, I.R.l., founded1i833. The aim of this institution
was to solve the intertwined situation oétoblepismo bancarit’* through a
complex process that allowed the banks to dischdrgeCompanies’ shares from
their assets and gain liquidity becoming ready ragai operate on the financial
market.

The founder of this institute was Alberto Benedwd® initially conceived
of the Institute as a temporary entity whose objestwere to bring the situation

back into order and, at a later stage, to returthéoprivate market the capital share

38 See ZAMAGNI, V., Dalla periferia al centro. La seconda rinascita @conica
dell'ltalia (1861-1990) Milano, Il Mulino, 1990

%9 See D'’ANTONE, L., “Da ente transitorio a ente panmante”, in CASTRONOVO, V.,
(ed.), Storia dell'l.R.1., vol. 1 Dalle origini al dopoguea 1933-1948 Bari, Laterza, 2012,
pages 184-186 and ZAMAGNI, V.Dalla periferia al centro. La seconda rinascita
economica dell’ltalia (1861-1990Milano, Il Mulino, 1990

30 ClOCCA, P., (ed.)Storia dell'l.R.l. L'.LR.l. nell’economia italianayol. 6, Bari,
Laterza Editori, 2015, page 43 and ss.

%1 See Introduction. See AAV\Donato Menichella. Testimonianze e studi raccaifial
Banca d’ltalia Roma, Laterza, 1986. See TONIOLO, Geconomia dell’ltalia fascista
Bari, Laterza 1980, ZAMAGNI, V.,Dalla periferia al centro. La seconda rinascita
economica dellltalia (1861-1990) Milano, Il Mulino, 1990, CASTRONOVO, V.,
L'industria italiana dall'Ottocento a oggiMilano, Mondadori, 1990; MORI, G.JI
capitalismo industriale in Italia: processo d'indtializzazione e storia d'ltalia, Roma,
Editori Riuniti, 1977
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owned and financing those companies that had edifficulties until that moment
in substitution of the credit mark&t

Beneduce’s original plan to create I.R.l. as a terafy institution changed
during the first 3 years of the Institution’s existe. In fact, in 1937, I.R.l. became a
permanent Institution. Other changes happenederaltowing years, for example
in 1948, but all confirmed its role for the Italiaoonomy as a permanent Institution.

In fact, the first 15 years of L.LR.l.’s life, frorh933 to 1948, are the most
interesting because it changed its role for thealtaeconomy several times. The
scholars had been arguing about two major questions

- the creation of I.R.1., if it had to be includeda long path of policies that
had been already started long before 1933, orisfatnew way of understanding the
Economic policies of the Italian State.

- the reason(s) that drove the Government to toamsfl.R.l. into a
permanent institution in 19373

For the first topic - the origin - some scholararghthe idea that a path of
economic policies subdued to the political inteistarted already at the end of the
XIXth Century with a steady increase of the preseoicthe public administration in
the economic sphere to the point of the creatiohRul., identified as the top point
reached by this long and steady change in the egiongolicies and state
intervention in the economy.

On the other hand, some others think that I.Rhéssymbol of a change in
perspectives and understanding of economic pojieied even more in the ways
and procedures with which it was carried $tit.

Castronovd™ considers that both hypotheses are reasonablenamdat

Castronovo, and the scholdP8think I.R.I. meant a difference in the proceduard

%92 |n exchange for help from the State the banks Ishoever own in their assets shares
of industrial companies. In 1936 the credit seetas regulated by the Bank Law as the final
step of the reorganization of the sector. See CONBERI, A., 1994, CASSESE, S., 1988

393 See paragraph 4.1.2

394 CIOCCA, P., (ed.)Storia delll.R.l. L'l.LR.I. nell'economia italianayol. 6, Bari,
Laterza Editori, 2015.

3% See CASTRONOVO, V., (edStoria dell’l.R.1. Dalle origini al dopoguerra 1933
1948 Vol. 1, Bari, Laterza, 2012, page 3 and ss. Herseto the scholars that wrote in the
book he directed: Adriana Castagnoli, Leandra Dohet Marco Doria, Anna Maria
Falchero, Gianpiero Fumi and Gian Luca Podesta.
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ways of applying the economic policies as |.R.Iswmt created as a corporative
Institution 3’

I.R.I. changed the way of the industrial creditrdeal by the State, that
should not have been anymorefondo perdutbbut it should be coordinated to the
reorganization of the credit secfS?.

This was the innovative aspect of I.R.l. wherentt@nagement of Shares was
not intended as government control over the congsariut as the way to break up
the catolepismo to avoid the breakdown of the banks, and thushefindustrial
sector, and to reform the credit sector.

Once the connection was broken up and liquidity imasrted into the credit
system, the&smobilizzisection of I.R.l. managed the Shares and compamiesd in
what it considered the best way to let them recaret become of interest to be
bought by the private market. Here, in my opinisnalso the innovative aspect of
I.R.1.: reforming the companies to give them bazkhte private market with specific
plans of reorganization and investments, if needed.

While in 1935 the 3 banks involved in the proces$sl.B.l. could be
considered financially recovered, the reorganizataf the companies by the
Smobilizzisection was not completed yet. In 1936 some ofoteed companies
needed further help to recover.

In this situation, the Government decided to tramsafl.R.l. into a permanent
institution even if, in 1934, Beneduce reported tha head of the government was
still of the opinion that I.R.I. should be a temg@gr institution, created to solve a

situation of emergency.

3% As it stands out from the last works collectedhia volume®®® See CASTRONOVO,
V., (ed.)Storia dell'l.R.1. Dalle origini al dopoguerra 1938948 Vol. 1, Bari, Laterza, 2012

%7 See CIOCCA, P., (ed.Btoria dell'l.R.I. L'L.R.I. nell'economia italianayol. 6, Bari,
Laterza Editori, 2015, page 46 and ss. Anyhow, dlging the temporary period, I.R.l. may
be anyway subjected, and used, in order to carrghenpolitical interests, of national or
international nature.

3% Beneduce and Menichella’'s aim was to avoid thestviies as reported by
Castronovo. He agrees that one of the aims ofbation of I.R.l. was the reorganization of
the credit sector. See CASTRONOVO, V., (eftdria dell'l.R.I. Dalle origini al dopoguerra
1933-1948 Vol. 1, Bari, Laterza, 2012, page 3 and ss. ah@GTA, P., (ed.),Storia
dell'l.R.I. L'l.R.I. nell’economia italianayol. 6, Bari, Laterza Editori, 2015.
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Beneduce reinforced the idea of the activities .&%.1l that reflected the
desire to resell the companies to the private nmankth principles of fair price
evaluation, even if the major interest is to sk#é tompanies because “[...] being
part of a state institution does not push the mameant of the companies to invest
in innovation and new industrial activitie¥*®

Beneduce also accepted the idea that, even iptbeess of selling the
companies will go at a fast pace and it will beiropt, there will always be some
leftover®

In my opinion this is the key point that influenade transformation of I.R.1.
into a permanent institution in 193% Since 1937, I.R.I. changed its industrial
polices and the role developed for the Italian ecoy, as specified in the different
Statute laws emitted contemporaneously to thosegdsa adapting its business
activities, aims and goals accordingly.

The timing of the changes of the roles of I.R.le anportant in order to
define the characteristics of aims, goals and itmdligolicies of each sub-period of
the L.LR.1., especially for the period in which ILRwvas temporary, and then when it
became permanent, in 19%7 until 1940, to look at the different approach dgri
peacetime, and then from 1940 to 1945 for the wae-period and onward.

To better understand the timing of these sub-psradd.R.I. | will carry on
the analysis of the financial statemelitsas a more technical evaluation of the
political decisions - analysing a broader periodedérence, until 1959.

In addition, before starting this analysis, it i#eresting to look at the

differences among the sector investments betweentdmporary institution, the

39 4...] appartenere ad un grande istituto statale non felima] pit adatto perché i

dirigenti si sentano spinti nelle innovazioni e laehiziative che sono il fondamento delle
aziende industriali To see the original documenti s in I.LR.l. ArchjvRelazione del
presidente al Consiglio di Amministrazione subbiio al 31 dicembre 1934¢age 20. It is
also cited by D’ANTONE, L., “Da ente transitorioeate permanente”, in CASTRONOVO,
V., (ed.) Storia dell'l.R.l. Dalle origini al dopoguerra 1938948 Vol. 1, Bari, Laterza,
2012.

400 R.I. Archive,Relazione del presidente al Consiglio di Amminidsae sul bilancio
al 31 dicembre 1934age 30.

40! See paragraph 4.1.2

402 The thesis looks especially at the similaritiesveen the permanent I.R.1., from 1937,
as this is the Statute Act the Spanish Institutiopied, as seen when | compared the Statutes
Acts in the Introduction.

03 See this chapter, from paragraph 4.2 onward.
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permanent one and during the period of war, tondeSome aspects that the

financial statements cannot highlight.

4.1.1 - The creation of the temporary |.R.I. in 398om
the savior of the bank and industrial sector to the
permanent Institution in 1937

L’ Istituto per la Ricostruzione Industrialeas constituted with the R.D. L. of
January 23 rd 1933, n. 5 (converted into law on May 1933, n. 512) with the
purpose: [...] to complete the reorganization of the credjtstem with regards to
the technical, economic and financial reorganizatags the industrial systehi®

I.R.I. was divided in two section§mobilizziand Finanziamenti legally
autonomous, with separate balances and separat®@gaes, in charge of different
aims and goals, clearly defined: the sect8mobilizziwas created specifically to
intervene in the crisis of the bank system andctoirasupport of the banks, while
the Finanziamentihad been created to help the companies in diffegiland that
they were entangled with the three banks in crigasons for which [.R.l. was
created.

The intervention that I.R.l. carried out through 8ections should have been
as:

a) Internal to the Companies, through the se@imobilizzi to normalize the
patrimonial consistency and increase profitabiliag well as help to solve the

situation of scarce liquidity of the banks in csisthis section was organized in fact

40441 ] completare I'organizzazione creditizia in rpprto alla riorganizzazione tecnica,

economica e finanziaria delle attivita industrialel Paesé See premise of the RDL 23 rd
of January 1933, n. 5, GU. N. 19 of 24th of Janu®83. For a good resume of the process
of creation of I.R.l., see also Catronovo, “Un fimoid’insieme”, in CASTRONOVO, V.,
(ed.) Storia dell’'l.R.l. Dalle origini al dopoguerra 1938948 Vol. 1, Bari, Laterza, 2012 e
CIOCCA, P., (ed.)Storia dell'l.R.l. L'l.R.l. nel’economia italianayol. 6, Bari, Laterza
Editori, 2015, AMATORI, F., (ed)Storia dell'l.R.l., Il miracolo economico e il ruml
dell'l.R.l., vol. 2, Roma, Laterza, 1998, AVAGLIANO, LLa mano visibile in Italia. Le
vicende della finanziaria I.R.l., dal 1933 al 1980oma, Studium, 1991, AVAGLIANO, L.,
Stato e imprenditori in Italia: le origini dell'IRISalerno, Palladio, 1980.
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as a holding whose aim was to provide financiaphel the banks in difficult
situations;

b) External to the Companies, the Secttamanziamentishould develop its
work granting loans to industrial companies to pagk the Bank loans received and
restore the financial equilibrium to restart thaivn activities. Thanks to the loans to
the Private Companies tHé@nanziamentisection, that operated as an institute of
industrial credit, introducing liquidity in the emomic system.

In fact, the Private Companies received the load paid the debts the
Company had with the banks, and the Banks, tha@heatsame time, reduced its
credits toward the Private Companies when theyidetpair loans, and this way the
bank’s assets found a new equilibrium and resalliediquidity problems.

In sum, the important and innovative role givenheFinanziamentisection
was the role of the lending of long term loansubsitution of the Bank system.

On the contrary, to the&Smobilizzi section was attributed the role of
intervention with the banks in difficulties and meanage the Shares, Credits and
other participations of which I.R.I. could have be® the owner during the activity
of saver, or while reorganizing the financial sture of the banks.

The major part of the Shares acquired by I.R.1.1883 proceed by the
financial assets and shares of the bank in ditiest The agreement was that all the
banks should pass the ownerships, credits and wfahe companies in its Portfolio
to the I.R.I®and I.R.I. would lend a loan with the 4% of int&reate to the bank.

Since the one of the main goals of the creatiohRul. was the recovery of
the banks and industrial system, the price of ihestreceived by the banks were
paid to a superior price with respect to the effecevaluation that the same title
may have in that moment in the market.

In addition to those received by the banks, |.Received also those in

portfolio of thelnstituto di Liquidazion&®®

%% The concept of Portfolio is used when | talk abihet sum of both the Third Owned
Companies’ Shares and credits, while | will use ¢bacept of Total Portfolio when | will
also include the value of the settlements of shanescredits.

0% See COMEI, M.La regolazione indiretta. Fascismo e interventiseoonomico alla
fine degli anni venti. L'Istituto di Liquidazion&926-1932) Napoli, ESI, 1998.
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Of all these shares received the percentage of epefor the single
company runs from the minority to the totality bétproperty of the companies, and

for some Sectors it meant the ownership of théhallcompanies involved in 1%/

Sector Percentage of property
War Iron and Steel Industry 100%

Iron and Steel Industry 40%
Shipbuilding 90%

Maritime Transport and Railway engines 80%
Electricity 30%
Telephonic (almost) 100%

From 1933 to 1937 I.R.l.’'s percentage of ownershiggeased, passing to
21.5% of the Sharé®¥ and to 42% of the Shares of the joint-stock corigsah
thanks to the purchase of Shares into the markebiiaplete the reorganization of
some sectors, during the first 4 yeHfs.

As we can see, the objectives of the complex ojperaiarried out in 1933

were:

97| .R.1. Archive, Numerazione Nera, Documento 418GS, Fondo I.R.l., Numerazione
Nera, b. 81, Relazione riassuntiva dei piani atiiarcal Comitato Corporativo Centrale,
november 1937. The same values are presented byAGWI, V., Dalla periferia al centro.
La seconda rinascita economica dell'ltalia 1861-19Bologna, Il Mulino, 1990 but without
any reference note to where she found the infoonati

% As seen in paragraph 4.1 this percentage correspaigo to the Total Porftoflio of the
companies, see D’ANTONE, L., “Da ente transitorio ente permanente”, in
CASTRONOVO, V., (ed.)Storia dell'l.R.I., vol. 1 Dalle origini al dopoguea 1933-1948
Bari, Laterza, 2012 page 184-186 and ZAMAGNI, Dalla periferia al centro. La seconda
rinascita economica dell'ltalia 1861-198Bologna, Il Mulino, 1990, page 298 and ss.

99| R.I. Archive, Numerazione Nera, Documento 418GS, Fondo I.R.l., Numerazione
Nera, b. 81, Relazione riassuntiva dei piani atiiarcal Comitato Corporativo Centrale,
november 1937. See ZAMAGNI, VDalla periferia al centro. La seconda rinascita
economica dell’ltalia 1861-198 Bologna, Il Mulino, 1990, page 298 and ss.

419 After 1937, it bought shares with the aim of reoniging the sectors for the State
economy or to buy companies considered of absatyertance for the State economy and
goals, as we will see later.
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a) to purchase from the banks all the shares adltsrof the companies of
the industrial and agricultural sectors and, inegah of all that was not specifically
related to the exercise of the short-term creditisTdecision was made with a
double objective:

- To introduce to the financed companies an erthigt exercised
control and that at the same time assumed thedialamle carried out by the
deposit banks;

- To put the deposit banks in the condition of dating their
resources to the ordinary credit and not to thesmial ones™
b) to transfer the industrial Shares to restore ébenomic and financial

balance of the banks that owned them;

c) to eliminate from the assets of the Banks titestihat created the liquidity
crises;

d) to calculate the value of the losses sufferedtliy State in their
interventions in favour of the credit companiespider to be covered by the State.

After the year 1933 in which I.LR.l. concluded th®gess of receiving the
shares and credits, it started the second partsodims, the reorganization and
reselling of the Shares in its Total Portfdlfdwith the aim of obtaining “as much
cash as possiblé*3

Then |.R.I. started its special activity toward thvened companies, to restore
the balance sheet equation and to prepare thene teoldl into the market, as
planned, to stop the losses and make profitableoties that I.R.l. decided to

keep**

“I1 From 1934, the agreement the banks and I.R.lesigip to included not only the final
step of the transfer of the Shares and CreditsRd.) but also the regulation of the activities
of the banks, that were completely reorganizedkbam the Bank law of 1936. See See I.R.I.
Archive, Relazione al Consiglio di Amministrazione sul bdimnal 31 dicembre 193&0th
of April 1937, page 5

“12 The Total Portfolio is the sum of both the Thirdvi@ed Companies’ Shares, Credits
and the Settlements of shares and credits.

43¢ ] Contemporaneamente si inizia I'azione di smobilizatesa a far denaro, [...]”
See |.R.l. ArchiveRelazione al Consiglio di Amministrazione sul bd&nal 31 dicembre
1936,30th of April 1937, page 5

414«gj inizia pure[nel 1934]'opera di deciso intervento nelle singole aziefmtdustriali
per sistemare i bilanci, ai fini di preparare lonsbilizzo delle aziende da cedere e di far
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The Shares and Credits passed by the banks wédeeediiated in the the
Balance Sheet of I.R.I. in 3 entries, dependingheir collectability.
The 3 entries are:
a: Third Owned Companies’ Shares,
b: Third Owned Companies Credits,

c: Settlements of the Shares and Settlement dCtbdits.

In fact, if the necessity to solve the crisis of the bankd mdustrial sectors
was the reason for the creation of I.R.I. in 19B®, second, but not least, aim was
the reorganization task, management, reparatiorsaledn the private market of the
owned companies.

In opinion of Pasquale Saraceldthe birth of I.R.I. did not put an end to
the process of reorganization of the economic sgbtd rather it would have been
the beginning of a broader process that was condpbgethe group of activities
carried out between 1933 and 1936 by the same,|iRd activities of the Ministry
of Finances, of the Bank of Italy and of the depbanks. This whole activity was
carried out keeping in mind economic aims and ttoditability to pursue the goals

that the Institute had been created for.

cessare le perdite e di rendere attive quelle daseovaré. See I.R.l. ArchiveRelazione al
Consiglio di Amministrazione sul bilancio al 31 elicbre 193630th of April 1937, page 5

41> See Ministero per I'Industria e il CommercioR.l. vol Ill Origini, ordinamento e
attivita svolta (Rapporto Saraceno)Utet, Torino, 1955-1956, page 5; SARACENO, P.,
“I.R.l.; Its Origins and Its Position in the Itafiaindustrial Economy (1933-1953)The
Journal of Industrial Economic3, n. 3, 1955; CIANCI, ENascita dello Stato imprenditore
in Italia, Mursia, Milano 1977.
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Chart 1- Percentage dnvestment of I.R.I. in the differel@ectors, (193—- 1937)

No sector

AN

Foreign Owned

Agriculture ’
Companies

and Building

) . Textile
Mines and Chemical

Stee

Source:Self-elaboration of the data from I.R.l. Archiveeveral documer,
years from 1933 t1937

Thebudget of the first four years I.R.I., revealdhow the small and mediu
companés were those thwere sold more easf}f and they provided an econon
favourablereturn sincethe Institute didn't have to invest financial res®s in them.
The investments ahe I.R.l from 1933 to 1937 weredrécted to reorganize theea
transport sectofas required, and in collaboration with tGovernmer),**’ the
Telephone sector thanks to the reorganization of this sector owngdhe S.I.P

Company (in séous difficulties) and the creation of the S.T.EGFouf*'® - and the

16 Selfelaboration of the data from I.R.I. ArchiBalance Sheetfartecipazion years
from 1933 to 1937

“" See I.R.I. ArchiveVerbale del Consiglio di Amministrazione N. 26,uAanza del 11
giugno 1936page 6

8 R.I. tried b engage in the process the most important repeses of the Italial
industrial sector, offering also favorable finahaandition, but they declined the invitatic
See L.R.l. ArchiveRelazione al Consiglio di Amministrazione sul bdanal 31 diembre
1936, 30th of April 1937, page 4. For a detailed list the companies involved s
D’ANTONE, L., “Da ente transitorio a ente permaregntin CASTRONOVO, V., (ed.
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mechanic and electric sectors that needed spegidiments to become competitive
for the private market investors, as we can sezhiart 1°
On the other hand, the profit suffered from thesflisg and profitability

dropped severely during these years.

4.1.2 - Characteristics of I.R.I. from 1937 to 1939

In 1937 L.R.I. was transformed from temporary iatpermanent institution.
The transformation of I.R.I. into a permanent lingidn doesn't modify the activity
of the Smobilizzisection, while it did make a difference to tieanziamenti$ one,
which was closed. At the same time, a new bankfamas emanated to regulate the
way the banks could concede credit to the industeetor, as the way to control the
credit sector.

The reasons why I.R.l. become permanent are gillctear, although the
fact that there were some “leftovers” of Third OwWn€ompanies’ Shares and
credits, as defined by Benediféécould be a reason why the State decided to make
a change in its plans.

In addition to this, we have to consider that Milissdhat changed the idea
expressed in 1934 about the temporariness of |.&d considered that I.R.l. could
develop the new policies of the State controllimgme of the industrial sectors
useful for the autarkic aims, such as the Iron el sector for war.

Storia dell'l.R.I. Dalle origini al dopoguerra 1938948 Vol. 1, Bari, Laterza, 2012, page

200 and ss.
“1% The last work on the major sectors owned by I.isl.presented in the books
AMATORI, F., (ed),Storia dell'l.R.l. Il miracolo economico e il ruoldell'l.R.I., vol. 2,

Roma, Laterza, 1998, and RUSSOLILLO, F., (e8tpria dell'l.R.l. Un gruppo singolare,
vol. 5, Bari, Laterza Editori, 2015

420 See CONFALONIERI, A.Banche miste e grande industria in Italia: 1914339
Milano, Banca Commerciale Italiana, 1994 and CASSES, 1986

21| R.I. Archive,Relazione del presidente al Consiglio di Amminidae sul bilancio
al 31 dicembre 1934age 30. See also paragraph 4.1
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The political power more inclined to organize atighrutarkic econoniy?
was, in fact, a positive environment in which tinrarge happened. Without it, I.R.I.
could not be transformed, but nor could it be tramsed without the ‘leftover’.

In my opinion the strongest reason that generdtedchange was the fact
that the amount of the companies Beneduce plarmnbd teftovers were not exactly
what I.R.l. owned at the beginning of 1936, as timeyjuded some groups that I.R.I.
had found impossible to sell to the marf@t.

While until 1937 LR.l. limited its activities toeadl with the sectors and
companies that formed the legacy of the agreemehts933, after 1937 these
activities of I.LR.l. were integrated into the airmokthe economic policies of the
Government?® who promoted several policies and projects ireotd fulfil their
aims®, including:

1) Autarkic economy?®

2) Economic Development of the Colonies;

3) Productions related to the National Defence and. War

These new aims for I.R.I. were added to the origomes that th&Sezione
Smobilizzialready carried out since 1933:

1) Investment in new industrial activities, in collabton with private

capital if needed?’

2) the creation of technical courses for professignaparations.

422 Of the same opinion is Castronuovo in CASTRONOWAQ, (ed.) Storia dell’l.R.1.
Dalle origini al dopoguerra 1933-1948/0l. 1, Bari, Laterza, 2012, page 31 and Ciocta i
CIOCCA, P., (ed.)Storia dell'l.R.l. L'l.R.I. nel’'economia italianayol. 6, Bari, Laterza
Editori, 2015

4% Ciocca also thinks the selling of the Third Own@bmpanies’ Shares was
inappropriate or impossible.

24 ZAMAGNI, V., 1990

42> See CASTRONOVO, V., (ed$toria dell'l.R.I. Dalle origini al dopoguerra 1933
1948 Vol. 1, Bari, Laterza, 2012, page 24

2% The dates of thePlans of autarkic development productidrad already started by
1936 in the agricultural sector, such as wheat.I$ek Archive.,Piani autarchici1938

4?7 See art. 3 a) R.D.-L. 24 giugno 1937, n. 905
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Chart 2 -Percentage of Investment |.R.1. in the different Sectors, (19— 1940)

Foreigrn Ownec
Compznies -\ Banks

Telephone

Agriculture
and Building

Source:Self-elaboration of the data from I.R.l. Archivegveral documer,
years from 197 to 1940

For the industriacompanies still owned by I.R.I. in 1937 decided to invest
preferably in theiron anc steel industry, more exactly thdéva and Dalmine
Societies, owned since the beginnithat with Cogne Terni and Ansaldc Societies
created a homogeneous segroup for War Iron and Ste&®

The sameactior was taken toward the Shipbuilding d Mechanical
industries.

The new initiativesstarted during this period and directe help the private
capital, or in substitution of iinterested the sectors of Syaetit rubber, cellulose

refractory materials, oplal glass, and professional schoas we can see Chart
2.429

28| R.I. Archive, Relazione del President# Consiglio di Amministrazione sul bilanc
al 31 dicembre 193¢page 13

42 The last work on the major sectors owned by I.Rsl.fresented in the bool
AMATORI, F., (ed), Storia dell'l.R.1. Il miracolo economico e il ruoldell'l.R.I., vol. 2,
Roma, Laterza, 1998, and RUSSOLILLO, F., (eStoria dell'l.R.I. Un gruppo singolart
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4.1.3 — I.LR.I. and the Second World War and Post Wa

period

The war strongly influenced I.R.1.’s activities anlbsed a period in which
I.R.l. developed technical and financial reorgamnares that were the aims of the
Institute during its first 7 years of activities.

Since 1939, when Beneduce resigned as presidehRdf, the Institute
changed its internal organization and its aims ivecanore permeated by autarkic
ideology and I.R.I. was transformed into the ecoiwoanm of the State to carry out
these policies.

During the war period the most important investraemntere in the
mechanical and chemical sectors where the manageganizations ran under
different rules, it did not include the economifi@éncy or cost reductions. On the
contrary, the first aim was increasing productiontiluoutput was maximised, in
order to satisfy the war necessities.

The new acquisitions were just a few if compareth financial resources
that I.R.I. could use for this purpose. In facgythwere only used to increase the
productive process of the already owned companig®ut any consideration of the

costs and profitability*

vol. 5, Bari, Laterza Editori, 2015 and RUSSOLILLB, (ed.),Storia dell'l.R.I. Un gruppo
singolare,vol. 5, Bari, Laterza Editori, 2015

430 MINISTERO PER LA COSTITUENTERapporto della commissione economica, I
Industria |.- Relazione, Vol., Roma Istituto poligrafico dello stato, 1947, p&Jje
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Chart 3 -Percentage of Investment |.R.1. in the different Sectors, (19~ 1945)

Foreign Owned

Agriculture - g cector )
Compaznies

and Building

Texti I;\ |

Telephone

Sea Transport

Source:Self-elaboration of the data from I.R.l. Archivegveral documer,
years from1940 to 1945

The war cause imbalances and more serious damatped.R.l. and the
mechanical and steel industries were devoted teldpwvtheir activity with warlike
purposes and therefore the |-war reconversion to peace production needed fu
financial resources tr I.R.1., and the State, had to pay.

4.2 —The Financial Statement Analysisl.R.I.

The timing of the different rol of I.R.I. influenced the management of 1
Third Owned Companies’ Sha and Creditslepending on the aims pursued in e
sub-period:for example, the aim from 19-1937 was to resell them back to th
market, while from 137 it changed tananaging them, until 1939, when it star
the new management and began to collaborate tautskic policies until 194!
and in 1948 started tobuild the Italian economy.
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For this reason, the analysis of the values ofFihancial Statement related
to these two aspects are very important to deterntie characteristic and the
activities of I.R.1., as it carried on its aimsdhgh the ownership of the Credits and
Shares of Third Companies, and their managemenewoldtion will be helpful to
define the sub-periods of .R.1.

In the Balance Sheet, among the Assets, we cartliméntry of the Shares
and Credits of Third Companies owned by [.R.I., dmes passed by the Banks to
the Institution, entry of the Assets column calléddrd Owned Companies’ Shares,
to differentiate them from the Shares of I.R.l.’apial, indicated as Shareholders’
Capital, or, on the occasions when the referenceisstrictly related to the entry

and the Balance Sheet, | will also use the syno8tate Funds.

4.2.1 - The Third Owned Companies’ Shares and Gredi

It is useful to remember that the business actiwityl.R.l. included the
management, reorganization and financing of congsaaf the industrial sector of
Italy, and more importantly, the ones in its PditfoThe goals to pursue were the
development of these companies and/or of the sectmisidered important for the
goals of the nation. I.R.l. developed its work totaon the aims, not only by the
ownership of Shares, but also of Credit towardTthed Owned Companies’ Shares.

The major part of these Credits had been inhetigdther with the Shares
during the passage of property from the banks tdvd.l. and part of them were
included in the entry Settlements of Shares andiGiell together, as they were the
ones that I.R.I. considered difficult to be paiakaf Credits, or to be bought back,
or survive the situation, in case of Shares. TheedPgages of these entries are
shown in Grap26, and as we can see the percentage of the Settierare very
low, as in the Balance Sheet the entry is regidtatethe end of the year with the

value that I.R.I. expects to receive from theifisgl

161



Graph 26 — Percentages of the Shares, CreditsettidrBents in Portfolio, 1933 - 1959
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Sources: I.R.I. Archivd,R.l. Balance Sheet Volumd3ata for the years 1933 — 1959

As L.R.1. differentiates the entries among Cred#isares and Settlements, the
latter includes Shares and Credits, it is intengstio look at, individually, the
Percentage of the Shares and the ones of the €thdit I.R.I. owned of the Third

Owned Companies, and the Settlements by themselves.

4.2.2 - The Third Owned Companies’ Shares

The entry Third Owned Companies’ Shares is pathefAssets column and
it measures the how important the Third Owned Caongsa Shares are for L.R.I.
with respect to its Assets. The Ratio | calculatd present irGraph 27 relates to the
value of the entry with respect to the Total Assatsl it measures how important
the aim of ownership and control over the Compaalesg the period had been.

In fact, the ownership of Shares is important beealR.l. could influence
the business activities, the aim and industrialged of the Companies controlled

by the Shares.
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Graph 27 - Percentage of Third Owned Companiesiéshaver Total Assets, 1933 - 1959

100
%

90

80 4

70 A

60

50 A

40 4

30

20 4

10+

0

Years

1933 1935 1937 1939 1941

1943

1945

1947

1949

1951

1953

1955 7 1951959

Sources: I.R.I. Archivd,R.l. Balance Sheet Volumd3ata for the years 1933 — 1959

As we can see, I.R.l. percentages of Third Ownedn@@mies’ Shares

changed several times and marked the differentogerin which I.R.l. roles’

changed in the Italian economy. The trend and mffees in the percentages were

strictly dependent on the different sub-periodsaghbr27 shows the percentages of
Third Owned Companies’ Shares from 1933 to 195&edIto the Total Assets.
In fact, Graph 27 shows that from 1933 to 1936, tdreporary period, the

percentages of Third Owned Companies’ Shares asedsible as they depend on

the positive outcome of the settlenf&hiof the Third Owned Companies’ Shares,

43! The process indicated by Settlement is intendee hs the process of selling the
credits and shares back to the market and als¢etw them off in the case that it was be
impossible to be paid off by the debtors or it wapossible to be sold on the market. The
revision of the values had been carried on fornttagor part at the beginning of this period,
during 1933 and then in the years after the procadseen repeated to revise the job already

done and to update it to the new analysis of thmson of the Companies.
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that was the commitment for that period of I.Rds indicated in the Statute of
I.R.1..4%2

From 1937 to 1939, the partial autarkic period,ytlaee increasing in a
moderate way. Instead from 1941 to 1943, duringwae time, the percentages
increased and reached the highest values of th@dmed period, then diminished
and after 1948 increased and stabilized into agméage of around 50%, then 80%
from 1955. As we can see the percentages of shaeedifferent depending on the
period of L.LR.l. we refer to, and they marked themh different trends in the
percentages. During the period of war and afte519R.1. was called to help Italy
to develop, and for this reason it increased fsresf for the national economy.

The years of 1936 and 1940 are turning pointsfiteebecause the I.R.1. had
already begun the process of changing from tempaogpermanent; and the second
because the industrial politics changed due tadttext intervention in the war for
Italy that drove the total autarkic policies.

If we observe the Graph 27, it seems that a trewsisefrom 1936 until 1940
inclusive, as if they were a sub-period itself. @re hand, the percentages of 1936
may be considered the foundation on which the mdiof 1937 were developed,
because the process of transformation had alreaded in this year to obtain the
permanent I.R.l. On the other hand, 1940 had tmdladed in the plans of the total
autarkic policies as is evident reading tHeelazioni del Consiglio di
Amministraziongbeginning from September 1989, but in this case to carry out
these policies needed more than just one year-ofganization. For these reasons
the years of 1936 and 1940 can be included in tiner dwo sub-periods.

The year 1942 is a key point in the trend of I.Rdrcentages of the Third
Owned Companies’ Shares and it demonstrated that #xisted a pre-1942 trend
and a post-1943 one. In 1942, the weight of I.BHares signed a break in the
positive trend after 8 years of uninterrupted tewgeto increase; after 1943, the

shares started a trend of decreasing until 194d ,tla@n again, we can observe a

432 As we have seen in Introduction, paragraph almuStatute Act
33| R.I. Archive,Relazioni del Consiglio di Amministrazigrigeptember 1939
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quick increase in the percentages that stabilizednal 50%, from 1948 until 1954,
and then 80% until 1959.

In fact, the trend before the key point of 1942vghdhat from 1933 until
1936, it varied each year due to the aims of theptwary I.R.l. the reselling to the
private market of these same Third Owned Compai@bares and Credits, as with
the changing in the Settlements of the Shares aedit§*** However, in mid-1936,
the difficulties in accomplishing I.R.I. commitmerttecame evident for the Director
and their entourad®® Since then, the values of the Third Owned Compganie
Shares started to increase slightly each year 184D, when again the tendency
suffered a quick increase due to the investmeniforld War II.

An important aspect of this same sub-period isféoe that I.R.I. started to
be considered by the Fascist Government as a wagalize the Partial autarkic
policies®*® In fact, in this period the Third Owned Compani&$iares that I.R.I.
may have owned in some of the sectors that theigtaSovernment declared of
national importance obliged the Italian Institutids@a keep up with the State
directives. In fact, the first reports for partaltarkic production are dated 1937, and
the plans about the production necessary to respmtioce demand of the national
economy had been redacted since 1937 for diffeyectiors of production, such as
Food — rice and wheat, for example, or steel prbdoc These plans had to be
carried on in 5 year§’

In 1940 Italy became directly involved in World Wkirand from then on
needed to take care of war production and the RiatdPolicy for war, which by
definition was not concerned with costs, unlike ®artial Autarkic Policy that

was*3®

434 See I.R.I. ArchiveRelazioni del Consiglio di Amministrazigrigezione Smobilizzi e
Sezione Finanziamentiears from 1933 to 1937.

3% See |.R.I. ArchiveRelazioni del Consiglio di Amministrazigrizine 1936.

43 | R.I. Archive, Relazioni del Consiglio di Amministrazign2937 and 1938, I.R.I.
Archive, Numerazione Nera, Documento 4130, ACS deonR.l., Numerazione Nera, b. 81,
Relazione riassuntiva dei piani autarchici al CataitCorporativo Centrale, November 1937.

“37|.R.1. Archive, Numerazione Nera, Documento 418GS, Fondo I.R.I., Numerazione
Nera, b. 81, Relazione riassuntiva dei piani atiiarcal Comitato Corporativo Centrale,
november 1937.

43| R.1. Archive, Numerazione Nera, Documento 418GS, Fondo I.R.I., Numerazione
Nera, b. 81, Relazione riassuntiva dei piani atiarcal Comitato Corporativo Centrale,
november 1937.
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Values from 1944 until 1947 should be considereda ggeriod under the
aspect of an unknown future life expectancy for.ll.R this case, these 4 years
represented a moment of reflection for the futufettos Institution that was
identified as a creation of the Fascist Ideologylanger in power.

After 1943, Italy changed Allies and during theldaling two years, the
Italian territory had been the place in which tharwas fought, and the values of
the Stock Market and of the companies across ttadidly decreased, as we can see
from 1944 to 1945.

Graph 28 — Shareholders Capital over Total Liab#lt®
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Sources: I.R.I. Archivd,R.l. Balance Sheet Volumd3ata for the years 1933 — 1959

During this period, the part of Italy under US Armmgntrol already started to
be interested in I.R.l. and they were formally agaimaintaining I.R.I. functionality
after the end of World War II. Then, from 1946 @47, after the end of World War

I, I.R.l. awaited to know its future. From 1949veerd, the tendency line of the

439 As explained in the Balance Sheet Equation, theevaf the Total Liabilities is equal
to the Total Assets.
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Shares, see Graph 27, found a steady position,raspanse to the new aim that
I.R.I. was called to accomplish: the recovery aedonstruction of the Italian
economy system and of its companies.

The years of 1946 and 1947 have a very low pergentd Third Owned
Companies’ Shares with respect to the other yaarseen in Graph 27. The rate is
determined by the increase in the Shareholderst{gglétermined by the increase in
the Shareholder's Capitdl® that from 2.000.000.000 Lira, passed to be
12.000.000.000 and to 20.000.000.000 Lira in 184&,Graph 28.

For this reason, the exceptionally low level fog fRatio of the Third Owned
Companies’ Shares, in Graph, is due to the special moment of increase of the
denominator of the Ratios, the Total Liabilities, the Shareholders Equity is an
addend of the Total Liabilities, that, in the BalarSheet equation, the sum is equal
in value to the Total Assefs!

In Graph 29 is shown the percentage of the Shatel®oICapital related to
the Total Liabilities, that express the percentaigeow much of the Total Liabilities
is formed by it.

The percentage of the Shareholders Capital retatéae Total Liabilities, in
Graph 29, helps to understand the importance otliamge in its values of 1946,
that more than doubled the percentage of 1945 nvegoabout 47%. Also in 1948
there was an increase of the Shareholders Capital.

Furthermore, the changes in the Value of the Slotders Capital clearly
stated the changes in the years of 1937 and 1@diimarked the sub-periods 1933-
1936, 1937-1940 and then the years from 1941 td.1194ide these sub-periods the
rate kept a similar percentage, also during thepeaiod. The other sub-periods are
not marked as the ones before and during the vis.riiay let us think that after the
war, the importance of the investment by the statthe Shareholders Capital was

not the only way to finance the business activitiesR.1..

49 The Shareholders Capital is one of the entrigh®fShareholders Equity. See Table 6
in Methodology Annex.
441 See Table 7 in Methodology Annex.
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However the rai is calculated, its still of importance because it helps
understand hat the exceptional reduction in the values of frerds Owne:
Companies Shargén Graph 27,is due to the increase in the values of Total
Assets due to thamcrease in thShareholders Capital, @®nfirmed inGraph 28,
and not to alecrease of the values of thhares owned.

Graph 29 — I.R.IShareholders Capital defla**?
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On the contrary, in 1937, thc had been a revaluation of theThird Owned
Companies’ Shareglues,andit was a process connected to the transformatic
the Institution topermanece, and a reconsideration of the opportunities to ths
Owned Companies for the different goals 1.R.I. was then committed .**3
Instead, in 1948 the Institute reconsidered valokshe Thirds Owne:

Companies Shares using tSurplus of the SettlementSdpravvenienze attive

442 The Shareholders’ Capital values from the Balanicee® had been deflated by
Price index, year of reference 1939, calculatedguihe Vecchi Series of the Pier capita
and 1939 as reference year, VECCH., In ricchezza e in poverta: il benessere degliani
dall'unita a oggj Bologna, Il Mulino, 201

443 See |.R.I.Relazione di Consiglio di Amministraziond 937, approved in April 19;
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Titoli), a fund required by the statute of I.R.l., that wasg of the Equity and at the
same time was used to re-evaluate the Shares owihésl.process increased the
Equity and the Shares entries at the same time.ifidrease in the Shareholder
Capital had been carried on by the State in thesy#a37, 1941, 1946, 1947, 1948,
1951, 1952, 1958 and 1959, see the changes in G&phhe increase in nominal
value of the Shareholder Capital was obligatedheychange in the real value of the
Lira, influenced by a strong inflation, and fordhlieason I.R.l. needed financial help
to keep up with its aims. Furthermore, during therM/ War Il years (1940-1945)

and after 1948, L.R.l. increased its financial ®sdg due to the special goals
pursued during these two periods: in the first omay production and self-

sufficiency due to the special situation, in thitgelabecause of the new role of I.R.I.
in the economic development of Italy.

Although, as we have seen, the Ratio of the Thinch€d Companies’ Shares
suffers from the changes in the Shareholder Capitais still able to give
information about the evolution of the periods &.1. and it helps to demonstrate
that the exceptional reduction in the values oftheds Owned Shares is due to the
increase in the values of the Total Assets duenéoiicrease of the Shareholder
Capital, and on the other hand, it also put evidemtthe importance for the State to

finance I.R.I. to allow it to pursue its goal.

4.2.3 - The Third Owned Companies Credits

It calls a special awareness the classificatiord use l.R.l. for the Credits
toward Companies in Portfolf? They are considered as part of the Thirds Owned
Companies Portfolio, although they are Creditsldans toward owned companies,

not to be mistaken for the Bonds that are inclugedhe Section Debits of the

““4\When | use the word Portfolio | intend to inclutie Third Owned Companies entries,
the Shares and the Credits. See also footnote 405.
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Liabilities, if emitted by I.R.Il. or Credits, Assetif bought as a form of financing
Private Companie¥®

This situation is due to the role of I.R.l. relatea the recovery of the
Companies and their privatization. For this reaste, interest of L.R.l.,, at the
beginning, was not the total control over the conmgsthat could have been carried
out through the possession of the majority of thares of the Thirds Companies,
but the financial help to allow them to recovernfrathe difficulties and be
independent.

In fact, Shares and Credits toward Companies infétor are two ways to
give financial help to the same Companies, butevtiie latter leaves the Company
independent in its decision making, the first akow.R.I. to control the Company.

Graph 30 shows the percentage of the Third Ownedpaaies Credit over
the Assets, as in Graph 27 for the Shares. Inctiee, we can see that I.R.l. was not
interested in financing the Companies until 1945.

In fact, throughout the considered period the Gretiows two different
trends: the first one from 1933 to 1944, when gscpntage is around 10%, while
from 1945 to 1948 the percentage is very high bezdhe activity of I.R.l. was
reduced due to the sabbatical period that the rtewe $ook to consider whether to
keep I.R.1. alive or to close it up. For this reasbR.l. was not allowed to increase
its Shares but it was allowed to finance the Comgpanorder to help them to
manage themselves and produce goods that may besageies, until the decision of
what to do with them had been taken.

After this, when the decision was taken and it wasided that I.R.l. would
be kept, the Credit of Third Owned Companies aeguirmportance, and its
percentage had been around 40% until 1954 and2®fgnfrom 1955.

4> The data | use here is elaborated by Financiale®&nt Analysis of I.R.l. and
calculate the Shares and the Credits separately.
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Graph 30 Third Owned CompanieCredit over Total Assets
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For better understandi of the change in thamportance of the u: of the
Credif“® instrument insteaof the Shares, it is useful to compare the percenté
each of the instrumes over the total amount of ‘Investment on Third Owi
Companies’, understood as the sum of the valuésnaicing and Shares into Th
OwnedCompanies indicated in the Balance Sheet in thenwolof the Asset:

Graph 31shows the perceage of the Credits and of thehares over the
Total Portfolia As we can see, the Credits were lower than hares, until 1944,
and their percentage is moving from 70% to 8in 1937, and then it increes to
reach the level from ©% to 89% until 1944.

Then in 1945it decreases to 65% for the sharesiantkass to 35% for the
Credits, and during the period from 1946 to 1948hrcentage was completely
opposite, with 70% of the Credits and 30% of thereh. This period ithe complete
opposite othe one before and of the one after. In faalom 1949 the percentage

448 The Third Owned Companies Credit indicates thenfiirag that I.R.l. was concedir
to the Companies they want to help, or promotéhéir activities
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the Shares are again more than the Credits but witlssetegap, the shares mov
from 53%to 61 % and the Credits from % to 45%.

During the period from 1946 to 19 I.R.I. used the opportunity to finan
through Credits morastead of investingn the Companies buying Sha. In fact,
the increase in the values of the Credits during theriod comes from the
concession of new Credits. This activity was cohiyecarried on with the new go
of helping the Companies but not increasing its ownership &ird§ Ownec

Companies.

Graph 31 Percentage cThird Owned Companies’ Sharasd Creditcover Portfolio
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Instead, we observe th from 1936, I.R.l. increased iShares to 90% in
1940, while during the period from 1936 to 1944 peecentage roundeout to 80-
90%. The ownership of the Shares is important seat allowed a comple
control over the Companit

So, during the period in whi .R.l. was mostly the hand of the State in
economy and played the role of the Institute fer Autarkic policies, thpercentage
of shares were higher because this was the wayghrarhichl.R.I. was developing

its role and at the same time eing its decision-makingower over the Compani

172



in Portfolio. After the end of the Second World Ware can see how the use of
Credits and Shares change and even if the useeoSliares instruments is still

important it is more equal to the Credits one.

4.2.4 - The Settlement of the Thirds Owned Comganie

Shares and Credits

As seen, the Statute of I.R.l. stated the oppastuni sell the Third Owned
Companies’ Shares in which the state was not istiede or introduced the idea to
use uniformed criteria to manage the companies ttiatstate has no interest in
preservind'*’ For I.R.1., the action of liquidation also meahe tprocess of settling
the Credits or Shares that it was not able tolsstk to the market - the first of the
aim of I.R.1.%®

In fact, the major goal of I.R.I. indicated in te&atute was reorganization to
settle the Companies and sell them back to thefgimnarket or, if not possible, to
close them up, the solution adopted in the casethieaShares had no value on the
market, and in the case that the Credits were deresil uncollectible.

The percentage of Total settlement is shown in B3 As we can see
the highest percentage was in 1936, just befordrémsformation to a permanent
Institution, while the other years from 1937 to @94.R.l. carried on a modest
activity of Settlement, and contemporaneously I.Bought some new companies to

meet its goals, and increased the Portfolio.

4" See article 1, paragraph 3, of I.R.I.

448 See article 1, paragraph 3, of I.R.I.

4 The percentage of Settlements is calculated Brttlements over the Total Portfolio,
that is equivalent to Third Owned Companies’ Sharéded to Third Owned Companies
Credits, in which are included also the Shares @netlits that are to be settled. In the
Balance Sheet there are the 3 separated entriesiSefootnote 405
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Graph 32 — Percentage of Total Settlements oveal Rairtfolio, 1934-1959
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Sources: |.R.l. Archive,R.l. Balance Sheet Volumd3ata for the years 1933 — 1959

Furthermore, an important aspect of the Settlemprdcess is the
redistribution between the Credits and Sharesha#is in Graph 33: the highest
percentage of Settlements was carried on for tleli@rand not the Shares. This
meant that I.LR.l. was reducing more the CreditsTafrd Owned Companies
inherited by the Banks, than the Shares, and coes#ly the control over the
Thirds Owned Companies.

The fact the reduction of the Portfolio had notrbée the selling of the
Companies Shares to the private market, but thectiesh of the Credits, that in
some way is contrasting the idea of the tempordyl.lalready in 1936, but it can
also introduce the idea that Third Owned Compangisares were much more
difficult to settle for the difficulties of the nahal economy and industrial sector to

buy and invest in some sectors.
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Graph 33 — Percentage of Settlements in Share€eatits related to the Total Settlements
Portfolio
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Sources: |.R.I. Archive,R.l. Balance Sheet Volumd3ata for the years 1933 — 1959

In Graph 34 the percentages of settlements arallatdd related to their
correspondent Total in Total Portfolio, the Setietnof the Shares related to the
Third Owned Companies’ Shares and the SettlemeheiCredits related to the
Third Owned Companies Credits, both including tk#&l&ments in their total sum.

This graph also shows that the percentages of thditS are higher with
respect to the values of the Total Credits in Bbdf while the settlements of Shares
are very low. The activity of Settlements has iselit influenced the portfolio,
starting from 1937. On the other hand, the yeat3d6 present in this case and for
all the data considered a pick, confirming to be year with important decisions

taken with the Portfolio.
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Graph 34 — Percentage of Settlements of CreditsShades related to their Total in Total

Portfolio
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The reason that drove I.R.I. to take this decisind this path may have been
the difficulties the experienced in regaining theedits from the Thirds Owned
Companies, or on the other hand, and in my opiniore realisti¢?° is the fact that
I.R.l. faced difficulties to resell to the markéetShares owned. If the latter would
be case, I.R.I. would find itself becoming permérdare to the difficulties in selling
the companie&>*

Although in Graph 33, the Shares in 1936 were 30%® Settlements, the
highest value ever, and being 1936, the year irchvtiie Total Settlements were the

40 5ee D'’ANTONE, L., “Da ente transitorio a ente pamante”, in CASTRONOVO, V.,
(ed.) Storia dell'l.R.l. Dalle origini al dopoguerra 1938948 Vol. 1, Bari, Laterza, 2012,

page 167
“lSee D'’ANTONE, L., “Da ente transitorio a enterpanente”, in CASTRONOVO, V.,

(ed.) Storia dell'l.R.l. Dalle origini al dopoguerra 1938948 Vol. 1, Bari, Laterza, 2012,
page 167
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highest, see Graph 32, it suggests that |.R.l.fa@ag a definitive reorganization of
the Institution getting ready to transform itsetirh temporary into permanent.

From 1943 the only activity of Settlements inteedsthe Credits, although
the decisions taken during this period were regdldiy Law, due to the special
situation of ltaly that was divided in two parts the war and also I.R.l.’s Third
Owned Companies were divided depending on the gpbgral position.

The Settlements may generate a Surplus in cassetlireg price was higher
than the entry value of the Company Share or edigistered in the Balance
Sheet, fund required by the Statute of I.R.1., . 20, and that had to be added in
the Special Reserve Fund art. 20, as an addendthre tquity.

The surplus is calculated by the difference betwtberselling price and the
values of the Credits or Shares present in theuwstaat’s books at the moment the
Third Owned Companies’ Shares were sold.

The entry Surplus of the Settlements significairityreased the values of its
entry and in 1948 was used to re-evaluate the Sharthe Portfolio. This process
increased the Equity, entry of the Total Liabiktieand the Third Owned
Companies’ Shares, entry of the Assets, at the siamee

Although these values may present some distortreated by the sudden
changes in the Total Liabilities, for the yearswhich the Institute had been less
influenced by the external situations and managegdanding to the rules, the Ratio
is still reliablé®™
On the other hand, this special situation of tharyel946-1948 shows that

to be used in the analysis and comparison.

when the Institution acts in an economy in diffig after the end of a war, the

State is the most important financier of theseitimsbns.

452 See FRIDSON, M., ALVAREZ, FFinancial Statement Analysi8® Edition, New
York, Wiley & Sons, 2002

177



4.3 - TheSectors o Third Owned Companies’ Sha of I.R.1.**®

The Sectors ¢ Third Owned Companies’ Shares @raph 35 shows the
percentage of th8haresfor each sector in which I.Rihvested, from 1933 to 195
The evolution of the percentage shows changs in ownership suffered by al
sector.

As we have seerfrom 1933 to 1936 the Sector of Sea Transport hagr
investments, ad.R.l. was trying to reorganize the sector. But after 1¢the
Mechanic andsteel sector had the jor role in the investmenhade byl.R.I. until

1945.

Graph 35shows the percentage dhird Owned Companies’ Sha for each
sector.

Graph 35 —Percentage oiSectors of Third Owned Companies’ Sha (1933-1959)
(Mechanical aniMetallurgic on the Right Axes)
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Sourcesl.R.1. Archive, I.R.I. Balance Sheet Volumd3ata for the years 19— 1959

%3 The last work on the major sectors owned by I.Rsl.presented in the boo
AMATORI, F., (ed), Storia dell'l.R.l. Il miracoloeconomico e il ruolo dell'l.R.I vol. 2,
Roma, Laterza, 1998, and RUSSOLILLO, F., (eStoria dell'l.R.l. Un gruppo singolart
vol. 5, Bari, Laterza Editori, 201
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As we can sedhe Land and Sea transport dhd Steel industry are the mq
important groups during the period from 1936 to @,9%hile the electric an
Mechanical and Metallurgic are second in equaltpors

During this period these sectors receiv higherpercentage of investmer

than the othr sectors, as seenChart 1 and Chart 2.

4.4 - TheSectors o Third Owned Companies’ Sha of |.R.I.
revisited by the Classification used I.N.I.

As said in Chapter I.N.I. classified its companies by other rules. lists
of the companies help understand and remake a classification of tles @fl.R.I.,

that | present ilisraph36.

Graph 36 —Percentage oSectors ofThird Owned Companies’ Sha revisited with the
Classification ofl.N.l. (Steel, Mechanical and Metallurgic on the Rightes),
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The changes suffered by percentage of the Steelhaiécal and Metallurgic
sectors shows how important the sector became .R. lafter World War I,
starting from 75% in 1946, while in the period lrefthe war the percentages were
around 10-15%, and the most important were the laanl Sea Transport and the
Electric ones.

From Graph 35 we can also see that the Mechanid/tallurgic had about
the same percentage of the Steel industry in thegeefore war, while during the
war until 1950 Steel reduced its importance andMleehanic and Metallurgic were
the major sector throughout this period.

After 1950, the Steel sector started to increaseriportance and reached the

same percentages as the Mechanic and Metallurgic.

4.5 - Return on Equity (R.O.E.), Profits and Divide

The Return on Equity (R.O.E.) as measure of tbétpbility is important as
the Profitability is the most important goal of yaie corporations. In the case of
I.R.I. it had always been considered as one odiitss, although, in practice, with
different degrees depending of the periods.

This ratio is also important because during theall dtutarkic polices for
war;** profitability is not pursued and the productiordta be done at any cost.
The understanding of the R.O.E may help to identigny period may respond to
this definition.

This is also true for the sub-period between 1988 4959, for which |

calculate the Ratio and present it in Graph 37.

454 See Chapter 2.
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Graph 37 —-L.R.l.: R.O.E. Ratio for Net Income related to SharehoklCapital and
ShareholderEquity (Right Axis)
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As we can see, the Return on Equity clated in both ways shows that frc
1937 the trend was negative for both during théopenf partial autarky, from 193
to 1940, and then whettaly got involved in the war, both reduced theitues to
under 10%, from 1943 to reach 5% or even less t84€-1948.

The ratio presen a high percentage during the period of the tempc
l.R.l., whenthe most important role I.R.l. was the reselling of thThird Owned
Companies’ Share® the market. Tkse percentages also me#mdt the process of
reselling to the markeinterested the companies in good condition who were
profitable,while the drop of 193

The reason had toe looked at the amount dthird Owned Companie:
Sharessold into the markeas they were surely more profitable than the oftare
the Portfolio of I1.R.I.The percentage drop after 1936, the last year ich I.R.I.
carried on the original aim a temporary institution.

As for I.R.l.the major goal is the managing and reselling oThird Owned
Companies’ Sharest will be useful als. In fact, in Graph 38ve can observe tr

percentages of the Dividends over 1Third Owned Companies’ Sha. These
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values decreased in 1935, but as Dividends dedemsme than Shares, t
profitability in 1935was lower than in 1934. This situation may conftirat during
1934 the Companies or shares sold were wealthaer tthe one which remained in
portfolio.

In fact, the trend of the percentagethe Dividends respect Third Owned
Companies’ Sharesn Graph 38, tend to decrease until 1948en both start t
increase again, evenwith striking differences from 1954.

So,these trends put in evidce that during the war autarkic periods, or €
a partial autarkicone, the profits of the investment are not a gosinere, as

production at any cost is the new g

Graph 38 —ILR.l.: R.O.E. Ratio for Dividends related tS8hareholder's Equi and
Percentage « Dividends related t@hird Owned Companies’ Sha (Right
AXis)
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Instead, the increase in the y«1936 that is observeid due to the risof
benefits from the sellir the Third Owned Companies’ Shagesd from the Resen
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funds that were diminished and redistribut®tthat incremented the Dividends
values, while the Shareholders Equity was the s&laeertheless, the percentage of
the Third Owned Companies’ Shares in 1936 is diighore than the previous year.

On the other hand, the percentage of R.O.E. drodpestically in 1937, and
it was caused by the increase of the Sharehol@agstal - part of the Shareholder’s
Equity - which, thanks to I.R.I. Act of 1937, becarh000 billion lire. This change
in the Capital was related to the change of thdsgofl.R.l. due to the process of
transformation into a permanent Institution. Frdm goal of selling the shares or
Companies it passed to carry out one of managiagTtiird Owned Companies’
Shares in portfolio in the year of 1937, with th@wnaim of organizing them into
instrument of the partial autarkic policies thasé&iat Government planned to carry
out for all Italy.

Then, from 1938, the trend of the R.O.E, as shaw@naph 38, presented a
negative result, until 1946. During this period ffear 1941 presented an important
drop in the percentage, as it was for 1937. This again caused by the increase of
Capital Share, that became 2000 billion Lira. Ict,féhe other percentages decrease
constantly, creating the sensation of a constaminishment.

For the R.O.E. Ratio we can observe, in Graph B88nerease in the values
of 1938 with respect to 1937 and in 1942 with respe 1941. These were the result
of changes in the regulation of the use of Reskmds that became at the disposal
of I.R.I. and were redistributed as Dividends, @aging their values.

The increasing in the values of the Dividends iflected also in the
percentage of their values in relation to the Tldsined Companies’ Shares, Graph
38, that in 1938 and 1942 show a peak in theirgpeages, that differ from the other
years.

[.R.I.’s downward trend in the percentage of th© ., reached its lowest
point in 1946, around 1%, and from 1946 to 1948 peecentages were stable
around 2%. These are the first three years of ds¢-war period, when I.R.l. goals

were limited to manage the business activitied stitned, awaiting the final

%5 See MINISTERO DELL'INDUSTRIA E DEL COMMERCIO, 1956
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decision of the State about its future. For thessom, one may understand why the
R.O.E did not present any variation.

As anticipated above, the profitability appearals the definition of the
autarkic features: in fact, it is by definition thduring the autarkic periods the
profitability of the Company decreases its impotgnor disappears completely.
Besides, the degree of importance of profitabiktythe element that differentiates
the total autarkic policy to the partial one, ampeag that is important for this
comparison, because two to the sub-periods of. -Rflom 1937 to 1939 and from
1940 to 1943 - were of an autarkic type.

I.R.I.’s percentage experienced important changesg the period under
consideration. In Graph 39, we can observe thal.lfResents sub-periods in the
evolution of the percentages: while in 1933 theceetage is zero, from 1934 to
1936 the trend had an unstable evolution, diffefeoh any other. A second sub-
period is the one that started from 1938, with gatige trend, and finished in 1946.
After that year, a third sub-period begins, witpasitive trend that continued until
1954, although this is a very difficult moment e tpost-war period.

The years of temporariness for I.R.l.,, from 19341886, present higher
percentages of profits. This is due to the retdiro the sales of the owned shares
to the private market, complying with the goal Wdrich the institution was created.

The percentage of 1934 is understandable becausasitthe first year in
which I.R.l.’s activities were directed to carrytats major goal to sell the Third
Owned Companies’ Shares to the market. It is is year when |.R.1. carried out an
important sale of Companies or shares of Third QivGempanies, in portfolio
since 1933. These shares or Companies sold dunimgéar, were the ones that the
market could buy with less economic effort or thvegre in better economic
conditions with respect to the ones which remaingubrtfolio.

4% For these reasons, the comparison of I.N.I. Raiid.R.l.’s one is important to
determine if I.N.l.'s percentages were similar twes of the autarkic periods of I.R.I. See
Chapter 5.
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Graph 39 - R.O.E. of I.LR.I. with respect to the i®halders Equity
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In fact, in Graph 38 we can observe the percentafjéise Dividends over
the Shares of Third Owned Companies. These valeesdsed in 1935, but as
Dividends decreased more than shares, the prdifiyaini 1935 was lower than in
1934. This situation may confirm that during 1984 Companies or shares sold
were wealthier than the ones remaining in portfolio

From 1948 the R.O.E started a positive trend thétndt stop until 1954,
stabilizing around 8%. However, even if the peragetof the R.O.E seems to go
back to the war period level, more exactly as id4land 1945, there is another
feature of the trend that is important for the gsial of the degree of importance of
profitability. The autarkic period, both total arnghrtial, from 1937 to 1943,
presented an important decrease in the R.O.E pagesn This may arguably be the

result of a diminished importance of profitabilag an aim for .R.1.
From 1946 to 1954 R.O.E started a positive trerad stowly increased the

percentage from 0,5% to 7%. The same increasing tkgas the one of the index of
the Dividends related to the Third Owned Compan&sares. It seems that in the
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post-war period of I.R.l. the Third Owned Compahfesares were diminishing in
their values. This aspect may suggest that in tdst-ywar period the goals of I.R.I.
were realized by another type of methodology — abbpthrough the concession of
loans to Third Companies instead, rather than lguthem.

However, analysing the trend under the aspect efitiportance given to
profitability as an aim, the trend of I.R.I., whéme percentages passed from being
around 20% to 10%, differentiated itself during tngarkic period and the other
periods, at the beginning of the war in 1941, to 594945, and to almost 1% in
1946, which confirms the existence of a specialagament of I.R.l. depending on
the sub-period&>’

4.6 - The profitability of the typical businessigity of |.R.1.

As the activity of I.R.l. is the management of ®ened Shares and their
Credits, it may help to understand better the dmss of 1.R.l., considering the
importance of the Dividends of the Third Owned Camps’ Shares, because it is
the profit of the typical business activity of tl@mpany, with respect to the
Revenued®® but also the Interests produced by the investroghR.l. in the Third
Owned Companies Credits.

In Graph 40 the percentage of the Dividends andritexests from Credits

are related to the Revenues, both of which aréesntr the Income Statement.

45" For this reason it is a useful Ratio to compaRell.and I.N.I. See Chapter 5.
58 Dividends are an entry of the Income Statemengraythe Revenues, in the Profit
Column.
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Graph 40 Percentages of Dividends and Credit Interests dutal Revenue
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As we can see, the Interests of the credits arg i@v until 1945, in
correspondence to the increase in the Credits dediceas we have seen before in
Graph 31, while until 1945 the dividends of the i@sawere the most important
profit for I.R.1., if not the only one in 1942.

We can observe that from 1938 to 1941 the Dividemele one of the most
important sources of income, and also after 1948, ®hile in the first period the
Credit Interest was not important, less than 208ey 4949 the percentage doubled.
In fact, the Credit instrument was used much mioa@ before, as seen above.

The importance of the Dividends decreased anddtie of the Dividends
over the Third Owned Companies’ Shares explain poar the performance of the
Companies owned by I.R.l. was, and how much it ezssing the Equity investment

in Third Owned Company Shares.
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4.7 - The Internal and External funds of I.R.I.

Graph 41 shows the percentages of the Ratio oSthelity of Equity, that
measures the proportion between the internal furidsR.l. and the external one.
The percentages are very low and its importancee@ses with the time, a steady
and continuous increase during the autarkic periadd.R.I. had been the hand in

the economy for the Italian State.

Graph 41 - Percentages of I.R.I. of Internal fdfitsnd External Funds
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There is a clear division for the pre-war and werigud and the post-war, but
not as much as for the other Ratios calculated nowv.

Since 1934, I.R.I. presents a positive trend matkedome years of sudden
increase, when the percentage was two times thaeqgdrevious year, and was then
sustained by 3 or 4 years of stable trend. Thigiap&end helps to identify some

% The internal funds of I.R.1. are equal to the $haiders Equity
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sub-periods that are very similar to the ones detexd by the different economic
policies of the Fascist Government.

In fact, from 1934 to 1936, the percentages forll.Rere around 6%, but
after this short period, three years of positiventr started, until 1937, when the
percentage became 12%, and then from 1938 to 19dthained stable around 10 -
12 %. Next, in 1941 it doubled its percentage, beng 24%, and until 1945 the
percentages remained stable around 24-26%.

Afterwards, from 1946 the percentage doubled atganeach 48%, followed
by another slight increase for two years until 18d&bout 60%. Starting from this
year to 1959 the percentages started a negative tratil 1959*%°

The reasons for the changes in the percentagesfadéferent natures.
During the period from 1934 to 1936, the reductidrthe percentage is explained
by the reorganization of the Sea Transport comgadikis reduced the amount of
the Third Owned Companies’ Shares and influencedutn, the Assets, and the
Equity and the Total External Financing - as corpag of the Balance Sheet.

Instead, the increase in values corresponding 3@ i9due to the increase in
Shareholders’ Capital, thus in the Total Equitytiké Company, as happened in
1941, 1946 and 1948 — years in which the percesatdgabled. Furthermore, from
1946 until 1948, as said, I.R.l. managed itselflevhivaiting the final decision about
its existence.

We have also to consider that the major percentafj&hareholders Equity
during the period between 1945-1948 is also calwethe fact that during this
period the State invested in I.R.l. to allow itn@nage the situation until the final

decision if to keep it alive or close it up, buveeemitted bonds.

%0 Dj Meo calculates the relations between the coitipasof the financial funds, the one
of the industrial activities of I.R.l. and externfibm 1954 onward. What he observes is that
the external funds are higher, more than doubld the end of 1960. No information is
given for the previous years. For my investigatiblnok at the percentages from 1933 until
1959 and | agree with his results, although the faise refers to the entries of the Liabilities
and not of the industrial activities. Even thougjere is the difference in the entry, the
evolutionary trend of its quotas is the same as dhe in the index | present for the
comparable years. See DI MEO, G., “l bilanci detituto dal 1933 al 1973" in
RUSSOLILLO, F., (ed.)Storia dell'l.R.l. Un Gruppo singolareBari, Editori Laterza, 2015
page 549.
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After 1948, I.R.I. started its new role in the k&l post-war economy, and
again the use of external financing was used affacirthe trend started to diminish.

However, it is clear that during the war autarkeripd, if we exclude the
exceptionality of 1945-1948, State support was momgortant for I.R.l.. This is
important due to the fact that to higher valueserfernal funds correspond to
reductions on the independence of the Institutimmfthe Financial Markets and
with all the restriction the market may require. @e other hand, higher internal
funds allow the Institution to be more independemn external influence.

This is an important aspect to keep in mind, asirtdependence from the
external influences, or controls, is an importaspext that for [.R.l. acquired
importance when it became permanent and its businesvities were directed

toward the commitment of the autarky.
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Chapter 5

|.N.I.and |.R.l. compared: The Balance Sheet Analysis

5.1 LLN.Il. and L.LR.l. compared: The Balance Sheetlysim - 5.2 The Third
Companies shares owned by I.N.l. and I.R.I. — 5.3 iRettsn Equity (R.O.E.),
Profits and Dividends — 5.4 Company IndependenceSaridity of Equity - 5.4.1
The Internal and External Financing — 5.4.2 Thddaglof Equity - 5.4.3 Equity

over Third Owned Companies’ Shares

During this chapter | carry on the comparative wsial of the data
presented for I.N.l. and I.R.l. in chapters 3 antlwill start by presenting
the comparison of Third Owned Companies’ Shares) the comparison
of the R.O.E for both Institutions, and then themany Independence
aspects and Ratios, such as Solidity of Equity,Itihernal and External
Funds, and the Equity with respect to the Third @wvrCompanies’
Shares.

5.1 - I.N.I. and I.R.l. compared: The Balance Shawilysis

Throughout the previous chapters | have been ptiegenhe historical
background of the Spanish and Italian State-ownamhpanies, but even more
importantly, giving a characterization of the bwss activities and financial
characteristics of each Institution, I.N.I. in ckap3 and I.R.I. in chapter 4, in order
to define the differences and similarities presgénie the Introduction while
comparing the Statutes Act, in the Background eéaech, and in chapter 2 while
defining the different type of autarkies and thigpical characteristic®*

To answer the questions raised about the siméarand differences of I.R.I.
and L.N.l., about their business activities andaaigation, the next step is the
comparison of financial results expressed by theoRand the distinctiveness of

each Institution presented, separately, in Ch&pterd 4.

81 See Introduction and chapter 2.
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5.1.1 - The Third Companies Shares owned by ldwhdl |.R.1I.

The analysis of the weight of the Third Owned Comes! Shares,
expressed as percentage of the Assets, helps trstand the importance of the
shares that allow direct control over the Compafffesf their industrial policies
and productions processes. For these reasons tbenamf investment in shares
also expresses the infiltration of the State ineébenomy, and its intent to control
the production in the sectors considered strategicimportant for national
production by both Institutions and States.

If, in some cases, both these aspects would bahefé could calculate the
percentage of the ownership of the capital of eddhe owned companies, but this
is not the case. The percentage of ownership loaltulate is of significance as the
entries included in the column of the Assets in Bladance Sheet are, not only the
Third Owned Companies’ Shares, but also the Thinch€l Companies Credits and
Bonds. The percentage of Shares is higher whewnalues of these later entries are
lower, which means a stronger investment in Shamed thus in the owned
companies capital for the control it gives over toenpany and, on the other hand,
to satisfy the aims and polices of the Institutions

For this reason, | consider that this ratio, irs fparticular case, is significant
even if not accompanied by the calculation of tlapital ownership of each
company’®?

As seen in the Introducticfi? the Statute of I.N.I. stated the opportunity to
sell the Third Owned Companies’ Shares in whichdtage was not interested, or
introduced the idea to use uniformed criteria toage the companies that the state
has no interest in preservifig.As | also mentioned in the second half of the same

sentence, I.N.I. had the opportunity to sell thaereh owned in portfolio, if the state

%2 The last paragraph of article 2 of I.N.I. indicatiat the control over the Owned
Companies is realized by the representative ofSgh@nish Institution in the Administrative
Council.

463 Although other indexes exist through which thehautevaluates the parameter of
infiltration and control of the State, as showrthe work of VASTA, M., TONINELLI, P.,
State-owned enterprises (1936-1983), unpublistiesjndex is still significant.

%4 See Introduction the Statues Act paragraph.

4% See Introduction the Statute Act and the BackgidResearch.
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did not consider them useful for its aims. The seog¢, in both parts, is literally
translated from article 1, paragraph 3, of .LRAH.

For this reason, the comparison of the Third Ow@minpanies’ Shares
among the two Institutions will help to compare business activities of both.

The evolution of the Third Owned Companies’ Shéoed.R.1. and I.N.I. are
compared in Graph 42.

Graph 42 — Percentage of Third Owned CompaniesieShd.N.l. (1942-1959) and I.R.I.
(1933-1959)
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Sources: |.R.I. Archive,R.l. Balance Sheet Volumd3ata for the years 1933 — 1959;
for I.LN.I., LN.I. Archive, Memorias I.N.I., 1942 — 1959

As we can see from the Graph 42, the changes ireshaf I.N.l. are
concentrated in the first three years - from 1948111944 - and since then the

values are always around 70%; sometimes the pagemeaches more than 80% -
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as in 1946-47 or 1952-53 — and just on two occasiom 1955 and 1959, the
percentage goes below 70%.

As we have seen before, for I.LR.l. there is a ckfiee between the pre-war
and the post-war values of the percentage of tlaeeShafter the end of World War
Il, the percentage was stable and its tendencgrédif from the pre-war values. If we
look at the values of I.N.I., we can see that thkcpes of this institution are similar
to the pre-war and war values of I.R.l., when thares were the most important
instrument to pursue the goals of the institutiad aontrol over the companies, an
important aspect for I.N.I. to foster the developinef the industrial policies of that
period.

Throughout this period, the percentage of I.N.Iclsarly nearer to that of
I.R.I. of the entire Total Autarkic period, 1941419 and the tendency line seemed
to be stable at this percentage, until the begmoihthe 1950’s when the Spanish
economy started to change.

So, while LR.I. diversified its percentages depegdon the historical
moment, I.N.I. kept its policies of investment hretcapital of the owned companies,
instead of switching to other types of investmenth as Credits or Bonds.

5.1.2 - Return on Equity (R.O.E.), Profits and Bemds

The profitability appears also in the definition thie autarkic features: in
fact, it is by definition that during the autarkperiods the profitability of the
Company decreases its importance, or disappearpletaly. Besides, the degree of
importance of profitability is the key element ttdifferentiates the total autarkic
policy to the partial one, an aspect that is imgratrtor this comparison, because two
of the sub-periods of I.R.I. — from 1937 to 193@ &mom 1940 to 1943 - were of an
autarkic type. For these reasons, the comparisohNof. ratio to I.LR.l. one is
important to determine if I.N.I. percentages weirailar to ones of the autarkic
periods of I.R.I.

In Graph 43 the Profitability of I.R.l. and I.Ni& compared. We can see that
for I.N.1., the ratio percentage had always beewiad 0.5% in the period from 1947
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to 1950, and around 0.9% in the years 1951 to 1968n from 1959 to 1963, it
started a positive trend and increased from 1%8%o01n less than 4 years.

Instead, for I.R.l., the percentage experiencedomapt changes during the
period under consideration. In Graph 43, we careofesthat I.R.l. presents sub-
periods in the evolution of the percentages: wmld933 the percentage is zero,
because zero was the value of the Dividends, fr@84 1o 1936 the trend had an
unstable evolution, different from any other. A @ad-sub-period is the one that
started from 1938, with a negative trend, and fiedsin 1946. After that year, a
third sub-period begins, with a positive trend ttattinued until 1954.

The years of temporariness for I.R.l.,, from 19341886, present higher
percentages of profits. This is due to the retdiros the sales of the owned shares
to the private market, complying with the goal Wdrich the institution was created.

The percentage of 1934 is understandable becausasitthe first year in
which L.R.l. activities were directed to carry atd major goal to sell the Third
Owned Companies’ Shares to the market. It is is year when |.R.1. carried out an
important sale of Companies or shares of Third Qiw@@mpanies, in portfolio
since 1933. These shares or Companies sold dinimgedar, where the ones that the
market could buy with less economic effort or thiare were in better economic

conditions with respect to the ones which remaingubrtfolio.
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Graph 43 - R.O.E. of I.LR.l. and I.N.I.
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However, analysing the trend under the aspectefriportance given to the
profitability as an aim, the negative trend of I.Rluring the autarkic period, when
the percentages passed from being around 20% to 4108t beginning of the war
in 1941, to 5% in 1945, and to almost 1% in 1946pfi special importance for the
comparison with the R.O.E Ratio of I.N.I.

In Graph 43 we can observe that differently to I.R.l.’s R.QLE.I. ones had
always been very low, it never went higher than a4 it had always been stable in
its trend, but clearly not an important aim for thsetitution. The years of I.N.I. that
coincide with .R.l. ones are from 1946 up to 1948ye look at the percentages —
from 0.85% to 1.5% for I.R.l. and from 0.92% to%.%or I.N.1.

But, as for I.N.I. in the period considered, fro®42 to 1963, they showed
the same percentages and a complete disinteréxfitability as an aim, | think

that the period of I.R.l. which is more similarlttl.l.’s one is of the autarkic period,
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from 1937 onward, when the percentages dropped gear, constantly, because of
the disinterest of I.R.1. in profitability as anmaias it was, instead, in the previous
period, from 1933 to 1936.

In conclusion, during the autarky the aim of ptitity is a very low
priority, if not inexistent. As LLN.l. never congited the option to significantly
increase the percentages of the R.O.E, this catedievidence of the coincidence of

the industrial and economic policies of I.N.I. drigl.1. of the autarkic periods.

5.1.3 — The Company Independence and Solidity oitizq

The financing of the company happened using extéumaling or internal
funds, the Shareholders Capital as first entrisf type, Revenues and earnings.

In the case of I.LN.l. and I.R.l. the Shareholdeapital is also an internal
fund as it is formed by the funds received by theteSfor this purpose, and in some
occasions increased depending on the financial sségeof the Institutions, as
happened in the case of I.R.l. in 1937, 1941, 184® 1948, for example, or for
I.N.1. in 1945 to 1947.

[.N.I. was very careful about the use of externalds, and in some occasions
so was the LR.l.. This kind of partiality to actdmancing its own business
activities by external funds is due to the obligas subsequent to this kind of
financing.

In fact, as these funds are given by an externah@uic agent, the
consequences for the State-owned companies mayogo dccountancy control
about the use of these funds that the two partsagege about, to the — hypothetical
- extreme extent of the veto over the busineswyities and the decisions taken by
the State-owned Company. For I.N.I., and in soases also for I.R.1., it was the
control to which the Institution should undergottihmathe major cases, stopped the
use of potential financing from external sources.

The analysis of the financial aspects compared vellp to understand their

policies and decision toward the financing of tleativities.
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5.1.4 - The Internal and External Funds

The internal and external funds are important tertene the independence
of the Company from external investment and contfah the private market the
ideal situation is to have external funds of atsted0% to take advantage of
Leverage, for the State-owned Companies the siuadidifferent.

For the latter category, the differences in thegetages of the External and
Internal funds are significant to understand tllejpendence from the State, and the
other way around, how much the State was interastedeir activities and could
control them using the way of financing.

In Graph 44, I.R.l. and I.N.l. are exactly the opipe for I.R.I. the external
funds were higher than the State funds, and prespasitive trend until 1945, and a
part of the 3 years of post-war, in 1948 the trstalted again to increase their
percentage, so that in 1959 it reached again thedslef percentage as it was until
194570°

So, while ILR.Il. changed along the period, the Iparcentages of I.N.I
demonstrate that the external funds were not inapofor its activities. This way of

467 the decade in which the

thinking started to change during thdetenio bisagra
Francoist policies changed when the economy maskeded up, the Shareholders’
Capital were less and the use of the Capitals ttuenPrivate Marked should have
increased. In fact, the importance of the SharedreldCapital started to decrease at
the beginning of the 50’s, and presented a sudeéenedse corresponding to the
Plan de Estabilizacionf 19597%
In the case of I.N.I. we have to consider also itteology of President

Suanzes, who was partial toward the private inviain the economic sector, and

even less in the business activities of the Insbituhe run.

4%® See also Chapter 4 paragraph 7.
4% See Chapter 2
“%8 See Introduction and Chapters 1 about the Spaaishomy.
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Graph 44 - Percentages of |.R.I. and |.N.I. of End Funds related to Total Liabilities
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Sources: |.R.I. Archive,R.1. Balance Sheet Volumd3ata for the years 1933 — 1959;
for I.N.I., LN.I. Archive, Memorias I.N.I., 1942 — 1963

As we have seen before, the increase in the Toddlillties*® due to the
Retained EarningsFpndo di Riservamay be the reason for the increase in the
Shareholders’ Equity, and all these values incikdlse finance at the disposal of
I.R.I. to invest, as it seems the Ratio presented.

In Graph 44 we can observe how the external furele wnportant for I.R.1.
whilst I.N.I. did not. What we can observe herehat the external funds of the
major part of I.R.l. were formed from the bondstth&.l. emitted to fund its
activities, see for example the case of the Seasp@t Companies, and the
emission of Bonds, and their extinction.

5.1.5 — The Solidity of Equity

The percentage of the latter expresses the pdristtavered by the values

invested by Shareholders while the percentagebeoEkternal funds express how

%% As defined in Total Assets = Total Liabilities=&hholders’ Equity + Liabilities. See
Methodology appendix
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much of the activities of the Institution are caerby external sources. Their
relation between internal and external funds gimeght into how independent the
companies are from external influences and how mochthe other side, they
depend on State investments.

The Ratio of Solidity of Equity expresses in queative terms the relation
between internal and external funds.

The Solidity of the Equity is one of the Debts Ratigrouf’® and
corresponds to the relation between the Sharelwld&uity and the Total
Liabilities. The Ratio is the same as the one efitihernal funds shown in Graph 45,

but its percentage is looked up under a differimtpof view.

Graph 45 — Percentages of I.Nahd |.R.I. of Internal Funds (also called SolidifyEquity)
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Sources: |.R.I. Archive,R.l. Balance Sheet Volumd3ata for the years 1933 — 1959;
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Financial analysis theory suggests that the pemgenbf the ratio of the

Solidity of the Equity should be around 50%, notydmecause of the reduction of

7% See ROBINSON, T. R., VAN GREUNING, H., HENRY, HBROHIHAN, M. A,
International Financial Statement Analysidew Jersey, John Wiley & Sons, 2009,
FOSTER, G.Financial Statement Analysi@nd ed., New Jersey, Englewood Cliffs, 1986,

FRIDSON, M., ALVAREZ, F.Financial Statement Analysi8" Edition, New York, Wiley
& Sons, 2002
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the risk of investment of the Shareholders’ Equityt also because the combination
of the two typologies of funds allows the Compamy thke advantage of the
Leverage Effeéf* of the external funds.

In every case, the Solidity of Equity is an impattaspect to be calculated
and controlled by Private Corporations. This isduse it has an economic influence
over Profitability because the Company has to ey interests calculated on the
total amount of the External funds and on the Béndfecause the interests paid
reduce their amourif?

For Private Corporations the ability to collectesxial funds depends on how
wealthy and solid the company is considered to yo¢hk Financial Market. This
means that the financial situation of the Compaay to be known by the markets
and, also, that the company has to prove its ghlditinvest in sectors or uses that
may generate profits that allow paying back interesd debts.

As seen in the Introduction, the control over toavities was a difference
between I.R.l. and I.N.l. For L.R.l., the interraalditing control was carried out by
the Collegio Sindacalgwhilst for I.N.I. this aspect was missing and @Gavernment
Council was the only mechanism that exerted anyrabaon it.

For this reason, the comparison of the percentafjexternal and internal
funds is important because it helps to understhadrtdependence, or dependence,
from external funds and from the Shareholders’ @Gapi

In Graph 45 the percentages of the Solidity ofEeity for I.R.l. and I.N.I.
are presented. I.R.l. shows one of the highestepéges in 1933, the year of its
foundation, when it received initial funding fronmet State to constitute the
Shareholders Capital, and an extra fund that wbeldised for the payments of the
values of the shares that the banks passed to. Ibetiveen 1933 and 1934.

Therefore, it is a high value, but also necessaalyconsidering that I.R.l. had not

471 See ROBINSON, T. R., VAN GREUNING, H., HENRY, HBROHIHAN, M. A.,
International Financial Statement Analysidew Jersey, John Wiley & Sons, 2009,
FOSTER, G.Financial Statement Analysi@nd ed., New Jersey, Englewood Cliffs, 1986,
FRIDSON, M., ALVAREZ, F.Financial Statement Analysi8"® Edition, New York, Wiley
& Sons, 2002

4’2 The convenience to contract an external fund iasmeed by the difference between
the interest rate and the percentage of the philfttaof the Investment in which the funds
are used.
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yet begun its activities, nor defined the economelationships to be implemented
with respect to the involved entities.

In fact, in 1934 the percentages were lower ad.|dRarted to see the loans
accorded to the banks it saved from bankruptcy paik?’® The other part of the
percentage is formed by the debts towardBaeca d'ltalig received because of the
activity of saving banks, and Bonds.

The analysis of this ratio suggests that I.N.I. &Rdl.’s financing policies
were different, confirming the fact that I.R.l. wasore open to external funding
than I.N.I., at least until 1945. Starting from shyear, the percentages of L.R.I.
increased, as shown in Graph 45, while the ondsNdf reduced, and these trends
support the idea of a convergence of the percestdgeng the first years of the
reconstruction period for Italy, from 1948 to 19%d the years from 1953 onward
for I.N.l., when the economy started to open twade investments, after the First
Francoism period.

On the other hand, the percentages of the Firgtcbiam period did not
coincide with the ones of the recovery program igplpin Italy after the end of the
World War 1.

This situation does not exclude that any othergoedf I.R.I. may be more
similar to the one of LN.l., even if the percemagof the Solidity of the
Shareholders’ Equity, showed in Graph 46, preseatstirong difference between
the two Institutions.

For all these reasons, in the case of the Solwfitthe Equity, the analysis
cannot end with the calculation of this ratio, ighould go further considering the
relation between the Shareholders’ Equity and titeyeof the Balance Sheet that
represents at its best the business activitiesheflnstitution: the Third Owned
Companies’ Shares.

473 See Chapter 4 and the origins of I.R.1.
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5.1.6 - Equity over Third Owned Companies’ Shares

Another ratio that allows us to measure the inddpeoe of the Company
from external influences in their decision-makingpqess belongs to the Debts
Ratios group. The ratio relates the business éiesvof the companies to Equity and
calculates the percentage covered by the lattér wgpect to the former. In the case
of LLN.I. and I.R.l. the activities that had to @p were concentrated on the
management of the Third Owned Companies’ Shardsesahat in this case will be
used as the denominator of the rafib.

In Graph 46 we can observe that the percentagesNd. were high in
1942, at 261%, and 1943, at 160%, when I.N.l. wdkebeginning of its activities
and owned capital shares of few companies. Frond 1841955, the percentages
varied from 132% - in 1945 — to 102% - in 1951.Rr&956 to 1958, there were
again changes in the percentages, the most impamanbeing in 1956, when, after
15 years of business activities, I.N.l. percentdgereased to the first value below
100% (94%). From 1958, the percentages began aakog trend, and from 87%

they reached values of 75%.

4 Di Meo calculates the same Ratio for I.R.l. staytifrom 1954, considering the
industrial activities of I.R.1.. | consider thatetThird Owned Companies’ Shares are a good
indicator of the industrial activities of I.R.I. &swas the most important part of the business
activities of the Institution. Seen DI MEO, G., Bllanci dell'lstituto dal 1933 al 1973" in
RUSSOLILLO, F., (ed.)sStoria dell'l.R.I. Un Gruppo singolareBari, Editori Laterza, 2015.
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Graph 46 - Percentage of Equity over Third Owneth@anies’ Shares for I.R.l. and I.N.I.
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for I.LN.I., LLN.I. Archive,Memorias I.N.l., 1942 — 1963

Indeed, in the foundational years of both Institus the values were high. In
the same way as for I.N.I., the percentage of |.&.its beginning in 1933 was high,
369%, because the Shareholders’ Capital was edlgduigh given that I.R.l. had to
pay back the banks the values of the Third Owneah@2mies’ Shares that they sold
to I.R.1., which happened during 1934.

From 1935 to 1940, for I.R.I. the percentages vaeoeind 20%, but in 1937
they increased to 24%, as a response to the risteofShareholders’ Capital,
included in the numerator of this Ratio — as hapddan 1941. In fact, from then, the
percentages of I.R.l. increased to 30%, a valuerémained stable until 1944.

From 1945 to 1948 the values increased again t&0l1&@d 250%, and only
in 1949 the percentage was 82%. This had to beidenesl a special period, due to
the special moment that I.R.1. was facing in exaah of the final decision over its
life, that limited its freedom to act independentnd on the other hand, because the
values of the shares decreased due to the ecomoises and the damages suffered
during World War Il.
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In fact, from 1949, the values stabilized aroun&Qantil 1954, when they
diminished to 70%, although they were higher tHanpre-war time ones thanks to
the funds that the State invested to help thetligin restart business activities after
the difficult moments of the previous decade.

This ratio adds a new insight about the use ofmaleand external funds that
the Solidity of Equity Ratio was not able to clgrff° In fact we can see that I.N.I.
relied completely on the Shareholders Equity tarice the core of its business
activities while 1.R.1., only in the post war pediofrom 1945 to 1948, the internal

funds completely covered the financial necessdfats typical business activities.

475 See paragraph 5.1.5 of this chapter.
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Conclusions

The research carried out until now by the schadarghe origins of I.N.I. and
its similarities with I.R.l. has not been able twvega complete and satisfactory
answer, although the real unanswered questionomrthe extent to which the
application of the Statute Act rules and businedvities by I.N.I. are similar to
those of I.R.l.,, and most important of the businastvities of which of the sub-
periods of I.R.I. I.N.I. copied.

In fact, in their research the Spanish scholarsndit consider the several
roles I.R.l. developed in the Italian economy. tothe original question about the
similarities of the business activities should & aadded of which I.R.l.: of the
temporary period (1933-1936), of the autarkic pec(1937-1939), of the war
autarkic policies (1940-1945), or postwar period.

| think that the analysis of the data of I.R.l. dd.l. and its comparative
approach gave some evidences about similaritiesldi@lences and it is the way to
answer to the questions.

The hypothesis according to which the origins Bfll. are tightly related to
the existence of I.R.I., which is by now a theosgextained by all authors, as seen
in the Introduction, has been confirmed by the assde The evidence can be found
not only in the Statute Act, but also in the infatron from a few documents found
in the ltalian archive, that reinforces this opmias it confirms the interest of the
Spanish Government in the Italian experience. In apinion, these documents
identify Suanzes, Minister of Industry, the pergsaerested on the I.R.I., already in
1938, some years before the creation of the Inistitpin 1941.

In fact, one of these documents is the exchangelettiérs between
Pennacchio and De Agosti{® where they refer to the opportunity of a trip to

Bilbac*’’ of a manager of I.R.I., not only for business apyities but also for the

478 Alberto d’Agostino is one of the directors of ILRand he worked side by side with
Menichella while Beneduce was President of I.R.1.

4" In Bilbao, in 1938, was settle the Ministry of lradry, and the Minister was Suanzes,
the first President of I.N.I.
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exchange of ideas about the way to solve the SpatfiBculties that in Italy had
been solved by the creation of I.R.I.
“Having hinted to the informer about the possilyilit

that an important member of the I.R.I might travel

Bilbao, the directors of the Ministry for Industbecame

very enthusiastic not only about the possible pgrétion

of Italy in Spain but also about an exchange oaglen the

way to solve the problem that had been solvedaiy with

the creation of I.R148,

In the same document, the writer informs us that Minister of Industry,
Suanzes, invites the Italian companies to presertjegs of business
collaboration?”

D’Agostino replied on 7 July 1938 thanking Pennaacfor the useful

information and carried on in the following way:

“I beg you to inform the Marquess of Targiani that
Comm. Malvezzi of the I.R.I accompanied by technica
experts will go to Spain soon in November to assiess

possibility for an Italian participatiori**°

And the technicians and Comm. Malvé?Zidecided to answer the Spanish

request and organized a trip to Spain in Novemi8381 Instead of meeting to

478 ASBI, Fondo Segreteria, Serie Pratiche, N. 109, fParis, 2nd Septermber 1938.
Letter sent by Alberto D’Agostino to Mario Pennaicclin which the first resumed the
outcomes of the Spanish meeting.

479 ASBI, Fondo Segreteria, Serie Pratiche, N. 109, fParigi, 1 luglio 1938, Lettera
inviata da Mario Pennacchio a Alberto D’Agostino.

480 “v/i prego di voler informare il Marchese Targianhe il Comm. Malvezzi dell'IRI,
accompagnato da esperti tecnici, si rechera in $pagel novembre p.v. per studiare le
possibilita di una partecipazione italiana [...]’ASBI, Fondo Segreteria, Serie Pratiche, N.
109, f. 1, Paris, 7 July 1938, Lettera sent by Albh®’Agostino to Mario Pennacchio.

81 Responsible for the promotion of the productiorl.Bfl., and for relations with the
private companies.
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conclude business agreements they had to answequibgtions about L.R.I., its
business activities and polici&¥.

The invitation to go to Spain visiting Suanzes,t thas addressed to the
directors of I.R.l., validates the thesis accordiagvhich the creation of the I.N.I
clearly referred to Italian legislation and confgrthat Spain had a great interest in
replicating the Italian model of business actitie

It is easy to think that the Government found R.I. the Institution that
would have solved the practical problems of thetyas period, and, at the same
time, to be coherent with the political ideologeéshe Francoist Regime.

At this point, the comparison between the legakus¢s Act of I.LR.l. and
I.N.I. brings decisive elements to determine withiakh characteristics the Spanish
Government created the Spanish Institution. Whatis¢o be clarified, at this point,
regards the business activities of this Institute.

Presenting the scholars position in the Introductiwe have seen that they
stated that the 1.N.l.’s Statute Act was for suopied by the 1.R.l.’s of 1937. And
yet the evidence to support their belief reliessmme inaccuracies: such as the
mistake of translation of the name of tlsétuto per i Cambi e le Divisenstead of
using the Istituto Espafiol de Moneda Extranjeragr talking about the
“nationalizations of the banks”, as it never hamzeor when they talk of the reason
why L.R.l. become permanent in 1937, to carry amdhtarkic policies. The more
thorough comparison of the Statutes Act of bothitunsons | carried out, confirmed
that I.N.I. Statute Act was copied by I.R.l. ons, acholars have also said, but |
proved that the similarities are greater and I.Mi&s not only inspired by I.R.l.’s
Act, it copied it, its articles and organization.

It is true that the moment was contingent, the imhiate postwar period for
Spain, and, in some ways, the Spanish Governmestiwaeed of some solutions

for economic and industrial organization. This srdecessity may have generated

82 «\/i prego di voler informare il Marchese Targianhe il Comm. Malvezzi dell'IRI,
accompagnato da esperti tecnici, si rechera in $pagel novembre p.v. per studiare le
possibilita di una partecipazione italiana [...]’ASBI, Fondo Segreteria, Serie Pratiche, N.
109, f. 1, Paris, 7 July 1938, Lettera sent by Alh®’Agostino to Mario Pennacchio.
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the framework of an Institution, equal to the Halione but different in the
Activities and aims carried out.

The comparison | carried out highlights that thisswiot the cases of I.N.I.
The translation of I.R.l. Statute Act had been dthmeking about the desires of the
Regime and what I.N.I.’s role would have been foe Spanish economy. I.N.I
copied the statute, the structure of I.R.l. andoiganisation, and, when copied it
was translated word for word, although there wenmes differences between the
Acts that are significant when considering the bhess activities of the two
Institutions.

In fact, there are some differences between the 8taiutes Acts that
differentiate greatly the Institutions not only tine percentages of distribution of
profits, if ever distributed, or annual suppliesjmothe provisions and prizes for the
employees of I.N.I., completely absent in |.R.&, for example.

Among the differences one is more important tharest article 7 of I.LR.l.’s
Statute Act that made reference to ®eallegio Sindacales completely absent in
I.N.l.’s one. In fact, I.N.I. did not submit the mmol of its decisions, business
activities, and financial reports to any Internalditing.

| think that the ‘mistakes’ made during the tratisia may give the idea that
the elaboration had been done in a moment of niégebsstead, it is because of
these small differences, in addition to the absetitles, | can affirm that it is the
other way around: the copying of I.R.I. Statute Aatl been well studied.

For this reason, the comparison of the Statutes Asta good source of
information about how the Spanish Government uridedsthe role of I.N.I.

Starting from what already had been written, |iedrout a more in-depth
comparison of the Statutes Acts and of their bamkigd and used the Financial
Statement Analysis to carry on a more satisfacoomyparison of the Institutions,
selecting the Ratios that were the quantitativeresgion of the similarities and
differences.

The latter, for example, is related to the aspédhe independence from
external control over its business activities hadrbcalculated using the Solidity of

Equity Ratio.
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While the similarities in the business activitieancbe found in the
management of the Third Owned Companies’ Shardsedein article 1 of both
Statutes Acts, it had been measured by the Ratiexlof the Percentages of the
Third Owned Companies’ Shares.

When talking about the definition of the autarkalipies the characteristic of
the war autarkic policy was defined - productiora@y cost - and find in the R.O.E
(Profitability ratio), the quantitative way to meas it and to compare.

The comparative approach has been carried out'tt@h&pter of the thesis.
The results of the comparison highlight a stronigtien between the trends and
values of I.R.I. of the autarkic years from 19371823, when the autarkic policies
were carried out, while the corresponding periamtsliN.I. are not so concentrated
in one period, but are usually distributed along fhrst Francoist period of the
Institution, between 1941 to 1950, or during lieagra decadel951 to 1959.

In fact, looking at the results of the comparisdrile four ratios, we can
observe that the percentage of the Third Owned @oiep’ Shares and the R.O.E.
confirm that there are similarities between the tasiitutions.

It is also true that the years of correspondenaem fl.R.I. and I.N.I. in the
case of the percentage of the Third Owned Compaidbares, the years of
correspondence are, for I.N.1., the ones from 1@49959, and for I.R.l., the years
are the ones of the war autarkic period, from 1@39943. This similarity confirms
that I.N.I. was using autarkic policies to perfatmaims.

This is an important result because the Third Ow@erdhpanies’ Shares was
the tool used to archive the Institution objectivand for the Institutions it
represented the main reason - to manage the shaifréseir existence.

For the R.O.E Ratio, the years of similarities faoen 1946 to 1948 for both
the I.R.I. and I.N.I. The profitability of the corapies of I.R.l. was low as it was the
post-war period in which Italy faced the problenis@construction. Furthermore,
for I.LR.I. this is the only period in which it diibt perform its business activities. In
the first 3 years of the post-war period |.R.I. idatkd its activities to care and keep
itself in good condition, awaiting the decision abis existence.

In the case of the profitability, it is interesting look at the trend of the

percentages — especially for I.R.l. — because lpsh®d understand if profitability
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was the aim of the company. In fact, the continuoegative trend of I.R.I. during

the autarkic period highlights that during thisipdrthe Italian Institution was no

longer interested in pursuing profitability, aslitdl from 1933 to 1936, when it was a
temporary Institution.

It is in the war autarkic period, as seen in chaptehat production was the
aim and it was pursued at any cost. It is in tligdition that the profitability ratio is
lower.

The trend of I.N.I. highlights that it never gavaeportance to Profitability
and for this reason the decreasing trend duringvreautarkic period of I.R.l. can
be declared as similar to the I.N.l.’s percentaiges) any period, as they always
were very low.

For the reasons expressed above, these two ratosg, Owned Companies’
Shares and R.O.E. show evidence of similaritiewéen 1.N.l.’s policies to those of
the I.R.I of the war autarkic period.

The independence from external control and intemnadit for IL.N.I. is
measured by the Ratio of the Solidity of the Equlitythis case the comparison did
not give a satisfactory clarification. For this sea, | carried out a further
comparison, measuring the percentage of Equitytinglato the Third Owned
Companies’ Shares.

It analyses the origins of the funds, whether thieyinternal or external, and
how the Company covers the investment in the Thivdhed Companies’ Shares
that were the core business of the Institutionss Thtio informs us that I.N.I.
covered its core business activities through Equityilst for I.R.l. it was covered
mostly through external funds.

The I.N.1,’s desire for independence is stronglpfamed here, although the
I.R.I. also recurred to the internal funds morewoftiuring the war period. Again, the
war period of I.R.I. is more similar to I.N.I. trég.

It is true that the role of I.LN.I. in the Spanisboromy was much more

influenced by the goals of the Government, amonghvthere was the control and
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development of théeconomia cuartelery*®?

or in the activities, when it bought
companies to satisfy requests of the GovernmengxXample.

But it is also true that the investigation confirrtisat [LN.l. applied the
business activities similar to the one of the &itdtR.I. to keep its commitments.

| demonstrated in the thesis that I.R.l. was agileeireference when creating
the Spanish Institution. The copied Statute Acftficored it, and also that I.R.I. had
a flexible and adaptable framework, a characterthtit Suanzé&%* appreciated. The
differences between the Statutes Acts show thetidgehe Statute Act of I.R.I. was
identified as the ideal framework which I.N.l. ugedperform its business activities.

Concerning these, | demonstrated throughout theigh®w important the
different sub-periods of I.R.Il. are to understankiclr of the business activities
I.N.I. carried out. This had been possible using mhethodology of the Financial
Statement analysis, integrated by the new infolwnatif the archival documents, to
add to the already existing debate.

The outcome of the comparison is that I.N.I. caroet autarkic policies that
degraded in intensity during theésagra decadevhile during the First Francoist had
the characteristics of war autarkic policies.

483 TUSELL, J., “La autarquia cuartelera: las ideasnéeicas de Franco a partir de un
documento inédito™Historia 16 n. 115, 1985

484 | N.I. Archive, “Notas en relacién a la creaci6énay desenvolvimiento de este
Instituto”, Memoria I.N.1. 1941 y 194age 21
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Methodology Annex

a. Glossary

Business activities the actions carried out by the company with theppse of
making profit, and with a broader understandingathieve the objectives
and goals the company sets itself.

Capital Share: The capital of public company.

Captive company: A company that is controlled by another one

Holding company: a company that holds shares in other companies

Leverage: The ‘Leverage’ measures the ability of the comp#amyincrease the
potentiality of the return of an investment: thgher the external financing
with respect to the internal ones, the higher dveldage ratio

Public company: Society whose shares are sold in the stock Exe&aragket

Retained earnings:Reserve Funds

Shareholders’ Equity: Equal to Shareholders capital + legal reserve {uequired
by legislations) + legal reserve fund from profiRetained earnings

Shares: Portion of ownership of the company’s capital, esponding to a stock
certificate.

Solidity of the Equity (or also of the Solidity of Shareholders’ Equity): relation
expressed in a percentage among the balance sheiets eExternal and
Internal financing, that in the case of the Statened companies
corresponds to the State funds added to the ret@amings and the other
entries of the Equity. The convenience to conti@actexternal fund to
finance the business activity is measured by tlilerdnce between the
interest rate and the percentage of the profitghdf the Investment in
which the funds are used. The internal funds etiEhareholder’s Equity
and are used as synonyms.

State funds:The financial help given by the State to the Stateed Companies.

Third owned companies: The term refers to the companies which I.R.l. aNdl.
control and influence. The control can be of thdd&erent types: minority
influence (typical of the subsidiary companies)jonty influence (typical

of the affiliate companies) or total control (suels for the Captive
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company). The analysis of the weight of the Thirdn@d Companies’
Shares, expressed as a percentage of the Asspis,useto understand the
importance of the shares that allow direct contover the owned
companies, of their industrial policies and produttprocesses. For these
reasons the amount of investment in shares als@gsgs the infiltration of
the State in the economy, and its intent to continel production in the
sectors considered strategic or important for maligroduction by both
Institutions and States.

Third Owned Companies’ Credit: Indicates the financing that I.R.l. was

conceding to the Companies they want to help, ompte, in their activities.

Third owned companies sharess the balance sheet entry in which are inscribed
the values of the Shares owned by the INI or I.Bflthe Third owned
companies.

Total Assets:= Third owned companies’ Shares + Third owned camgs’ Credits
+ Bonds + other credits + Cash

Total Assets:= Total Liabilities = Shareholders’ Equity + Lidibes

Total Liabilities: = Shareholders’ Equity + Liabilities

Total Equity: Is equal to Assets = Liabilities + Shareholdergligy

Total Portfolio: The sum of the Credits and Shares.

b. Financial Statements structure

In the Balance Sheet, among the Assets, we cartliméntry of the Shares
and Credits of Third Companies owned by I.R.I.,ahes passed from the Banks to
the Institution, entry of the Assets column calléddrd Owned Companies’ Shares,
to differentiate them from the Shares of I.R.l.’ap@al, indicated as Shareholders’
Capital, or, on the occasions when the referenceisstrictly related to the entry
and the Balance Sheet, | will also use the synoStete Funds.

The Shareholders’ Capital added to the Retainedikgs and to some Other
Funds is called Shareholders’ Equity.
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Table 6 - Shareholders’ Equiff§

Shareholders’ Capital

+

Shareholders’ Equity = Retained Earnings

+

Other Funds

The total sum of the entries of the Assets is etpulie that of the Liabilities
summed to the Shareholders’ Equity and is callddrig® Sheet Equation.

Table 7 - The Balance sheet equation

Liabilities
Assets = +

Shareholders’ Equity

Some of the Ratios indexes are calculated by iateto single entries of the

Balance sheet, such as the Shareholders’ Capithketoalue of the Balance Sheet

Equation.

% See ROBINSON, T. R., VAN GREUNING, H., HENRY, HBROHIHAN, M. A,
International Financial Statement Analysidlew Jersey, John Wiley & Sons, 2009,
FOSTER, G.Financial Statement Analysi@nd ed., New Jersey, Englewood Cliffs, 1986,
FRIDSON, M., ALVAREZ, F.Financial Statement Analysi8"® Edition, New York, Wiley

& Sons, 2002
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The term Asset and its plural is used also to reefeéhe single entries of the
Assets Column of the Balance Sheet, as for examapde the Third Owned
Companies’ Shares or Third Owned Companies’ Crediise plural always
corresponds to the Total sum of the Assets column.

The term Liabilities refers to the single entrigstloe Liabilities column,
while Total Liabilities indicates the sum of thdwmn of the Liabilities added to the
Shareholders’ equity, adding the word ‘Total’ tdfetientiate it from the Liabilities

entries.

So, the Balance Sheet Equation is equal to

Total Assets = Total Liabilities = Liabilities + &teholders’ Equity

Table 8 - The Balance sheet equation and Totalilitiab

Liabilities
Total Assets| = Total Liabilities = +

Shareholders’ Equity

Hence, Total Assets and Total Liabilities have shene value and in some
Ratios it will be clearer which entries are comparethe Ratio, and in some cases
it will help to understand the components of théidlaetter.

The total sum of the entries of the Assets is etidhat of the Liabilities
added to the Shareholders’ Equity and is calledaBad Sheet Equation. The

components of each column are listed below.
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Table 9 - The Assets entries

Assets

Cash

Third Owned Companies’ Shares
Third Owned Companies’ Credits
= Third Owned Companies’ Settlements
Credits

Third Owned Companies’ Bonds

Table 10 — The Total Liabilities entries

c. Liabilities:

Total

Liabilities _

Debts
Bonds (of the Institution)
Interests for Debts

Others debts

b. Shareholders’ Equity:

Shareholders’ Capital
+ Retained Earnings

+ Others Funds
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