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Abstract 
 

 

 

This thesis aims to bring back financial history into two of the main topics in Italian 

historiography, namely the Risorgimento and the Southern Question, by comparing the financial 

evolution of the Kingdom of Sardinia and the Two Sicilies and reassessing the financial impact of 

national unification in the South. It shows in particular how politics – in terms of foreign and 

domestic policy and power relations between regional economic elites – shaped financial markets 

and how different financial institutions, in turn, supported more or less effectively government 

policies. It also makes clear that, prior to unification, there was properly speaking neither a 

financial ‘North’ nor a financial ‘South’ due to extreme market fragmentation. Despite its larger 

resources, the Kingdom of the Two Sicilies proved conspicuously unable to leverage them to 

promote widespread credit development, thus breaking free of a ‘Neapolitano-centric’ 

perspective. By constrast, Piedmont’s wager on nationalism and economic development soon 

proved successful. Initially forced by an impending sovereign debt crisis after the First War of 

Independence to rely heavily on foreign and domestic banking, the Piedmontese government 

under Cavour turned financial policies into a powerful tool to support an ambitious foreign policy 

and promote political and financial rapprochement between the Turinese and Genoese business 

elites. The annexation of the South in 1860 resulted in a surge of public debt, while it took 

decades to re-establish an orderly monetary system. From the point of view of credit conditions, 

however, national unification was a remarkable success in the South, despite – or better because 

of – the fierce competition between regional banks of issue. Yet the entanglement between 

finance and politics ultimately delayed the establishment of a sound monetary and banking system 

nationwide and impinged on regional credit development. 
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Financial History, the Risorgimento 

and the Southern Question 
 

 

 

For modern historians, the nineteenth century has been an era of nation-building. From North to 

South America, from Western to Eastern Europe, new states and national communities were 

created. In most cases they freed themselves from imperial rule, beginning with the United States 

in the late eighteenth century and continuing with Argentina, Brazil and many Central American 

and Caribbean countries, Greece, Romania and Bulgaria. In some other cases, like Belgium and 

the Netherlands, different historical regions within the same state split up, or, like in Germany, 

independent states united within a new federation. In this frantic redrawing of the world map, 

Italy was a curious case deserving a place of its own, for its formation involved the 

contemporaneous emancipation of pre-existing states from foreign and local powers and their 

merging into a larger kingdom through a mixture of wars of national liberation, military invasions 

and civil war.  

Financial historians, by contrast, regard the nineteenth century as the formative period of 

modern financial markets. The development of new financial institutions and instruments was a 

genuinely transnational phenomenon which was not directly linked to the rise of new nations. An 

obvious example is the cross-border spread of joint-stock banking. At the same time, however, 

financial development intermingled with state formation. Banks of issue could be established 

across the world, but they would transform into central banks only within state boundaries and 

depending on national legislation. Similarly, early industrial credit was powerfully supported by 

development policies promoted by the state. Not only did the establishment of new states create, 

by definition, new markets by integrating different territories within a new legislative and 

economic framework, but the character of these new states influenced market development in 

different ways. American banking history, for instance, cannot be recounted in abstraction from 

the federal structure of the United States and its domestic politics. Conversely, the idiosyncratic 

evolution of financial systems, by affecting regional economies and state policies differently, 

could have major consequences for the formation and survival of nation states. As this thesis will 

argue, faster financial development in the Kingdom of Sardinia enabled it to pursue a policy of 

economic development, internationalisation and rearmament that, together with French military 

aid, led it to eventually unify the whole country.   

1. Nations and Finance 

Despite the intrinsic relationship between politics, nation-building and market creation, financial 

history and the history of nationalism and nation-building rarely cross paths. The literature on 

fiscal states and the new institutional economic history have partly bridged the gap between 

financial and political history by connecting financial development, including the state’s fiscal 

capacity, to changes in political institutions and the ultima ratio regum, namely war. Yet these 

works largely ignore the issue of nationalism. Although financial history has not altogether 
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neglected the interactions between nationalism and financial arrangements, nation-building 

mostly enters these accounts as a sort of political backdrop.1 This is generally the case in the 

historiography of banking in the United States2 or German monetary unification, a prominent case 

study within a large body of literature on monetary unions revived in the wake of the 

establishment of the EMU.3 

This is a pity, because it not only underplays the complexity of financial integration within 

new nation states but also because from even a cursory glance at their histories, intertwining 

finance and nation-building quickly appears as a promising approach to the study of older nations 

as well. The archetypical dualism of Scottish free banking and the monopolistic ambitions of the 

Bank of England was embedded in the institutional and political dichotomy between Scotland and 

England within the not-so-United Kingdom. Monetary reform and the rise of the Bank of France, 

created in 1800 under Napoleon and turned into a monopolist in 1848 at the expense of the 

departmental banks of issue, marked the progressive consolidation of the French state, 

dramatically accelerated by the Revolution and later continued under the Second Empire. The 

granting of the monopoly of issue to the Bank of Spain in 1874 was also a sign of growing 

centralisation within a country long known for its extreme regionalism. In contrast, the almost 

contemporary transformation in 1878 of the Austrian National Bank into a dual Austro-Hungarian 

institution – a decision that, while lending further support to Hungary’s hegemonic ambitions, 

excluded all other nationalities, whose languages were even banned from the printed banknote, 

thus triggering demonstrative actions by nationalists of all colours ‒ mirrored both the 

institutional polarisation of the Habsburg Empire and its parallel splintering along national lines.4 

In Switzerland, it took decades to assert the power of the Confederation over cantonal interests 

concerning note issue and eventually establish a national bank in 1907 and similar examples could 

be added.  

Until the mid-nineteenth century, a single currency, a well-structured credit system and a 

proto-central bank were targets that many countries, including old ones, still had to achieve. For 

young and old nations alike they were a symbol of national unity and the growing might of their 

state, a source of domestic pride and legitimation at international level, contributing to the keen 

sense of collective identity characterising the ‘age of nationalism’. More prosaically, they also 

                                                                 
1 As examples of studies taking seriously the interplay between nationalist politics and economics, see 

Edling, M. M., A Hercules in the Cradle: War, Money, and the American State, 1783–1867 (Chicago, 

2014); Schulze, M. S. and Wolf, N., ‘Economic Nationalism and Economic Integration: The Austro-

Hungarian Empire in the Late Nineteenth Century’, Economic History Review, 65, 2 (2012), pp. 652–73; 

Sørensen, A. R., ‘Monetary Romanticism: Nationalist Rhetoric and Monetary Organisation in Nineteenth-

Century Denmark’, Scandinavian Economic History Review, 61, 3 (2013), pp. 209‒32. 
2 E.g. Knodell, J. E., The Second Bank of the United States: ‘Central’ Banker in an Era of Nation-Building, 

1816‒36 (New York, 2017); Douglas, A. I. and Sylla, R., eds., Founding Choices: American Economic 

Policy in the 1790s (Chicago, 2011). 
3 E.g. Holtfrerich, C. L., ‘Did Monetary Unification Precede or Follow Political Unification of Germany in 

the 19th Century?’, European Economic Review, 37, 2‒3 (1993), pp. 518‒24; James, H., ‘Monetary and 

Fiscal Unification in Nineteenth-Century Germany: What Can Kohl Learn from Bismark?’, Essays in 

International Finance, 202 (Princeton, 1997); Otto, F., Die Entstehung eines nationalen Geldes: 

Integrationsprozesse der deutschen Währungen im 19. Jahrhundert (Berlin, 2002); Theurl, T., Eine 

gemeinsame Währung für Europa: 12 Lehren aus der Geschichte (Innsbruck, 1992). For a review of this 

literature, see Chiaruttini, M. S., ‘Lessons for Europe? Writing Comparative History on Financial 

Integration: Methodology, Historiography and Open Questions for a Study of the Kingdom of Italy, the 

German Reich and the EU’, unpubl. manuscript, European University Institute, 2015. 
4 For a history of the Austrian National Bank, see Jobst, C. and Kernbauer, H., The Quest for Stable Money: 

Central Banking in Austria, 1816–2016 (Frankfurt-on-Main, 2016). More specifically on the Austro-

Hungarian monetary union, see Flandreau, M., ‘The Bank, the States, and the Market: An Austro-Hungarian 

Tale for Euroland, 1867‒1914’, Working Papers of the Oesterreichische Nationalbank, 43 (2001). 
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fostered trade integration within national boundaries and economic development, while bolstering 

public finances.  

Unsurprisingly, the creation of a currency union and an integrated banking system was 

extraordinarily challenging in a country, like Italy, which had to abruptly unify seven different 

states, each with its own, often patchy, monetary system and idiosyncratic banking, and to do so 

with a soaring public debt due to unification itself. Unlike for other states like Switzerland or 

Germany, the existence of a few rather than many regional banks of issue proved an 

insurmountable hurdle to the centralising policy of the government, which had to face strong 

interest groups upon whose goodwill it depended, while Piedmont-Sardinia was far from being as 

powerful a regional hegemon as Prussia. Integration was relatively straightforward across the 

North, where no bank of issue existed apart from a modest Mercantile Establishment 

(Stabilimento Mercantile) founded in Venice in 1853. The Piedmontese bank of issue, the 

National Bank, thus easily took root. To the full satisfaction of its shareholders, the Mercantile 

Establishment was converted into a branch of the National Bank, as had happened to the Bank of 

the Four Legations in Bologna and the minuscule Bank of the Parma States. In Tuscany, by 

contrast, the attempts of the National Bank to merge with the Tuscan National Bank, already 

controlling an extensive branch network, eventually failed, while a new, small bank of issue, the 

Tuscan Credit Bank, had already been chartered at the time of unification in 1860. The Roman 

Bank, as the Pope’s bank of issue was renamed, survived unscathed from the conquest of Rome, 

placidly perpetuating its tradition of mismanagement until its disgraceful liquidation in 1893. 

Finally, in the South both the government and the National Bank were soon forced to relinquish 

all hope of getting rid of the two Bourbon banks, the Bank of Naples and the Bank of Sicily. 

The notion that monetary and especially banking development was an integral part of Italian 

nation-building has always pervaded Italian financial historiography, although the issue has never 

been thoroughly examined. This awareness has coalesced into the traditional narrative, charged 

with nationalist overtones and informed by a teleological bias, which depicts the ascent of the 

Piedmontese National Bank, and its successor the Bank of Italy, as a Darwinian struggle between 

a modern ‘national’ institution and the regional banks of issue, troublesome relics of a divided 

past. When not explicitly stated, this interpretation is visually conveyed by the disproportionately 

higher number of pages devoted to the Piedmontese bank compared to all others even in 

comparative studies such as the authoritative work by Di Nardi.5 Centrifugal forces in banking 

thus appear merely as a childhood illness of the new-born nation state. An illness that in the early 

1890s proved almost fatal: commercial competition between banks of issue, widespread 

corruption spanning both the business and the political world, an international economic 

slowdown, a real estate bubble and an unsatisfactory institutional framework brought the entire 

banking system to the verge of collapse, prompting the liquidation of the Roman Bank and the 

creation of the Bank of Italy out of the merger between the National Bank and the two Tuscan 

banks. The crisis of the late 1880s to early 1890s cast a long shadow over the regional banks of 

issue: in hindsight they were associated with troubling instability, whereas after its 

metamorphosis into the Bank of Italy, the National Bank – though far from innocent – re-emerged 

in the national consciousness as the predestined saviour. 

It is probably in order to break free from the question of banking pluralism versus monopoly 

of note issue which had been haunting the new kingdom for decades and from the established 

narrative that more recent historiography has increasingly turned to the study of regional markets 

and pre-unification developments. This has enabled younger generations of scholars to overcome 

a somewhat nationalistic framework focussing almost exclusively on post-unification and 

                                                                 
5 Di Nardi, G., Le banche di emissione in Italia nel secolo XIX (Torino, 1953). 
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nationwide processes. Thanks to their efforts we now know much better the workings of local 

markets, although much more needs to be done. However, neither a more traditional nor a more 

recent approach has consistently attempted to merge national and regional perspectives or to study 

the transition period from regionally-segmented to nationally-integrated financial markets during 

the Risorgimento.6 What we are left with are either grand narratives of nationwide processes7 or 

in-depth studies of single regional markets, when not of single institutions like a bank or a stock 

exchange.8 However rigorous and insightful in its investigation, financial history therefore fails to 

provide a picture of Risorgimento Italy as broad and multifaceted as that emerging from political, 

social, intellectual and cultural historiography. Most times implicitly accepting not to overstep the 

artificial boundary between two distinct areas – which we may dub ‘BC’ and ‘AC’, ‘Before’ and 

‘After Cavour’ – which other historians cross by necessity, financial historians are therefore ill-

equipped to address the progressive formation of a national market alongside that of a national 

state, a state which was dreamed of and fought for well before Victor Emmanuel’s crowning as 

King of Italy in 1861. 

2. The Discovery of an Old Continent: Financial History Encounters the Southern Question 

This chasm between financial history and other historical sub-fields is nowhere more patent than 

in the historiography of the most hotly-debated question in Italian history, the so-called ‘Southern 

Question’ (Questione meridionale), namely the emergence over the nineteenth century of a socio-

economic divide between Northern and Southern Italy which is still plaguing the country after 

two hundred years.9 Probably due to its recrudescence since the 1970s, this shameful divide has 

                                                                 
6 Some attempts in this direction have been made by Bermond, C., ‘Banche e credito negli Stati preunitari e 

nell’Italia liberale’, in A. Moioli and F. Piola Caselli, eds., La storiografia finanziaria italiana: un bilancio 

degli studi più recenti sull’età moderna e contemporanea (Cassino, 2004), pp. 149‒98; Conti, G. and La 

Francesca, S., eds., Banche e reti di banche nell'Italia post-unitaria, 2 vols. (Bologna, 2001); Conti, G. and 

Schisani, M. C., ‘I banchieri italiani e la haute banque nel Risorgimento e dopo l'Unità’, Società e storia, 

131 (2011) pp. 133‒70; Cova, A., La Francesca, S., Moioli, A. and Bermond, C., eds., Annali della storia 

d’Italia, 23: La banca (Torino, 2008); Sannucci, V., ‘The Establishment of a Central Bank: Italy in the 19th 

Century’, in M. De Cecco and A. Giovannini, eds., A European Central Bank? Perspectives on Monetary 

Unification After Ten Years of the EMS (Cambridge, 1989), pp. 244‒80. 
7  E.g. Conte, L., ed., Le banche e l’Italia: crescita economica e società civile, 1861‒2011 (Soveria 

Mannelli, 2011); De Mattia, R., Gli istituti di emissione in Italia: i tentativi di unificazione, 1843‒92 (Bari, 

1990); Spinelli, F. and Fratianni, M., Storia monetaria d’Italia: l’evoluzione del sistema monetario e 

bancario (Milano, 1991).  
8 E.g. Baia Curioni, S., Regolazione e competizione: storia del mercato azionario in Italia, 1808‒1938 

(Milano, 1995); Conca Messina, S. A., ‘Il progetto della banca di sconto e di emissione del Regno 

Lombardo-Veneto: problemi, proposte e trattative’, Società e storia, 116 (2007), pp. 321‒55; Conte, L., La 

Banca Nazionale: formazione e attività di una banca di emissione, 1843‒61 (Napoli, 1990); Conti, G., La 

politica aziendale di un istituto di credito immobiliare: il Monte dei Paschi di Siena dal 1815 al 1872 

(Firenze, 1985); Felisini, D., Le finanze pontificie e i Rothschild, 1830‒70 (Napoli, 1990); Felisini, D., 

‘Quel capitalista per ricchezza principalissimo’. Alessandro Torlonia: principe, banchiere, imprenditore 

nell’Ottocento romano (Soveria Mannelli, 2004); Piluso, G., L’arte dei banchieri: moneta e credito a 

Milano da Napoleone all’Unità (Milano, 1999); Poettinger, M. and Roggi, P., eds., Florence, capital of the 

Kingdom of Italy, 1865‒71 (London, 2018); Riva, A., ‘Microstructures et risque de contrepartie : les 

bourses de Milan et de Gênes à l’épreuve de la crise de 1907’, Entreprises et histoire, 67, 2 (2012), pp. 37‒

53; Schisani, M. C., La Borsa di Napoli, 1778‒1860: istituzione, regolazione e attività (Napoli, 2001); 

Volpi, A., Banchieri e mercato finanziario in Toscana, 1801‒60 (Firenze, 1997). 
9  The literature on the Southern Question is enormous. As reference guides, see Barbagallo, F., La 

questione italiana: il Nord e il Sud dal 1860 a oggi (Roma-Bari, 2013); Capone, A., Storia d’Italia, 20: 

Destra e Sinistra da Cavour a Crispi (Torino, 1981), pp. 134‒51; Galasso, G., Storia d’Italia, 15: Il Regno 

di Napoli, 6 (Torino, 2011), pp. 583‒99; Lupo, S., La questione: come liberare la storia del Mezzogiorno 

dagli stereotipi (Roma, 2015); Pescosolido, G., La questione meridionale in breve: centocinquant’anni di 
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been increasingly attracting the attention of economic historians, stoking endless scholarly 

disputes. In their estimates of regional GDP, Daniele and Malanima have challenged the common 

wisdom of a divide pre-dating unification, a divide meanwhile reaffirmed by Emanuele Felice on 

the basis of his revised estimates, as well as on ongoing research by other scholars on education, 

inequality and living standards.10 

Yet, despite the well-documented existence of an enduring financial divide between North 

and South since at least the late nineteenth century, as shown by most credit indicators such as 

loans and deposits shares, number and types of banks, extension of branch networks and access to 

credit,11 this aspect is barely addressed in the literature on the Southern Question, as if the South’s 

financial backwardness prior to unification were either self-evident or of little account. This 

neglect is all the more regrettable since both economics and the new institutional economic 

history insistently remind us of the crucial importance of financial development for economic 

growth.12 In this respect A’Hearn, with his cliometric analyses of the different banking structures 

between North and South, has been a lone voice in the desert, although his studies only go back to 

the late nineteenth century.13 

The almost orientalist vision of Southern Italy as a ‘credit desert’ dates back to the 

Risorgimento. Whatever the truth, financial backwardness chimed in with the picture of the 

tyrannical oppression of the Bourbons popularised by nationalists and the messianic role 

attributed to the House of Savoy, which could also invest itself with a ‘civilising mission’ 

regarding banking. In contrast, Southern Italy, and Naples in particular, has always taken pride in 

its financial institutions, first and foremost its two banks of issue, heirs to a long tradition of 

deposit banking. Distinguished scholars like Demarco, De Rosa and Giuffrida have produced 

monumental studies on these banks, which convey a vision both of their lasting contribution to the 

Southern economy and the unfair treatment to which they were subjected by the Italian 

government and the National Bank. 14  Still today Southern banking continues to inspire 

researchers, although mainly those working on the early modern period.15 Exceptions are the work 

of Paola Avallone on the public discount house active in Naples since the early nineteenth 

                                                                                                                                                                                                
storia (Roma, 2017); Riall, L., Risorgimento: The History of Italy from Napoleon to Nation-State 

(Basingstoke, 2009), pp. 72‒113; Schneider, J., ed., Italy’s ‘Southern Question’: Orientalism in One 

Country (Oxford-New York, 1998). 
10 Daniele, V. and Malanima, P., Il divario Nord-Sud in Italia, 1861–2011 (Soveria Mannelli, 2011); Felice, 

E., Perché il Sud è rimasto indietro (Bologna, 2013); Vecchi, G., ed., In ricchezza e in povertà: il benessere 

degli italiani dall'unità a oggi (Bologna, 2011). 
11 Banca d’Italia, Il sistema finanziario nel Mezzogiorno (Roma, 1990); Cannari, L. and Gobbi, G., ‘Il 

sistema finanziario’, in Banca d’Italia, Il Mezzogiorno e la politica economica dell’Italia (Roma, 2010), pp. 

51‒9; SVIMEZ, 150 anni di statistiche italiane: Nord e Sud, 1861–2011 (Bologna, 2011). 
12 Levine, R., ‘Finance and Growth: Theory and Evidence’, in P. Aghion and S. N. Durlauf, eds., Handbook 

of Economic Growth, 1 (Amsterdam, 2005), pp. 863‒934. As is well known, the relationship between 

allegedly superior financial markets, economic growth and international supremacy was brought to the fore 

by North and Weingast in their pathbreaking paper (North, D. C. and Weingast, B. R., ‘Constitutions and 

Commitment: The Evolution of Institutions Governing Public Choice in Seventeenth-Century England’ 

Journal of Economic History, 49, 4 (1989), pp. 803‒32), giving rise to a copious literature focusing in 

particular on Britain, France and the Netherlands in the eighteenth century.    
13 A’Hearn, B., ‘Finance-led Divergence in the Regions of Italy’, Financial History Review, 12, 1 (2005), 

pp. 7‒41; id., ‘Could Southern Italians Cooperate? Banche Popolari in the Mezzogiorno’, Journal of 

Economic History, 60, 1 (2000), pp. 67‒93. 
14 In particular Demarco, D., Banca e congiuntura nel Mezzogiorno d’Italia, 1809‒63 (Napoli, 1963); id., Il 

Banco delle Due Sicilie, 1808‒63 (Napoli, 1963); De Rosa, L., Istituto di emissione nell’Italia unita, 1863‒

1926, 3 vols. (Napoli, 1989‒92); Giuffrida, R., Il Banco di Sicilia, 2 vols. (Palermo, 1972‒3). 
15 Costabile, L., and Neal, L., eds., Financial Innovation and Resilience: A Comparative Perspective on the 

Public Banks of Naples, 1462‒1808 (Cham, 2018).  
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century, which however has not yet been published, or the recently printed history of the Bank of 

Sicily edited by Pier Francesco Asso, which in turn starts from unification.16 

 More recently, some authors have tried to partially rehabilitate the Southern financial system 

in more general terms, claiming that analysing it according to a ‘backwardness paradigm’ built on 

the experiences of Northern countries, including Great Britain and France, does not help 

understand its actual functioning. They claim that the Southern system differed in form rather 

than substance from that of the other Italian states and that, despite its shortcomings, it was in fact 

quite suited to the economy’s needs.17 Their criticism of a stereotypical approach to financial 

development is surely more than justified. By providing a reassuring view which aims at 

counterbalancing previous pessimism, however, these authors risk overlooking the severe 

shortfalls of the system, while at the same time they do not venture to make any comparison with 

northern Italy. 

To my knowledge, the only scholarly attempt to frame the Southern Question in terms of 

financial development has been made by Capecelatro and Carlo. Challenging the notion of 

Southern backwardness, they claim that regional underdevelopment was the result of a process of 

internal colonisation led by the Italian – allegedly ‘mostly Northern’ – government at the expense 

of the South. Going beyond the standard criticism of Italian trade and fiscal policies, they put the 

blame for the South’s underperformance on the monetary and banking policies of the new state, 

which, they argued, systematically favoured the National Bank and the drainage of Southern 

resources to the North to finance industrial development there.18 The leitmotiv of the channelling 

of monetary resources from the South to the North is not new, in fact. This idea had already been 

prominently put forward by Francesco Saverio Nitti – many times Minister and once Prime 

Minister in the early twentieth century ‒ as early as 1900. 19  Unlike Capecelatro and Carlo, 

however, he ascribed the alleged ‘drainage’ to the workings of the fiscal, rather than the banking, 

system. In his view, the South paid more taxes and received less public investment than the North, 

while the sale of state lands and higher public debt ‘drained’ Southern liquidity. Although Nitti’s 

work has become a locus classicus on the Southern Question, his statistical reconstruction does 

not actually bear closer scrutiny20 and his argumentation is plagued by fallacies. (It is not clear, 

for instance, to what extent the state should be blamed for higher debts when these resulted from 

wars of national unification – Nitti, patriotically, never objected to unification – or for the sale of 

undervalued public lands and high-yield public bonds, in which Southern investors freely chose to 

invest.) 

While Nitti did at least attempt to bolster his claims with statistical evidence, the revamp of 

his thesis by Capecelatro and Carlo, however evocative, is not based on accounting data or 

quantitative analysis, but merely on a handful of Southern-produced primary sources and De 

Rosa’s research, written in turn from the vantage point of the Bank of Naples itself. More 

recently, this line of argument has been further developed by the popular writer and political 

activist Nicola Zitara, who in a highly polemical book ascribes the origins of the North-South 

                                                                 
16 Avallone, P., ‘Il credito commerciale nel Mezzogiorno: la Cassa di Sconto del Banco delle Due Sicilie’, 

PhD thesis, University of Bari, 2009; Asso, P. F., ed., Storia del Banco di Sicilia (Roma, 2017). 
17 Avallone, P., ‘Il credito’, in P. Malanima and N. Ostuni, eds., Il Mezzogiorno prima dell’Unità: fonti, 

dati, storiografia (Soveria Mannelli, 2013), pp. 257‒82; De Matteo, L., Una ‘economia alle strette’ nel 

Mediterraneo: modelli di sviluppo, imprese e imprenditori a Napoli e nel Mezzogiorno nell’Ottocento 

(Napoli, 2013).  
18 Capecelatro, E. M. and Carlo, A., Contro la ‘questione meridionale’: studio sulle origini dello sviluppo 

capitalistico in Italia (Roma, 1972). 
19 Nitti, F. S., Nord e Sud: prime linee di un’inchiesta sulla ripartizione territoriale delle entrate e delle 

spese dello Stato in Italia (Torino, 1900). 
20 See Epilogue. 
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divide to what he depicts as the annihilation of Southern banking by a bunch of ‘robber bankers’ 

led by the National Bank, who shamelessly transformed the once happy country into a wretched 

colony.21 Unlike Capecelatro and Carlo, Zitara does examine financial development in Piedmont-

Sardinia prior to unification, though only with the manifest aim of insisting uncharitably upon the 

supposedly predatory character of Piedmontese finance, while his thesis rests upon foundations no 

more solid than theirs. 

Through their works, financial revisionists, together with other Southern revisionists, 

reaffirm the crucial importance of the Southern Question as a question of nation-building.22 

Understanding the actual relationship between national unification, state policies and Southern 

development takes us to the heart of national identity, in the past as today. While for over a 

century the conventional wisdom of an ‘advanced’ North and a ‘backward’ South has been 

instrumentalised to bolster the legitimacy of Piedmontese rule and idealise the Risorgimento as 

Italy’s founding myth, revisionists, by reversing this logic, explicitly call into question the moral 

foundations of Italy and its very right to survive as a nation state.   

Although such a radical view regarding finance is untenable – and this thesis shall discuss 

why –, unification did have some negative repercussions for Southern markets, as more careful 

research suggests. On the one hand, the unification of the public debt of all pre-unitarian states 

required the conversion of high-priced Neapolitan rentes into depreciated Italian ones, as studied 

by Collet,23 although the shift from a low-yield to a high-yield public debt market offered better 

investment opportunities in the future.24 On the other hand, North and South did not constitute an 

optimal currency area and their integration, by reinforcing agrarian specialisation in the South, 

left the latter more exposed to asymmetric shocks it could not mitigate through monetary 

adjustments.25 

Though admirable, these studies focus on one single aspect of the South’s integration within 

the new country. In this thesis, by contrast, I aim at embedding financial integration within a 

larger comparative context of nation-building. Indeed, financial history proves to be a powerful 

tool for challenging simplistic views of Risorgimento dynamics and artificial boundaries like 

those between North and South or between ideological and material interests. From a financial 

point of view, in fact, before the country’s unification it makes little sense to talk about a North-

South divide, simply because a ‘financial North’ had not yet emerged. Before unification the 

North was financially as well as politically heterogeneous and fragmented. It was only with 

unification, the export of Piedmontese policies and the spread of the National Bank that northern 

Italy was transformed into a transregional financial market. 

                                                                 
21 Zitara, N., L’invenzione del Mezzogiorno: una storia finanziaria (Foligno, 2011). 
22 Zitara is only one of the many best-selling authors advocating a ‘counter-history’ of Risorgimento Italy, 

in a similar vein to Southern nationalists in the United States. As an example of scholarly research explicitly 

refuting Neo-Bourbon arguments from a general perspective, see De Lorenzo, R., Borbonia felix: il Regno 

delle Due Sicilie alla vigilia del crollo (Roma, 2013). 
23  Collet, S., ‘Unified Italy? Sovereign Debt and Investor Scepticism’ (2016), available at SSRN: 

https://ssrn.com/abstract=2024636. On the convergence of rente prices across regional stock exchanges, see 

also Toniolo, G., Conte, L. and Vecchi, G., ‘Monetary Union, Institutions and Financial Market Integration: 

Italy, 1862–1905’, Explorations in Economic History, 40 (2003), pp. 443–61; id., ‘Lessons from Italy’s 

Monetary Unification (1862–80) for the Euro and Europe’s Single Market’, in P. A. David and M. Thomas, 

eds., The Economic Future in Historical Perspective (Oxford-New York, 2003), pp. 315–38. 
24 Opportunities which were eagerly sized in the mid-1860s, see Chs. 26 and 32. 
25 Foreman-Peck, J., ‘Lessons from Italian Monetary Unification’, Working Papers of the Oesterreichische 

Nationalbank, 113 (2006); Vicquéry, R., ‘Optimum Currency Areas and European Monetary Integration: 

Evidence from the Italian and German Unifications’, available at https://www.aeaweb.org /conference/ 

2018/preliminary/paper/K3ZYZY4H.  
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Even more radically, financial history shows that there was not even a national market within 

the Kingdom of Sardinia itself until the 1850s. The creation of such a market was largely the 

result of the fiscal crisis triggered by the First War of Independence and Piedmont’s political 

decision to bear the torch of Italian nationalism thereafter. Financial development, in turn, did not 

only make possible Piedmont’s expansionism, but gave it an edge over all other Italian states also 

economically. This part of the story is broadly consistent with the literature on warfare, fiscal 

states and financial revolutions, also because credit development and ballooning public debt was 

accompanied by a political shift from absolutism to a parliamentary regime. However, it had 

much broader implications on a political level, because financial development in Piedmont – as 

would later happen across the whole of the North – also fostered integration and the sharing of 

common aims between regional business elites. The Genoese and Turinese – much more than the 

Sardinians or Savoyards – were progressively united by the ties of finance, which helped mould a 

‘national community’ that previously simply did not exist – a community that would in many 

ways forge Italy’s destiny. 

Financial history also reveals that the South itself was neither before nor for some time after 

unification an integrated space, which may explain the sudden collapse of the Two Sicilies in 

1860. The Bourbons failed repeatedly to unify the mainland and Sicily, the capital cities and the 

provinces. Unlike Piedmont, disintegration was in some ways the hallmark of the Bourbon regime 

– from roads to politics and banking. From a financial point of view, in many respects the South 

started to become a ‘macro-region’ thanks to unification. On the one hand, the branch network of 

the National Bank criss-crossed previously disconnected regions; on the other, banking 

competition between it and the old Southern banks led to a self-serving notion of the ‘South’ as a 

regional community to pit against ‘Northern’ institutions. 

Financial development was not just an aim in itself but rather a multidimensional process 

which affected power relationships between (and within) regions all throughout the Risorgimento 

and whose mechanics, even from a purely financial point of view, cannot be properly understood 

if uprooted from this more general context. As we shall see, the boldest monetary and banking 

policies adopted by the state – be it Bourbon, Piedmontese, Italian, or even revolutionary – were 

all taken in periods of political crises and influenced by political considerations, while in turn 

political compromise in periods of consolidation disfigured or thwarted many reforms. Not only 

did politics shape markets, but markets also shaped politics through the influence of increasingly 

assertive business elites, and powerfully contributed to the moulding of a new nation. In this light, 

exploring the ‘Southern Financial Question’ is not simply a way to add one more missing piece to 

the puzzle of the Southern Question. It is a first step towards reinterpreting the history of 

Risorgimento Italy, seen as a multilayered and cumulative process which included financial 

integration and encompassed the whole peninsula over decades. 

Starting with a comparative study of the Kingdom of Sardinia and the Two Sicilies is an 

obvious choice due to the relevance of the Southern Question and because they were the two 

largest states of the peninsula, accounting in 1861 for 55 per cent of the total population and 87 

per cent of total public debt (Tables A.1 and B.1). Their comparison is all the more compelling as 

they were different in almost every respect. In foreign affairs, the South was an isolationist 

country with a problematic relationship with both Great Britain and France, whereas the Kingdom 

of Sardinia had been an interventionist country ‘aligned’ with the great powers since the First War 

of Independence.  

After the crushing of the 1848/9 revolution and its refusal in the mid-1850s to side, at least 

indirectly, with Britain and France against Russia in the Crimean War, the Kingdom of the Two 

Sicilies became increasingly isolated within the international community. Although in 1849 the 

central government had indeed ‘won’ the civil war against separatist Sicily, the brutal way in 
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which this was achieved and the ensuing political purge aroused international outrage and fed 

internal resentment, later exploited by Garibaldi’s expedition. By contrast, the defeat of the 

Kingdom of Sardinia by Austria in 1849 fostered a revanchist attitude uniting the whole kingdom 

against a common enemy. 26  While the Bourbon regime, apart from its opportunistic and 

ephemeral endorsement of the Italian cause during the First War of Independence and the last 

tragic months of its existence, had always distanced itself from Risorgimento ideals, Piedmont-

Sardinia reconstructed its state identity entirely around them. Southern émigrés – like the 

economists Francesco Ferrara and Antonio Scialoja, both future Finance Ministers of Italy – fled 

the ‘illiberal’ Bourbon regime to repair to Piedmont, thus contributing to the creation of a 

stereotypical image of the South as hopelessly backward.27 This image stood in sharp contrast to 

that of a liberal Piedmont championing the cause of Italian independence, which was increasingly 

attracting the sympathy of progressive elites across Europe. 

The internal policy of the two states was also remarkably different. The secular history of the 

South was one of cyclical changes of regime, from one foreign domination to another, which 

inevitably weakened the legitimacy of the central government. Until 1860 the Bourbon 

government had to live under the constant threat of a separatist movement in Sicily, while its 

actual power in the provinces and the loyalty of the largest landowners was to some extent still 

questionable. The Kingdom of Sardinia as well experienced hard times in trying to amalgamate 

four very different regions (Piedmont, Liguria, Savoy and Sardinia). The legitimacy of the House 

of Savoy, ruling Piedmont and Savoy since the Middle Ages, was however much stronger. Unlike 

the Two Sicilies, instead of recurrently changing hands in the course of history while keeping 

approximately the same borders, Piedmont was a military state constantly expanding its territory 

under the same dynasty. The failure of the Bourbons to internally unify the country led to the 

concession of a separate administration to Sicily after 1849. Just a couple of years earlier, the 

Kingdom of Sardinia had become a fully centralised administrative system, adopting a model that 

it was to extend to all Italy a decade later.  

The Two Sicilies and the Kingdom of Sardinia after 1849 adopted two different economic 

policies. The former relied on a mixture of protectionism, investment by ‘naturalised’ 

businessmen and public procurement to promote manufacturing, while under Cavour the latter 

became a hard-line free trader with a structural trade deficit.  

Financial development interacted with all of these dimensions simultaneously. Through 

growing indebtedness and liberal policies favouring foreign investments and exports, Piedmont 

co-interested international markets in its bid for supremacy, whereas the Two Sicilies were wary 

of large foreign ventures and intent upon reining in foreign indebtedness. In Piedmont, financial 

modernisation rallied the support of banking elites to the nationalist government and reinforced 

ties between regional business groups. In the Two Sicilies, public banking split after the Sicilian 

insurrection, while provincial towns were left on the margins of financial development. By 

protecting its manufacturing firms, the Bourbon state implicitly reduced their need to count on an 

efficient banking system providing credit at competitive rates. Conversely, Cavour’s policies of 

free trade and governmental support to industrial development required a modern credit system 

financing the new enterprises along with the state, as well as a bank counterbalancing with note 

issue the specie outflows resulting from trade deficits and debt servicing. 

                                                                 
26  Notwithstanding opposition to this interventionist agenda by increasingly marginalised clerical and 

conservative circles, see Caruso, A., Nationalstaat als Telos? Der konservative Diskurs in Preußen und 

Sardinien-Piemont, 1840‒70 (Berlin, 2017). 
27 Petrusewicz, M., ‘Before the Southern Question: “Native” Ideas on Backwardness and Remedies in the 

Kingdom of Two Sicilies, 1815‒49’, in Schneider, Orientalism, pp. 27‒49. 
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3. Structure, Content and Sources 

The thesis is structured into five parts. The first two analyse financial development in the Two 

Sicilies until unification and in the Kingdom of Sardinia up to 1848. Contrary to what a 

teleological interpretation might suggest, between the two countries there were more similarities 

than differences, although, somewhat ironically, it was the South which appeared to be better 

placed to develop a modern financial system. Naples and Genoa, the crown jewels of the two 

countries, were both port cities specialised in maritime insurance, money change and the discount 

of bills flowing in from the other exporting regions to finance their import trade. Yet Genoese 

finances had been shattered by the French Revolution and the Napoleonic Wars. From being the 

capital of its own republic, Genoa had become subject to a drowsy city like Turin, unlike Naples 

whose might, much to the outrage of Palermo, had been increased by the incorporation of the 

Kingdom of Sicily into one single realm under its sway. Moreover, Naples boasted a colossal 

public bank whose notes circulated across the whole country, concentrating specie in the capital 

and potentially providing the government and the banking community with formidable leverage. 

What Piedmont-Sardinia could oppose to it was but a private bank of issue founded with thirty 

years’ delay and much smaller capital. 

The Kingdom of the Two Sicilies also appeared better placed due to the large size of its debt, 

so large indeed that a Rothschild branch had been established in Naples to help the government 

repay. Held largely abroad, it was however a source of concern for a country striving to carve out 

a little room to manoeuvre for itself in international politics. Thus, the first and foremost ambition 

of the Bourbons, similar in this respect to the Piedmontese, was to curtail public debt, except 

when it had to be increased to crush revolts, as happened in the 1820s. 

Both countries were devoid of joint-stock companies ‒ despite a burst of enthusiasm for them 

in Naples in the 1830s ‒ and the provinces were left in a not-too-benign neglect. The 

constitutional uprisings sweeping Italy in 1820/1 had resulted in larger debts for both, clipping the 

wings of the reformist Neapolitan government while leaving the Piedmontese one to its apathy in 

financial matters. 1848 was a different story, however. The financial history of 1848 in Italy is 

still awaiting its historian: indebted revolutionary governments, while fighting for Italy, dreamt of 

new banks and an Italian monetary system. Yet the financial results of 1848 in Piedmont and 

Southern Italy were unambiguous and opposite, as were their political reactions. In the South a 

bloody civil war was fought, with the result of undermining the state’s legitimacy and its fiscal 

capacity, further retarding long-due banking reforms. In Piedmont domestic revolution was tamed 

by granting a constitution and launching a war of national liberation. The result was defeat and a 

mountain of debt which called for drastic financial reforms. 

Part Three is devoted to the financial revolution engineered by Cavour in close cooperation 

with Turinese and Genoese bankers from 1850 onwards. A constitution, a package of wide-

reaching reforms and the hope of future revenge on Austria earned the government the support of 

both nationalists and big business. Yet they also resulted in growing indebtedness, trade deficits 

and a hotly contested monetary and banking policy. In this context, bankers not only came to the 

rescue of an indebted government but, under the latter’s watchful eye, built an expanding network 

of interests spanning the whole country, the financial world as well as the real economy, which 

successfully backed Piedmont’s claims to hegemony. 

Finally, Parts Four and Five deal with the financial consequences of Italian unification in the 

South. In 1859 the Piedmontese financial system was far from being in perfect shape and wars of 

national unification only added to its burdens. Unifying monetary and banking systems as diverse 

as those of Piedmont and the two Sicilies in no time was a nightmare made even worse by 

infighting between Left and Right, incompetency, waste of public money and a loyalist 
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insurgence. In 1866 things were further complicated by the Third War of Independence and the 

suspension of note convertibility, while banking feuds led to pitched battles between central 

government and (parts of the) local elites. Unsurprisingly, this all resulted either in an institutional 

narrative unmindful of regional dramas or a colonial interpretation staging Southern heroes 

against Northern villains. Instead, what history shows is that self-interest – that of the government 

responding in alternation to the expectations of different business groups, and that of the banks 

and their governing bodies – led to another financial revolution in the South as well as to the 

perpetuation of exploitative business practices under new names. Despite its many shortcomings, 

financial unification was probably one of the major achievements of the new state. Yet its 

contested history left a scar on Italy’s nation-building process.     

Within each part, chapters are structured more around themes than chronology. Given the 

peculiarities of each system and period, however, I do not impose the same thematic structure to 

all parts, so that, for instance, central banking or fiscal troubles are not treated symmetrically in 

the first three parts. In the Epilogue I then systematically compare the Southern, the Piedmontese 

and the Italian case, trying to answer the following questions: what the relationship was between 

politics, public debt and credit development and between state and banks of issue; whether there 

was a financial divide between Piedmont-Sardinia and the South and how it evolved after 

unification; what the impact of monetary and banking integration was, and finally, how we should 

conceptualise Southern business elites and their active role during the ‘financial Risorgimento’ in 

order to avoid endorsing either a condescending narrative of Piedmont’s ‘civilising mission’ or a 

disingenuous victimisation of the South. 

Although this is not specifically a study of business elites, in my narration I often refer to 

specific actors – sometimes mentioned in standard accounts only as political or economic figures 

– to underline the paramount importance of personal connections and the overlap between the 

political and financial sphere. Unlike previous studies, I also devote substantial space to financial 

integration in the periphery – that is, in the largest part of a country – instead of merely focussing 

on the evolution of the main financial centres. Although this lengthens the work significantly, it 

was precisely their different ability to progressively integrate centre and periphery that 

differentiated the Piedmontese and the Bourbon regimes, making the former much more resilient 

and successful in hindsight. Moreover, it is only by taking into account the influence of Italian 

policies on the Southern provinces that we can fairly reassess the Southern Financial Question.  

In terms of sources, I have tried to blend different perspectives, namely those of the main 

banks, the government and, whenever possible, the broader public, by exploiting banking and 

ministerial archives, parliamentary records, newspapers, economic treaties and, when available, 

private correspondence. The choice to focus on the banks of issue stems from several reasons: 

they were the largest players on the discount market, both competing with and refinancing non-

issuing banks;28 they had a systemic importance as regards not only credit but, more importantly, 

money creation; they were entrusted with public services (direct financing of the Treasury, 

ancillary services concerning the issue and management of public debt, Treasury service and the 

Mint’s management) and were called upon to play a direct role in other banking sectors as well, 

for instance mortgage lending. Because of their prominence in the banking word – reflected also 

in their longevity – they were privileged partners of the government and among the very few 

institutions whose development can be tracked closely over time thanks to the abundance of 

primary sources concerning them. As regards the chronological framework, it overlaps nicely 

                                                                 
28 Cf. De Bonis, R., Farabullini, F., Rocchelli, M. and Salvio, A., ‘Nuove serie storiche sull’attività delle 

banche e altre istituzioni finanziarie dal 1861 al 2011: che cosa ci dicono?’, Quaderni di storia economica 

della Banca d’Italia, 26 (2012). 
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with the standard timespan of the Risorgimento (1815–71), for the major financial reform in the 

Two Sicilies was enacted right after the Congress of Vienna, while the first comprehensive 

banking reform in Italy was passed a few years after the conquest of Rome. 
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Part One 

Where the Lemon Blossom Grows: 

The Kingdom of the Two Sicilies (1816‒59) 

The Kingdom of the Two Sicilies was the largest Italian state and in the early nineteenth century 

arguably the most advanced in terms of financial development, counting a large deposit bank akin 

to a bank of issue, a sophisticated payment system in deposit notes as well as a stock and 

commodity exchange. Over more than four decades, however, it failed to catch up with more 

advanced nations, falling behind as it remained largely based on merchant banking. The reasons 

for this failure are to be found in a host of factors, among which are the poor state of public 

finances, which prevented the state from playing a more active role on financial markets, and the 

scant interest of the economic establishment in financial improvements. 

Chapter 1 provides a broad overview of the development of the kingdom and the many 

challenges it faced during the first half of the nineteenth century. Chapter 2 considers one of the 

main ones, namely public indebtedness. The kingdom, already burdened with debt because of the 

Napoleonic Wars and the costs of the Restoration, came to the verge of default as a result of the 

uprisings in 1820/1. Thereafter it followed an austerity agenda which had a negative impact on 

financial development, as the state – hit again by upheavals in 1848/9 – lacked the means to 

promote new banking institutions.   

Chapter 3 presents the most powerful banking institution in the country, the Bank of the Two 

Sicilies. Derived from the old deposit banks of the capital, it was a multifaceted establishment 

which effectively supported the government by financing public debt and providing a stable 

monetary environment. Chapter 4 looks more closely at the events of 1848/9. The secession of 

Sicily, however ill-fated, was not only an important step in the history of Italian unification. It 

was also a period in which the revolutionary government, due to the poor state of its finances, 

tried to modernise the banking system. Yet the only unintended result Sicilian revolutionaries 

achieved was to further delay banking development on the island, as the insurrection ultimately 

deprived the Bourbon government of many resources with which it might have further promoted 

public banking, when it regained control of the island. 

Chapters 5 and 6 deal respectively with the private banking sector and the Exchange in 

Naples. Naples was an active financial centre, but one which also failed to take off because of its 

oligarchic and exploitative character. Finally, Chapters 7 and 8 analyse the issue of credit 

development and monetary circuits in the rest of the country. For decades the provinces were not 

able to obtain modern financial institutions. Although their monetary markets were connected to 

the capital through the network of local treasuries, serving as bureaux de change for the Bank of 

the Two Sicilies, monetary circulation in the provinces was much less smooth than on paper, thus 

contributing to the financial divide between them and Naples. 
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1 

Between Sea and Holy Water 
 

 

 

There was little room for manoeuvre, and in trying to juggle the limited pieces on the board the dynasty 

finished by satisfying no-one.   

JOHN A. DAVIS
1 

 

In 1840 the British consul in the Two Sicilies, John Goodwin, solomonically ended his report by 

noting that the kingdom had ‘externally and internally, advantages and disadvantages’. Among 

the advantages, he listed the ‘extent of territory, number of inhabitants, happiness of position, 

healthiness of climate, beauty of scenery, and fertility of soil.’ The kingdom, which was ‘larger 

and more populous than any of its neighbours, situated midway between Central Europe and 

Northern Africa, [was] favoured with a pleasant temperature and fruitful territory, [and offered] 

an abundance of animal and vegetable substances, together with marine and mineral productions, 

in exchange for the commodities and merchandize [sic] of northern and tropical countries.’ The 

disadvantages were ‘the dryness and sterility of certain provinces … , the want of navigable rivers 

and perennial streams, the height and direction of the Apennine chains, the insecurity of ports and 

harbours, and the frequency and destructiveness of eruptions and earthquakes.’2 

The beauty of this orientalist picture notwithstanding, more than by geography the economy 

of the Two Sicilies was influenced by historical and international factors. The origins of the 

kingdom dated back to the twelfth century, when the Norman king Roger II brought Sicily 

together with most Southern duchies and principalities on the mainland under the same crown. 

Since then, the realm had been repeatedly split and reassembled under foreign dynasties. In 1713, 

after centuries of Spanish rule, the Treaties of Utrecht assigned the Mediterranean crowns of 

Sicily and Naples respectively to two Northerners, the Duke of Savoy and the Austrian Emperor, 

who also became King of Sardinia. A few years later, after the War of the Quadruple Alliance, the 

two bartered Sicily for Sardinia, but in 1734 the Two Sicilies were conquered again by the 

Spanish Infante Charles of Bourbon.3 During the eighteenth century the Bourbons of Naples were 

able to loosen their ties with Spain, inaugurating a season of enlightened reforms until Napoleon’s 

storm ravaged the kingdom again. King Ferdinand fled to Sicily thanks to British protection, 

while the throne of Naples passed into the hands of first Napoleon’s brother Joseph and later his 

brother-in-law Joachim Murat. In 1816 the mainland and Sicily were eventually reunified under 

Ferdinand’s sceptre. 

                                                                 
1 Davis, J. A., Merchants, Monopolists and Contractors: A Study of Economic Activity and Society in 

Bourbon Naples, 1815‒60 (New York, 1981), p. 233. 
2 The report, written in 1840, was published two years later (Goodwin, J., ‘Progress of the Two Sicilies 

under the Spanish Bourbons, from the Year 1734/35 to 1840’, Journal of the Statistical Society of London, 

5, 2 (1842), pp. 177–207).     
3 More precisely, the Kingdoms of Naples and of Sicily remained two separate kingdoms under the same 

sovereign and were united only in 1816 with the official name of Kingdom of the Two Sicilies. For a 

comprehensive history of the Kingdoms of Naples, Sicily and the Two Sicilies, see Galasso, Il Regno di 

Napoli and D’Alessandro, V. and Giarrizzo, G., Storia d’Italia, 16: La Sicilia dal Vespro all’Unità d’Italia 

(Torino, 1989). 
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Its tormented history marked the kingdom profoundly. For centuries it had witnessed the 

struggle between feudal lords and foreign colonisers, a fight in which it was often unclear whether 

the champions of freedom against exploitation were the former or the latter. As elsewhere in 

Europe, over time the central government began to more forcefully assert its power over the local 

aristocracy, which especially in Sicily was always ready to rebel in the name of the island’s 

glorious past. Unlike in other countries, however, the road to a modern state was made much 

harder by political turnovers. Indeed, every time one regime was overturned, the new one would 

have to legitimise itself by relying on the local establishment, but before it could do more than 

acclimatise, it would be wiped out in turn by a new foreign power. Central power was thus 

inherently weak, being both predator and prey of local ruling elites. As the new Italian state was 

to painfully discover, the same monopoly on violence was to a great extent an abstract concept, as 

it was often the landed aristocracy – and the landed gentry which progressively came to join it –

who pulled the strings of organised crime. In a country traditionally marked by high inequality 

and weak state authority, brigandage was not only endemic as a hopeless reaction to 

impoverishment but had also been partly institutionalised by the upper classes as a means of 

social control, economic enrichment and even political struggle.4    

The internal weakness of the state was compounded by its contested role at an international 

level. The kingdom had regained its independence only in the mid-eighteenth century, changing 

rule twice since then (from the Bourbons to the French and back to the Bourbons again) in a 

period in which the Mediterranean was becoming a new battlefield for the great powers. Like a 

vessel of earthenware obliged to journey in company with many vessels of iron, the young 

kingdom had to stay whole between an Austrian Empire keeping a firm grip on Italy, a greedy 

Great Britain eager to control Mediterranean and colonial trade routes and a reviving France 

longing to replace them. In the eyes of Great Britain and France, the Two Sicilies had a well-

defined role to play in the global value chain as a commodity exporter and importer of 

manufactured goods, and they were ready to put it back in its place, if need be.5  

Like any other country in Italy at that time, the Kingdom of the Two Sicilies was facing the 

classic dilemma of a developing economy between exporting raw materials and trying to build its 

own industry. During the First Restoration the choice was easy. The restored government was in 

dire need of money and willing to grant even undue privileges to foreign powers – such as a 10 

per cent reduction on customs duties for British, French and Spanish vessels – in order to bolster 

                                                                 
4 Gangs of cattle rustlers and kidnappers were all too often in league with wealthy landowners and local 

authorities sharing their booty, while in times of political upheavals they were easily recruited either by 

legitimists or revolutionaries. On this issue, see Autori, M., ‘Storia sociale della banda Capozzoli, 1817–27: 

lotte municipali e brigantaggio’, in A. Massafra, ed., Il Mezzogiorno preunitario: economia, società e 

istituzioni (Bari, 1988), pp. 1127–41; Marino, R., ‘Nuova borghesia e amministrazione locale nelle 

cronache giudiziarie del Principato Citra’, in ibid., pp. 1087–101, and Vozzi, M. P., ‘La comitiva armata dei 

fratelli Capozzoli e la rivoluzione cilentana del 1828: lotta politica e brigantaggio’, in ibid., pp. 1143–57; 

Davis, J. A., Conflict and Control: Law and Order in Nineteenth-Century Italy (Basingstoke, 1988); id., 

Naples and Napoleon: Southern Italy and the European Revolutions, 1780–1860 (Oxford, 2006), pp. 209–

31; Fiume, G., ‘Bandits, Violence, and the Organization of Power in Sicily in the Early Nineteenth 

Century’, in J. A. Davis and P. Ginsborg, eds., Society and Politics in the Age of the Risorgimento: Essays 

in Honour of Denis Mack Smith (Cambridge-New York, 1991), pp. 70‒91; Lupo, S., History of the Mafia 

(New York, 2009), pp. 31‒51; Mack Smith, D., Storia della Sicilia medioevale e moderna (Roma-Bari, 9th 

edn. 2009), pp. 380–7.  
5 The need to counterbalance the overwhelming influence of these three powers explains the country’s 

diplomatic alliance with Russia, which proved fatal after the Crimean War. For a concise history of 

Southern diplomacy, see Di Rienzo, E., Il Regno delle Due Sicilie e le potenze europee, 1830–61 (Soveria 

Mannelli, 2012). 
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its trade.6 At a time when all other nations were pursuing protectionism, however, foreign-friendly 

trade liberalisation could not but widen the country’s technological gap.7 Between 1823 and 1824 

the government therefore reversed its trade policy, introducing high import tariffs. These, being 

based not on goods prices but rather volumes, became relatively higher and higher over time due 

to falling manufacturing prices, remaining the highest in Italy even after being nominally cut in 

1845/6. Advantaging industry, however, meant not only encroaching on British and French 

interests but also displeasing its own agrarian elites.8  

The literature has long since dispelled the myth of a uniform Southern agricultural system 

trapped in secular underdevelopment. The abolition of feudalism in the early nineteenth century, 

by making feudal estates freely tradable, had been a first step towards agricultural modernisation, 

although it proved scarcely effective in terms of land redistribution. Land reforms, in fact, rather 

than advantaging small landowners, either resulted in fiefs changing hands within the nobility and 

the Church, or in the assembling of large latifundist properties by an emerging bourgeoisie.9 New 

estates were formed and old ones were enlarged by purchasing former feudal estates, expropriated 

church land, foreclosed properties and peasant allotments, when not simply by systematic 

encroachment and usurpation of commons. While grain was predominant in inner Sicily, 

monoculture was not necessarily the rule in latifundia. In regions like Calabria, where a 

latifundium could stretch from the sea to the mountains, sheep rearing and grain could coexist 

with vineyards, olive and citrus groves.  

Latifundia were a rational response to poor soil and water shortage and at the same time an 

ingenious combination of pre-capitalist and capitalist production. Depending on market 

fluctuations, the production mix or the balance between self-consumption and outward sales could 

be varied, thus alleviating one of the main problems of agricultural producers, namely swift 

swings in external demand. Their semi-autarchic character also reduced cash needs, as only few 

goods had to be purchased outside and labourers were partly rewarded in kind. Moreover, by 

controlling trade routes and owning storage facilities in the main outlets, large landowners were 

able to avoid intermediation costs, integrating both upstream and downstream activities. However, 

although in many ways economically efficient, latifundia not only embodied the oligopolistic 

character of the Southern economy but, as true states within the state, also that of its politics.10  

Besides grain, exports of which were increasingly suffering from Russian competition, the 

main agricultural products were olive oil, citrus fruits, wine, salt, raw wool, silk, hemp, flax, 

liquorice, madder, sumac and almonds. Olive oil, in particular, was the cornerstone of southern 

Apulia’s economy, fostering a flourishing trade, although its production and storage techniques 

                                                                 
6 The 10 per cent privilege, which was not granted to Neapolitan ships, has been traditionally portrayed as a 

degrading tribute paid by the young kingdom to its allies. More recent research based on archival records, 

however, suggests that this ‘flag privilege’, though sacrificing the Neapolitan merchant fleet, encouraged 

Southern exports, as foreign ships needed to backload. See Ostuni, N., ‘Fisco, finanza pubblica e marina 

mercantile nel Regno delle Due Sicilie’, in I. Zilli, ed., Lo Stato e l'economia tra Restaurazione e 

Rivoluzione, 2: L'industria, la finanza e i servizi, 1815–48 (Napoli, 1997), pp. 203–36. 
7 De Matteo, L., Politica doganale e industrializzazione nel Mezzogiorno, 1845–49 (Napoli, 1982), pp. 7–8.  
8 Cingari, C., Mezzogiorno e Risorgimento: la Restaurazione a Napoli dal 1821 al 1830 (Roma-Bari, 1970), 

pp. 170–3.    
9 See Cancila, O., L’economia della Sicilia: aspetti storici (Milano, 1992), pp. 107–31; Riall, L., ‘“Ill-

Contrived, Badly Executed [and] … of No Avail”? Reform and Its Impact in the Sicilian Latifondo, c. 

1770–1910’, in E. Dal Lago and R. Halpern, eds., The American South and the Italian Mezzogiorno: Essays 

in Comparative History, pp. 132–52. 
10 On the economic and social dimensions of latifundia, see Petrusewicz, M., Latifundium: Moral Economy 

and Material Life in a European Periphery (Ann Arbor, 1996); Dal Lago, E., Agrarian Elites: American 

Slaveholders and Southern Italian Landowners, 1815–61 (Baton Rouge, 2005); Davis, Naples and 

Napoleon, pp. 322–4 and Riall, ‘Reform in the Sicilian Latifondo’.  
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were still lamentable. Salt, olive oil, citrus extract and sumac were not only exported as foodstuff 

but also as manufacturing inputs: Apulian olive oil, besides being used as fuel, was feeding 

Marseilles’ soap industry, while citrus extract and salt were employed by the British and French 

chemical industry. Food processing was an increasingly important sector related to agricultural 

production, though mainly thanks to foreign investment. In Apulia Pierre Ravanas greatly 

improved the quality of olive oil by introducing modern production and processing techniques 

from Provence, while in Sicily the British entrepreneurs Woodhouse and Ingham started one of 

the island’s most thriving industries by producing a fortified wine akin to sherry, named Marsala 

after its production site, which they successfully exported across the globe, from Great Britain to 

the United States.  

It was sulphur, however, that was the trump card of the Southern economy. Sicilian sulphur, 

cheap and of good quality, was already being exported by the end of the eighteenth century, but 

its importance grew exponentially in the following decades due to introduction of the Leblanc 

method, which required sodium sulphate to produce soda ash. Soda ash, in turn, was widely 

employed in glass, paper, soap and textile manufacturing, making Sicilian sulphur a key product 

for the British and French chemical industry. The history of Sicilian sulphur is emblematic of both 

domestic and colonial constraints on the country’s development. On the domestic side, sulphur 

mines, located as they were in the inner and most backward part of the island, were rented by 

absentee landowners to local and, more often, foreign entrepreneurs. Extraction technology was 

rudimentary and based on manpower, since owners were mostly reluctant to invest due to low 

salaries and their own inability to reach an agreement on sharing expenses when sulphur deposits 

crossed several estates.11 Sulphur exports were mainly in the hands of British merchants, ending 

up in Great Britain. When a French company, the Taix, Aycard & Co., obtained an export 

monopoly from the Neapolitan government in 1837, the British reacted by seizing Southern ships, 

thereby triggering the immediate reaction of the Two Sicilies. This apparently minor example of 

gunboat diplomacy, orchestrated – like many others – by Palmerston, was solved by French 

mediation: the contract was resolved and the Bourbons had to pay both British and French 

investors for the business losses they had incurred as a result of the quarrel between their own 

countries.12    

Industrial development was at times hindered by foreign investors. Almost no refinery was 

built in Sicily, while sulphur continued to be sold as raw material to foreign manufacturers. 

Similarly, the paper industry in Sicily could not take off because British exporters of rags 

preferred to supply the English market.13 However, even if the logic of global production chains 

prevailed on the island, on the mainland and in particular in Naples, where the influence of the 

central government was strongest, foreign investors wholeheartedly supported its industrial 

policies. During the French decade manufacturing on the mainland, albeit subordinated to the 

overarching interests of the French industry, had been artificially fostered by Murat and by the 

ousting of British competition under the Continental Blockade, attracting also foreign capitalists. 

Trying to ease a challenging transition from the Continental System to a new national regime, the 

Bourbon government had followed in Murat’s footsteps by patronising the new industries. Under 

the public wing, Swiss entrepreneurs made a fortune in the cotton industry, which was almost 

                                                                 
11 Given that property rights to the surface and the underground were not split, see Cancila, O., Storia 

dell’industria in Sicilia (Roma-Bari, 1995), pp. 26–7. 
12 The original contract, which provided the company with special rights to acquire and sell sulphur from 

local producers, came as a response to a crisis of overproduction. On the ‘Sulphur Question’, see ibid., pp. 

27–30 and Giuffrida, R., Politica ed economia nella Sicilia dell’Ottocento (Palermo, 1980), pp. 54–67.  
13 Giuffrida, Politica ed economia, pp. 35–42, and Battaglia, R., Sicilia e Gran Bretagna: le relazioni 

commerciali dalla Restaurazione all’Unità (Milano, 1983), pp. 126–7. 
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entirely in their hands, while British entrepreneurs were investing in metalworking, producing 

first-rate products.  

Foreign capital therefore did not simply serve imperial interests but also effectively 

contributed to the country’s development. So much so, in fact, that in 1826 the French consul, 

observing the high number of French entrepreneurs and skilled workers active near Naples, 

deemed them unworthy of French citizenship, as they were promoting ‘foreign’ industries instead 

of French imports ‒ as they ought to be doing ‒ through commercial activities.14 The importance 

of foreign businessmen might be partly attributable to the lack of entrepreneurial skills on the part 

of the Southern upper class, traditionally more inclined towards land investment, but more 

probably depended on technical knowledge and access to an international trade and credit 

network. 

Apart from foreign capitalists, the main agent of change was the state itself. Albeit not 

always in a fully coherent way,15 the state did promote trade and industrial development through 

import-substitution policies that by mid-century had generally proved successful. The Southern 

merchant fleet had been growing, regaining a substantial share of the market, and dependence on 

foreign textiles industry had substantially decreased. Besides implementing protectionist policies, 

providing subsidies and increasing demand through public orders, the government also directly 

invested in metalworking, setting up in 1842 the second largest Italian metalworking factory of 

Pietrarsa for the production of steam locomotives and rails,16 while managing the Royal Arsenal 

and the shipyards of Castellammare. These were model factories, although they suffered from the 

need to import coal and also from inefficiencies due to overemployment, as the state preferred 

hiring more workers than necessary, at lower salaries, in order to reduce unemployment. 

The state of manufacturing in the Two Sicilies was that of a developing country: 

geographically and sectorally concentrated, depending on state patronage and foreign know-how, 

taking advantage of cheap labour and struggling with a domestic consumption market still 

underdeveloped. Industry clustered around the capital, owing to the presence of perennial streams 

feeding into water engines, a good road system, and especially the proximity to the by-far largest 

outlet in the country and to the centre of political decision-making. Being close to power was 

crucial to obtaining not only public orders but also credit through the public discount house 

(Cassa di Sconto). Low labour costs were a double-edged sword, for they discouraged capital 

investments. One of the largest industrialists, Sava, besides being the main cloth supplier of the 

Royal Army, could count on a plentiful unfree labour force provided by the state from prisons and 

alms-houses, and therefore had no reason to invest in modern technologies. On the eve of 

unification, the South had, on paper, the highest percentage of manufacturing workers in Italy: 

this was due to the existence of several large factories, employing hundreds of workers, but also 

to the still insufficient diffusion of capital-intensive technology, as production was still mostly 

dispersed across micro- if not home producers.17  

                                                                 
14 Pace Tanzarella, M. T., ‘Elementi per un’analisi dei rapporti commerciali fra il Regno delle Due Sicilie e 

la Francia nelle relazioni consolari della prima metà dell’Ottocento’, in Massafra, Il Mezzogiorno 

preunitario, pp. 295–6.    
15 Owning to fiscal needs, protectionism in certain cases even ran against industrial interests by making some 

raw materials necessary for manufacturing more expensive (De Matteo, Politica doganale, pp. 9, 67–77). 
16  The largest engineering company in Italy was Ansaldo, founded in 1853 near Genoa. As briefly 

mentioned at the end of Ch. 22, it was founded, among others, by the Director General of the National Bank 

and enjoyed, like Pietrarsa, considerable support from the state. 
17 SVIMEZ, Nord e Sud, p. 195, but cf. Daniele and Malanima, Il divario Nord-Sud, pp. 18‒9. 
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Another central obstacle to the country’s growth was the poor state of the roads, a major 

problem for both agriculture and industry.18 The Bourbons have long been blamed for their lack 

of interest in railroads,19 although, to be fair, due to the country’s morphology transport was much 

cheaper by sea than road, while foreign investors were mainly interested in rail projects which, 

aiming at conveying colonial trade to Britain across Europe, would have been of little use for the 

domestic economy.20 As in the case of land reclamations, the state did intervene, but its action 

was severely constrained by its limited resources and by the local elites, who, together with the 

state contractors, were often responsible for the wasteful and corrupted management of public 

works.21 

During the first-half of the nineteenth century, the Kingdom of the Two Sicilies, while 

having an arguably sizable growth potential, was facing equally sizable challenges. At 

international level, it was increasingly ill at ease with the vassal role it had been assigned by the 

great powers. Internally, it had to cope with the excessive power of local elites and extreme 

wealth inequality. It was an agricultural country but trying to develop its own industry. State 

policies were at times utterly imperfect, stopping halfway between reforms and backwardness,22 

bold visions and brutal reality, which may explain why both rosy and gloomy pictures of the 

Southern economy prior to 1861 are still in currency today.23  

 

 

 

 

  

                                                                 
18 The absence in Sicily of a decent road network connecting the hinterland to the coast was for instance 

responsible also for inadequate crop rotation in the inner regions, as the market price of many crops was too 

low compared to their transportation costs (Mack Smith, Storia della Sicilia, p. 536). 
19 Although the first Italian railroad was built in 1839 to connect Naples to Portici. 
20 Ostuni, N., ‘Terra di Bari e ferrovie nell’età ferdinandea’, in Atti del quarto convegno di studi sul 

Risorgimento in Puglia: l’età ferdinandea, 1830–59 (Bari, 1985), pp. 549–66. The project of a railroad 

from Brindisi within the ‘Imperial Indian Mail’ rail system, was resurrected by the Bourbon government a 

couple of weeks before the kingdom’s fall in a desperate attempt to win the Rothschilds and other foreign 

investors to its lost cause (ibid., pp. 557–8). 
21 Davis, Merchants, Monopolists and Contractors, pp. 176‒84; Cancila, L’economia della Sicilia, pp. 168–

94; Bevilacqua, P., ‘Acque e bonifiche nel Mezzogiorno nella prima metà dell’Ottocento’, in Massafra, Il 

Mezzogiorno preunitario, pp. 337–59. 
22 As noted by Davis, for instance, the government mixed protectionism at international level with laissez-

faire at home, tolerating, or rather contributing to, the creation of large oligopolies in almost every sector of 

the economy (Davis, Merchants, Monopolists and Contractors, p. 247). 
23 As examples of ‘optimistic’ views, see e.g. Capecelatro and Carlo, Contro la questione meridionale and 

Petrocchi, M., Le industrie del regno di Napoli dal 1850 al 1860 (Napoli, 1955); decidedly pessimistic is 

Felice, E., Perché il Sud è rimasto indietro (Bologna, 2013), while more balanced are Daniele and 

Malanima, Il divario Nord-Sud or Petrusewicz, ‘Before the Southern Question’. 
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FIGURE 1.1. The provinces of the Kingdom of the Two Sicilies, 1859. Source: Own adaptation 

from © Flappiefh/Wikipedia Commons/Royaume des Deux-Siciles with cities2.svg; derivative 

work and translation in Italian: Mess [CC BY-SA 3.0]. 
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2 

Drowning in Debt 
 

 

 

With due vigilance, Carbonari can be hung, deported or exiled; but how could deficiency of financial 

means ever be remedied?   

LUIGI DE’ MEDICI24 

 

One of the main reasons for the helplessness of the Bourbon government, reflected in the 

inadequacy of many of its reforms, was public indebtedness. Public debt in the Two Sicilies was 

not the result of extravagant public spending or inept management but rather of political events. 

The Parthenopean Revolution of 1799, crushed after a few months by the Bourbon army, the 

French conquest of the mainland seven years later and the military expenditures in support of 

Napoleon’s campaigns had already put the government budget under severe strain. When the 

Bourbons returned to Naples after Napoleon’s fall, they found the economy labouring under 

famine and a major production crisis due to the sudden dismantling of the Continental Blockade. 

State coffers had already been emptied during the French decade, while state revenues were 

unlikely to rise in the near future. 25    

Moreover, restoring a kingdom could be fairly expensive, as the Bourbons soon discovered. 

According to estimates, the sums they paid to the Austrians for the Restoration amounted to 40 

million ducats, without taking into account bribes.26 The Bourbons had not only to maintain the 

Austrian troops on their territories until 1817, they also had to reward with hefty sums politicians 

and diplomats who, like Metternich and Talleyrand, championed their cause at the Congress of 

Vienna.27 As it never rains but it pours, the government had to meet extraordinary expenses as 

well, like the tributes due to the beys of the Barbary Coast to prevent pirate raids.   

In just three years, from 1815 to 1818, the consolidated debt alone (rentes) passed from 

840,000 to 1,420,000 ducats (Figure 1.2).28 To finance the Treasury, during the first five years of 

the Restoration Finance Minister Luigi de’ Medici relied on local merchant bankers such as 

Francesconi, Sorvillo, Meuricoffre, Appelt, Guitard, Falconnet and Forquet, all capitalists – 

mostly of foreign origin – who had replaced the former Neapolitan ‘money aristocracy’ over the 

previous couple of decades. Thanks to his constant care, de’ Medici was able to make ends meet, 

but at the cost of continuously signing short-term contracts at annual rates of 12 to 32 per cent, 

including interests and fees.29 To further ease the placement and trading of public bonds, he also 

reorganised the Great Book of the Public Debt, the Sinking Fund and the Bank of the Two Sicilies 

together with the Naples Exchange. 30  The British ambassador in Naples was probably 

                                                                 
24 De’ Medici to Prince Ruffo, Naples, 16 Oct. 1824, cit. in Cingari, Mezzogiorno e Risorgimento, p. 148. 
25 Demarco, Banca e congiuntura, pp. 13‒4.  
26  Schisani, M. C., ‘How to Make a Potentially Defaulting Country Credible: Karl Rothschild, the 

Neapolitan Debt and Financial Diplomacy, 1821‒6’, Rivista di Storia Economica, XXVI, 2 (2010), p. 271, 

fn. 25. 
27 Tallyerand alone got more than one million ducats, see Ostuni, N., Finanza ed economia nel Regno delle 

Due Sicilie (Napoli, 1992), pp. 63‒6.   
28 Ostuni, Finanza ed economia, pp. 118–32.    
29 Ibid., pp. 97–118.    
30 Schisani, ‘Karl Rothschild’, p. 238.  
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overemphatic in praising Neapolitan finances as the most prosperous in Europe.31 Yet they were 

slowly recovering, with Neapolitan rentes passing from the historical low of 35 in 1815 to 79 five 

years later, before a new uprising shattered them again (Figure B.1). 

In July 1820 both Sicily and the mainland took up arms against the monarchy demanding a 

constitutional government ‒ at first successfully extorted from a grudging Ferdinand ‒ and, in the 

case of Sicily, also autonomy from Naples. The island was reduced to obedience only at the end 

of the year by the Bourbon army. In January 1821, at the Congress of Ljubljana, the 

‘constitutional’ king in person requested Austrian military intervention in order to regain full 

control over his country and repeal the constitution. The Austrians, however willing to reassert 

their power over the Two Sicilies, were not able to fund such an expedition, as they too were in 

the midst of a major public debt crisis.32 So it was the Bourbons who had to pay, but since they 

could not either, Metternich persuaded Salomon Rothschild, head of the family’s house in Vienna, 

to grant the Neapolitan government a loan. Carl Rothschild was thus sent by his elder brothers to 

Naples, where he established a new branch of the family business – the only one on Italian 

territory – operating until 1863. The arrival of a Rothschild revolutionised the Neapolitan banking 

system. Although Carl was careful to please local bankers, to the majority of whom he offered a 

slice of the cake, their importance was obviously dwarfed and they were ultimately left to 

speculate on the secondary market.33     

It was not the first time that Neapolitan debt had been financed by foreigners. In previous 

years the government had already borrowed from Guitard, the local representative of the French 

banker Lafitte, and, to a lesser extent, from the Roman banker Torlonia. Thanks to de’ Medici, 

since 1818 the Neapolitan 5 per cent rentes had been even quoted on the Paris stock exchange,34 

but with Rothschild it was foreign borrowing on a grand scale. When Carl arrived, the Two 

Sicilies were on the verge of collapse. The country was under foreign occupation, the Bank of the 

Two Sicilies had been on the brink of bankruptcy, the constitutional government had contracted a 

series of ruinous debts while in office,35 and the Austrians were so intractable on the issue of 

military expenses that the Bourbons were seriously considering bribing both Metternich and 

Finance Minister Stadion in order to get a discount. Only the Rothschilds, with their transnational 

network, could rescue the country from default.  

Between 1821 and 1824 Carl Rothschild underwrote seven loans with the Neapolitan 

government for around 72 million ducats.36 Exploiting the credit of his house to the fullest, he 

orchestrated a successful marketing campaign for the Neapolitan bonds across Europe, from 

Frankfurt to Antwerp to Basel to Geneva. Neapolitan rentes were now listed also in London, 

where they were so well received that the fourth major loan was issued in pounds sterling. Prices 

were on the rise, thanks to the joint efforts of Rothschild and de’ Medici, who did their best to 

fuel speculation within and outside the country. Although most of the Neapolitan rentes were 

traded abroad, in 1824 the total amount of public bonds traded in Naples was thirty times larger 

than their underlying value.37 In April of the same year in Paris, as a result of international 

                                                                 
31 A’Court to Castelreagh, 9 Jan. 1819, cit. in Cingari, Mezzogiorno e Risorgimento, p. 141. 
32 Ferguson, N., The World’s Banker: The History of the House of Rothschild (London, 1998), p. 138. 
33 Gille, B., Historie de la maison Rothschild, 1: Des origines à 1848 (Genève, 1965), p. 93; Ostuni, 

Finanza ed economia, p. 197, and Schisani, ‘Karl Rothschild’.    
34 Schisani, ‘Karl Rothschild’, p. 239.  
35 Demarco, Il Banco delle Due Sicilie, pp. 193‒201; Cingari, Mezzogiorno e Risorgimento, pp. 43–4. 
36 Schisani, ‘Karl Rothschild’, pp. 235, 242. On the Rothschild loans, see also Flandreau, M. and Flores, J. 

H., ‘Bonds and Brands: Lessons from the 1820s’, CEPR Discussion Papers, 6420 (2007). 
37 Bianchini, L., Storia delle finanze del Regno delle Due Sicilie (Napoli, 1859, repr. 1971), p. 537.   
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arbitrage on sovereign debts, prices of the Neapolitan rentes peaked at 109 and were expected to 

rise even higher.38 

‘All that glisters is not gold’, however. Neapolitan rentes were now subject to international 

arbitrage and their rise and fall, though hitting the national market, 39  had little to do with 

fundamentals. As the Austrian ambassador in Naples reported to Metternich: 

[i]t was in fact the credit … of the House of Rothschild, and not of Naples, which led to the 

appreciation. The value of a State public debt stock therefore is not a criterion by which alone 

to assess the prosperity of a country [emphasis added]. The Neapolitan rentes have 

appreciated because … London and Paris have become the main centres of their sales. Naples 

had no role in it and must content itself with punctually paying the interests on its debt 

[emphasis added] … A very small share of the funds has been moved to Austria, the rest, 

what could not be sold in Naples, was absorbed little by little by powerful bankers of London 

and Paris, who benefit daily from the swings in its value … thus recovering the capital they 

have advanced, and much more for sure.40  

In 1824 the servicing of the Neapolitan consolidated debt already amounted to nearly half of the 

state revenues and was made possible only by constant reprofiling and rescheduling on the part of 

Rothschild. The government was forced to raise taxes at the expense of the lower classes by 

introducing the nuisance tax on milling (macino), while public expenditures were further cut 

down. The Austrian troops, which had cost around 85 million ducats, were eventually withdrawn 

in 1826 also thanks to Rothschild’s intervention, fearing a possible sovereign default.41  

Protectionism and austerity policies were further pursued by the new king Ferdinand II, who 

came to the throne in 1830. Ferdinand had just succeeded in reducing the outstanding debt from 

104 million in 1826 to 84 million in the early 1840s when a new revolution broke out.42 The 1848 

revolution had dramatic consequences for the kingdom both nationally and internationally, 

consecrating the black legend of the Bourbon regime as ‘the negation of God erected into a 

system of government’, as Gladstone famously put it,43 yet it was much less devastating than the 

previous one in financial terms. The ‘negation of God’ had indeed been so successful in getting 

the Royal Army back on its feet, that Ferdinand was the only Italian monarch able to triumph over 

the revolution through his own means.44  

Albeit to a lesser extent, this was a new blow to public finances. Instead of a (small) 

prospective surplus to be invested in public works, the year 1847 ended with a deficit. This was 

due not only to the economic crisis afflicting Europe in those years, but also to the increase in 

military expenses and the reduction of the nuisance taxes on milling and salt – the two sides of a 

‘stick and carrot’ policy seeking to forestall growing unrest.45 Sicily’s secession in early 1848 had 

only made things worse, depriving the central government of its revenues from the island besides 

                                                                 
38 Cingari, Mezzogiorno e Risorgimento, p. 147; Fig. B.1. 
39 As in the case of the stock market crash of 1824, vividly depicted by Bianchini, Le finanze delle Due 

Sicilie, p. 537.  
40 Ficquelmont to Metternich, 16 Feb. 1822, cit. in Gille, Rothschild, 1, p 98. 
41 Schisani, ‘Karl Rothschild’, pp. 235, 242, 257. On the issue of public debt and fiscal reforms between 

1821 and 1826, see ibid.; Ostuni, Finanza ed economia, pp. 196–221; Cingari, Mezzogiorno e 

Risorgimento, pp. 141–56, and Gille, Rothschild, 1, pp. 90–8. 
42 Demarco, Il Banco delle Due Sicilie, p. 328; Fig. 1.2. 
43 Gladstone, W. E., Two Letters to the Earl of Aberdeen on the State Prosecutions of the Neapolitan 

Government (London, 2n edn. 1851).  
44 Bianchini, Le finanze delle Due Sicilie, p. 587.  
45 As is well known, the European uprisings of 1848 followed a prolonged stagnation first caused by the 

bad harvests of 1845/6, then by the speculative bubble on grain burst by the good harvest in 1847 and lastly 

by the industrial slowdown and end of the railroad frenzy due to the restrictive monetary policies triggered 

by the early onset of the crisis. 
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further increasing military expenditures. The budget deficit, amounting to 2 million ducats at the 

onset of the revolution, rapidly grew to 6‒7 million, while the floating debt was over 7 million, 

forcing the government to launch a compulsory loan.46 

It was indeed a very afflicting sight to see a Treasury, until a few months before florid, with 

repute and credit, which was effortlessly extinguishing its debts, lightening the tax burden, 

undertaking useful and grandiose public works projects, being reduced in less than forty days 

– between the end of [January] and the beginning of March 1848 – to no longer being able to 

borrow in a regular way, to sell rentes inscribed on the Great Book, as these had depreciated 

from one hundred and eight, one hundred and nine to sixty and even less!47 

the economic scholar Bianchini recalled. In a triumphalist mood, however, he concluded by 

noticing that thanks to the indomitable will of the king the country had regained its sovereignty 

without onerous loans, new taxes or paper money, so that ‘no other state finances came through 

the 1848 turmoil so unscathed’ as those of the Two Sicilies.48 Reality, however, was less splendid. 

The state had to stop the conversion of its consolidated debt started in 1844 and aiming at 

reducing the interest rate of rentes from 5 to 3 per cent, while less money was available for public 

investment.49  

The region that suffered the most was Sicily. After 16 months of constitutional government, 

when Lieutenant-General Carlo Filangieri, Prince of Satriano, reconquered the island, he found 

the public coffers empty, while the debts of the Sicilian Treasury towards the Neapolitan one and 

the Bank of the Two Sicilies ascended to 20 million ducats. Every cloud has a silver lining: the 

disgraceful state of Sicilian finances forced the government to eventually introduce the Great 

Book of Public Debt also into the island, an innovation that had been put forth since the 1820s but 

constantly delayed for lack of resources (see Chapter 4). However, it also put Sicily at the mercy 

of Rothschild.50 The revolution had severely harmed the economy and the Neapolitan Treasury 

stubbornly refused to make any advance to that of Sicily. To rely on Palermo’s capitalists was a 

‘hellish nightmare’, in Filangieri’s words, due to their lack of ‘philanthropy’,51 thus leaving no 

other option than to borrow from Rothschild to meet the most urgent commitments. For a few 

years, the hapless prince had thus to battle with the banker to get advances under not too 

unfavourable terms, which was not at all easy given the agrarian crisis also hitting the economy in 

1853/4.  

The situation began to improve only after 1855. In 1858 there was enough money in the state 

coffers to establish the long-yearned-for public discount houses of Palermo and Messina. Just in 

time for Garibaldi’s expedition, which once again jeopardised the financial stability of the South. 

 

                                                                 
46 Ibid., pp. 556–9. The floating debt inherited from the 1820s had already been repaid by 1847 (ibid., p. 553).  
47 Cf. Fig. B.1. It is clear that here Bianchini refers to extreme daily prices. 
48 Bianchini, Le finanze delle Due Sicilie, pp. 558–9.   
49 On the conversion, which had proved problematic from the very beginning, see ibid., pp. 553–5 and 

Ostuni, Finanza ed economia, pp. 273–90.  
50 Giuffrida, Politica ed economia, pp. 114‒49. Sicily had already borrowed from Rothschild in the 1820s, 

see Gille, Rothschild, 1, p. 98. 
51 Not to mention their distrust of the Neapolitan administration, see Giuffrida, Politica ed economia, p. 134.  
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FIGURE 1.2. Total amount of Neapolitan rentes, 1815‒58. Note: The nominal value of the total 

consolidated debt is equal to the total amount of rentes divided by the yearly interest rate. The 

table provides only the total amount of rentes inscribed in the Neapolitan Great Book, which does 

not include Sicily. Sources: Correnti, C. and Maestri, P., Annuario statistico italiano, 1 (Torino-

Milano, 1858), p. 562; Demarco, D., Il crollo del Regno delle Due Sicilie: la struttura sociale 

(Napoli, 2000), p. 49.   

During the first half of the nineteenth century one of the main constraints on the Bourbon 

government was public indebtedness. For 45 years the government had been constantly striving to 

reduce public indebtedness, yet its efforts were regularly thwarted by new revolutions. As a 

consequence of Rothschild’s intervention in the 1820s, four-fifths of its total debt was held 

abroad, mostly in France, Britain and the Netherlands.52 The country was thus subject to a sort of 

– at that time providential – financial colonisation because of the scarcity of its own resources. 

Being liable towards foreign rather than local investors helped discipline the government – and 

made it eager to reduce a burden that required yearly cash outflows. At the same time, 

retrenchment inevitably restrained aggregate growth within an economy still so largely dependent 

on state support. Public debt repayment thus became a priority to which even desperately needed 

investments were sacrificed, like those in infrastructure and credit institutions. 

The painstaking exactitude of the Bourbon government in meeting its obligations, however 

costly in terms of taxation and expenditure cuts, did eventually pay off. At the Naples and the 

Paris Exchange, Neapolitan rentes had floated constantly above par since the mid-1830s, apart 

from a break in 1848/9. If not necessarily an indication of actual economic development, this was 

certainly an unmistakable sign of the creditworthiness of the Bourbon state, whose bond yields 

from 1850 onwards were the lowest in Italy.53  

 

  

                                                                 
52 See Solimene, M., Alcune verità sulla riduzione delle rendite napoletane, sulla fondazione del debito 

pubblico di Sicilia e sulle risorse dell’una e dell’altra Sicilia (Napoli, 1838), pp. 35‒6, 87; Ostuni, Finanza 

ed economia, p. 288. 
53 See Collett, ‘A Unified Italy?’. 
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3 

The Most Ancient Bank in the World? 
 

 

 

[T]he public Banks, a monument to the wisdom of our ancestors, who even without the help of a later 

philosophy handed down from Heaven had established a very easy and simple way of circulation.   

LUIGI DE’ MEDICI54 

 

In its fight for solvency the government could count on a strong ally, the Bank of the Two Sicilies 

(Banco delle Due Sicilie).55 Like many other national banks, the Bank of the Two Sicilies was 

born out of the necessity to finance public debt. The Bank, which had officially come into 

existence in 1816, was heir to a long tradition of deposit banking started in the sixteenth century. 

As a direct descendant of the Sacred Mount and Bank of Piety established as long ago as 1539, its 

banking lineage was arguably the most ancient in the world.56 Public deposit banks (banchi) had 

been flourishing in Naples since the sixteenth century, displacing private bankers. This shift had 

been encouraged by the Spanish government in a period of recurring banking scandals and 

bankruptcies on behalf of the latter. In the early seventeenth century there were eight deposit 

banks in the capital (see Figure D.1). Apart from the Bank of the Most Holy Saviour, which, in 

spite of its pious name, had been founded to manage the proceeds from the excise duty on flour, 

they had all been established for a charitable cause, like offering free pawn loans to the poor or 

lending money for free to debt prisoners. Either because of their increasing means – accruing 

from donations – or, vice versa, in order to increase these means and fund their good works, in the 

course of time these institutions were able to obtain a charter to run their own bank.  

The main activities of Neapolitan banks were taking deposits and providing pawn loans. 

Although most of their profits were then reinvested in their own charities, they were nonetheless 

banks in their own right, lending on interest and investing in real estate and public debt. Jealous of 

their privileges and resentful whenever these were extended to similar institutions, Neapolitan 

banks enjoyed the full confidence of the public, which deemed its money to be safer in their 

coffers than in its own – with good reason, indeed. These banks were not safekeeping the entirety 

of deposits, instead using part of them to finance their own activities. Their reserve ratio, 

however, was generally so high – between 40 and 80 per cent – that depositors could rest 

peacefully at night. As deposit receipts, Neapolitan banks issued fedi di credito (credit 

                                                                 
54 Cit. in Ostuni, Finanza ed economia, p. 110.  
55 Throughout this work I will conventionally capitalise the word ‘Bank’ when referring specifically to a 

Southern banco rather than indiscriminately to a banca (‘bank’). 
56 The most ancient bank in the world is usually considered to be the Monte dei Paschi di Siena. This 

opinion has been challenged by Domenico Demarco, who argued, on the basis of archival research, that the 

most ancient bank was not Monte Paschi but the Bank of Naples, as the Bank of the Two Sicilies was 

renamed after unification. On the controversy, rather inconsequential due to the takeover of the Bank of 

Naples by San Paolo IMI in 2002 and its incorporation in 2007 in Intesa San Paolo, see Demarco, D., Il 

Banco di Napoli, 6: Dalla débacle alla rinascita (Napoli, 1996), pp. 1–19 and id., Il Banco di Napoli, 5: 

Dalle casse di deposito alla fioritura settecentesca (Napoli, 1996), pp. 9–108. On the early development of 

public banking in Naples, see also Di Meglio, R., ‘Before the Public Banks: Innovation and Resilience by 

Charities in Fifteenth-Century Naples’, in Costabile and Neal, Financial Innovation, pp. 55‒70. On 

Neapolitan banks as pioneeres of modern banking and paper circulation, see Costabile, L. and Nappi, E., 

‘The Public Banks of Naples Between Financial Innovation and Crisis’, in ibid., pp. 17‒53. 
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certificates), which were transferable by endorsement. The depositor (called apodissario) could 

dispose of the whole or just part of his deposit. In this case the fede was converted into a 

madrefede and kept by the Bank. Each time a client drew an order of payment (polizza),57 the sum 

was debited from his madrefede. A madrefede was therefore nothing other than a current account 

– bearing no interest – and the polizza a forerunner of cheques. Unlike cheques, however, fedi and 

polizze (collectively called bancali) could include contractual clauses, which had probative value. 

Since the Bank filed both madrefedi and paid bancali, it was at the same time providing free 

notary services to the public. Moreover, the fact that Neapolitan banks kept archives enabled them 

to pay bancali to the payee even in the event of their loss. Fedi and polizze thus offered a host of 

benefits: they were handy, safe and could even serve as contracts.58 No wonder they were so 

beloved. Their diffusion was further encouraged by an informal clearing system by which Banks 

used to also pay, besides their own, bancali issued by the others. Thanks to this mechanism, in 

times of crisis wealthier banks could pay the bancali of those in trouble and prevent runs.59     

Neapolitan deposit banks were considered public banks (banchi pubblici) not because they 

were directly managed by the government, but simply because they had a charter. They were, 

however, often providing treasury services to public bodies as well as credit at low interest rates 

or no interest at all. Relying on local Banks for public loans, however, started to become a habit in 

the mid-eighteenth century with the War of Austrian Succession. At first, financing the 

government proved a lucrative business, since it was routinely unable to repay and therefore the 

Bank was entitled to keep the tax revenues pledged as collateral, an undoubtedly worthwhile 

investment in terms of yields. At the end of the century, however, more or less compulsory loans 

taken out to prevent an impending famine and ‘protect and promote the rights of the Church and 

the State’, had seriously jeopardised the survival of the city’s banks.60 To finance increasing 

military expenditures, the government simply put its hands into their pockets, seizing their 

deposits and forcing the Banks to issue millions of unbacked fedi. Inevitably, between the mid-

1790s and the beginning of the Restoration, fedi were thus traded for a fraction, from 90 to as 

little as 10 per cent, of their nominal value.61  

Despite the efforts of the newly appointed Finance Minister de’ Medici to restore the 

creditworthiness of the public banks since 1803, the state of monetary affairs remained desperate 

until the French conquest in 1806. Joseph Bonaparte carried on with the policies of banking 

consolidation started under de’ Medici by suppressing the Bank of the Most Holy Saviour and the 

Bank of the People, and reorganising the others into two separate departments: the Bank of St. 

James, renamed Bank of the Court (Banco di Corte), assigned to the government’s service, and 

the Bank of Private Citizens (Banco dei Privati), comprising the remaining four, for the service of 

                                                                 
57 To be precise, the order of payment was called polizza notata fede, while polizza or polizzino sciolto was 

a deposit receipt of less 10 ducats (otherwise, if higher, it was called fede).  
58 On the credit instruments issued by Neapolitan banks, see Costabile and Nappi, ‘The Public Banks’, in 

Costabile and Neal, Financial Innovation, pp. 22‒6; Demarco, Il Banco delle Due Sicilie, pp. 7–10. 

Technically speaking, a fede was a credit rather than a deposit certificate. On this fine distinction, see also 

Avallone, P. and Salvemini, R., ‘Between Charity and Credit: The Evolution of the Neapolitan Banking 

System, Sixteenth–Seventeenth Century’, in Costabile and Neal, Financial Innovation, pp. 78‒9. In the 

following I will use, albeit imprecisely, fedi instead of the more generic term bancali. 
59 On the Banks’ activities, see Balletta, F., Balletta, L. and Nappi, E., ‘The Investments of the Neapolitan 

Public Banks: A Long Run View, 1587–1806’, in Costabile and Neal, Financial Innovation, pp. 95‒123; 

Costabile and Nappi, ‘The Public Banks’, in ibid., pp. 28‒31; De Simone, E., Il Banco della Pietà di 

Napoli, 1734–1806 (Napoli, 1974). 
60 De Simone, Il Banco della Pietà, pp. 72–80, 178. 
61 For an overview of monetary crisis at the turn of the century, see ibid., pp. 172–213; Demarco, La 

fioritura settecentesca, pp. 260–8, and Tortora, E., Nuovi documenti per la storia del Banco di Napoli 

(Napoli, 1890), pp. 318‒483. 
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the general public. In May 1808, however, the latter, unable even to pay salaries, had to be closed 

down, while the specie premium had risen again to 70 per cent.62  

In December the new king, Murat, created the National Bank of the Two Sicilies, a joint-

stock bank which, though retaining some characteristics of the ancient banks, was meant to be a 

Bank of France Neapolitan style. As explained by the Secretary of State, the kingdom’s capital 

required not simply a discount bank, but a bank modelled on the Banks of England and France, 

enjoying at the same time the privileges of the old deposit banks.63 Easier said than done. The 

most critical question regarded the issuing of banknotes. Should the new bank issue notes besides 

fedi? The final answer was no.64 The basic idea was that fedi were superior to banknotes in terms 

of safety and judicial value and that therefore the new bank could simply provide the same credit 

services of a bank of issue without being one. This ambivalence between modernity and the past 

would be the leitmotiv of the new bank’s life well after unification. Deposit banking had in the 

South such a long tradition that it could not just be liquidated. It would have been very difficult to 

abolish deposit banks altogether, as they enjoyed the favour of the people because of their 

philanthropic activities and provided a credit instrument as safe and flexible as the fedi. At the 

same time, both businessmen and the state wanted to reap the benefits of a modern bank of issue. 

The standard solution, worked out by Murat and later reformers over the century, would always 

be a compromise between national and international models, each time recreating a sui generis 

institution that was neither a pure deposit bank nor a bank of issue, but something in between, 

performing similar tasks but through a different mechanism. 

Murat’s experiment failed in less than one year, mainly because nobody was willing to invest 

in his bank.65 The National Bank was thus merged with the Bank of the Court giving rise to the 

Bank of the Two Sicilies, maintaining the distinction between the Bank of the Court and that of 

Private Citizens. The institution was new, but its fate was the same as that of the old banks – to be 

pillaged by a faltering government. When the Bourbons came back, coffers were empty again and 

fedi were exchanged at a premium as before.66 And once again, it was Luigi de’ Medici who took 

matters into his own hands. De’ Medici faced three intertwined problems. He had to stabilise the 

monetary market, provide credit to the economy and finance public debt. The most pressing of the 

three was the last one. The economy had to recover in order to pay taxes and sustain state 

finances. To do so, it needed credit and a stable monetary market. However, this was not enough: 

the state could not wait until the economy recovered, it also needed some extra financing. The 

solution to all these problems was the Bank of Two Sicilies. What the government needed was an 

instrument to finance its budget and, subsidiarily, the economy as a whole. To put it crudely, it 

needed money and a bank of issue in disguise like the Bank of the Two Sicilies could provide it 

by increasing the monetary base through the partial recycling of private deposits for credit 

purposes. 

There were two preconditions for this plan to work: public control of the credit institution 

and public trust in fedi, which had to circulate as much as possible. The more fedi circulated in 

place of deposits – this was the reasoning – the more their underlying deposits could be used for 

commercial credit and credit to the state. Immediately after returning to power, de’ Medici 

therefore obliged all royal cashiers, including local tax receivers, to accept fedi and exchange 

                                                                 
62 On the early French reforms, see De Simone, Il Banco della Pietà, pp. 212–6 and Demarco, Il Banco 

delle Due Sicilie, pp. 4–6. 
63 Report of the Secretary of State Francesco Ricciardi to the king, cit. in Demarco, Il Banco delle Due 

Sicilie, p. 13.  
64 Ibid., p. 19–21. 
65 Ibid. 21–5.  
66 Bianchini, Le finanze delle Due Sicilie, p. 567. 
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them into specie upon request. In Naples, moreover, all payments to the Treasury had to be made 

in fedi.67  A year later, the Bank of the Two Sicilies was refounded. It was a governmental 

institution under the authority of the Finance Minister. It was divided into two different 

departments (the Bank of the Court and the Bank of Private Citizens), which in principle were to 

be rigidly separated. Each one issued its own type of fedi and had distinct endowments. The latter 

could not be used to finance the Treasury and was not compelled to accept the fedi of the former 

unless it owed to it an equal sum. In practice, however, both departments were managed by the 

same administration, both were providing credit in the form of pawn loans, both were accepting 

private deposits and fedi from one department were received and exchanged into specie by the 

other.68  

The only meaningful difference was that the Treasury had to rely uniquely on the Bank of the 

Court, but this rule was easily circumvented by the establishment of a Discount House (Cassa di 

Sconto) within the Bank of the Court itself, working with the depositors’ money. In 1817 de’ 

Medici was still struggling with debts. Credit was scarce due to a banking crisis in France and he 

was not able to obtain further advances. If credit, like Voltaire’s God, did not exist, he therefore 

had to invent it. To do so, in 1818 he established the Discount House with an initial capital of one 

million ducats lent by the Treasury.69 The new institution could discount three-signature bills 

payable in Naples with a maximum maturity of three months and, more importantly, Treasury 

bills and public bonds at a preferential interest rate. Discounting Treasury bills was a direct form 

of state financing, as the Treasury could simply discount its bills with the Bank instead of putting 

them on the market, while advances on public bonds to private clients was a powerful means of 

increasing the liquidity of the public debt market – a crucial issue in the years of fiscal distress yet 

to come. Unsurprisingly, in the first years of its existence the Discount House discounted 

primarily Treasury bills and public bonds, both on behalf of the Treasury and private clients.70 

Moreover, the new institution was a source not only of cheap credit for the government but of 

revenues as well, as its net profits accrued to the Treasury. 

In 1824, to strike a balance between public and private interests, the Finance Minister issued 

a top-secret instruction about the management of the private deposits of the Bank of the Two 

Sicilies: while the reserve ratio was to stay fixed at 50 per cent, 11 per cent of all deposits were to 

be used to make advances on public bonds, 14 per cent were assigned to pawn loans and the 

remaining 25 per cent to the discounting of bills, which, however, included not only trade bills but 

also Treasury bills.71 In the few years for which the proportion can be calculated (1840‒2, 1858), 

44 per cent of all bills discounted belonged to the Treasury.72   

As a public institution, the Bank was held hostage by the government, a client which, unlike 

all others, could decide how much and at which rate to borrow. The Bourbon Ministry of Finance, 

however, never grossly misused its power: it used private deposits to finance public debt but did 

                                                                 
67 RD 5 Dec. 1815, no. 199, in Coll. LL. DD. Further privileges to fedi were accorded by the RD 6 Oct. 

1817, no. 927, RD 11 Oct. 1817, no. 931 and RD 31 Aug. 1818, no. 1308, in ibid. 
68 To back the fedi issued by the Bank of the Court the state mortgaged all its assets, in particular the 

revenues from the Apulian Tavoliere, but the mortgage was purely on paper and the state continued to 

dispose of them freely. See Demarco, Il Banco delle Due Sicilie, pp. 133–4. 
69 RD 23 June 1818, no. 1222, in Coll. LL. DD. On previous attempts to establish a Discount House, see 

Demarco, Il Banco delle Due Sicilie, p. 148.  
70 See Ostuni, Finanza ed economia, p. 112. 
71 Tortora, Nuovi documenti, pp. 548‒9. See also Demarco, Il Banco delle Due Sicilie, pp. 226–7 and id., 

Banca e congiuntura, p. 17. Besides providing general guidance on fund allocation, the Finance Minister 

set the interest rates and had the ultimate authority to interpret the regulations of the Discount House (id., Il 

Banco delle Due Sicilie, p. 412).  
72 Tortora, Nuovi documenti, pp. 579‒81, 610‒1. 
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so responsibly, keeping a high reserve ratio, and paid all public bondholders with the utmost 

punctuality – all except its own bank. The Bank of the Two Sicilies had over time shifted part of 

its real estate investments into public debt, but year after year it had to insist in order to get paid.73 

As the Bank’s Regent bitterly remarked in one of the countless complaints he filed about arrears, 

the Finance Minister, willing as he was to foster the economy, could not ignore that one had to 

meet his commitments in order to keep money circulating, whereas the Treasury ‘seem[ed] to 

shift a good deal of its commitments onto the Bank, without considering the harmful 

consequences that might ensue’.74  Not only did the Treasury ‘show no intention whatsoever 

(neppure la buonavoglia) of corresponding to the trust’ accorded to it by the Bank, but it even 

found ‘idle’ the latter’s recalcitration and objections to the very legality of discounting Treasury 

bills – the Bank, after all, was expected not to quibble but to obey.75    

The functioning of the Bank of the Two Sicilies remained basically the same until 

unification. Although apparently very different from the old public banks of the eighteenth 

century, it in fact institutionalised many of their traditional features. It continued issuing the same 

means of payment, fedi, whose legal privileges were confirmed by the new legislation and whose 

circulation was bolstered by the semi-legal tender status the government granted them with 

respect to the Treasury and by an implicit state guarantee. It continued to finance the government 

at low interest rates using depositors’ money, this time not because of political pressure but within 

a legal framework as a public institution under the authority of the Finance Minister. In this 

capacity, it also managed the Treasury service and acted as an intermediary between the Royal 

Mint and the public, withdrawing clipped or worn coins and distributing new ones through its 

activities. It also continued working as a pawnbroking establishment, advancing money upon 

plate, jewels, silks and woollens, with the only difference that free pawn loans had been 

abolished.76  

Since the early nineteenth century it had been providing the same basic services as a modern 

bank of issue, plus pawn loans and advances on public employees’ salaries. Its nature, however, 

was different. Not simply because it was a public institution and not a private joint-stock bank, 

therefore aiming first and foremost at financing the government, but because it was a deposit 

bank. As a public deposit bank, it had a lesser incentive to make money and a stronger one to 

ensure the stability of the monetary system. Its reserve ratio, although not always rigorously kept 

at 50 per cent, was accordingly much higher than the standard one-third ratio of most banks of 

issue. Depending on the needs of the Treasury and the business cycle, it could swing considerably 

but was never lower than 30 per cent and sometimes higher than 60 (Figure D.8). Nevertheless, 

given that the Bank’s notes were backed not only by deposits but implicitly also by the state 

(through a mortgage on state property and by taxpayers’ money, which flowing into the public 

coffers ensured note conversion in the provinces), so high a reserve buffer was probably 

excessive. Fedi circulated for years before returning to the Bank for conversion77 due more to the 

trust a governmental institution inspired and its regularity in conversion than because the Bank’s 

reserve ratio was known to be particularly high. After all, according to a quintessential ancien 

régime custom, the public had no access whatsoever to information about the Bank’s 

management.78    

                                                                 
73 ASBN, PBDS, AD, App., b. 46 (ex 68), f. 2. The Bank had invested a capital of approximately 1.2 

million ducats in public rentes.   
74 ASN, MF, I rip., II car., b. 13587, f. 3443, Cesavolpe to the Finance Minister, 15 May 1860.  
75 Tortora, Nuovi documenti, pp. 612‒7. 
76 Demarco, Il Banco delle Due Sicilie, pp. 315–6. 
77 Tortora, Nuovi documenti, p. 609. See also Ch. 27. 
78 Ibid., pp. 549, 610. 
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What might perhaps appear undue prudence, however, is in fact a puzzle whose solution 

would cast a brighter light on what we still know too little about – economic development in the 

Kingdom of the Two Sicilies. Pending the publication of Paola Avallone’s book on the workings 

of the Discount House, we cannot solve this puzzle, yet we can assemble the few pieces available 

and try to discern the pattern emerging. Figure 1.3 plots the actual amounts of reserves, 

discounted bills and advances on public debt securities compared to their theoretical values, had 

the Bank always meticulously applied de’ Medici’s rule to allocate credit. All throughout the 

1830s and 1840s, despite the very low discount rates (Figure 1.4), actual reserves were 

significantly higher than what the rule prescribed. Between 1848 and 1854, when the economy 

was recovering from the revolution and withdrawn capital was pouring in again, they were 

slightly lower but increased again substantially thereafter. Advances on public debt securities 

were extremely (and suspiciously) low,79 but what is more concerning is the total stagnation of 

discounting activities over three decades. Between 1852 and 1856 they were even decreasing, 

instead of expanding along with deposits. The residual activities (mainly pawn loans and lending 

to the government) were accordingly much higher. Lacking data on their actual distribution, the 

safest guess, of course, grounded in the literature and common sense, is that the lion’s share of 

this residual was accounted for by advances to the Treasury.  

Assuming this was indeed the case, we cannot, however, just talk of a crowding-out of credit 

to the private sector due to the preference accorded to the public one. In fact, the Bank’s low 

discount rates and excess reserves hint at inability, rather than unwillingness, to employ its own 

capital profitably: whatever the support accorded to public finances, millions of ducats remained 

idle (which also explains why the Treasury was not overly eager to repay its own debts). 

Although coin continued to accumulate in Naples, the local discount market remained incredibly 

dull. The Bank had of course to face the competition of private bankers, yet we would expect 

private bankers to tap this vast reservoir to expand their own business (cf. Chapter 13). The fact 

that this did not happen, or rather, happened only to a certain extent, 80  together with the 

difficulties, for instance, that Rothschild himself had in investing his own money profitably,81 

suggest an actual dearth of large bills suitable for discounting.82 

Here lies the puzzle (a puzzle we shall encounter also in the case of Sicily, see Chapter 30). 

Although increased deposits (Figures D.6 and D.7) signal aggregate economic growth especially 

in the 1850s, capital accumulation did not translate into higher demand for credit. Put in other 

words – borrowed, as we shall see, from Enlightenment economists – coin stagnated in Naples. 

Through a skilful management of the payment system, Naples was able to retain specie (see 

Chapter 8) but not to devise new ways to invest it. One reason for this may simply be that 

accumulation was too high compared to the market potential of Naples and its surrounding region. 

As will be discussed in Chapter 7, the Bank of the Two Sicilies had no branches on the mainland 

                                                                 
79 Although without providing exact figures, Demarco seems to contradict those provided by Avallone, cf. 

ibid., Il Banco delle Due Sicilie, p. 227. In 1843, at least, advances on public debt securities accounted for 

27% of the investments of the Discount House, while bills (including those on behalf of the government) 

accounted for 59%, further loans to the Treasury for 10% and other activities, including advances on 

salaries, for 4% (see Tortora, Nuovi documenti, pp. 580‒1). In 1859, the share of advances on public debt 

securities on total investments was 27%, that of bills 40% and that of loans to the Treasury 30%, while 14% 

of the Discount House’s working capital were ‘idle funds’ (Demarco, Banca e congiuntura, Tab. 42). For 

the very few years in which a comparison is possible (1820, 1848/9, 1859), Avallone’s figures roughly 

match those from Demarco but they in fact refer to the few years displaying ‘unusually’ high values. 
80 The richest merchant bankers counted of course among the Bank’s main clients, see e.g. De Sivo, G., 

Storia delle Due Sicilie dal 1847 al 1861, 1 (Trieste, 1868), p. 72. 
81  Rovinello, M., ‘Un grande banchiere in una piccola piazza: Carl Mayer Rothschild e il credito 

commerciale nel Regno delle Due Sicilie’, Società e storia, 110 (2005), pp. 705‒39. 
82 See also Tortora, Nuovi documenti, pp. 549, 552‒3, 609. 
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until the late 1850s, so its investment horizon was necessarily narrow. Though probably correct, 

this answer is still unsatisfying. Structural excess reserves over three decades should have 

prompted the Bank to venture outside its home region, something that instead it resisted to the 

very end. The purported backwardness of the provinces was erected as a wall guarding the Bank’s 

municipal character.83 From 1818 to unification, the Neapolitan Discount House lent 712 million 

ducats (3 billion lire) or a yearly average of 16 million ducats (69 million lire): a pittance 

compared to the total 2.5 billion – or yearly 225 million – lire lent at that time by a much younger, 

middle-sized bank of issue like the National Bank (see Table 3.2). While the latter lent on average 

10 times its reserves, the former did not lend as much as twice its own (cf. Figure D.4).84 It is 

therefore very tempting to conclude that banking history seems to support the traditional, 

oligarchic view of the Neapolitan business elites (well represented within the Bank), who were 

handsomely profiting from their privileged position (see growing deposits), a position, however, 

that more diffuse or tumultuous economic development could not but endanger (whence, credit 

stagnation). If this is true, the government was not the main party responsible for this waste of 

resources, but it was not blameless either. In fact, by its very inaction, it made possible the 

perpetuation of this paradigm, a sin of omission which reminds us of the ‘political and financial 

weakness of the Bourbon monarchy’ and its delicacy towards entrenched interests.85   

Not only were the Bank’s capital underexploited, however. They were also – it seems – 

badly distributed. Noblemen could easily get credit from the Bank by mortgaging their properties, 

despite the fact that this was against its statutes and that loans were sometimes simply used to buy 

estates or marry off a daughter. For industrialists, by constrast, getting credit could be much 

harder, even when they were able to offer the same level of guarantees. On the one hand, the state 

was interested in supporting entrepreneurs, but on the other the decision of whom to finance was 

often a matter of personal connections. 86  Clientelism was certainly an issue in the Bank’s 

management, although hardly a flaw of the Southern banking system alone. It was not unusual for 

the members of the discount committee (deputati di sconto) to accept their own bills for discount 

and when the government did try to regulate conflicts of interest in the early 1840s, it was soon 

forced to retreat due to the obstructionism of the Bank’s management and the business 

community.87 In 1852 an anonymous author went so far as to allege that the members of the 

discount committee had been managing the Discount House as their own shop (‘botteghino’), 

devoting one-third of the available sums to discounting their own bills, one-third to discounting 

those of their cronies and the last third to the city’s moneylenders.88  

                                                                 
83 Provincials, as explained in Ch. 7, had access to the Bank’s credit but only through the intermediation of 

Neapolitans. 
84 Tortora, Nuovi documenti, p. 618. 
85 Schisani, La Borsa di Napoli, p. 9. 
86 See Demarco, Il Banco delle Due Sicilie, pp. 277–84, 299–301, 303–4; De Matteo, L., Governo, credito e 

industria laniera nel Mezzogiorno: da Murat alla crisi post-unitaria (Napoli, 1984), pp. 80–7, 120–7, 129–

39, 178–83. 
87 Cf. Demarco, Il Banco delle Due Sicilie, pp. 329–33.  
88 ASBN, PBDS, AD, App., b. 31 (ex 53), f. 6, anonymous writer to the Finance Minister, 24 June 1852.  
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FIGURE 1.4. Discount rates of the Neapolitan Discount House, the Bank of England and the Bank 

of France, 1816‒60. Source: Own elaboration based on Demarco, Il Banco delle Due Sicilie, App. 

II; NBER Macrohistory Database; ‘Interest rates in the UK since 1694’; The Guardian, 10 Jan. 

2013.  

The Bank of the Two Sicilies was not only full of money it was unable to profitably invest; it was 

also full of employees it was equally unable to discipline (or properly pay). Its complex 

bureaucratic character, inherited from the old banks and linked to the peculiar character of its 

notes, required herds of clerks, who handed down their accounting skills from father to son. In 

1857 they numbered over 700. 89  The issue, payment and filing of one fede was indeed a 

complicated task involving several employees, while circulation was constantly growing (Figures 

D.6 and D.7). To handle all this paper work, it was customary to hire the employees’ sons, 

generation after generation: as the historian Raffaele de Cesare later put it, ‘at the Bank … there 

were several tribes’.90 As a result, some clerks regarded their position at the Bank as a pure 

sinecure, saving themselves the trouble of going to work or even sending someone else in their 

place. But, generally speaking, bank jobs were lousy jobs. Salaries were low and trainees could 

receive petty wages or no wage at all – for years. Some of them had no decent clothes to wear at 

work or even risked being arrested for debt. 

In order to ‘rescue’ them from the clutches of loan sharks, the Bank, instead of increasing 

salaries, after the 1820s revived an old tradition from the public banks and started to grant them 

advances on their salaries. Clerks were certainly paying less to the Bank than to non-institutional 

moneylenders (provided they got enough from the former to do without the latter), while the Bank 

had found a profitable system for keeping them alive.91 Starving its own personnel was obviously 

a questionable policy – however time-honoured it might be – and there were many instances of 

thefts and abuses at the expense of clients,92 although the management did still occasionally 

                                                                 
89 Demarco, Il crollo delle Due Sicilie, p. 132.  
90 De Cesare, R., La fine di un regno, 1: Regno di Ferdinando Secondo (Città di Castello, 1900), p. 257. 
91 Demarco, Il Banco delle Due Sicilie, pp. 120, 286–8. 
92 This too was a time-honoured tradition, see for instance De Simone, Il Banco della Pietà, pp. 100–4, 

130–6; Demarco, Il Banco delle Due Sicilie, pp. 41, 66–7. Besides thefts, the most common abuses 

consisted in requiring bribes in order to fulfil their duties. See ASBN, PBDS, AD, App., b. 35 (ex 57), f. 20; 

ibid., b. 559, f. 6; ASBN, PBDS, VR, 38, 26 June 1855, pp. 122–6; ibid., 40, 30 Sept. 1857, pp. 203–6.   
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wonder at the honesty of many of them.93 Be that as it may, the Bank’s governance structure was 

certainly not the most suited to preventing the employees’ ‘dirty tricks’, as the turnover of 

banking officials – who moreover were largely unaccountable – more than ensured the lack of ‘a 

constant and uniform course of action’ within the administration.94 

 

  

                                                                 
93 Demarco, Il Banco delle Due Sicilie, p. 263. For a general overview of public employment, see id., Il 

crollo delle Due Sicilie, pp. 130–4.  
94 Tortora, Nuovi documenti, pp. 498‒9. 
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4 

Much Ado About Nothing: 

Failed Financial Reforms Between 

Revolution and Counter-Revolution 
 

 

 

It is a fact that no National Bank has then been set up: we do not have any regulations of discount houses 

or public Banks, not to mention a law concerning the Bank of Sicily.   

DUKE OF MONTALBO95 

 

Without a proper bank of issue at a time when they were in full bloom in Europe, the Southern 

banking system was a natural temptation for would-be reformers. One year before de’ Medici 

established the Discount House, the French banker Guitard had proposed to set up a private 

discount bank. Receiving very little support from the Minister, who was concerned about the 

inflationary risk of banknote issue and rather more inclined to finance public debt through an 

institution he could control, Guitard cast aside his project, helping instead to fund the new 

Discount House.96  

The proposal of a private discount bank was once again put on the table in 1820 by the 

Neapolitan constitutional government, anxious to recover the million the Treasury had lent to the 

Discount House to start its operations. The new Finance Minister Luigi Macedonio had been a 

staunch supporter of a private bank of issue instead of a public institution since the times of 

Joseph Bonaparte.97 In his view, the Bank of the Two Sicilies had to return to being a pure deposit 

and pawnbroking establishment providing consumer credit and a most reliable payment system, 

while the business sector could be better served by a private joint-stock bank issuing banknotes.98 

Accordingly, he decreed the establishment of a new discount bank in replacement of the former 

Discount House,99 which understandably gave rise to the opposition of the Bank of the Two 

Sicilies, fearing losing its most lucrative business. 100  The decree on the abolishment of the 

Discount House, however, was rejected by Parliament on 13 November 1820 and never became 

law, so that everything remained as it was before.101 Three years later the economist Francesco 

Fuoco, under the nom de plume of Giuseppe De Welz, put forward the bold plan of establishing a 

joint-stock bank in Sicily with a capital of one million ounces, issuing notes to finance the 

                                                                 
95 Ass. Ris.: Sicily, 3, House of Commons, 15 June 1848, p. 684.  
96 Ostuni, Finanza ed economia, pp. 111–2. 
97 Mémoire de Macedonio Conseilleur d’Etat (Caserta, 1806), published in Russo, L., ‘Il Consigliere di 

Stato Luigi Macedonio e la sua memoria del 29 novembre 1806’, Rivista di Terra di Lavoro-Bollettino on-

line dell’Archivio di Stato di Caserta, 2 (2007), pp. 32–50.  
98 Macedonio, L., Memoria riservata del Ministro delle Finanze per i Signori Deputati al Parlamento 

Nazionale (Napoli, 1820).  
99 RD 22 Aug. 1820, no. 76, in Coll. LL. DD.  
100 Al Parlamento Nazionale: memoria per lo Banco delle Due Sicilie (Napoli, 1820). 
101 On this failed attempt, see Demarco, Il Banco delle Due Sicilie, pp. 172–88 and Ostuni, Finanza ed 

economia, pp. 138–44.  
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construction of roads, agriculture, trade and public debt – a plan which was however doomed to 

remain a scholarly exercise of wishful thinking.102  

Monetary and banking reformism came back to the forefront with the 1848 revolution in 

Sicily. Sicily had long harboured deep resentment towards Neapolitan rule. The island had 

enjoyed its golden age during the Napoleonic Wars, when it had become the main military base of 

the British navy in the Mediterranean. Due to its strategic importance, the island, now hosting the 

royal court in exile, had received generous support from Great Britain. British investments and 

increased demand created by the 17,000 British troops stationed there, as well as by trade 

disruption caused by the war and the Continental Blockade, had led to an artificial boom of the 

economy. In 1812 the Sicilian barons – with the endorsement of William Bentinck, commander of 

the British troops on the island – had been able to reassert their independence from the Crown by 

obtaining a constitution modelled along British lines. According to it, Sicily would remain an 

independent kingdom under the crown prince also in the event of the king’s reconquest of the 

mainland. Once restored, however, the Bourbons did not keep their word: instead they unified the 

Kingdoms of Naples and Sicily and abolished the 1812 constitution as well as the pre-existing 

baronial parliament inherited from the Middle Ages.103  

Although the Bourbons did not confirm the constitution, they did confirm the abolition of 

feudalism enacted during British occupation and carried on with the land reform, arousing the 

barons’ anger. In 1820, amid the economic crisis that had afflicted the island since Britain’s 

withdrawal, the barons were ready to side with liberals against Naples and revive the 1812 

constitution. The revolution was short-lived. It was crushed at the will of the Neapolitan 

constitutional government – which disliked Sicilian separatism however constitutional it might be 

– and with the aid of other Sicilian cities fighting a civil war against the brutal domination of the 

island’s historical capital, Palermo. Sicily was thus subject to a second military occupation, this 

time by Austrian troops, which, unlike the British, had to be expensively maintained. The 

Bourbons nevertheless accorded some privileges to the island, like keeping one of the lowest 

taxation levels in Europe, abolishing conscription and granting to Sicilians a monopoly on public 

employment at home, although trade liberalisation with Naples, favouring Neapolitan 

manufacturing exports at the expense of local industries, gave rise to new resentment.104  

The new king Ferdinand II, unlike his predecessors, devoted much more effort to improving 

the island’s conditions, trying to reduce the huge disproportion in taxation borne by the poor and 

reform the judicial system, but his activism was not particularly welcome. In 1837 a minor 

insurrection broke out in conjunction with the first outbreak of cholera, which was attributed to a 

poisoning conspiracy by the government. After that, Ferdinand revoked the public employment 

monopoly enjoyed by Sicilians and continued ruling the island with enlightened despotism, 

driving forward, though weakly, land and taxation reforms, initiating public works and 

introducing the first banking innovations in the form of two branches of the Bank of the Two 

Sicilies.105 Notwithstanding, or perhaps because of his efforts, Sicily remained a powder keg, all 

too easily ignited by the economic crisis of the mid-1840s and the new Risorgimento ideals, 

                                                                 
102 De Welz, G., La magia del credito svelata: istituzione fondamentale di pubblica utilità da Giuseppe de 

Welz offerta alla Sicilia ed agli altri stati d’Italia, 2 (Napoli, 1824), pp. 32–103. On the heated controversy 

on the true authorship of La magia, see Di Battista, F., ‘Fuoco, Francesco’, in Dizionario biografico degli 

italiani, 50 (1998), available at http://www.treccani.it/enciclopedia/francesco-fuoco_%28Dizionario-

Biografico%29/ (retrieved 7 May 2019). 
103 Before 1812 Sicily had had for centuries its own feudal parliament, first summoned by the father of King 

Roger II in 1097. On the British occupation, see Mack Smith, Storia della Sicilia, pp. 437–61.  
104 Resentment increased by the harm inflicted upon Sicilian exports by trade retaliations on the part of 

foreign countries in response to the kingdom’s protectionism. Cf. Battaglia, Sicilia e Gran Bretagna, p. 15. 
105 Mack Smith, Storia della Sicilia, pp. 462–89.   
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which appealed to liberals and part of the establishment as a rebranding of traditional 

separatism.106  

Despite its name, the Spring of Nations began in late winter with the Sicilian revolution 

following some months of unrest. On a carefully chosen date, 12 January 1848, the birthday of 

King Ferdinand, Palermo, his birthplace, revolted. Less than one week after this unexpected 

birthday present, another unpleasant surprise awaited the king, an uprising in Naples which forced 

him to grant a constitution, a decision which set off a chain reaction in Tuscany, Piedmont-

Sardinia and the Papal States. In late March, following the Five Days of Milan, the First War of 

Italian Independence between the Kingdom of Sardinia and the Austrian Empire broke out. 

Overwhelmed by the events, Ferdinand, like the other Italian monarchs, half-heartedly embraced 

the Italian cause. As soon as the Pope changed his mind and withdrew his support for the war, 

Ferdinand changed his mind too, setting in a counterrevolution. After dissolving Parliament twice, 

in March 1849 the king was again an absolute monarch. Yet while in Naples it was just a question 

of constitution, Sicily wanted secession from the very beginning. The Neapolitan army was 

defeated and the Bourbon monarchy was declared abolished, so the island, now the Kingdom of 

Sicily, transformed itself into a constitutional regime in search of a sovereign.107 The experiment 

lasted only 16 months, being brutally terminated in May 1849 by the Bourbon army.  

The constitutional parenthesis on the mainland had not brought about any meaningful change 

in the financial system. Apart from a temporary ban on specie exports 108  and a compulsory 

loan,109 the boldest financial proposal put forward in Parliament regarded the regulation of bearer 

bills and was never discussed.110 In Sicily, by constrast, national pride and fiscal distress inspired 

a series of monetary and fiscal reforms, which all foundered when the Bourbons came back. The 

first attempt regarded the monetary system. In 1811 Murat had already tried to reform the system 

in accordance with the French one by replacing the ducat with the lira, but the law had remained a 

dead letter and was repealed by the French themselves in 1814. The monetary system was 

definitively reorganised by the Bourbons in 1818. Set on a silver standard, on paper it was a 

decimal system based on the ducat and with copper fractional currency, but in practice coins were 

minted according to a duodecimal system. The system was the same for the whole kingdom, but 

in Sicily and on the mainland different coin names were used. Foreign and gold coins could freely 

circulate within the state but were not legal tender, being exchanged at market prices.111  

Since the beginning of the secession, when negotiations were still taking place between the 

island and Naples with British mediation, the revolutionary government had claimed the right to 

issue its own currency.112 Thereafter, when discussing the opportunity for Sicily to join a league 

among Italian states, the question arose of whether to adopt the lira as a tangible sign of the 

island’s commitment to the Italian cause. The problem in Sicily was that, while the nationalistic 

character of the insurrection was clear, it was not so clear which kind of nationalism it actually 

was. Were they fighting for Sicily’s or Italy’s independence? Or simply against Naples? Albeit 

overlapping in Parliamentary rhetoric, Sicilian and Italian nationalism were in practice potentially 

conflicting concepts, as the debate about monetary reforms suggests. In April 1848 the House of 

                                                                 
106 On the spread of Risorgimento ideals within Sicilian society, see ibid., pp. 549–53 and Romeo, R., Il 

Risorgimento in Sicilia (Roma-Bari, 1970), pp. 305–16. 
107 The crown was offered to Ferdinand of Savoy, Duke of Genoa, brother of Victor Emmanuel II.    
108 RD 12 Apr. 1848, no. 156, in Coll. LL. DD. 
109 RD 26 Apr. 1848, no. 186, in Coll. LL. DD.   
110 Ass. Ris.: Naples, 1, Chamber of Deputies, 19 Aug. 1848, pp. 378–9.  
111 RD 20 Apr. 1818, no. 1176, RD 23 Feb. Apr. 1818, no. 1125, and RD 13 Apr. 1818, no. 1170, in Coll. 

LL. DD. For details, see Chiaruttini, M. S., ‘The Lira: Token of National (Dis)union, 1814–74’, EUI/HEC 

Working Papers, 1 (2018), pp. 3‒4. 
112 Ass. Ris.: Sicily, 1, Ruggero Settimo’s inaugural address to Parliament, 25 Mar. 1848, p. 40.  
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Peers had proposed to abolish the Neapolitan decimal system and return to the island’s traditional 

ounce system. The question, however, was left open in anticipation of a pan-Italian agreement.113 

At the end of July, the abolition of the ducat was advocated again by Giuseppe La Farina, this 

time in favour not of the Sicilian ounce but of the Italian lira. In a burst of enthusiasm, the lira – 

the official unit in Piedmont – was being minted in Milan, Venetia and Tuscany as well. Sicilians, 

La Farina observed, had already been accused of parochialism from Italian patriots before, so why 

not eventually take the plunge and adopt the lira? 

Nobody has yet denied the great Italian nationality, so I propose to take the big, long desired 

step towards this nationality. Let us adopt the Italian Lira and engrave on the one side Italy, 

on the other Sicily as an independent State, an integral part of the great Italian nation. 

Not all deputies agreed. While the usefulness of a single currency unit for Italy was widely 

acknowledged, the unilateral introduction of the lira at a stage in which an Italian League did not 

yet exist risked doing more harm than good, disrupting the system ahead of time. Deputy Bonelli 

went so far as to suggest that Italians could in due time adopt the Sicilian currency, rather than 

Sicilians change theirs.114 In the end Italian nationalism prevailed and the House of Commons 

approved a first minting of lire for 100,000 ounces to celebrate the island’s ‘regeneration’. At the 

House of Peers, however, the project met with scepticism. What the lower chamber was 

proposing was not a fully-fledged monetary reform, but simply the introduction of the lira 

alongside the traditional currency: the minting of 100,000 ounces was irrelevant in terms of 

circulation for both Sicily and Italy as a whole, not to mention that without a coinage agreement 

the reception of the Sicilian lira in the other states of the peninsula was not guaranteed. The 

advocates of the lira – as Peer Lella sneeringly noticed – were pursuing higher ideals, clearly 

inspired by the ‘romance of Italian unity’, but their ‘sublime’ politics, he insinuated, lacked 

common sense. Instead of 5-lira coins, for the celebrative minting the House of Peers proposed to 

strike the almost equivalent Sicilian coin of 12 tarì, a compromise which was easily accepted by 

the lower chamber.115  

 The coinage fever of Parliament led to nowhere. In March 1849 the mint, inactive since 

1814,116 had not yet struck one single coin and the two Houses were still arguing over whether the 

new coins should bear the emblem of Italy or Sicily. The final decision was to mint coins 

according to the old system with the Sicilian emblem.117 Having its own mint was for Sicily a 

matter of both national prestige – since it reasserted its independence from Naples – and survival, 

putting its symbolic value for the Italian cause into the background. Indeed, the primary concern 

of the Sicilian government was actually not hastening Italian monetary unification but rather 

funding warfare.  

 The financial situation of the island was constantly worsening and the government’s efforts 

to raise some cash proved largely unavailing. As last resort, in September 1848, right after the 

Bourbons had reconquered Messina, thus dealing a deadly blow to the revolution, the Finance 

Minister Filippo Cordova introduced paper money in the form of Treasury scrips. Backed by the 

value of state properties to be sold off and bearing a daily interest, they were inconvertible legal 

tender whenever their market value fell below the nominal one.118 It was the Sicilian version of 

                                                                 
113 Ibid., House of Commons, 1 Apr. 1848, pp. 82–4 and ibid., 3, House of Peers, 28‒30 Mar., pp. 329–34. 
114 Ibid., 2, House of Commons, 26 July 1848, pp. 102–7. 
115 Ibid., 4, House of Peers, 29 July 1848, pp. 86–8; ibid., House of Commons, 30 July 1848, pp. 124. 
116 On the unsuccessful attempts to restart the Sicilian mint before 1848, see Giuffrida, R., La politica 

monetaria dei Borbone in Sicilia, 1795–1860 (Palermo, 1974), pp. 45–68.  
117 Ass. Ris.: Sicily, 4, House of Peers, 12 Mar. 1849, pp. 938–9 and 15 Mar. 1849, p. 948. 
118 Ibid., 2, House of Commons, 10, 12 and 13 Sept. 1848, pp. 405–12; ibid., 4, House of Peers, 12 Sept. 

1848, pp. 328–30. 
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the assignats – the first and only de jure inconvertible paper money ever introduced into the South 

before the Italian government flooded the country with it.  

Another major financial reform was announced in late October 1848, when Finance Minister 

Cordova proposed the creation of the Great Book of the Sicilian Public Debt together with an 

overhaul of the banking system. The institution of a Great Book for the island’s debt and of a 

Sinking Fund had been envisaged by the Neapolitan government as early as 1825 and officially 

promised three years later. Putting in order Sicilian finances was no easy task. It took another five 

years to draft a legislation and begin examining public debt entitlements. By the time the 

bureaucratic machine had been set in motion, however, it had to suspend its work due to the 

inability of the Sicilian Treasury to endow the Sinking Fund. As a result of the chronic inability of 

the island’s Treasury to finance them, the Great Book and the Sinking Fund had thus remained a 

chimera until 1848.119 

The revolutionary government, in its desperate attempt to raise money, revived the project. 

According to its own narrative, the delay in reforming the Sicilian public debt market had been 

purely political. After the riots in 1837, Naples had forgotten its promise of a Great Book. From 

then on, Sicily was reduced to a ‘perfectly provincial’ district and the idea of a separate Great 

Book for the island had been abandoned, with the Neapolitan government considering that, at 

best, Sicilian debt might be included into the Neapolitan Great Book. The reason given by the 

central government was the relatively small size of the Sicilian debt and the economies resulting 

from a common administration. To Sicilian patriots, however, this sounded like little more than a 

pretext. Now that the island’s debt had surged, it was time for revenge.120  

Besides a Great Book, which would enormously ease the placement and trade of public debt 

stock, it was also time to reform the public banks that would manage its service.121 To observe 

that the island was lagging behind in terms of financial development had been commonplace since 

the eighteenth century. In 1839, in his book on public finances in Sicily, Ludovico Bianchini 

offered a rather disheartening picture of the island’s credit conditions: 

[i]n a century when in almost all parts of Europe capital is wondrously multiplying and 

money has several surrogates, so that the same sum can serve more purposes and move faster, 

in Sicily money is forced into confinement. At present there are no banknotes or shares of 

companies or trade enterprises, no finance coupons or public loans and, except for a few 

towns, not even bills of exchange.122 

Until 1843 the main banking institutions of the island had been two archaic deposit banks in 

Palermo and Messina. Their very name, Tavole (Desks) – like the Taula de canvi of Barcelona, 

founded in 1401 – was reminiscent of their remote origin. They were public banks created in the 

late sixteenth century to provide a reliable deposit and payment system in a period of monetary 

disarray. Both were merely municipal institutions whose deposit receipts circulated only within 

the city. Unlike Neapolitan banks, they were not even allowed to offer pawn loans, although they 

occasionally infringed their statutes. Sicilian Desks were in charge of the treasury service of the 

city administration, to which they systematically lent money.123 The mixture of private and public 

interests within the municipal banks in a society characterised by oligarchism and clientelism 

resulted in mismanagement and systematic embezzlement. Throughout the eighteenth century the 

                                                                 
119 Giuffrida, Politica ed economia, pp. 99–104.  
120 Ass. Ris.: Sicily, 2 House of Commons, 28 Oct. 1848, pp. 608–9, 613–5. 
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finanziaria nel Regno delle Due Sicilie nell’ultima epoca borbonica (Padova, 1995), p. 347.  
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Bourbons had being trying to moralise Sicilian banks, but to no avail. In 1799 Prime Minister 

John Acton, confronted with the disgraceful management of the Desk of Palermo, had 

recommended its suppression, in vain again.124  

The idea of replacing these anachronistic banks, dear to the local elites, with public banks 

akin to the Neapolitan ones had already been mooted by Viceroy Domenico Caracciolo in 

1782.125 The issue of fedi was crucial for the financial integration of the island with the mainland. 

Until the 1840s the remittances between the Neapolitan and Sicilian Treasuries, like those among 

private agents, still had to be settled in specie or through bills of exchange, which implied either 

shipment risks and costs, or losses to purchase bills from private bankers. 126  In 1828 an 

anonymous writer had proposed to set up a bank in Messina for the exchange of fedi between 

Sicily and the mainland, but the project was eventually rejected.127 Ten years later, in 1838, the 

government had finally decided to establish two branches of the Bank of the Two Sicilies in 

Palermo and Messina, but their establishment was further delayed due to the pending reform of 

the municipal banks. The question was whether they could be transformed in local replicas of the 

Neapolitan bank or whether they should be replaced by its branches. The third option was to let 

them survive alongside the new branches, dooming them to a slow death as the latter would offer 

the same deposit services, while their fedi would be receivable and exchangeable into specie by 

any tax receiver on the island.  

Oddly enough, this incoherent compromise was the solution finally adopted by the 

government for Palermo, possibly to smooth over conflict with the local establishment, always 

willing to strike a blow for their bank.128 The establishment of the first two branches of the Bank 

of the Two Sicilies was officially announced in a royal decree of 1843.129 The branch in Palermo 

began its operations in 1844 alongside the old bank, which survived until 1855,130 while the 

branch in Messina opened to the public in 1846, replacing the municipal bank.131 For the time 

being, however, neither branch could discount. The establishment of a Discount House for the 

island akin to the one in Naples had already been considered and discarded in 1825 and now, 

twenty years later, could not yet be realised due to lack of resources, as it required an initial 

endowment to be provided by the Treasury. The branches could therefore only receive deposits 

and issue fedi. All public officials resident in Palermo or Messina were required to execute their 

payments only in fedi. Elsewhere in the provinces, as happened on the mainland, they had to 

accept and exchange them into specie on demand. Furthermore, fedi from Sicily were accepted by 

the Bank of the Two Sicilies in Naples and vice versa: clearing (riscontrata) between branches 

and headquarters thus eventually provided a safe payment system between the island and the 

mainland. 

In 1847, eventually, the ‘evil Ferdinand’, or the ‘crowned monster’ – as the king was later 

labelled in the Sicilian Parliament – ordered the opening of a Discount House in both Palermo and 

Messina. Mindful of the improper management of the municipal banks, the government planned 

to put the new institutions initially under the supervision of a Royal Commissioner, to make sure 

funds were not used for private loans or entirely appropriated by a few houses lending them back 
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at usurious rates to the public.132 Yet such concerns proved untimely, since the outbreak of the 

revolution deferred again the establishment of the Discount Houses. 

In 1848, Finance Minister Cordova, forgetting that this was due to the misappropriation of 

deposits by the revolutionary government, put all the blame on the Bourbons for the present 

lamentable state of the Bank’s branches. In his view, the Neapolitan government ought to have 

established institutions akin to those ‘of the civilised nations on both side of the Atlantic’. Instead, 

it had chosen to be a ‘government banker’ (Stato banchiere), able as such to abuse public credit 

scot-free – even more so as the monarchy was absolute, thus not subject to parliamentary control. 

A ‘government banker’, he maintained, could at best run a deposit bank, not a modern bank of 

issue, whose main asset was public trust. The new institution he was envisaging, by contrast, 

while continuing issuing fedi, would be at the same time a bank of issue, a savings bank and a 

land bank, also entrusted with the state treasury service. It would have a capital of 1.5 million 

ducats, four-fifths of which would be provided by private shareholders and one-fifth by the 

government, which would also appoint the bank’s directors. The headquarters would be in 

Palermo with branches first in Messina and Catania and later in all the provinces.133 Cordova’s 

project was much more ambitious than the one made by the House of Peers in June, namely to 

simply merge the existing branches plus a future one in Catania under the name of National Bank 

of Sicily.134 Unfortunately, it was also doomed to failure, since at the time it was conceived 

Messina had already been reconquered by Naples. Its fate, like many of the Bourbons’ plans, was 

to remain on paper. 

After Sicily was definitively subdued by the Bourbons, the only legacy of the revolutionary 

government was a pile of debt that the restored government disavowed and cash deficits in the 

island’s public banks. The Desk of Palermo, already burdened by old debts, had been forced to 

make loans to both the state and the city.135 The local branch of the Bank of the Two Sicilies, 

which at the start of the revolution had had 2 million ducats in its coffers, was by the end of the 

hostilities left with 23,861 ducats and a total deficit of almost 4 million. While the branch in 

Palermo had been forced to give away deposits in exchange for government scrips, the one in 

Messina had been compelled to directly ‘loan’ them to the revolutionary committee.136 To clear 

those deficits, plus other extraordinary expenses ensuing from the civil war, Sicily was charged by 

the central government with an additional debt of 8 million for a total of 20 million ducats.137  

After the secession, the island obtained a separate administration. As a result, the two 

branches of the Bank of the Two Sicilies were merged to form the Royal Bank of the Royal 

Domains Beyond the Lighthouse (Banco Regio de’ Reali Domini al di là del Faro) as the baroque 

designation of Sicily sounded. 138  What might appear as an advancement was in fact a 

retrogression, since the Neapolitan bank was no longer willing to ensure clearing with an 

institution beyond its control. Notwithstanding the repeated requests from Sicily to reintroduce 

the mutual exchange of fedi with Naples, clearing was never resumed. 139  The single most 

important advantage provided by the branches had thus been entirely lost. Moreover, due to the 

island’s debt burden, the starting of discount operations decided in 1847 was now out of the 

question. The unforeseen results of the insurrection had thus been the financial disintegration of 
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island and mainland together with a further delay in the development of a modern banking system 

in Sicily. Without a revolution, by 1849 Sicily would have had two branches fully integrated 

within the Bank of the Two Sicilies, providing deposit and discount facilities. Instead, by that 

time it only had a regional deposit bank, however orotund its name might be.  

Another posthumous hard-won victory of the insurrectionist movement had been the long-

yearned-for creation of a separate Great Book of the Public Debt. In order to sustain the public 

debt market, the Sicilian administration under Lieutenant-General Filangieri dusted down an old 

idea from the mid-1830s for the establishment of savings banks, which were to collect money at 

interest to invest in public debt securities, but the project could not be realised due to lack of 

means. By the end of the 1850s, however, the Sicilian Treasury had eventually gathered enough 

money to establish the two Discount Houses in Palermo and Messina. To provide them with more 

capital, the administration thought again of founding savings banks, which would have lent their 

deposits to the Discount Houses. In 1860, when the programme for the establishment of savings 

banks was almost completed, Garibaldi arrived and, reaping the fruits of the past administration, 

in 1861 opened the Central Savings Bank for the Sicilian Provinces, named after the new king 

Victor Emmanuel. This time at least, the Bourbons’ efforts had been successful.140 
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47 

 

5 

Variety is the Spice of Banking 
 

 

 

Our capitalists were not accustomed to risky operations. They were used to strive for a certain and sure 

yearly profit and their speculations aimed at moving capital from one place to another, not at changing 

their destination.   

MAURO LUIGI ROTONDO 141 

 

In 1816 Naples was arguably the most modern financial centre in Italy, boasting an exchange and 

a sui generis national bank of issue. Five years later, it could even pride itself upon hosting one of 

the five branches of the Rothschild House. And yet in 1859, when writing about the kingdom’s 

banking sector in the Annali civili del Regno delle Due Sicilie, a semi-official, authoritative 

periodical, Alessandro Gicca concluded that it had not changed much since the late eighteenth 

century. Apart from the Bank of the Two Sicilies, he remarked, it was still made up of merchant 

bankers. Credit conditions however were good, he added, as merchant bankers enjoyed the 

greatest freedom from the government.142 The salient feature of the Southern financial market was 

not so much its backwardness compared to a Northern European standard, as its failed evolution, 

due to its oligarchic character and the limited ability of the state to promote banking reforms. The 

former indeed was both the natural consequence of an early stage of economic development and a 

brake on progress because of the little room left to outsiders.  

Naples was the centre of all financial activities. With a growing population of about 400,000, 

it was the third largest city in Europe, the seat of the government and the main import centre of 

the country.143 As such, it was the largest market for public, consumer and trade credit. Bankers 

were relatively few and mostly foreign. Most of them had come during the French Decade and 

had easily replaced the old financial aristocracy, whose fortunes had been blasted by the 

convulsions of those years. Notwithstanding the increase in economic activity, for over forty 

years their predominance was never seriously challenged. As Gicca noticed, they were essentially 

merchant bankers – more precisely, merchant bankers dealing in agricultural commodities, due to 

the chiefly agrarian character of the country. Rothschild was active on the grain market, as were 

Forquet and Appelt, who was also a major player in the olive oil market. Rothschild, Meuricoffre 

– his major competitor –, Degas and Sicard exercised the Salt Monopoly on behalf of the state, 

while Rothschild and Sorvillo, a partner of Meuricoffre, that on tobacco.144 The Meuricoffres 

were at the same time bankers in the service of the Bourbon House, tax collectors, shipowners, 

industrialists and merchants of olive oil and hemp.145  

As in every developing country worthy of the name, most business opportunities came 

directly or indirectly through the state. Bankers were at times in charge of public procurement, so 

                                                                 
141 R[otondo], M. L., Saggio politico su la popolazione, e le pubbliche contribuzioni del Regno delle Due 

Sicilie al di qua del Faro (Napoli, 1834), p. 533.  
142 Gicca, A., ‘Del credito in generale e condizione del Regno di Napoli’, Annali civili del Regno delle Due 

Sicilie, CXXXIV (1859), p. 134. 
143 Demarco, Il crollo del Regno delle Due Sicilie, pp. 86, 211. 
144 Davis, Merchants, Monopolists and Contractors, pp. 15, 27–31, 215–7. 
145 Zichichi, L., Il colonialismo felpato: gli svizzeri alla conquista del Regno delle Due Sicilie, 1800–48 

(Palermo, 1988), p. 42.  



48 

 

that for instance the House of Rothschild was able to finance the purchase of coal or provide the 

tracks and rolling stock for the Naples-Capua railway.146 The system of Regie, whereby the state 

entrusted a private partnership with the collection of specific duties, was also a boon. Contractors 

– often bankers – had to guarantee a certain level of tax revenues to the state, beyond which they 

could retain almost 70 per cent of the extra amount. In practice, they only provided the state with 

the minimum required, while concealing and keeping the surplus for themselves with the 

complicity of corrupt employees. Some bankers could also profit from a public role, like 

Emmanuel Appelt, director of the Sinking Fund, who, in this capacity and thanks to the lack of 

transparency in the fund’s administration, could easily influence public bonds prices to reap 

insider’s gains as a private speculator.147 Though not irrelevant, discount activities were thus 

probably not the main revenue source of private bankers and, in the absence of major transactions, 

even a first-rate banker like Carl Mayer Rothschild had to discount bills that were relatively small 

compared to his family’s grandeur.148 Despite this, his remaining in Naples was justified by his 

operations with the kingdom’s finances and by its geo-political importance: even more than as a 

financial centre, Naples was attractive as a unique vantage point on Mediterranean economies.149 

Apart from the Bank of the Two Sicilies, there were virtually no credit institutions worth 

mentioning. Joint-stock ventures had first surfaced and disappeared during the second half of the 

eighteenth century. 150  The 1820s witnessed the establishment of a few marine insurance 

companies and short-lived credit institutions – the first savings bank and a couple of land banks, 

besides the more successful Banca Fruttuaria. In the early 1830s the number and capital of joint-

stock companies – this time also aiming at industrial investment – further increased. Typical of all 

Neapolitan joint-stock ventures was the potential latitude of their operations. Instead of being set 

up with a specific purpose, they aimed at collecting funds to invest in whatever enterprise was 

profitable, from insurance to discounting to land reclamations to the textile industry, mimicking 

the investment behaviour of merchant bankers. And like real merchant bankers, regardless of their 

name, they were all providing banking services.  

While in 1833 Raffaele Liberatore was right in writing in the Annali civili that for its number 

of joint-stock companies Naples was ahead of all Italian cities and not far behind the main 

European capitals,151 Mauro Rotondo was equally right in questioning their strategies. Instead of 

embarking on ambitious endeavours, many companies, to the delight of their risk-averse 

shareholders, had begun targeting one of the safest Neapolitan markets: that of advances on public 

employees’ salaries. In this choice, Rotondo saw the institutionalisation of customary usury 

(interest rates, comprising fees and compulsory insurance premiums, could in fact easily exceed 

30 per cent) and an – unfortunately rational – preference for consumer over business credit.152 The 

8,000 public employees of the city, mostly miserably paid due to the austerity policies pursued by 

the Bourbons, were a large, low-risk, highly profitable market. Consumer credit in the form of 

pawn loans and advances on salaries was already one of the pillars of the Bank of the Two Sicilies 

– probably not for entirely philanthropic reasons. The yield on pawn loans could be as high as 30 

per cent, since borrowers never obtained more than two-thirds of the pawn value and were often 
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unable to redeem them.153 Although the Bank, as a public institution, made advances on salaries at 

modest interest rates, in 1838 it was even suggested that it would be much safer and not less 

profitable for the government to divert the funds of the Discount House from the discounting of 

bills of exchange into advances on its own employees’ salaries.154 The bitter resentment shown by 

the Regent of the Bank of the Two Sicilies towards the new companies – guilty in his view of 

encroaching on the Bank’s market by offering interest-bearing deposits and providing consumer 

credit – is particularly telling about the economic conditions of the kingdom. Thanks to its special 

relationship with the government and by flaunting its public character – so different from its 

greedy competitors, just willing to enrich a few capitalists – the Bank was able to obtain 

permissions to enlarge its business on salaries while hampering competition as much as it 

could.155  

Employees’ indebtedness, however, was a social scourge that prompted state intervention. 

After repeated scandals around indebted public employees running away or being imprisoned, in 

1834 the state outlawed advances of salaries, panicking most companies. Despite the fact that the 

decree was soon tempered following their appeals and that they continued to covertly lend to 

public employees, this was a major blow. Still worse, in the same year the government prohibited 

the Discount House from rediscounting bills having as a third signature that of a company 

administrator, which, however surprising this may sound, according to the law was not binding 

for its company. The Discount House therefore continued to accept bills coming from joint-stock 

companies only on the basis of additional endorsements.156 This means that it was much easier to 

be refinanced by the Bank of the Two Sicilies as a private banker than as a bank – a truly 

disconcerting outcome. This was certainly a hint at the low opinion the Finance Minister had of 

these companies. Nevertheless, it was a questionable policy for the development of a modern 

banking system. In a standard setting, the national bank of issue would rediscount bills endorsed 

by discount banks, which in turn would accept two-signature bills not eligible for discounting 

with the former. In the South, this mechanism worked for private bankers but not for companies, 

whose endorsement a priori – because of faulty legislation – was deemed unsatisfactory. 

Consequently, the main clients of the Discount House remained the wealthiest merchant bankers, 

who also served there as members of the discount committee. As founders and shareholders of 

companies, they could endorse the bills of the latter, making them eligible for discount at the 

Bank of the Two Sicilies, or finance them directly. But companies deprived of such a backing 

would come across barred doors, so that incumbents would easily maintain the upper hand over 

outsiders. 

Partly due to the shrinking of a key market (advances on salaries) and liquidity constraints 

imposed by the government, partly due to poor investments in manufacturing and the scandalous 

management of some of them, joint-stock companies were doomed to a rapid decline.157 In the 

1840s their shares were no longer traded on the stock exchange and only a few of them survived 

until unification. Their most distinctive feature had probably been their eclecticism. Industrial 

companies could provide banking services and the few banks were acting also as trade and 

industrial companies.  

The Banca di circolazione e garentia, for instance, ended up investing in several industries, 

from textiles to sugar, besides winning a contract for the supply of foodstuff and drugs to the 
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Royal Navy.158 The ministry could receive applications from investors wishing to establish a 

company for a dozen different aims: real estate restoration, agricultural credit, advances on 

housing rents, industrial investment, insurance, ‘deposits of cash, drugs and spices’, sea freights, 

public works, trade, and finally land reclamations. There were even proposals to establish ‘banks’ 

to finance legal fees.159 Projects were not always bizarre. There were requests to establish banks 

of agricultural credit, crédit mobiliers and savings banks, but almost none of them materialised, 

often due to lack of capital, and the few which did were short-lived.160  

Whereas in the rest of Italy savings banks had begun thriving since the 1830s, in the South, 

though often proposed, they never took root (cf. Chapter 12). The only attempts made must be 

considered more as an extension of the services offered by an already existing bank than as a 

savings bank proper. While in the North savings banks were founded as autonomous institutions 

with a distinct character, in the South they were conceived as an appendage of the founding 

company with the aim of collecting deposits to finance the activities of the latter. The tendency 

not to specialise was ubiquitous in the Southern financial system, as epitomised by the Bank of 

the Two Sicilies, which was at the same time a deposit bank, a pawnbroker and a discount 

house.161 According to this logic, first the Banca Fruttuaria in the late 1830s, and later the Società 

di Assicurazioni Diverse in the early 1850s both established their own savings banks.162 There 

was however an internal contradiction between a savings bank and institutions like the Fruttuaria 

or the Assicurazioni Diverse, whose primary business was to make advances on salaries. Ideally a 

savings bank was a philanthropic institution aiming at instilling thrift into the working class, 

while those companies were thriving upon the very opposite attitude.163 Though conceptually 

contradictory, this match could work in practice. Everywhere, despite their declared aim, savings 

banks were also collecting deposits from the middle classes. In the South the idea was therefore to 

use middle-class savings to practice usury at the expense of public employees, yet such 

endeavours were unsuccessful because of the increasingly ill repute of joint-stock companies from 

the mid-1830s onwards and the preference savers accorded to public debt.  

For a while, in 1856, it seemed that Naples might get a modern investment bank when the 

city became the target of the Péreire brothers, who wanted to establish there the first Italian Crédit 

Mobilier. In pursuit of this aim, and together with the Baring Brothers, Fould, d’Eichtal, 

Hottinguer and others, they took over the Banca Fruttuaria, in dire straits at the time. This 

triggered the immediate reaction of the Rothschilds, who, thanks to their connections with the 

court, threatened to establish their own crédit mobilier to sabotage competitors. In fact, there was 

little cause for sabotage. The Péreires and their partners very soon realised that it was not possible 

to collect large sums from the Neapolitan bourgeoise, suspicious of risky ventures started by 

foreigners, so they decided to liquidate the bank and leave Naples to the Rothschilds and its 

destiny. The ambivalent stance of the government had also contributed to this failure. From its 

side there had initially been genuine interest in promoting new credit institutions to finance 

economic development with the aid of foreigners. Confronted with the great ambitions of the 

Péreires, however, it stepped back, fearing the establishment of a colossal French bank exercising 

an overwhelming economic and political influence.  
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Besides the Péreires, other investors also entered the fray, like Bischoffsheim & 

Goldschmidt, interested in setting up a modern bank with the primary aim of selling its shares 

abroad at a premium. Probably for reasons of marketing, Bischoffsheim had envisaged more of an 

Italian than a Neapolitan bank, to be founded with the support of the Livorno’s banker Bastogi. 

Broadening the horizon from Naples to Italy had also been the intention of the Péreires, who in 

turn had been trying to involve the Roman banker Torlonia. The main concern of the Rothschilds 

was precisely that, starting from Naples, competitors would be able to extend their influence over 

the whole peninsula at their expenses. Fortunately for them, this was also the king’s concern, as 

Ferdinand was unwilling to lend his support to a transnational venture.  

The time might have been ripe in the Two Sicilies for starting industrial investments on a 

grand scale, yet many circumstances conspired to prevent it. Neapolitan investors, after the poor 

results of their own joint-stock companies, were suspicious of risky undertakings. The king, after 

striving for his country’s independence his whole life, was suspicious of foreign influence. The 

Rothschilds only feared competitors and had no genuine interest in founding an investment bank, 

while foreign rentiers would probably lose their interest in a purely Neapolitan enterprise with no 

greater ambitions. The apathy of the local elites, the qualms of the government, the 

obstructionism of the Rothschilds: all these forestalled the creation of a large joint-stock bank. 

Once again, there had been much ado about nothing.164 

As was the case in most other Italian states, in the kingdom there were no credit institutions 

to finance agricultural investment.165 The only major attempt, the Bank of the Apulian Tavoliere 

(Banca del Tavoliere), had been a complete fiasco. The Apulian Tavoliere, the second largest 

flatland in Italy, was state property which had been used for sheep rearing and grain growing 

since the times of the Romans. During the French Decade, land had been rented in perpetuity to 

local farmers, most of whom had later become unable to pay their rents to the state due to falling 

grain prices. With the declared aim of helping the state to recover its due and rescuing tenants 

from the clutches of usurers, in 1833 Marquis Luigi Dragonetti – a prominent figure of the liberal 

party – proposed to establish in Foggia a bank in charge of providing credit to farmers and 

shepherds, while collecting their taxes on behalf of the government. Even from its statutes, 

however, it was crystal clear that, by enticing the government with the promise of a more efficient 

tax collection, the bank ultimately aimed to monopolise credit and production in the region. To 

get credit, clients had to hand over their production to the bank, which would sell it outside the 

region as a monopsonist and, in case of insolvency, would be able to seize its clients’ estates. 

Although from the very beginning the Ministry of Finance had been warned against the project, it 

nonetheless authorised it. The history of the bank was grotesque from the very start. One less 

shameless scheme proposed by another company had been rejected, while that of Carlo Afan de 

Rivera, one of the kingdom’s best officials, had been drafted in the name of three companies 

which later maintained that they had been totally in the dark about it.  

When it first began its operations, the Bank of the Apulian Tavoliere was not even legally 

constituted, as its capital, rather than by shareholders, had been entirely provided by Dutch and 

Belgian bondholders at usurious rates. For the government, the bank did not egally exist, and yet 

it tolerated its ‘de facto existence’, as it called it. Complaints about the bank’s scandalous 

mismanagement started to pile up. It had undertaken ruinous investments both inland and in Paris, 

where it had a branch, while the one in Foggia was feuding with the Neapolitan headquarters. In 

1836, to rescue this ‘non-existent’ bank from very real failure, the government appointed a Royal 
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Commissioner. Abroad this was perceived as a sort of public endorsement of the bank, which 

prompted foreign bondholders to appeal to the government to safeguard their investments. When 

in 1839 the bank was liquidated, they insisted on being refunded by the government, which 

however firmly resisted. They then turned to their own governments, lobbying so hard that in 

1842 the Netherlands seemed willing to launch a punitive raid against the Two Sicilies, a gunboat 

diplomatic attempt Naples was ready to oppose. Escalation was prevented only by the 

intervention of Great Britain, which wanted to keep Mediterranean waters calm. The bank’s end, 

like its beginning, was disgraceful, bringing well-deserved discredit upon the Bourbon 

government and further discouraging investment in major financial undertakings.166 

On the eve of unification, the Kingdom of the Two Sicilies thus had none of the credit 

institutions that were developing abroad. Seemingly, all banking undertakings in the South bore 

within themselves the seeds of their own destruction. This was a failure of both the private and the 

public sector, whose laissez-faire stance in banking matters was at times bewildering, as the 

infamous case of the Bank of the Apulian Tavoliere proves only too well. 
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6 

The Naples Exchange: 

A ‘European Shame’ 
 

 

 

In no Exchange in Europe … is there so little morality, and dignity, as in ours.   

L. ALBERTI167 

 

In the mid-nineteenth century not many cities in Italy could boast a stock exchange. In the Two 

Sicilies there were several. Naples had had a stock exchange since the late eighteenth century. 

Palermo had had one since 1842, which was then reorganised in 1850 mainly to provide a market 

for the Sicilian public debt.168 In Bari the establishment of a stock exchange was decided in 1858 

soon after that of a local branch of the Bank of the Two Sicilies.169 Finally, in March 1860 both 

Chieti and Reggio obtained their own stock exchanges, on paper at least because political 

disorders probably made the decree a dead letter.170 The only noteworthy exchange, however, was 

the one in Naples, not only because of its size but also because its dysfunctional workings 

mirrored the major flaws of the Southern economy. 

When the Bourbons returned to power, among many fortunate and unfortunate legacies from 

the French they also inherited a modern stock exchange in lieu of the old-fashioned one they had 

left. The Neapolitan stock exchange experienced its first moment of glory when Carl Rothschild 

came onto the scene. At that time, Bianchini recalls, de’ Medici ran the Ministry of Finance more 

as a commercial bank mounting a bullish campaign on the public debt market than as a public 

administration, using any means possible to raise prices. The stock exchange was invaded by 

speculators and for a while ‘it seemed that the only occupation pursued in [the] country was 

trading in public debt securities’.171 It was Paris, however, and not Naples, which called the tune. 

In 1824 the enthusiasm of foreign investors for Neapolitan bonds was at its height, following the 

announcement by Prime Minister Villèle of reducing the interest rate on the French rentes. When 

Villèle’s bill was defeated in Parliament, Neapolitan rentes lost much of their interest.172  In 

Naples, the bursting of the bubble was dramatic, also because forward contracts were not 

protected by the law, which considered them as gambles. Faced with this debacle, instead of 

forbidding them tout court, the government decided to regulate forward contracts – quite a 

progressive policy for the time.173 
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But the heyday of the Neapolitan Exchange was the early 1830s, when the joint-stock 

companies made their appearance on the exchange list (see Chapter 5), alongside public debt 

securities and foodstuff. At first, they enjoyed remarkable success due to the capital’s ‘taste for 

gambling’. 174  In a speculative frenzy, people were eager to invest in societies which were 

sometimes advertised only to speculate on the initial spike in prices. But this boom too was short-

lived. Most of the shares in fact ended up in the hands of the commercial elite. The concentration 

of ownership left little room for speculation, so that price variations were often the effect of share 

buy-backs or trades made by the few financial companies. As soon as it became clear that those 

companies had just a fine future behind them, however, the value of their shares began to fall and 

one after the other delisted between 1842 and 1845.175 Disconsolately, Rothschild observed that in 

Naples  

[r]epurchase agreements do not exist, speculation is unknown and limited to a few thousand 

ducats of rentes that two or three outside brokers [coulissiers] gamble with one another, the 

Great Book is a savings bank where everyone deposits the first hundred pennies he can afford 

to part with.176 

In the Kingdom of the Two Sicilies, in fact, the big money was not in financial but in commodity 

speculation. The main commodity markets, in particular grain and, to a lesser extent, olive oil, 

were tightly controlled by the Neapolitan business oligarchy, which cunningly exploited the 

weaknesses of the Southern economy. Due to the lack of a decent road network and the poor 

conditions of most ports, there were only a few maritime locations where production could be 

stored before being sent on to domestic and foreign consumption markets. As the main storage 

facilities were owned by a few trading houses – Neapolitan ones, sometimes connected to foreign 

wholesalers – who were also major shipowners, producers were at their mercy in oder to sell their 

products. Distribution was controlled not only physically, but also financially. Foodstuff was 

traded through the so-called ordini in derrate (foodstuff orders), a sort of bills of exchange whose 

object was not money but foodstuff. Merchants in the capital could thus ensure their supply by 

drawing foodstuff orders on the merchants in the provinces. Foodstuff orders, like bills of 

exchange, were all in principle freely tradable, but in practice this applied only to those endorsed 

by a handful of first-rate houses, like Appelt’s, major wholesalers and owners of storage facilities 

in the provinces. The existence of a ‘foodstuff cartel’ – known as firme di piazza – controlling 

supply directly as wholesalers and indirectly as endorsers resulted in a price system à la carte. 177  

As happens nowadays on many commodity markets, like crude oil, foodstuff orders were 

often traded more as a speculative device than as an entitlement to actual delivery. Like 

speculation on paper barrels, profits and losses in this case accrued from gambles on the price 

volatility of the underlying asset, not from the real sale of production. The most innovative olive 

oil producer of Apulia, Pierre Ravanas, was ruined when he entered the speculative circuit of the 

Neapolitan commodity market and bitterly complained about the perverse channelling of capital 

from the real economy into financial speculation.178 For the big houses it was rather easy to 

engage in such speculation. It sufficed them, for instance, to issue large amounts of foodstuff 

orders on their granaries in the provinces, which they fulfilled with grain of bad quality. The 

holders of their orders were thus discouraged from requesting actual delivery and instead wanted 

to sell them back on the exchange. Prices dropped and orders were bought back by the original 
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issuers. Grain had thus never changed hands, while the latter had paid for their purchases by 

issuing orders whose market value proved in the end lower than its nominal value.  

Price manipulation was even more important to bias the balance of power between producers 

and wholesalers. To ensure food supply, the law did not permit the export of grain when prices 

were too high, or import when they were too low. The big houses therefore used their influence to 

depress prices at home when they were high abroad in order to be able to export at a profit, or to 

temporarily raise them to free imports and flood the market, thus lowering prices and enabling 

them to buy up domestic supply at a discount. Such speculations easily succeeded as they were in 

tune with the populist policy of the government aiming at ensuring cheap food supply.179 The lack 

of transparency on the commodity market was a constant source of complaints. From 1822 to 

1832, despite it being mandatory by law, foodstuff prices were not released by the Neapolitan 

Exchange. In 1842 the Exchange was reformed also as regards commodity trade, but the 

government attempt to enforce more transparency only resulted in the creation of an official and 

an informal market. Real commodity trade now took place outside the regulated market, while 

this was left in the hands of the big houses, which from then on started to be mainly interested in 

inflating prices, being the official food suppliers of the army. Between 1848 and 1853 the 

government again made some incoherent attempts to reform a market whose main aim seemed to 

be conveying misleading rather than true information. As usual, however, it was to no avail. Its 

decision in 1854 to no longer base its food procurement on Exchange prices resulted in a further 

decentralisation of trade away from the capital and its exchange.180 

The decline of the Neapolitan Exchange spurred the government to set up a study 

commission in 1859, which proposed new reforms. Too late for the Bourbons, the commission’s 

proposals were made into law in 1860 by the Lieutenant Government imposed upon the South by 

the Italian government.181 The complaint submitted by the trading house Routh, Alberti & Co. to 

Antonio Scialoja, Finance Minister of the new government, leave us a posthumous portrait of the 

Neapolitan Exchange under the Bourbons:  

[i]n no Exchange in Europe is there the disgrace that is still so common in ours, inasmuch as 

in no Exchange is there so little morality, and dignity, as in ours, so that it is not at all 

surprising that many honest Traders abstain from entering it. ... The radical vice lies, in our 

opinion, in the way trading takes place; because we see that the price of any commodity at the 

Exchange is never the necessary result of bids and offers but that imposed by a shrewd and 

clever few to the whole public. 

‘In times of freedom’, the house claimed, it would be a ‘crime’ not to denounce such a state of 

affairs. Time had finally come to ‘break the silence maintained for so long under a government’ it 

had ‘always deplored as incapable of doing good even when it wanted to’.182 
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181 Ibid., 61–3. 
182 ASN, MF, I rip., II car., b. 14332, f 98, Alberti to Scialoja, Naples 28 Dec. 1860. On fake news and price 
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7 

The Shrunken Skeleton of a Swollen Head 
 

 

 

[M]oney through different channels ends up stagnating in the capital, so that provinces are left deserted.   

GIUSEPPE MARIA GALANTI183 

 

Speculation in Naples – or the lack thereof, as Rothschild would say – was not, however, the main 

problem of the Southern economy. The real Achilles’ heel of the country was its provinces. The 

metaphor used by Enlightenment writers comparing the Two Sicilies to a shrunken body with a 

swollen head, Naples, applied perfectly well to its financial system. As far back as 1781, the 

famous jurist Gaetano Filangieri complained that money, the ‘blood of nations’, was stagnating in 

the capital, as the arteries which were supposed to carry it to the whole country were occluded.184 

This remained true over the following decades, notwithstanding the country’s economic take-off.  

Financial reforms had been a priority under Prime Minister de’ Medici, whose task had been 

to reorganise the monetary system, strengthen the Bank of the Two Sicilies and restore public 

finances. Under Ferdinand II, the government’s main concerns were to enhance the state’s 

creditworthiness, enlarge the country’s fleet and foster industrial development. Banking issues 

were thus no longer at the forefront. The Bourbon government was far from being a retrograde 

regime opposing financial advancements as a matter of principle but considered them more as the 

natural result of sustained economic growth than as a tool with which to engineer it. It promoted 

the diffusion of grain mounts, or corn banks (monti frumentari), all over the country but failed to 

establish a modern banking network, for which it lacked the means. In a context of highly 

segmented, low monetised markets often monopolised as sorts of ‘credit fiefs’ by a few usurers, 

the central government might have played a crucial role in prompting financial development, 

given the inability – and, to a certain extent, unwillingness – of private finance to reform itself. 

But government aid was so much needed on so many fronts that, in the presence of such a strong 

credit institution as the Bank of the Two Sicilies, whose notes circulated across the whole 

country, banking reforms at provincial level looked like a luxury – a luxury the government could 

not always afford. 

Notwithstanding industrial improvements, the Southern economy, like the rest of Italy, was 

overwhelmingly based on agriculture. The poor state of roads and the high level of wealth 

inequality resulted in highly segmented credit markets linked to the agricultural cycle and marked 

by power asymmetries. Credit provision, or its repayment, was often in kind and the spread of 

latifundia, with their semi-autarchic character, further reduced the need for money. Land was 

often burdened by perpetual rents (censi). Censi were an antiquated contract devised in the Middle 

Ages to bypass the Church’s ban on usury. Instead of overtly granting a loan, the lender 

purchased an annuity, paid either in cash or kind from the land revenues of the borrower. As 

annuities were paid, the lender recovered both capital and interests but was still entitled to his 

rent. To get rid of his debt, the borrower had to repay the sum originally borrowed, without 

discounting the annuities already paid. Otherwise the land simply continued to be burdened, 
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generation after generation, with a perpetual debt in fact long since repaid. This kind of safe, long-

term investment was particularly attractive to monasteries and church institutions, which were 

well-endowed but unable to engage in more sophisticated transactions.185 Along with the decline 

of church property, credit markets passed definitively into the hands of secular landowners and 

merchant bankers.186 

Production markets (in the provinces), the main consumption market (Naples) and the few 

ports of export like Bari were part of a chain controlled at the top by the main Neapolitan and 

foreign houses and at the bottom by local merchant bankers and wholesalers. These financed 

production by buying forward the harvest. Credit was granted in winter – either in cash or kind as 

seeds – when producers were most short of money and seed prices were at their highest, and then 

repaid in kind in summer on the basis of official spot prices (voci). Official prices, being formed 

at harvest time, were at their lowest level of the year, so that indebted farmers were actually 

selling their produce at heavily discounted prices to repay their winter debts. Moreover, official 

prices were set according to byzantine rules which enabled the main merchants to manipulate the 

market.187 ‘Alla voce’ contracts, as they were called, were the institutionalisation, peculiar to the 

South, of sale credits. As such, they ensured both the wholesalers’ purchases and the producers’ 

sales. Originally, they also served as a mechanism to reduce arbitrariness and improve market 

mechanisms, but since the eighteenth century they had become synonym for usury and unfair 

trade.188  

Sale credits were usual for most commodities, from grain, olive oil and wine to cheese, wool, 

flax and silk.189 Depending on the commodity, the fragmentation of markets and the relative 

strength of producers, wholesalers were more or less able to tilt the balance in their favour.190 

Wealthy landowners could escape their grips by contracting directly with the main outlets, but 

smaller producers could be made to pay annual interest rates as high as 150‒200 per cent.191 From 

Bari and Barletta, the main markets for olive oil, the clerks of the main houses swarmed, ‘like 

locusts’, over the countryside, ‘lurking around like vampires’, waiting for the ‘hapless farmer’ in 

oder to ‘generously’ offer him credit at a 1 per cent monthly rate until May, Carlo De Cesare 

denounced. In May, before the harvest, the ‘hapless farmer’ could not repay yet and so was 

willing to undersell his crop in advance. If the harvest was poor and he could not repay, monthly 
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interests continued to accumulate. After a couple of years, ‘no more crop sales, no more bills’: 

credit was granted in the form of land sale and buy-back at ludicrously low prices. After just a few 

years the borrower ended up being stripped of his property. This game, De Cesare observed, was 

played on a grand scale by wealthy merchants, while on a small scale by a ‘mob of moneylenders 

for whom the noose would be too light a punishment’.192  

Credit, therefore, more than as a lucrative activity on its own, was used as a weapon to 

enforce unfair terms of trade in the real economy. Through credit, merchants could lower 

commodity prices and in the long run even be able to become large landowners themselves, 

integrating the upstream and downstream markets. Both censi and voci were characteristic of an 

agrarian economy, where the borders between real and financial transactions were blurred. Instead 

of lending money and being repaid in money, with profits accruing from pure financial 

transactions, credit intermediaries were still bound to productive activities they tried to 

manipulate. This happened on local markets as well as in Naples, where the Exchange was indeed 

the most exclusive club to orchestrate speculations on commodity markets. 

The agrarian character of the Southern economy was plainly acknowledged by the state, 

whose credit policy in the provinces mainly consisted of promoting ‘grain mounts’, primitive 

institutions lending to farmers seeds instead of cash. Grain mounts had been established since the 

seventeenth century, but since the 1830s their spread had become so rapid that ‘they [could] be 

found in almost every town of the country and new ones [were] founded every day’.193 From 1830 

to the Bourbons’ fall, the number of grain mounts grew from around 700 to 1,200, with total 

inventories – their capital – increasing from 140,000 to more than 550,000 tomoli of grain.194 The 

best evidence of the usefulness of grain mounts are the frequent requests by local administrations 

to have one in every township, which the government usually granted, provided local 

communities were able to fund them.195 What they provided, however, was just subsistence credit 

for agriculture, which is different from what banks are supposed to do, namely financing 

productive investment. For this reason, they were often regarded as philanthropic rather than – 

however primitive – credit institutions.196 

And yet they were philanthropic institutions easily mismanaged by local elites. Although in 

theory they should have been entrusted to the most honourable notables of the town, it was all too 

easy for these to appropriate the inventories, either directly or by providing credit to their straw 

men. When this happened, all the advantages of a grain mount for small farmers were lost and 

they had to rely again on the ‘most honourable notables’ to get credit at usurious rates.197 But this 

was not necessarily the case. Grain mounts could be an effective way to fight usury, as the very 

obstructionism by some provincial intendants to their establishment, once authorised by the 
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government, seems to suggest.198 As the same De Cesare elegantly remarked, ‘the wealthy and 

honest capitalists should prove indeed more tender towards such a beautiful institution’.199 

When grain mounts had overabundant inventories, they sometimes sold them to finance the 

establishment of a ‘pecuniary mount’ (monte pecuniario), providing credit, as the name suggests, 

not in kind but cash. These too were old-fashioned institutions with a secular tradition which 

offered the advantage of providing credit not necessarily for sowing alone, but also, for instance, 

for small farm improvements. Since their aim, however, was to rescue small farmers from usury, 

they only provided small loans. To borrow from a pecuniary mount, the farmer had to provide a 

creditworthy surety. A third option were pawnbroking institutions (monti dei pegni), usually 

providing credit on metal items and cloths. They too, however, lent only relatively small sums for 

no longer than one or two years. 

Like grain mounts, their numbers were also rising, but spread did not mean standardisation. 

Although public pawnshops were spreading across the country and shared some basic features, 

they were tailored to local needs. There was no official template, so their rules were almost each 

time drafted anew, with endless variations of the items to pawn, maximum amount and length of 

the loan, administration and bookkeeping.200 On the one hand this was consistent with the nature 

of such institutions, which was to provide microcredit, although to a certain extent it also implied 

the perpetuation of market fragmentation and more room for manoeuvre for local elites.201 But on 

the other non-standardisation was in part simply accidental, the result of a still immature 

regulatory process. The establishment of mounts was to a large extent a bottom-up procedure in 

which local communities played the main role, asking for permission, providing funds and 

drafting regulations the government had then to approve. The credit policy of the central 

government was thus limited to granting permissions and, though benevolent, was passive rather 

than proactive.   

The pragmatic, laissez-faire attitude of the government was also evident in banking 

legislation. Unlike most other states, until 1828 in the Kingdom of the Two Sicilies there were no 

usury laws. Following a major usury scandal in the capital, in 1828 a new piece of legislation was 

drafted. For things to remain the same, everything had to change.202 The new law was an uneasy 

compromise between Sicilians, fiercely against any regulation, and Neapolitans, more incline to 

regulate the issue. The maximum interest rate had to be fixed each year by the local chamber of 

commerce but the law was drafted in such an inconsistent way that it was not even clear how to 

apply it. Its official enactment notwithstanding, it was never really applied. Official interest rates 

were never fixed and in 1846 Finance Minister Ferri simply dismissed it as ‘due to excessive zeal 

[and] inapplicable, as are all those regulations aiming at remedying irremediable evils’. But as 

usury raged in the mid-1840s as a consequence of bad harvest, laissez-faire alone was no longer 

enough. All provinces lamented the lack of credit institutions, seen as the only powerful way to 

fight usury and asked, more than for grain mounts, for savings and pawn banks to be founded 

everywhere with public funds. After a long round of consultations, the government delegated the 

initiative to local administrations. Then came 1848, delaying more ambitious reforms again. 
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When after some bad harvests the Advisory Council of the Kingdom (Consulta) was asked once 

again why the 1828 law had never been put into effect, it naively replied that usury was already 

declining thanks to improved communications and that the current – unapplied – legislation 

sufficed.203   

The idea of a network of provincial banks had been in the air since the eighteenth century. 

The Enlightenment scholar Giuseppe Maria Galanti was already advocating them in 1789204 and 

the same de’ Medici had envisaged the establishment across the whole country of branches of the 

Bank of the Two Sicilies issuing fedi, discounting and managing the Treasury service. 

Unfortunately, due to the poor state of public finances, his plan had remained a castle in the air. 

Thus, while the Bourbon government had, from the very beginning, successfully reformed the 

monetary system and the Bank of the Two Sicilies, over the last decades of its existence it failed 

to answer the uninterrupted litany of requests coming from the provinces for all kinds of credit 

institutions, from branches of the Bank of the Two Sicilies to savings banks.  

The Province of Capitanata in Apulia, corresponding approximately to that of Foggia today, 

was one of the first to request a branch of the Neapolitan bank in 1820.205 In 1838 Reggio and 

Lecce followed suit. The former on the toe of the boot-shaped peninsula, the latter on its heel, 

they were both sufficiently large and distant from the capital as to wish for their own branch. 

Fedi, it is true, were convertible also in the provinces by local tax receivers. Since Reggio and 

Lecce were among the main ports of export on the mainland, however, the inflows of fedi from 

the capital was lower than the cash outflows needed to purchase products for export. Local 

businessmen had thus to bear the risks and costs of shipping specie not being allowed to use fedi 

issued locally, which discouraged further trade. For a while the government considered the 

establishment of a bank branch seriously, only to discard it in the end.206 Opening a branch would 

indeed have spared local exporters many expenses by shifting them onto the Bank of the Two 

Sicilies, responsible for providing employees and working capital to the branches, so the interests 

of Naples prevailed over those of the provinces.   

In 1843 Chieti, provincial seat of Abruzzo Citra, applied in vain for a savings bank, which it 

eventually obtained only in 1862 under the Italian government. Not far away, the provincial seat 

of Abruzzo Ultra Secondo, L’Aquila, had also been working to have its own bank since 1841.207  

In 1843 the draft project, which provided for a joint-stock savings bank engaging in pawnbroking, 

was rejected by the Interior Minister, who objected that a joint-stock company did not provide 

sufficient guarantees and that a savings bank, rather than as a profit-seeking enterprise, was to be 

regarded as a charitable institution. 208  Following the Minister’s advice, a few months later 

L’Aquila presented a revised draft, wherein the savings bank was transformed into a branch of the 

local mount of piety. Three years later they were still waiting for an answer.209 At the end of 1847 

the king urged the – apparently not very zealous – Provincial Intendant to carry on with the 
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project,210  but a new proposal was discussed – and rejected – only during the constitutional 

parenthesis of 1848/9. This time, however, the project was – grotesquely – turned down because 

L’Aquila, complying with the previous advice, was proposing four district savings banks 

dependent upon the mounts of piety, which would employ the deposits of the former. Later the 

Interior Minister sent to all provinces a draft of statute as a possible template for future savings 

banks. L’Aquila once again revised its draft and eventually obtained its savings bank in 1859, just 

before the regime’s fall.211  

In 1847 the Province of Principato Citeriore was also asking for the establishment of savings 

banks in each of its districts, depending on the central one in Salerno.212 ‘Only’ seven years later, 

the province solicited at least the creation of that in Salerno; the king in his turn solicited advice 

from the Advisory Council, but nothing ensued.213 Also in 1847 the province of Terra d’Otranto, 

in Apulia, had proposed – without success – the foundation, with state aid, of provincial banks to 

finance agriculture and land reclamations.214 The same play, starring provincials soliciting the 

king and the king soliciting the Advisory Council to no avail, was played out in 1855 when 

Calabria Ultra Seconda proposed the establishment of a network of local savings banks linked to a 

central one in Naples to be put under the direct control of the Finance Minister.215 In early 1858 

the Interior Ministry was still waiting for the report of the Advisory Council.216 As a result, the 

only savings banks founded in the kingdom before Garibaldi were in Castel Sant’Angelo (1847), 

L’Aquila (1859), Teramo (1860) and Campobasso (1860),217 plus a couple in Naples, managed by 

the Banca Fruttuaria and Società di Assicurazioni Diverse.218 

Sometimes it was the Advisory Council which did not respond, other times obstructionism 

was due to the local administration, as in the case of the Intendant of Calabria Ultra Seconda, who 

after two years had still not replied to the ministry on the issue of farm loan banks proposed by 

Catanzaro. 219  Besides inefficient bureaucracy, the main issue concerning provincial credit 

institutions was the lack of capital. In the provinces, those who had capital either used it to 

finance their own business or lent it at usurious rates, while those who did not could only apply to 

the central government, which however was only willing to approve self-financing projects. In 

1851 the Province of Capitanata, hit by bad harvests, asked for a discount branch of the Bank of 

the Two Sicilies. A credit institution was badly needed since the underpopulated province was 

divided into large estates the owners had no capital to exploit (but on which of course they had to 

pay taxes). The government excluded a branch, but favoured the second proposal put forward by 

the province, that of a joint-stock bank. In such a context, the problem was of course to find 

shareholders for the bank and notwithstanding the government’s sympathetic attitude until 1854, 

the project disappeared without a trace.220 

The problem of funding was compounded by the risk of mismanagement. In 1851, reporting 

on the request by Taranto for a discount house financed by the state, the Regent of the Bank of the 
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Two Sicilies cast doubts on the possibility of recruiting enough trustworthy businessmen in town 

to honestly run it. Even in Naples this was hard. If tough legislation on embezzlement was not 

enough to prevent provincial treasurers from stealing, who could guarantee the fair management 

of a local discount house in the hands of a few traders? If they wanted their own bank, they should 

found one with private means, as in every other country. After 1849 the state of public finance 

was such that waiting for support from the Treasury was a ‘forlorn wish’. Moreover, the Regent 

argued, local merchants indirectly benefited from the Discount House in Naples whenever their 

bills where endorsed by a Neapolitan house of good repute.221 What the Regent seemed to forget 

was, of course, that endorsements had a price – a cost for provincials and a rent for Neapolitans, 

solely enjoyed because Naples was the only city with a public discount house discounting at rates 

lower than 6 per cent. In 1859 Taranto made renewed efforts to get this time a more modest pawn 

bank but was stopped abrutply at provincial level for not providing the needed funds.222  

Despite the real danger that credit institutions in the provinces could be ultimately 

monopolised by a tiny elite, their absence was a blessing for merchant bankers. Due to lack of 

capital, the olive oil producers of Palmi and Gerace, in Calabria Ultra Prima, were subject to the 

‘harshest law’ of the merchants of the port of Gioja, who, besides lending at usurious rates, forced 

them to sell their crop in advance on unfavourable terms. They were therefore asking permission 

to establish a discount house financed with an increase in the duties levied on olive oil barrels 

shipped from Gioja. The government, however, though praising the initiative, found the duty 

increase ‘reprehensible’. The province then, ‘not daring to beg of the Royal Treasury to anticipate 

the necessary capital’, proposed to ask national and foreign trading houses for funds, a proposal 

which received the government’s blessing. Given the premises of the original request – the lack of 

capital and the usury practiced by local wealthy merchants – it is not surprising that nothing 

ensued.223   

While the government was always ready to give moral, instead of financial, support, the 

Bank of the Two Sicilies strenuously opposed the creation of a branch network for decades. Its 

short-sightedness had many reasons. The first was prudence. Branches entailed risks, costs and a 

more complicated structure. In a country where communications were so bad and corruption so 

widespread, supervising branches and funding them was a nasty business. The second was lack of 

competition. The most powerful incentive a bank of issue had to expand over the territory was the 

possibility of spreading its notes, while the fedi of the Bank of the Two Sicilies already circulated 

across the country thanks to the network of local tax receivers. Furthermore, no competitor ever 

challenged the Bank, which had therefore no reason to adopt a more aggressive strategy. Rather 

than being driven by profit, as a public institution and a deposit bank it was committed to ensuring 

the safety of its (Neapolitan) deposits. On the issue of branches it was inexorable compared to the 

government. This might have been due to its superior expertise in banking matters, which made it 

appreciate impediments the latter did not perceive. But it is hard to believe that this stern attitude 

did not partly reflect, rather than the interests of the Treasury alone, those of the merchant elites in 

Naples, whose supremacy could only be undermined by financial development in the periphery. It 

is indeed worth noticing that the management of the Bank of the Two Sicilies always objected to 

branches as a burden. It always complained that it would have to provide them with funds, but 

never considered that, even in the absence of lucrative business, the safety of the deposit and 

payment system offered by a branch would be enough to attract private deposits, thus ensuring its 

liquidity. 

                                                                 
221 ASN, MF, I rip, II car., b. 11898, f. 4788, Ciccarelli to the Finance Minister, 29 Nov. 1851.  
222 ASN, MI, III inv., b. 563, f. 26. 
223 Ibid., b. 566 (2), f. 18. 
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Apart from the two in Sicily, until 1857 in the kingdom there was no branch of the Bourbon 

bank. In November 1848 the Bank had opened two temporary agencies in Bari and Gallipoli to 

change fedi into specie and vice versa only to close them in August 1849, probably because of the 

Treasury’s financial difficulties.224 In 1852 Foggia asked for a temporary agency at the time of the 

local fair. A temporary agency only eased the fedi exchange, which in principle was already 

guaranteed in the periphery, so that this time, after the expensive experience of Bari and Gallipoli, 

the Bank limited itself to promising to send fedi to Foggia in case of shortage.225 A year before 

Chieti had been more ambitious in asking for a branch, but met with the hostility of the Bank’s 

Regent, who dismissed provincial branches as both ‘superfluous’ and ‘expensive’.226  

The only branch opening on the mainland before unification was that in Bari, for which the 

city had petitioned since the 1840s. Bari, the main port for olive oil export, was one of the largest 

cities on the mainland, although with its 20,000 inhabitants it was dwarfed by Naples, twenty 

times bigger.227  In the words of its local administration, ‘Bari [was] the most populous and 

mercantile city of the Kingdom after the Capital’, whose ‘location … would lead it to great 

prosperity’ if institutions like a bank were introduced.228 And a bank was indeed needed, judging 

from the unflattering portrait offered by Carlo De Cesare of the local credit markets: 

[t]rade in Bari, if considered in general, is nothing else than shameless monopoly, usury-

based theft, disgraceful agiotage. … Internal trade in particular is a festering wound 

compromising agricultural life, something that instead of trade should be called commercial 

retaliation, a deadly trap for agriculture and secondary industries.229 

Already in 1842 the city had asked for a branch of the Bank of the Two Sicilies that would also 

provide pawn loans. What the city aimed at was not simply a deposit bank or an agency for the 

exchange of fedi. It wanted a de facto bank of issue putting into circulation more notes than actual 

deposits, since ‘with the issuing of banking paper the number of monies [would be] increased, and 

trade enlivened’. ‘[T]hanks to the useful establishment of a Bank, interest rates [would be] 

moderated, the discount of bills of exchange eased, idle capital taken from inaction and resources 

created for trade, agriculture and industry’. Its aspiration was less obvious than it seems, since in 

Sicily itself discounting activities only started in 1859. Bari’s wish was renewed in 1847 and in 

1851 it was eventually taken into account by the king. The problem was again funding. Bari 

proposed to rely on idle funds from local administrations and the cash payments due in the 

province to the state. The government, by contrast, wanted a bank financed by commercial 

houses, which would be possible, Bari replied, only if the government used its influence to 

convince them. The government, apparently, did not even try. In 1857 Bari was asking again for a 

credit institution. Due to the penchant of Southerners for imagining each bank as a chimera 

resulting from the mixture of several kinds of banks, this was described as a ‘savings and discount 

bank’, founded with private and public means and issuing banknotes to the advantage of farmers 

and industrialists alike. It ended its petition asking for the establishment in every township of 

either pawn banks, discount banks or grain mounts depending on the respective means and 

needs.230  

                                                                 
224 Demarco, Il Banco delle Due Sicilie, pp. 348–50. On temporary agencies, see also Ch. 8. 
225 Demarco, Il Banco delle Due Sicilie, pp. 368–9. ASBN, PBDS, AD, b. 468, f. 4, Finance Minister to 

Ciccarelli, Naples 20 Apr. 1853 and Ciccarelli to the Minister, Naples 6 May 1853.  
226 ASBN, PBDS, AD, b. 468, f. 4, Ciccarelli to the Finance Minister, Naples 30 Dec. 1851.     
227 Dias, F., Dizionario delle comuni del Regno delle Due Sicilie (Napoli, 1841), p. 70.   
228 ASN, MI, III inv., b. 562, f. 155, ‘Banco e Monte di pegni in Bari’, 1851.     
229 De Cesare, Intorno alla ricchezza pugliese, p. 89. 
230 ASN, MI, III inv., b. 562, f. 155 
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This time it was successful. ‘Having regard to the ever-growing prosperity of agriculture and 

industry, the progressive increase of trade and the large inflows of capital into [the] Realm’, the 

king eventually granted the longed-for branch. The new branch collected deposits from private 

citizens and the public administration against the issue of fedi, which had to be accepted and 

changed into specie on demand by all local treasuries in the kingdom.231 Trade between Naples 

and Bari could now be easily settled in fedi, while bills drawn on Bari could be discounted in the 

capital and vice versa.232 As a further mark of royal favour, a year later – on paper at least – the 

city obtained a stock and commodity exchange, whose building was promised together with many 

others in February 1859 during the last visit of Ferdinand II to the city.233 

A bank, however, was not a panacea against usury. Early on the Bank of the Two Sicilies 

began receiving complaints from merchants in Bari against the branch’s management, accused of 

being but a gang of robbers supervised by an inept president. Apparently, members of the 

discount committee deterred clients who were not to their liking from turning to the bank, while 

they accepted bills from relatives and friends, some of whom were from out of town (which was 

against the rules) and who in turn discounted at high rates to all other merchants. Many were 

‘tired of suffering’ from ‘immoral men’ managing the branch ‘in a disgusting way’ and 

perpetuating the usury the branch was supposed to eradicate. We do not know whether such 

allegations were actually true or coming, for instance, from moneylenders losing their grip on the 

market or bad clients turned down by the bank. But there had to be a grain of truth in them, as the 

president at least proved actually inept at convincingly defending himself and his colleagues 

before the Bank’s Regent in Naples. Managing from far away a branch in a city controlled by a 

clique of merchants, however, was not easy, so Naples could only urge Bari to stick to the 

rules.234   

For the branch in Bari had to pay also the neighbouring provinces of Capitanata235 and Terra 

d’Otranto, although, particularly for the latter, the branch was of little use. Terra d’Otranto had 

nothing to do with Bari. It mainly produced olive oil, which was traded on the Naples Exchange 

and sold against imports from the capital. Lecce, the provincial seat, was therefore asking for its 

own branch.236  Although the city, the Provincial Intendant maintained, was favoured by ‘its 

location, atmosphere and intellectual gifts’, it lacked, not the natural, but the ‘artificial resources’ 

for economic growth, namely credit. Production revenues were for the most part absorbed by 

wages and high interest rates. Worse still,  

most of the profits … are absorbed by Foreign merchants and traders, who exploit the needs 

of producers and do not regulate olive oil prices according to their own demand but to the 

offers of those who need to sell. 

A branch would ‘centralise a large amount of money, at the time idle in the chests of the niggard 

and the wealthy capitalist’. Moreover, it would ‘moralise’ moneylenders, inducing them ‘to put 

their money into social circulation at an affordable rate’. This way it would introduce ‘the moral 

element, if not out of virtue, at least for the sake of necessity into the calculations of reason’. 

                                                                 
231 RD 18 May 1857, no. 4072, in Coll. LL. DD. 
232 ASBN, PBDS, AD, b. 470, f. 3, ‘Regolamento’, 1858. 
233 RD 20 Dec. 1858, no. 5456, in Coll. LL. DD.; RD 3 Feb. 1859, no. 5549, in ibid. See also Schisani, La 

Borsa di Napoli, p. 199. 
234 ASBN, PBDS, AD, App., b. 43 (ex 65), f. 12 and ASN, MF, I rip., II car., b. 12040, to Ciccarelli, Naples 
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1858, no. 5440, in Coll. LL. DD.   
236 ASBN, PBDS, AD, App., b. 32 (ex 54), f. 6, minutes of the Deputation for Public Works of Terra 

d’Otranto, 17 June 1858.   
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Reason, in turn, ‘freed from a passion so blind and violent as that for gold and restored to the 

height of its Divine mission’, would rule men in such a way as ‘to make them unworried and 

cheerful notwithstanding that inequality of conditions which [was] one of the wisest and most 

providential laws of God’s infinite sovereign mind’.237  

The wish of Terra d’Otranto went unfulfilled and Lecce would have to wait until 1870 to 

have its own branch (Table D.1). More fortunate, at least on paper, were Reggio and Chieti. As 

usual, the Regent of the Bank of the Two Sicilies dismissed the request for a branch made by 

Reggio in 1857, questioning the economic importance of Calabria in general and the town in 

particular, which, moreover, was close to Messina and its branch of the Bank of the Royal 

Domains Beyond the Lighthouse. This disdainful judgement was rather unfair, overlooking the 

town’s growing silk industry and the fact that access to the Messina branch was only possible 

through Sicilian merchant bankers. Unlike in previous times, the government simply chose to 

ignore the Regent’s advice. During 1858 the Bank of the Two Sicilies was thus charged with 

finding suitable premises for the branch.238 Eventually, in February 1860, the new king, the young 

Francesco II, son of Ferdinand II, decreed the establishment of two branches of the Bank of the 

Two Sicilies in Reggio and Chieti. Like Bari, they would also provide pawn loans, discount bills 

and collect the money due to the Treasury from the provincial tax receivers. Furthermore, both 

towns were also granted their own stock and commodity exchange.239 Needless to say, due to 

political events both branches only opened ten years later (see Chapter 35).  

Although tempting, it would be unfair to interpret the changed attitude of the government 

towards credit in the periphery merely as a desperate, last-minute attempt to regain political 

support in a period of instability marked by the irresistible ascent of the Kingdom of Sardinia after 

the defeat of Austria in the Second War of Independence in 1859. Instead, as chronology 

suggests, this should be related to improved public finances and economic growth,240 which, 

progressing notwithstanding financial constraints, prompted the government, though belatedly, to 

revise its former views. Its banking policy had already started to change thanks to the granting of 

a branch in Bari in 1857 and two discount houses in Sicily a year later, when the enemy was still 

far from the gates. In September 1859, after ten years, it had eventually decided to restore the 

mutual exchange of fedi (riscontrata) between Sicily and the mainland. Furthermore, bills of 

exchange drawn on Palermo and Messina could now be discounted in Naples or Bari, and vice 

versa.241 But as 1860 approached, banking reforms inevitably became part of the ill-conceived 

strategy of the Bourbons to soothe the country and switch to more progressive policies, 

culminating in the long-delayed and maladroit adoption of a constitution in June 1860. The 

appointment by the new constitutional government led by Prime Minister Spinelli of a 

commission entrusted with the study of banking and monetary reforms including the 

establishment of land banks and crédit mobiliers and tackling the financial needs of the provinces 

is clearly to be read in this light.242 

                                                                 
237 Ibid., Carafa to Ciccarelli, Lecce 29 Apr. 1859.  
238 On the establishment of the branches in Chieti and Reggio, see ASBN, PBDS, AD, b. 515, f. 12 and b. 

482, f. 1. See also Demarco, Il Banco delle Due Sicilie, pp. 391–3. 
239 RD 11 Feb. 1860, no. 644 and RD 31 Mar. 1860, no. 757, in Coll. LL. DD. 
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241 RD 15 Sept. 1859, no. 331, in Coll. LL. DD.   
242 See Demarco, Il Banco delle Due Sicilie, p. 405. 
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For over forty years financial development in the provinces had been hindered by the lack of 

initiative and means from both the private and public sector. Both the central and the local 

government would have welcomed new banks, provided they did not have to pay for them. The 

Bank of the Two Sicilies, as a public institution as well as a market hegemon partly responding to 

the private interests of the Neapolitan merchant elites, had no reason to pursue territorial 

expansion. In the provinces, those who most needed a credit institution were by definition unable 

to finance it and local moneylenders, however willing to appropriate the funds of a public bank 

set up with state money, were not equally inclined to found their own. For the state, actively 

promoting banking development in the periphery would have meant hurting the susceptibility of 

the major merchant bankers of the capital, who were also its main financial supporters, and 

possibly also of those in the provinces. Not doing it meant stifling economic growth and 

displeasing everybody else. Confronted with this trade-off, it never took a clear stance. Instead, it 

lived from day to day, encouraging in particular grain mounts and mounts of piety, and for the 

rest leaving things to take care of themselves. When the economic conditions of the kingdom 

were finally good enough to start seriously thinking of financial improvements in the provinces, it 

was too late. Had the ‘Italians’ arrived just a few years later, credit conditions in the provinces 

would probably have been much better and the Bourbons would have been remembered for 

something more than an impressive series of abortive banking reforms.  
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8 

Like a Small Bank in the Provinces? 
 

 

 

[H]igh administrative views of the general good demand that all [royal] chests be a sort of small Bank in 

the provinces.   

GIOVANNI D’ANDREA243 

 

The payment system based on deposit notes has been for centuries the pride of Southern Italy: at 

least until a few years ago fedi were still issued by the Bank of Naples (heir of the Bank of the 

Two Sicilies) despite its takeover by Intesa Sanpaolo. Legally equated in many respects to 

cheques, in modern times bank clients have continued to occasionally use them as orders of 

payment subject to the fulfilment of conditions set by the drawer.244 Understandably, the almost 

legendary success of this credit instrument has long since become one of the main elements of the 

myth of a Southern Golden Age ended with unification. Unlike most banks of issue, the Bank of 

the Two Sicilies had almost constantly been able to ensure note convertibility, with the exception 

of a brief parenthesis at the apex of the 1821 crisis. Since the beginning of the revolution the Bank 

had been losing reserves because of runs and military expenses. Between 8 and 31 March 1821 it 

was forced to suspend convertibility. This shortage of cash, however, was also partly due to the 

private speculations of tax receivers, who, instead of replenishing the Bank’s coffers with the coin 

collected, lent it to moneychangers, who were enriching themselves on the fast depreciation of 

fedi. To prevent receivers from paying the Bank with paper rather than cash, the government had 

to limit for a few weeks the acceptance of fedi by royal cashiers. But on 31 March they could be 

exchanged into specie again.245  

This shows both the care of the Bourbon government in ensuring note convertibility – which 

was never again suspended, however close to bankruptcy the state was to be in the following 

years – and that of public officials for their own business. As previously mentioned, one of the 

first concerns of de’ Medici, after the Bourbons came back to power in 1815, had been to spread 

the circulation of fedi by requiring all royal cashiers, from receivers to state lottery offices, to 

accept and exchange fedi for specie. To encourage them to comply, public officials were entitled 

to a percentage on the total amount of fedi delivered.246 This was a major breakthrough. While 

previously fedi could only be exchanged in Naples, de’ Medici had created a reliable payment 

system in paper for the whole country. This of course entailed saving costs for specie transport. 

Moreover, as fedi were endorsed in favour of the public official specifying the purpose of 

payment, it also made embezzlement more difficult. But most importantly, by increasing the 

public confidence in fedi the Bank of the Two Sicilies would be able to reduce its reserve ratio 

and finance the government. The state was therefore accepting fedi as legal tender, while private 

citizens still retained the right to refuse them. This way de’ Medici could meet his goals without 

incurring the wrath of the public – still attached to ‘real’ money – and in fact favouring it.   

                                                                 
243  Finance Minister D’Andrea in 1836, cit. in Demarco, Il Banco delle Due Sicilie, p. 303. 
244 I owe this information to the director of the Historical Archive of the Bank of Naples, Eduardo Nappi. 
245 ASBN, PBDS, AD, b. 160, f. 1 (3). 
246 This obviously applied in normal times, while during a crisis like the one in 1820/1 coin would have 

been more welcome. 
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Thanks to his ingenuity, the Kingdom of the Two Sicilies was able to reach a degree of 

monetary integration and spread of paper circulation higher than any other Italian state at the time 

(Figure C.1). Its payment system, however, worked much less smoothly than nostalgics presume. 

Although in theory specie change was ensured also in the provinces, in practice it was often 

hindered by monetary tensions due to regional trade flows and the misconduct of local treasurers. 

The state rhetoric emphasised the role of provincial treasuries to such an extent that echoes of this 

can still be found in the contemporary literature. In the government’s view the network of 

provincial treasuries was equivalent to a branch network of the Bank of the Two Sicilies, an 

excuse often repeated in order to refuse permission for the establishment of a local branch. The 

Bank in particular used to put too much emphasis on this aspect. In 1841 it claimed for instance 

that by providing for specie change across the country, the government had ‘overabundantly’ 

fulfilled the wish of Enlightenment economists to create a network of provincial banks.247  

This was of course stretched a bit too far. Local treasuries were only allowed to exchange 

fedi but not to issue them, as they could not accept private deposits, nor were they providing 

credit. Even on the part of an old-fashioned deposit bank like that of the Two Sicilies calling them 

– with a common wording – ‘small banks’ was too flattering. But apart from the scope of their 

services, the major difference lay in their nature as public agencies which had to serve first public 

and then private interests. While for a private bank of issue ensuring note convertibility was vital, 

failing which it would lose all of its credit, the government was willing to ensure it, but not at all 

costs. A bank of issue would regulate its discounting activities so as to keep a proper reserve ratio. 

The amount of cash in a local treasury, by contrast, merely resulted from tax payments and 

payments on behalf of the state, while the amount of fedi on the local market depended on trade 

flows connecting, directly or indirectly, the province to Naples, until 1858 the only city on the 

mainland where fedi were issued. Local treasurers thus could not, at least legally, influence in any 

way the proportion between fedi and their own reserves. When the latter were insufficient to 

ensure convertibility, they could only apply to the central government for extra funds from Naples 

or neighbouring provinces, which were then granted on an ad hoc basis depending on the current 

state of the Treasury. At the core of the provincial payment system there was therefore a conflict 

of aims between the ordinary Treasury service and specie change on behalf of the Bank of the 

Two Sicilies. The government had set up an ideal system ‒ whereby fedi were exchanged at their 

nominal value all over the country ‒ that worked only on paper. Its actual functioning was rather 

different owing to the needs of the Treasury service – and the greed of treasurers. 

‘In the province, fedi [were] bought like gold [was] in Naples’,248 that is fedi were traded as 

an alternative means of payment at their market instead of nominal value like gold, which, unlike 

silver, was not legal tender and served for international transactions. Whereas massive imports in 

Naples required gold, in the provinces fedi facilitated regional trade. In Foggia and its entire 

province, for instance, fedi ‘enjoyed the absolute trust’ of the public ‘so that they [were] anxiously 

sought by all sort of people, especially traders’, the Provincial Intendant wrote.249 In Chieti during 

the same period they were so sought after, that they enjoyed a premium over specie.250  

In 1831 the question was raised of whether local treasurers could put into circulation fedi 

they had received from the public. It seems a minor question, but it casts light on the circulation 

of fedi in the periphery and the interests of the Bank of the Two Sicilies. In the absence of a 

branch of the Bank, the only way besides trade to get fedi or to exchange them with fedi of larger 

or smaller denomination was through moneychangers or, more commonly, local treasurers, who 

                                                                 
247 Ibid., f. 1 (1), Ciccarelli to the Finance Minister, Naples 29 Dec. 1841. 
248 Ibid., f. 4, ‘Nota’ [1831]. 
249 ASN, MF, I rip., II car., b. 14338, Intendant of Capitanata to the Finance Minister, 26 May 1860. 
250 Ibid., Intendant of Abruzzo Citeriore to the Finance Minister, 28 May 1860. 
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willingly lent themselves to that purpose – but not for free of course.251 In 1827 a stringent 

circular from the Finance Minister had threatened with destitution all treasurers changing fedi into 

specie at a premium. 252  To prevent any infringements by local treasurers, Finance Minister 

D’Andrea now wanted to forbid them also from putting fedi they received into circulation again 

but he met with the fierce opposition of the Bank of the Two Sicilies. The Bank did not care for 

the correctness of the public service, its sole concern was to delay specie change at its counters as 

much as possible:  

[i]t is of the utmost interest to the Bank that its notes return for realisation as late as possible; 

to that end, any disposition limiting their trade or shortening their course in negotiation is not 

compatible with the interests of the Bank itself. 

It therefore looked with sympathy at local treasurers, who thus ‘were formally acting as bankers’ 

across the country. Was it therefore wise, the Bank admonished the Minister, to turn these ‘small 

banks’, the treasuries, into ‘purely passive’ banks? 253  Local treasurers were akin to 

moneychangers in Naples, with the only difference, the Regent noted, that they enjoyed the 

Bank’s support (together with that of taxpayers, a detail he incidentally forgot to mention). 

This facilitates and promotes the commerce of paper money in the province, and only thanks 

to this negotiation can the situation of the Bank be considered satisfactory enough, 

he remarked.254 If the Minister really intended to carry out the project, then he had at least to 

instruct the treasurers confidentially so as not to discredit the Bank’s notes in the provinces. The 

same argument was repeated by a study commission of the Court of Auditors, which argued that  

nothing is more sacred and conducive to social well-being than keeping the credit of bank 

notes, as they represent the most precious part both of the state’s wealth and of the deposits of 

the public Bank  

and that no advantage, like saving transport costs by sending to Naples fedi instead of coin, could 

compensate for the disadvantage of making their change more difficult in the periphery. The 

Minister then, understanding that his plan would do more harm than good, relinquished his 

projects and decided to leave things as they were. In 1844 the Treasurer General of Sicily raised 

the question again. Some officials of the Second Bank of the Court had answered erroneously that 

local treasurers could never put fedi paid to them into circulation again, but their mistake was 

soon corrected by the Bank’s headquarters. It is noteworthy that inside the very administration of 

the Bank of the Two Sicilies there were still doubts about the ‘rules of the game’, but still more 

interesting is to notice how the government itself, unlike the Bank, found it sometimes difficult to 

set its own priorities. It wanted treasurers to ensure specie change for fedi at no cost. It tried, if 

possible, to reduce costs of specie transport, which at times could even mean refusing to send coin 

from Naples to enable treasurers in trouble to change fedi, or encouraging them to make their 

payments to the central administration in fedi, which in this way however were subtracted from 

the provincial markets.255 It wanted to make fedi as attractive as possible but was not always 

willing to pay the price. 

In 1827 it had issued strict and peremptory commands to change fedi into specie if the 

treasurer had enough funds, and if he had not, he had to do everything in his power to find them 
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253 Ibid. 
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and exchange, and all this without any additional charge.256 The Treasurer General of Catanzaro, 

for instance, had been forced in 1836 to raise cash on the market ‘at whatever interest rate’ to be 

able to change fedi and pay the troops (one of the main items of expenditure which had to be 

settled in specie). That year, the Treasury Council established that in case of cash shortage the 

priority had to be given to the regular Treasury service, suspending, if need be, exchange in 

specie.257 But up to 1860 at provincial level there was still occasional disagreement on the issue258 

‒ not always for purely disinterested reasons, as suggested at the end of this chapter. 

Fedi could bear a premium on specie, but the reverse was more frequently true. This was 

typically the case with rich harvests, bought by Neapolitan merchants with fedi, which thus 

accumulated on production markets.259 The inflow of fedi in the provinces could be so large as to 

make local treasurers unable even to pay their own employees.260 In this case, if Naples did not 

provide additional funds, the provinces either were left with ‘worthless paper’ or had to pay a 

high premium to ‘money speculators’.261 Sometimes the ‘money speculators’ were the treasurers 

themselves, who either profited from an actual cash shortage or faked one to illegally require a 

premium to change fedi into specie. More often, they probably simply used all the cash at their 

disposal to change fedi – apparently free of charge – from moneychangers and large merchants 

who were then able to monopolise the local exchange market. This might explain the apparent 

contradiction between intendants and local treasurers, claiming all the time they were performing 

their duty at no cost,262 and the common complaints about exchange premiums,263 even without 

assuming that the former were blatantly lying.  

The Bank of the Two Sicilies was concerned about private speculation whenever it limited 

the acceptance of fedi. If in the provinces there was a premium but provincials were still willing to 

accept Neapolitan notes, everything was fine, otherwise, if due to local speculations they insisted 

on being paid in coin, the Bank had to intervene, since Neapolitan merchants were forced to 

withdraw specie from their deposits to pay for their purchases in the periphery.264 By so doing the 

Bank was championing the interests of the Treasury, which needed fedi to flow as much as 

possible, as well as those of the Neapolitan merchant elites. By paying with fedi, Neapolitan 

merchants were saving the costs of sending specie. Provincials, however, when trade flows were 

such that they could not use fedi for their own purchases, were burdened with the cost of changing 

them into specie at a premium, whenever local treasurers did not have enough money or were not 

honest enough to do it gratis. Furthermore, whenever change at the local treasury was impossible 

or too expensive, provincial producers had to change fedi with moneychangers or wholesalers, 

who were likely to be either the agents of the main commercial houses in Naples or their business 

partners. When this was the case, Neapolitan merchants were able to exploit the monetary system 

to get an implicit discount on their purchases. If they sent fedi for 1,000 ducats to pay their 

purchases and their same agent exchanged them back with a premium of 3 per cent, they had, it is 
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262 E.g. ASBN, PBDS, AD, b. 160, f. 1 (1), ‘Sunto delle risposte alla Ministeriale de’ 22. Gen.’. 
263 On complaints in Sicily, see Demarco, Banca e congiuntura, p. 174. 
264 ASBN, PBDS, AD, b. 160, f. 1 (1), Ciccarelli to the Finance Minister, Naples 29 Dec. 1841. 
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true, to send some coin to their agent, but in terms of silver they were actually paying for their 

purchases not 1,000 but 970 ducats, minus the costs of sending specie and a commission fee to 

their agent. This was a discreet way to defraud of their due even those wealthy producers they had 

not been able to cheat through sale credits. As a result, less cash left Naples, which made both the 

government and its bank happy, while Neapolitan merchant bankers could enrich themselves by 

controlling not only distribution and credit but also the monetary market.  

Due to the complaints regarding specie change in Apulia, in 1848 the Bank of the Two 

Sicilies had opened two agencies in Bari and Gallipoli, but after their closure it had no intention 

whatsoever of repeating the experiment (see Chapter 7). Not only they had been ‘expensive’ for 

the Treasury, it claimed, but had been ‘undermining’ the Bank, leading to its ‘destruction’. The 

temporary agencies had proved ‘extremely useful for local merchants and landowners’, but had 

the government been willing to grant the same facilities to the other provinces as well, coin would 

substitute fedi in the periphery. To avoid this, it was better for provincials to continue to bear the 

‘lightest expense’ of changing fedi at a premium, which furthermore encouraged them to use them 

whenever possible.265 The Bank of course did not want premiums to be so high as to discourage 

the acceptance of fedi but at the same time had no objection to moderate ones. After all, the whole 

payment system had been designed to retain as much silver as possible in Naples, at the 

Treasury’s disposal. The provinces could receive extra funds from Naples to increase the public 

trust in fedi, but once this aim had been achieved, there were neither enough means nor any 

interest in making the mechanism work perfectly. On the contrary, if the provinces ran a trade 

surplus with Naples, its shortcomings were more beneficial to the state and the capital’s merchant 

bankers than its flawlessness would have been, as they mismatched trade and monetary flows.  

The Treasury was therefore not too eager to send extra funds to the provinces, yet not always 

just in order to keep its money or save specie transport costs. Knowing its treasurers all too well, 

it was afraid of providing them with capital for their private speculations.266 In the mid-1850s it 

had had for instance good reasons to doubt that the cash shortage in Cosenza was entirely due to 

the business cycle of the local silk industry.267 The poor Receiver General of Calabria Citeriore 

was so short of cash that he had to use his own or borrow it from friends to make payments due in 

specie. In the province, he claimed, there were hundreds of thousands of fedi which the Bank of 

the Two Sicilies itself could hardly exchange. However, he urged the Ministry of Finance not to 

send fresh capital to the district treasurers, as they used it to change fedi at a premium, which they 

then dumped on him instead of coin. For quite some time in the province ‘all public cashiers [had 

been able] without exception [to] avail themselves of the Government’s money’, while he was not 

able to pay for the troops, the military hospital and public employees. 

While speculators easily changed the fedi they had collected at other district treasuries, he 

had become but a ‘mere collector of paper’ and the public depended on the ‘sympathies of 

second-rank clerks’. Moreover, when the latter had their own commodity business besides their 

public employment, they of course used public money to change their own fedi first. The only 

way to resolve monetary tensions in the province to the advantage of the state was first to make 

sure that treasurers duly delivered the coin they collected to the Receiver General and that they 

exchanged fedi only with coin in excess. Only once they had fulfilled their main duty could the 

government send some extra funds, as it could then be sure that its own needs would not be 

subordinated to those of the public to the sole profit of its employees. But the Receiver General 

was apparently the only honest man around, because ‘his fervent prayers’ with which he sought 

                                                                 
265 Ibid., b. 468, f. 4, Ciccarelli to the Finance Minister, Naples 30 Dec. 1851. 
266 Another reason was to avoid sending money to local treasuries when these had to send it back soon as 

taxes. See ASN, MF, I rip., II car., b. 12010, Treasurer General to the Finance Minister, Naples 29 Nov. 1854  
267 Ibid., Treasurer General to the Finance Minister, Naples 1 July 1854. 
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the help of the other provincial authorities ‘fell on deaf ears’.268 Which, incidentally, was a good 

pretext for Naples for refusing to send the money. 

During the first half of the nineteenth century, the Kingdom of the Two Sicilies was the only 

Italian state where notes circulated and could be changed into specie across the whole country. 

This payment system, however useful for the private sector as a whole, had been primarily set up 

to finance the government and, secondarily, the Neapolitan merchant bankers (clients of the Bank 

of the Two Sicilies).269 As they were both interested in spreading fedi across the periphery as a 

means to retain specie in the capital, they were not exceedingly concerned with the frictions of 

this system at provincial level, which at times could even contribute to this very aim. Fedi were 

indeed changed into specie in the provinces. Depending on the circumstances, they could even be 

changed without any premium. But at the core of the system lay the unspoken idea that 

provincials had to pay for this service. If the taxes collected at provincial level were enough to 

change inflowing fedi at par, fine. Otherwise it was not so easy to get the money from the 

Treasury in Naples. But since local producers were usually paid in fedi by Neapolitan 

wholesalers, they might not be able to accumulate enough specie to guarantee their change at the 

local treasury by paying their taxes in coin. When this happened, fedi were therefore almost 

inevitably traded at a discount. The mismatch between the productive and the monetary structure 

of the economy thus created a rent for Naples which had to be borne by the provinces.  

The duty of provincial treasuries to exchange fedi on demand did not automatically transform 

them into ‘small banks’. They were in fact not always able to provide for note convertibility and 

certainly did not provide the main advantage usually connected to paper money, namely cheaper 

credit, which was the privilege of Naples alone.270 Paradoxically, however, had this payment 

system worked perfectly well, it would have hindered banking development anyway, because it 

would have further reduced the incentives for the Bank of the Two Sicilies to build its own 

network of branches. 

  

                                                                 
268 Ibid., Receiver General of Calabria Ulteriore to the Finance Minister, Cosenza 12 July 1853. 
269 The more fedi circulated, the more the Bank could provide credit to both the government and its clients. 
270 As mentioned in Ch. 7, provincials could access Neapolitan credit markets only through Neapolitan 

intermediaries.  
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9 

Conclusions 
 

 

 

Throughout its enitre history, from 1816 to 1861, the Kingdom of the Two Sicilies was neither a 

paradise abruptly destroyed by Northern colonisers nor a sort of barren, hopelessly backward 

wasteland, as is sometimes suggested. It was, on the contrary, a bewildering mixture of 

‘advantages and disadvantages’, as Consul Goodwin would say, which however had less to do 

with fine weather and fiery volcanoes than with political and social conditions. Internally the 

state, though often blamed for being too authoritarian, was in fact not strong enough.271 The 

country was large and diverse and local powers were still able to exercise undue influence on the 

economic and social life of their territories. This was particularly true in Sicily and it is not by 

chance that the spark which set the kingdom on fire was ignited there. The island and the 

mainland, instead of merging over time, drifted apart. Previously two autonomous kingdoms 

under the same sovereign, they had been separated during the Napoleonic Wars, the former as an 

informal British protectorate and the latter as a French satellite, and had been reunited as one 

kingdom only in 1816 under the official name of Kingdom of the Two Sicilies. But unity was 

never really achieved, as the insurrection of 1848 tragically showed. Naples brutally reconquered 

the island – which earned it Sicilians’ hatred and Europe's blame – while at the same time 

granting it a separate administration which embodied the profound divide between the two parts 

of the kingdom and their inability to overcome it.  

 Geopolitically the kingdom was in a strategic position but, though strenuously isolationist, 

with its assertive policy at home and its attempts to break free from the trap of underdevelopment 

through a protectionist trade policy, it did not attract the sympathies of France and Great Britain. 

The state’s support to manufacturing contributed to alienate its landed elites, while industrial 

development, as is typical at this stage, was still clustered around a few areas, the largest of which 

lay around Naples. From the point of view of transport, production and particularly financial 

activities, by 1861 the country was still highly fragmented, divided into many separate markets, 

easily dominated by those few wealthy and cunning enough to navigate them and exploit at their 

own advantage the shortcomings of the system. 

While since unification much of the blame for the disastrous fiscal conditions of the new 

state has been put on the South, portrayed as an inefficient country burdened with debt and at the 

same time guilty of not investing enough in productive activities and infrastructure, the advocates 

of the Bourbon regime have always emphasised its sound fiscal policy, reflected in the high prices 

of Neapolitan rentes at home and on the Paris stock exchange.  The Kingdom of the Two Sicilies, 

as was to happen even more dramatically to Italy, was born in debt, accumulated during the 

Napoleonic Wars and increased by the expenses of restoring Bourbon rule. Public debt increased 

even further with the uprisings of 1820/1, as the kingdom had to maintain Austrian troops on its 

territory for many long years. Its priority thus become to avoid default. Before 1816 it had already 

experienced the troubles of monetary inflation due to war. This time, however, it had to repay 

debt held mostly abroad and prevent a new collapse of the economy. The only way out was 

therefore austerity, which, though sacrificing public investment, was nonetheless necessary to at 

                                                                 
271 Which, one might argue, is sometimes just the other side of the coin. 
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least partly restore public finances. Monetary stability was thus assured and the government 

continued to punctually honour its debt, looking forward to better times which in the end never 

really came. From a fiscal point of view, the revolution and the First War of Independence in 

1848/9 had less severe consequences than the crisis in 1820/1. They were nevertheless a waste of 

resources which further delayed the economic improvements the government had in sight, like for 

instance the opening of the first two discount houses in Sicily. 

Regarding the Southern financial system, both the myth of a flawless market flooded with 

silver and gold and based on a national bank as mighty as venerable, and that of a ‘credit desert’ 

with just an old-fashioned, almost charitable institution kept hostage by the government are 

equally false and yet both contain a grain of truth. Until the Restoration there were no credit 

institutions in the provinces apart from mounts of piety, grain mounts or ancient establishments 

like the ‘Desks’ of Palermo and Messina, while in Naples public deposit banks managed a 

convenient payment system by issuing deposit notes and provided pawn loans, besides financing 

public administrations. This system fell apart due to the rising needs of the state by the end of the 

eighteenth century. The French did try to reform it and to establish a modern bank of issue, but 

the state of public finances and the worsening of the political situation prevented them from 

realising their project. 

After Napoleon’s fall, Finance Minister de’ Medici devoted much of his efforts to restoring 

financial markets. He reformed the monetary system, which remained unchanged until 

unification, and reorganised public banking by establishing the Bank of the Two Sicilies, heir to 

the long tradition of Neapolitan banks but under the government’s control. De’ Medici made its 

deposit notes, fedi, convertible for the first time all over the country by all public cashiers, which 

for this purpose used their cash surpluses resulting from local tax collection. By fostering note 

circulation, he enabled the Bank of the Two Sicilies to decrease its reserve ratio, thus freeing 

resources which could then be devoted to finance public debt. In 1818 he created a separate 

department of the Bank of the Two Sicilies, the Discount House, whose capital, with the 

exception of one million ducats from the Treasury, was provided by the Bank’s deposits. The 

Discount House discounted bills of exchange but also Treasury bills and by offering advances on 

public bonds further supported the public debt market. 

The Bank of the Two Sicilies was a giant institution whose complex accounting required 

hundreds of specialised employees. Besides financing the Treasury, it provided cheap credit 

mainly to the big merchant bankers of the capital, who controlled the circuits of private credit and 

trade, besides playing a role in the business of public procurement. In a country marked by great 

wealth inequality, they enjoyed a positional rent which they had no intention of sacrificing in 

order to promote financial development, neither in the capital nor in the provinces, where it was 

urgently needed. Quite the contrary, financial underdevelopment in the periphery was a blessing, 

as they could leverage credit shortages to buy crops at cheaper prices. Even the diffusion of fedi 

outside the capital and the inability of provincial treasuries to always ensure their convertibility 

could become an opportunity for enrichment by purchasing from the provinces with fedi, serving 

as a (locally) depreciated currency. 

The only financial centre in the country worthy of the name was Naples. Up to the last years 

of the kingdom, it was the only city with a public deposit and discount bank, a stock and 

commodity exchange and plenty of merchant bankers, among which was a branch of the 

Rothschild House. The countrywide system of payments through fedi, which in principle was 

meant to promote monetary flows, in fact favoured the retention of specie in the capital, at the 

disposal of the government and of the big commercial houses. Fedi issued in Naples continued to 

circulate in the periphery due to regional trade, or were changed into specie at provincial 

treasuries, often however at a premium, either because of insufficient specie provision from the 
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capital or simply owing to the greed of public officers. Moreover, to get access from the provinces 

to the discount services of the Bank of the Two Sicilies, it was necessary to have the endorsement 

of local merchant bankers, so that provincials were their tributaries due to the uneven financial 

development of the country.  

The institution that best embodied this power imbalance was the Naples Exchange, 

hegemonised by the largest merchants, who manipulated commodity prices to favour their trades 

with the periphery by exploiting information asymmetries due to the size of the country and the 

deplorable state of transport and communications. Besides commodities and public debt 

securities, for a while the Naples Exchange had also listed several joint-stock companies, which 

flourished in the early 1830s. Those companies replicated the investment strategies of the 

merchant bankers by proposing virtually every kind of credit services while boldly embarking, 

rather unwisely, on many industrial undertakings. This behaviour was understandable in a country 

which was still to take off but it also implied inefficiency and left the door open to speculation. 

One of the favourite activities of joint-stock companies was making advances on salaries to public 

employees, a very lucrative business due to their large number and their poverty, caused by the 

austerity measures of the government. When the state tried to curb their usurious activity, many of 

them were liquidated. In the mid-1850s the country came close to having a crédit mobilier, but 

these plans also went up in smoke due to the lack of interest on the part of local investors, now 

distrustful of joint-stock ventures, the government’s (well-founded) fear that a bank of this kind 

would require substantial public support – like launching public works on a grand scale – to 

prosper while also implying a growing foreign influence on domestic affairs, and finally due to 

the rivalries between competing banking groups (mainly the Rothschilds and the Péreires).  

As regards agricultural credit, the most urgently needed by an agrarian country like the Two 

Sicilies, the only attempt to found a large institution had been a disaster. The Bank of the Apulian 

Tavoliere in the 1830s had been a blatant example of the attempts to monopolise credit in the 

periphery in order to gain control of commodity trade by alluring the state with false promises of 

fiscal benefits. But it had also demonstrated the inability of the Bourbon government to manage 

what finally deteriorated into a diplomatic crisis owing to the overwhelming participation of 

foreign investors in the bank’s capital. The only credit institutions – if they may be called so – 

that spread across the country were mounts of piety and grain mounts, the most basic 

establishments local economies could afford. They were certainly useful, although they only 

provided subsistence credit and were also easily monopolised by provincial elites and 

moneylenders.  

Notwithstanding frequent requests, until 1857 the only branches established by the Bank of 

the Two Sicilies had been the ones in Palermo and Messina, which were not even allowed to 

discount. For the Bank, whose notes were changed by provincial treasuries, a branch network was 

only to be – certainly at the beginning, at least – a source of trouble and expenses. Unlike a 

private bank of issue, it did not need to expand territorially to spread its notes. Quite the contrary. 

The fact that local treasuries, not its own branches, had to ensure note convertibility, enabled it to 

shift the blame onto the latter whenever in the provinces there was a cash shortage the 

government did or could not alleviate. Those who had money in the periphery either did not need 

a bank or speculated on the lack of credit. The state had limited resources, so it was more willing 

to approve than finance new banking institutions. The result was that for decades the provinces 

were left almost alone to fight against usury. 

After the Restoration, de’ Medici had successfully transformed the government – to use 

Cordova’s definition – into a ‘government banker’, a government banker, however, that in the 

following decades proved not up to the task. As far as political events were concerned, it seemed 

to have been born under a bad star, for these systematically delayed the improvements it had 
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planned, when they did not destroy those already achieved. In the early 1840s Sicily had received 

the first branches of the Bank of the Two Sicilies. This was a major advancement for the 

monetary integration of the country, as fedi could now freely circulate between island and 

mainland. In 1848 Sicilian branches were also about to start discounting but were prevented from 

doing so by the revolution, which emptied their coffers as well as those of municipal banks. To 

make up for this loss and for military expenses, after being reconquered Sicily was burdened by 

Naples with fresh debt. Like the mainland twenty years earlier, the Sicilian government had now 

to battle every single day to make ends meet and lacked the means to establish savings banks and 

the promised discount houses. Moreover, after 1849 the local branches of Palermo and Messina 

had been merged into an independent bank, the Bank of the Royal Domains Beyond the 

Lighthouse, whose notes were no longer received by the Bank of the Two Sicilies.  

The Bank of the Royal Domains Beyond the Lighthouse, the future Bank of Sicily, was 

merely a concession to the island’s autonomist aspirations, a concession however that confirmed 

Wilde’s aphorism that ‘when the gods wish to punish us, they answer our prayers’. Becoming 

autonomous, the Sicilian bank was at once deprived of both the patronage of the Bank of the Two 

Sicilies and the support of the Neapolitan Treasury. The revolution had squandered the resources 

destined to launch the two discount houses and foiled the government’s plans. In this, the 

Bourbon government banker was unlucky. But very soon it also proved very hesitant as a banker 

and awkwardly constrained by its role of deposit banker. Since 1854 deposits in the Sicilian bank 

had been rapidly growing (Figures D.4, D.5, D.6 and D.7), but only at the end of 1858 were the 

two discount houses created, as only then was the Sicilian Treasury in a condition to endow them 

with a very modest fund (one million ducats in all) to start operations – very little and too late, in 

hindsight, to make any difference. 

As a deposit banker, the Bourbon government wanted to at least keep up appearances at the 

beginning, concealing to depositors that it was their own money which, like in Naples, would later 

be used to finance discounts. Furthermore, as a depositor banker in Sicily, it had even more 

reasons to show its respect to the sanctity of the deposits of its most unruly subjects. But in doing 

so, it turned into a banker sitting on a mountain of money. Bound by fiscal discipline and 

institutional constraints, it was more concerned about the lack of its own resources than how to 

put to good use those of others. Just as in the provinces bank branches would have attracted 

deposits and autonomously financed their own activities – had the government been just a little 

more enterprising and forced the Bank’s hand – so in Sicily deposits were high enough to start 

discounting on a grand scale. If these examples seem to vindicate Cordova’s claim that 

governments are indeed bad bankers, Chapter 30 will in turn suggest that Sicilians were not much 

better bankers either.   

Banking conditions in the kingdom began to improve only in its very last years. In 1857 a 

branch of the Bank of the Two Sicilies was finally established in Bari and two more were 

promised to Chieti and Reggio, together with a stock exchange. In Sicily the time was ripe to 

found the first savings banks, while in Naples a study commission was examining how to reform 

the city’s Exchange. But once again the Bourbons were not able to realise their plans due to 

political circumstances. Some of them would soon be realised by the Italian government, like the 

establishment of a savings bank in Palermo or the reform of the Naples Exchange, while others, 

like the creation of provincial branches by the Southern public banks, would have to wait more 

than a decade. 
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Part Two 

The Steadfast Tin Soldier: 

The Kingdom of Sardinia (1814‒48) 

Until the mid-nineteenth century the Kingdom of Sardinia was a peripheral economy still largely 

managed according to an ancien régime mentality. Genoa was the only relevant financial centre, 

although it had lost most of its ancient splendour and was progressively losing ground also as a 

port city. Turin, the political capital, was even more backward and largely dependent on 

commercial financing from France and Switzerland. Financial markets were poorly developed and 

highly fragmented and even monetary unity to some extent was still – rather than reality – a goal 

to achieve. This situation started to change in the 1840s thanks to the establishment of the first 

bank of issue in the country, the Bank of Genoa. The bank was a major step towards a closer 

integration of the Genoese and Turinese financial elites, who were its main shareholders. Its 

performance was however lacklustre and it relied seasonally on credit from the government, 

which, thanks to a sound fiscal policy, had started to directly finance the economy.  

The First War of Independence completely changed this picture. In desperate need of money, 

the government turned to the bank, compelling the latter to grant it a loan five times larger than its 

capital and declaring banknote inconvertibility. The ensuing defeat further increased the public 

debt burden of the state, which saw itself compelled to seek credit abroad increasingly often. The 

disastrous condition of state finances was a blessing in disguise for the national financial sector in 

general, and in particular for the Bank of Genoa, which all of a sudden became the most important 

bank in the country and the best ally of the government. Without the shock of the war, the 

country’s financial evolution would have been much slower and certainly very different, as would 

have been the history of Italian financial integration. As explained in Part Three, in the coming 

decade this fiscal cataclysm triggered a policy reaction that would prove crucial for the later 

development of the Italian financial system.  

Chapters 10, 11 and 12 provide a general overview of the national market during the 

Restoration. Chapter 13 is devoted to the establishment of the first modern financial institutions 

and in particular of the Bank of Genoa. Chapter 14 illustrates the problem of war finance in 

1848/9, underlying the growing importance of both national and international financial elites. It 

also discusses the creation, from the merger of the Bank of Genoa with a twin establishment in 

Turin founded shortly before, of the National Bank, the predecessor of the Bank of Italy. 
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10 

Merchants, Marmots and Savages 
 

 

 

The Piedmontese [deemed] Genoa a privileged region and their own interests sacrificed to her commerce; 

… the Genoese [believed] Piedmont a barbarous country, as its legislation, many of its customs and a sense 

of boundless servility clearly shows.   

VINCENZO RICCI
1 

 

By the irony of fate, the kingdom that would unify the Italian peninsula was internally no less 

divided than the new state half a century later. Before the Napoleonic Wars, the Kingdom of 

Sardinia was formed by two highly heterogeneous territories: the mountain provinces of Savoy, 

Aosta Valley and Piedmont and the island of Sardinia, linked together by the maritime towns of 

Nice and Oneglia. The Congress of Vienna not only restored the domains of the House of Savoy 

but enlarged them with the eagerly coveted annexation of the territories which had belonged to the 

dissolved Republic of Genoa. 

The Duchy of Savoy, cradle of the dynasty, was a poor region whose strategic and economic 

importance relied primarily on its geographic location, bordering France and Switzerland. Apart 

from its favourable position at the crossroads of trade routes between Italy and these two 

neighbouring countries, Savoy had not much else to offer. There were a few industries, like 

textiles, paper, metalworking or watchmaking (originally relocated from Geneva in the 

seventeenth century), mainly centred in Annecy, but the economy of Savoy was mostly based on 

subsistence farming and the exports of dairy products and timber. 2  Piedmont was also an 

agricultural region, based however on the more lucrative exports of rice and silk, while its 

industry (mainly textiles) still had a rural character.3 

The Kingdom of Sardinia had been granted to the Duke of Savoy Victor Amadeus II in 1720 

by Treaty of The Hague, in exchange for that of Sicily which he had previously obtained in 

reward for his military services against the Bourbons in the War of Spanish Succession. The 

Duchy and the Kingdom, though united in the person of the sovereign, remained two autonomous 

dominions until the ‘Perfect Fusion’ of 1847, which merged the mainland and the island into a 

centralised state modelled on the French system. Although rich in mineral resources, the island 

was severely underdeveloped, plagued by a feudal regime which was to be definitively abolished 

only in the 1830s on terms outrageously favourable to the landed aristocracy.4 

The hinge between land and sea was represented by Nice. The County of Nice had been of 

vital importance before the annexation of Genoa to the otherwise landlocked kingdom. The port 

                                                                 
1 Cit. in Assereto, G., ‘Dall’antico regime all’Unità’, in A. Gibelli and P. Rugafiori, eds., Storia d’Italia: le 

regioni dall’Unità a oggi, 11: La Liguria (Torino, 1994), p. 176. 
2 Kinossian, Y., ‘Frontières à l’intérieur, frontières à l’extérieur : les portes lémanique et alpine, 1848‒2013’, in 

D. Varaschin, H. Bonin and Y. Bouvier, eds., Histoire économique et sociale de la Savoie de 1860 à nos jours 

(Genève, 2014), p. 27; Joudet, P., ‘La “Savoie industrielle” : des territoires industriels en mouvements’, in 

ibid., pp. 245‒61; Boulet, M., ‘De la Savoie paysanne à la “Ferme Savoie”?’, in ibid., pp. 193‒7. 
3 For an overview of the Piedmontese economy at the turn of the nineteenth century, see Davico, R., 

‘Populations marginales et développement industriel : l’économie du Piémont à la fin du XVIIIe et au début 

du XIXe siècle’, Revue d’histoire moderne et contemporaine, 3 (1972), pp. 469‒97. 
4 See Scaraffia, L., La Sardegna sabauda (Torino, 1987). 
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of Nice had been developed by the Piedmontese, who wanted to break their trade dependence on 

Genoa and Marseilles,5  and now it was at the same time threatening and threatened by the 

annexed Genoa. The economy of the town was primarily centred on the port and Nice lacked 

manufacturing industries other than soap, tanning and perfumery.6 The newcomer Liguria was 

arguably the most advanced region of the kingdom, with the most diversified economy. Its 

economic performance was however far from sparkling, while the Piedmontese government was 

torn between the desire to exploite its newly acquired maritime potential and the will to 

strengthen, first and foremost, the subalpine region. 

As one can easily imagine, more than by harmony, the relationships between the different 

parts of the realm were characterised by rivalry, acrimony and mutual distrust. Much to the 

chagrin of the Genoese, instead of regaining the sovereignty they had lost under Napoleon’s rule, 

they had become subjects of the ‘King of Marmots’, as they nicknamed the Turinese ruler. In their 

eyes, the Piedmontese were bearish highlanders, unable to promote the interests of a maritime 

economy.7 For their part, the bearish highlanders looked down on the Sardinians, whom they 

regarded as brutish and idle. The Sardinians wholeheartedly reciprocated the feeling, seeing the 

Piedmontese as nothing other than greedy colonisers.8 

In many respects, the larger Kingdom of Sardinia arisen from the Congress of Vienna faced 

no lesser challenges than those of the Two Sicilies in moulding diverse regions, if not into a new 

‘nation’, at least into an orderly state community. Palermo, the ancient capital of the Kingdom of 

Sicily, antagonised Naples, the one and only capital of the newly unified Kingdom of the Two 

Sicilies. For Genoa submission to Turin was even more humiliating: while the South had had a 

shared history since the twelfth century, from the Norman conquest to the Bourbon dynastic union 

in the eighteenth century, Genoa had flourished independently from Turin, only united in their 

common subjection to Paris under Napoleon. Both the Kingdom of Sardinia and the Two Sicilies, 

besides balancing power between their two main centres, had to find a way to integrate vast, 

heterogenous and much poorer regions. It is indeed hard to imagine a starker contrast than that 

between French-speaking Savoy and Sardinia, historically much closer to the Italian South, save 

for their peripherality within an enlarged state. 

Despite its common historical heritage, the Bourbons would fail in preserving the unity of 

their kingdom, with Sicily ready to side with Garibaldi more against Naples than in favour of 

Italy. Conversely, the House of Savoy eventually managed to firmly establish its rule over its new 

domains, so much so that, instead of disintegrating within a few decades, it even managed to unite 

all Italy under its sceptre. The granting and upholding of a constitution in 1848 – whereas 

Ferdinand II repealed it besides crushing the insurrection in Sicily (see Chapter 4) – was a crucial 

concession in order to pacify the country and coalesce forces to undertake the grander endeavour 

of ousting the Austrians from Italy. However, beyond nationalism and liberalism, there was a 

hidden thread that wove Genoa and Turin, Savoy and Sardinia together and made possible the 

final conquest of Italy – finance. Financial development, expedited, like in the Two Sicilies, by 

fiscal distress, did not only economically enable a once somnolent realm on the periphery of 

France to redraw the map of Europe but through material interests forged new political ties that 

                                                                 
5 Davico, ‘Populations marginales’, p. 484‒5. On the competition between Nice and Genoa during the 

ancien régime, see Bulferetti, L. and Costantini, C., Industria e commercio in Liguria nell’età del 

Risorgimento, 1700‒1861 (Milano, 1966), pp. 155‒8. 
6 Boileau, J. P., ‘Statistics of Nice’, Journal of the Statistical Society of London, 6, 3 (1843), p. 246. 
7 Assereto, G., ‘La Liguria sabauda, 1815‒59’, in id., ed., Stati Sabaudi, 3: Il Genovesato, 1815‒59 (Milano, 

1997), pp. 13‒5. 
8 See Fuos, J., ‘Del commercio dei Sardi’, in A. Mattone, ed., Stati Sabaudi, 2: Il Regno di Sardegna, 1720‒

1859 (Milano, 1997), p. 55.   
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would survive and expand in unified Italy. It was the overcoming of the internal conflict between 

Genoa and Turin, a process furthered by converging interests in the financial sphere, which would 

prove crucial for the kingdom’s economic and political ascent and finally for Italian unification. A 

city of merchants and bankers the former, of bureaucracy and politics the latter, both Genoa and 

Turin had grown to a size overshadowing every other centre in their respective regions and had 

now to find a balance of power within the new state. 
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FIGURE 2.1. The provinces of the Kingdom of Sardinia, 1859. Source: Own adaptation from © 

Arbalete/Wikipedia Commons/ Regno_di_Sardegna_province_1859.svg [CC BY-SA 3.0].   
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11 

La Superba: Trade and Finance in Genoa 

in the Age of the Restoration 
 

 

 

[B]esides ordinary speculations, [in Genoa] we have nothing but a few maritime insurance and steamship 

companies.   

CARLO ILARIONE PETITTI DI RORETO
9 

 

After the French Revolution, its traditional sobriquet La Superba (the Haughty One) no longer 

suited the city of Genoa. Genoa had long since lost its prominent position at international level 

and, once passed under Turinese rule, could not even aspire to political supremacy within the new 

state. Nonetheless, its hegemonic position within the old boundaries of its former republic was 

still unchallenged. Genoa was by far the largest urban centre in the area, an anomaly compared to 

the dense network of cities covering northern and central Italy. 10  This was the result of a 

deliberate policy, pursued through centuries, aiming at boosting Genoa’s economy at the expense 

of the neighbouring port towns by systematically rerouting trade flows towards the Genoese port. 

This was sometimes achieved in a ‘friendly’ way, by imposing a repressive customs regime which 

stifled their trading activity; other times by harsher means, for instance through the complete 

destruction of the port itself, as had happened to Savona in the sixteenth century.11 Economically, 

Liguria was therefore characterised by an expanded Genoa coexisting with what were then 

nothing more than sea towns, each with its hinterland and largely independent on the others.12   

At the time of annexation, the conditions of the Genoese economy and more generally of 

Liguria were rather bleak. The traditional manufactures13 had long before entered a phase of 

secular decline, caused by the shift of economic power away from the Mediterranean towards 

continental Europe and the Atlantic. Between the seventeenth and eighteenth century, the chasm 

between the capitalistic financial and mercantile elites and the working class had been widening. 

Instead of promoting technical progress, to counteract foreign competition Genoese entrepreneurs 

had chosen to rely on the exploitation of the labour force, the impoverishment of which, in a 

vicious circle, had enabled them to further postpone the necessary technological upgrading.14 

Thanks to their renowned seamanship, the Genoese had been able to carve out a piece of the trade 

on the high seas, although in an increasingly subordinate role, and continued to be successful in 

short-distance trade by virtue of a skilful manipulation of foreign maritime interests and 

legislations bordering on smuggling. This was an art the smaller Ligurian towns also came to 

                                                                 
9 Petitti di Roreto, C. I., ‘Delle più probabili future condizioni del commercio ligure: tre lettere a Michele 

Erede, 1847’, in G. M. Bravo, ed., Opere scelte, 2 (Torino, 1969), p. 708. 
10 Assereto, ‘Dall’antico regime all’Unità’, p. 163. 
11 See  Bulferetti and Costantini, Industria e commercio, pp. 150‒2. 
12 Assereto, ‘La Liguria sabauda’, p. 21. 
13 The most important productions until the mid-nineteenth century were textiles, paper, leather, soap, white 

lead, confectionery and coral jewellery. 
14 See Bulferetti and Costantini, Industria e commercio, pp. 19‒22, 73‒84, 233‒6, 325. 
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master during the eighteenth century, defying Genoese and foreigners alike.15 But this modest 

renaissance was nipped in the bud by the fall of the old Republic, first substituted in 1797 by the 

Ligurian Republic as a client state of revolutionary France and later annexed to the French 

Empire. The Continental System proved fatal to Ligurian maritime trade and, owing to the 

ensuing scarcity of raw materials and the closing of external markets, to its manufacturing as well. 

Paradoxically, however, such gloomy circumstances might have contributed to a first, feeble 

attempt to modernise production. By reducing the allure of the country’s traditional trade 

activities and creating the need for domestic production to replace foreign supply, at least some of 

the largest enterprises started to invest in new technology, also aided by government 

interventions.16   

Unfortunately, this innovative trend did not last long. The advent of the new Piedmontese 

regime disrupted the economic structure once again. The expansion of the French Empire into the 

Italian peninsula from Piedmont to Latium and the creation of the Kingdom of Italy under 

Napoleon’s rule in the northern part of the country had represented a form of drastic integration. 

The new markets to which it had given rise, however, were soon dismantled after Napoleon’s fall. 

Liguria was now part of the Kingdom of Sardinia, but the kingdom itself was criss-crossed by 

internal trade barriers. From a customs point of view, the state was divided into five zones: 

Piedmont, Liguria, Sardinia and the free ports of Genoa and Nice, so that Liguria and its capital 

suddenly found themselves cut off from many of their former markets. The tariff system the 

Piedmontese had engineered favoured their own industries while burdening the Ligurian ones.17 

Almost all of the Genoese manufactures were penalised at the same time by high duties on foreign 

imports and by internal barriers, which hindered both the supply of materials and the sale of 

manufactures. Several paper mills – a traditional industry of the region – had to close down since 

rags, whose production was overabundant in Piedmont, could not be imported from there. The silk 

industry, which had flourished under French occupation thanks to the free trade of raw silk it had 

introduced in Italy, came tumbling down due to lack of supplies, while Piedmont, which was also 

a major silk producer, benefited, unlike Liguria, from duty drawbacks. Similarly, Piedmontese 

manufacturers could import wool and cotton free of charge, which in turn made them competitive 

even on Ligurian markets. 

The tariff barrier between the two regions was removed in 1818. Although the most hideous 

discriminations had been abolished, in the two following decades Ligurian industry had still to 

suffer from the protectionist regime it shared with Piedmont.18 Many craftsmen and manufacturers 

left the country and spread across Europe, thus depriving the region of a skilled labour force.19 

The long-lasting decline of Ligurian industry, however, was not only due to the short-sighted 

policy implemented by the Piedmontese government. It must also be ascribed to the small size of 

the mills and the reluctance to invest, inherited from the past. Instead of modernising, local 

entrepreneurs still relied on underpaid labour and, possibly, government support to survive. 

Genoese industry suffered the same fate as the entire region. The productivity gap with Turin’s 

                                                                 
15 See Carrino, A., ‘Fra nazioni e piccole patrie: padroni e mercanti liguri sulle rotte tirreniche del secondo 

settecento’, Società e storia, 131, 1 (2011), pp. 36‒67; Lo Basso, L., ‘Economie e culture del mare: 

armamento, navigazione, commerci’, in G. Assereto and M. Doria, eds., Storia della Liguria (Bari, 2007), 

pp. 98‒114. 
16 Bulferetti and Costantini, Industria e commercio, pp. 300‒42. Moreover, competition with the French 

industry was compensated by insulation from the British one, ibid. 
17 On the state of the Ligurian industry until the 1830s, see ibid., pp. 362‒7, 382‒6. More specifically on 

Genoese manufacturing, see Doria, G., Investimenti e sviluppo economico a Genova alla vigilia della Prima 

Guerra Mondiale, 2: Le premesse, 1815‒82 (Milano, 1969), pp. 7‒24. 
18 There was, however, still an internal barrier regarding Sardinian trade. 
19 Bulferetti and Costantini, Industria e commercio, p. 384; Doria, Investimenti e sviluppo, 2, p. 26. 
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manufacturing increased over time, feeding the city’s resentment, while by the 1830s Genoese 

products had not yet been able to penetrate the Piedmontese market.20 

The traditional strength of the Genoese economy, however, was based on its port rather than 

its industry. But neither from this perspective were the conditions of the city particularly rosy. 

Besides the losses of ships and sailors suffered during the Napoleonic Wars and the sharp decline 

in trade flows, the city had to tolerate French bureaucrats, who, obsessed by smuggling, severely 

cramped coastal navigation.21Yet passing under Savoy rule seemed not very promising either. The 

annexation to the Kingdom of Sardinia was championed by Great Britain. Aiming at securing the 

most profitable trade routes in the Mediterranean while leaving the leftovers to the Genoese, 

Britain could only rejoice at the inadequacy of the Sardinian fleet compared to the market 

potential of the Genoese port. 22  British capital started to pour into the city and established 

powerful commercial houses, whose importance was still on the rise by mid-century. Their 

presence, as well as that of other foreign traders like the French and Swiss, helped revive the 

port’s activities, although at the price of leaving a considerable share of business in their hands. At 

the same time, their ties with the regional economy were weaker than those of local operators and 

profits were often repatriated instead of being reinvested locally.23   

The true thorn in the side of the Genoese, however, was Nice. After the annexation, the 

Piedmontese government continued to artificially boost its traffic. Nice had been granted a free 

port regime more favourable than Genoa’s: its territorial extension was larger and no charges 

were levied on shipments from Nice to Genoa – unlike on those in the opposite direction – so that 

French flows, which could likewise enter Nice duty-free, transited mainly through the latter. Even 

more upsetting was the whole complex of duties and byzantine regulations which put Genoa at a 

clear disadvantage compared to Marseilles, Livorno and Trieste.24 Nevertheless, it was not in the 

interest of the kingdom to durably constrain Genoa’s mercantile soul. Notwithstanding the 

plaintive self-pitying attitude of the city towards Turin,25 the Savoy monarchy had arguably some 

merit in their promotion of its port economy, achieved by supporting the reconstruction of the 

navy and the merchant fleet and signing several international trade agreements.26  Moreover, 

Genoa’s importance within Liguria was further enhanced, as the state concentrated its attention 

there to the detriment of the smaller neighbouring ports, thus perpetuating the neglect of the old 

Republic.27 

                                                                 
20 Doria, Investimenti e sviluppo, 2, pp. 10, 21, 24; Assereto, ‘Dall’antico regime all’Unità’, pp. 184‒5. 
21 On the state of maritime activities in Genoa under French rule, see Bulferetti and Costantini, Industria e 

commercio, pp. 267‒81. 
22 Rosselli, N., Inghilterra e Regno di Sardegna dal 1815 al 1847 (Torino, 1954), p. 9. 
23 See Doria, Investimenti e sviluppo, 1, pp. 39‒43. In 1816, 1826 and 1836 the number of foreign merchant 

houses was respectively 44, 53 and 52, about half of which were Swiss (Codignola, L. and Tonizzi, E., ‘The 

Swiss Community in Genoa from the Old Regime to the Late Nineteenth Century’, Journal of Modern 

Italian Studies, 13, 2 (2008), p. 161). Tobacco trade, a backbone of Genoese trading activities, was 

controlled with a 60% import share by French agencies; among the eight largest importers of colonial 

products, three were foreign (one British, one German and one Swiss), and foreigners played a major role 

also in the import of other goods, like textiles and rice (Doria, Investimenti e sviluppo, 1, p. 41). 
24 Bulferetti and Costantini, Industria e commercio, pp. 362, 367‒81. Due to such a system, costs in Genoa 

could easily be double that in other ports, cf. ibid., p. 372. For a detailed illustration of the port activities in 

the 1830s, see Cevasco, M., Statistique de la ville de Génes, 2 (Génes, 1840). 
25 Assereto, ‘Dall’antico regime all’Unità’, p. 184. 
26 While the benefits from trade treaties are unquestioned, the protectionist measures implemented by the 

government to boost shipbuilding are judged differently by scholars. For a more negative evaluation, see 

Bulferetti and Costantini, Industria e commercio, p. 379‒82; for a more favourable one, see Assereto, 

‘Dall’antico regime all’Unità’, pp. 186‒7. For a more nuanced analysis based on the conflicting interests of 

different kinds of operators, see Doria, Investimenti e sviluppo, 1, pp. 62‒8. 
27 See Assereto, ‘Dall’antico regime all’Unità’, p. 190. 
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Even more than as a port city, Genoa stood out in the Italian peninsula as a major financial 

centre, although in this regard too its glory was tarnished. El siglo de los Genoveses, when 

Genoese bankers had Spanish finances in the palms of their hands, or better in their pockets, and 

could manage the international payment system through the Piacenza fairs, was long gone.28 

Albeit no longer the pivot of the whole system, in the seventeenth and eighteenth centuries Genoa 

was still financing states and aristocracy all over Europe. By that time, the Genoese elites had 

transformed themselves into wealthy rentiers living off the interests accruing from their 

investments in public debt and private loans. Apart from the moneyed Dutch Republic, almost 

every other country had an account open with the Genoese, who knew how to appreciate well-

diversified portfolios. Outside Italy, their main clients were France and Austria; inside, Venice, 

Lombardy and the Papal States. The buoyancy of the city’s financial activities in the eighteenth 

century was evident also in the creation of several joint-stock companies. 29     

The French Revolution and the Napoleonic Wars brought Genoa’s prosperity to an abrupt 

end. The French revolutionary government proved unkind towards its creditors. Madame 

Guillotine could help with the local ones,30 but with foreigners the only things that could be cut 

were their legal entitlements to capital repayment. French debt underwent several restructurings – 

or de-structurings, from the investors’ point of view – culminated in the infamous ‘two-thirds 

bankruptcy’ of 1797, by which the government de facto repudiated two-thirds of the public debt. 

Creditors, however, among whom the Genoese, were not simply left with just one-third, as theirs 

was a third whose market value plummeted and on which interests were paid in paper money. And 

yet this was only the beginning. Genoese investors did not lose most of their money only in 

France but also in Italy, where the new republics, along with France’s values, also emulated its 

way of dealing with sovereign debt. Nor was another big debtor, the Habsburg Empire, able to 

honour its debt. Great Britain by contrast was and punctually paid both friends and foes, but 

unfortunately for Genoa its British investments were marginal. The overall loss of capital suffered 

by Genoese financiers during the revolutionary and Napoleonic period accounted for probably 

60‒70 per cent of total capital, not to mention the losses implied by interest payments in paper.31   

Emblematic of the city’s financial debacle was the closure of the House of St. George (Casa 

delle Compere e dei Banchi di San Giorgio). Founded in 1407, the bank was the symbol of 

Genoese power. For centuries it had managed the Republic’s debt,32 engaged in maritime trade 

and shaped an innovative and vigorous credit market wherein the use of coins was reduced to a 

bare minimum, an art of which the Genoese had always been undisputed masters. The 

establishment of the Ligurian Republic in 1798 deprived it of many of its privileges and in 1805 it 

was definitively suppressed. In the early nineteenth century, what was left of Genoa’s financial 

splendour were but the ashes of its immense patrimony, now mostly invested in real estate or 

simply hoarded by a parsimonious upper class33 – seeking little by little to reconstitute its fortune 

–, and the competence in financial matters it had gained over centuries. 

                                                                 
28 See Braudel, F., Civilisation and Capitalism, 15th-18th Century, 3: The Perspective of the World, trans. 

by S. Reynolds (London, 1981), pp. 157‒74 and ibid., 2: The Wheels of Commerce, pp. 90‒2. 
29 For a thorough study of Genoese investments from the seventeenth century until the Restoration, see 

Felloni, G., Gli investimenti finanziari genovesi in Europa tra il Seicento e la Restaurazione (Milano, 1971). 
30 Beheading aristocrats, who were large creditors of the state, had, among others, the welcome side effect 

of reducing the amount of life annuities due.      
31 Ibid., pp. 262‒3, 276‒82, 353, 357, 360 and 491. 
32 As such it had even directly ruled as a state inside the state on several overseas and mainland dominions 

of the Republic. For a study of the House of St. George and its innovative features, see Felloni, G., ‘A 

Profile of Genoa’s “Casa di San Giorgio”, 1407‒1805: A Turning Point in the History of Credit’, Rivista di 

storia economica, 3 (2010), pp. 335‒46.    
33 Felloni, Gli investimenti finanziari genovesi, p. 490. 
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No longer able to engage in international lending on a grand scale as a few decades before, 

the economy had lost its ‘financialised’ character and had to reinvent itself, this time no longer as 

a rentier state but as the main port of a peripheral kingdom in a peripheral Italy. As such, financial 

activities were downgraded to supporting maritime trade. This was done at three different levels. 

At the lowest one, there were wholesale merchants whose financial activity consisted in granting 

credit to retailers, while needing themselves financing for their purchases (as they were mainly 

importers). The business was rudimentary. Bills of exchange were the exception, not the rule. 

Bills of lading and warehouse receipts were foreign to Genoa, which increased credit costs by 

precluding the free transferability of cargoes.34 Nonetheless, even fully-fledged banking houses 

were involved in the business, like Ricci’s or Parodi’s, both of well-respected financial lineage,35 

while a large enterprise with a primarily merchant character was that of Balduino. A shipping and 

import-export company dealing with the main commodities traded in the city (grain and colonial 

products), it made a fortune monopolising the guano trade, a sought-after fertilizer in Piedmontese 

agriculture. If money is the ‘devil’s excrement’, then Domenico Balduino, the company’s last 

owner, as a guano trader was predestined to become not only one of the major financiers in the 

kingdom around mid-century but also the legendary director of the Società Generale di Credito 

Mobiliare (also Credito Mobiliare), Italy’s first Crédit Mobilier (see Chapter 22). 

Besides those of wholesale traders, more ambitious and speculative endeavours were related 

to the funding of shipping activities. In this case, ownership shares of ships or cargos were 

pledged as collateral to get credit and it was not uncommon for shipping companies to engage in 

banking and insurance activities or for bankers to join undertakings in the shipping sector. An 

example was the establishment by Rubattino, one the largest shipping companies, of a maritime 

insurance company, Lombardia, in 1837.36 Insurance is the financial activity par excellence in a 

port city. The state of the sector is therefore revealing of the relative financial weakness of Genoa. 

By the 1820s, the six domestic insurance companies were undercapitalised and unable to compete 

successfully with the correspondents of two large French competitors. In the 1830s, the life of 

domestic companies was made harder by the presence of five agencies from Livorno and an 

Austrian one. Only by the end of the decade did Genoese capitalists become more enterprising 

and started several new insurance companies, perhaps of questionable soundness, but which partly 

succeeded in checking foreign competition.37  

The third category was that of purely financial operators. Although bills of exchange were 

rare in Genoa compared to other financial centres in Europe, their circulation was still sufficient 

to feed a profitable business. There were the so-called bancherotti – originally moneychangers, 

another trade typical of port cities – who acted also as credit intermediaries, collecting large 

deposits at no interest and discounting bills. At the top of the pyramid stood private bankers 

specialised in the financing of international trade. Their main activities were the discounting of 

bills of exchange, advances, foreign currency operations, speculation on precious metals, the 

buying and selling of public bonds and the granting of credit to a select clientele. The scope of 

their activities mirrored that of Genoa’s maritime trade and they were connected with all major 

                                                                 
34 A telling detail on the long-run decline of trading activities in the city, as bills of lading were well-known 

in sixteenth-century Genoa, see Felloni, G., ‘Dall’Italia all’Europa: il primato della finanza italiana dal 

Medioevo alla prima età moderna’, in Cova, La Francesca, Moioli and Bermond, La banca, p. 115. See 

Decugis, C., Banca e credito nel decennio cavouriano (Milano, 1979), pp. 32‒33. 
35 For the activities of the latter, see Rollandi, M. S., ‘Parodi’, Dizionario biografico degli italiani, 81 

(2014), available at http://www.treccani.it/enciclopedia/parodi_%28Dizionario_Biografico%29/ (retrieved 

13 May 2015). 
36 Decugis, Banca e credito, pp. 34‒5. As its name makes clear, Lombardia was a common endeavour of 

Genoese and Milanese capital, see Doria, Investimenti e sviluppo, 1, p. 42. 
37 Doria, Investimenti e sviluppo, 1, pp. 41‒2; cf. also Assereto, ‘Dall’antico regime all’Unità’, p. 203. 
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financial centres in Europe. There were over a dozen of these banking houses in the city, although 

only a few of them were truly noteworthy. The largest one was the House of Parodi, with an 

annual turnover of ten million lire. The second one was that of De la Rüe, with only a third of the 

turnover of the former.38 The De la Rües were among the most prominent Swiss families in 

Genoa, having emigrated from Geneva in the early eighteenth century. 39  Correspondents of 

Hambro, in London they were also doing business with the Heath, to whom they were linked by 

family ties.40 Another bank of repute, although smaller, was the already mentioned Ricci’s. 

Besides bankers, there were also financiers and wealthy capitalists who played an important 

role in the circuit of credit. The leading figure was Marquis Raffaele De Ferrari, later known as 

Duke of Galliera.41 The Marquis had inherited a sizeable fortune, untouched by the revolutionary 

times and even increased by his talented father and grandfather, who had managed their wealth, 

unlike many of their fellow citizens, more as bankers than rentiers.42 He operated mainly in Paris 

– one of the few Genoese to do so, another sign of the city’s decline – and over the years, thanks 

to his valuable relations especially with the Rothschild and Péreire groups, had decupled his 

patrimony to become one of the richest European financiers, a true exception in nineteenth-

century Italy. As such, he would participate in all major financial undertakings in the country, 

representing the trait d’union between Italy and the Haute Banque over the decades immediately 

preceding and following unification.43      

Finally, worth mentioning is also the Casana, the city’s mount of piety, dating back to the 

fifteenth century. Although its finances were in a very poor state after the French occupation, it 

soon managed to recover, reaching a one million average annual turnover. The Casana collected 

deposits and financed not only the poor but also entrepreneurs, acting in fact more as a credit 

institution than a charity.44  

  

                                                                 
38 See Decugis, Banca e credito, p. 38; Conte, La Banca Nazionale, p. 25. 
39 Since the mid-sixteenth century there had been a large Swiss community in the city (see Codignola and 

Tonizzi, ‘The Swiss Community in Genoa’). In the 1830s, the Swiss were the largest foreign minority together 

with the Jews, both succesfully engaged in commercial and financial activities (Cevasco, Statistique de Génes, 

1, p. 172). 
40 Decugis, Banca e credito, p. 39; Doria, G., ‘La strategia degli investimenti finanziari di Raffaele De 

Ferrari dal 1828 al 1876’, in  G. Assereto, G. Doria, P. M. Piergiovanni, L. Saginati and L. Tagliaferro, eds., 

I Duchi di Galliera: alta finanza, arte e filantropia tra Genova e l’Europa nell’Ottocento, 1 (Genova, 

1991), pp. 449‒510. 
41 He was conferred this title by Pope Gregory XVI in 1838 (Merger, M., ‘Raffaele De Ferrari, duc de 

Galliera, 1803‒76’, in N. Stoskopf, ed., Les patrons du Second Empire, 7: Banquiers et financiers parisiens 

(Paris, 2002), p. 188).  
42 On their financial operations, see Assereto, G., ‘I patrimoni delle famiglie Brignole Sale e De Ferrari tra 

la fine del Settecento e la Restaurazione’, in Assereto, Doria, Piergiovanni, Saginati and Tagliaferro, I Duchi 

di Galliera, 1, pp. 363‒80.  
43 On the duke’s financial activities, see Piergiovanni, P. M., ‘Eredità, acquisti e rendite: genesi e gestione 

del patrimonio dei Duchi di Galliera’, in ibid., pp. 391‒448; Doria, ‘La strategia degli investimenti 

finanziari’. On his role in the French banking community, see also Bergeron, L., ‘Le premier duc de 

Galliera dans la Haute Banque parisienne du XIXe siècle’, in ibid., pp. 329‒40.   
44 De Simone, E., Alle origini del sistema bancario italiano, 1815‒40 (Napoli, 1993), pp. 208‒9. Around 

the mid-1830s it had been proposed to establish a savings bank in the city, but to no avail (ibid., p. 166). 
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12 

Turin: Wrapped in a Silk Robe 
 

 

 

The Genoese believed that Turin could not become a banking centre.   

In Turin nobody, be it capitalist or banker, engages in discounting regularly. 

CAVOUR
45 

 

Unlike a later stereotypical image of Italy as composed of an industrialised North and an agrarian 

South, in the early nineteenth century Piedmont was a predominantly agricultural region. Life was 

hard in the valleys and hills, and miserable in the mountains, which stretched over half of the 

country. Land was fragmented into smallholdings. Apart from wheat and corn, the main crops 

were rice, grapes and especially mulberry.46 In Liguria wealth was represented by the sea, in 

Piedmont by silk. It was silk which constituted the most valuable export good and it was silk 

again which fed off the credit circuit of the region and to some extent manufacturing, as exports 

consisted mainly of raw or semi-finished silk. 

Turin, the kingdom’s capital, towered over an agricultural landscape and a handful of towns 

– Cuneo, Alessandria, Asti, Novara, Vercelli – which were mainly administrative and 

consumption centres. As the capital of an expanding absolutist state, in the course of time Turin’s 

growth had outpaced that of the other urban centres, attracting sizeable migration flows.47 Unlike 

Genoa’s, the financial history of the city was lacklustre. There had been a time, between the 

thirteenth and the fifteenth century, in which the region was famous all over Europe for its 

merchant bankers hailing from Asti, Chieri and other Piedmontese towns. They were the 

renowned Lombardi, whose casane (banking houses) could be found in all major financial 

centres, from Burgundy to the Low Countries, from Germany to Champagne, Lorraine, 

Switzerland and Savoy. Under papal patronage as tithe collectors in central-western and northern 

Europe, despite their ample financial means they had remained mainly moneychangers and retail 

lenders who used to leave larger transactions to the Florentine and Sienese houses.48 

When Turin started its ascent as the new capital of the Duchy of Savoy in 1563, the 

Lombards’ glory was already declining. Their place had been taken by Jewish bankers and mounts 

of piety, promoted by the Franciscan order since the fifteenth century to fight usury.49 And it was 

precisely a mount of piety that was to be the most relevant financial institution in Turin until the 

first half of the nineteenth century. The Confraternity of St. Paul (Compagnia di San Paolo) was a 

catholic confraternity founded in 1563 with the double aim of providing material aid to the poor 

                                                                 
45 Cavour to Naville, Turin 13 Apr. 1844, in Epistolario, 3, p. 68; ‘Memoria per una banca a Torino’, in 

Epistolario, 4, p. 473. 
46 Castronuovo, V., Storia d’Italia: le regioni italiane dall’Unità a oggi,1: Il Piemonte (Torino, 1977), pp. 3‒4. 
47 Ibid., p. 8; Levi, G., Centro e periferia di uno stato assoluto: tre saggi su Piemonte e Liguria in età 

moderna (Torino, 1985), pp. 11‒69. 
48  Bermond, C., ‘Un secolo di sviluppo creditizio nel Piemonte meridionale, 1848‒1943: un’ipotesi 

interpretativa’, in id., ed., Banche e sviluppo economico nel Piemonte meridionale in epoca 

contemporanea: dallo Statuto albertino alla caduta del fascismo, 1848‒1943 (Torino, 2001), pp. 18‒9.  
49 Fanfani, T., ‘Usura e attività di prestito alle origini dell’Italia moderna’, in Cova, La Francesca, Moioli 

and Bermond, La banca, pp. 161‒9. 
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and combatting the spread of the Reformation into the country.50 In 1579 it established a mount of 

piety, besides other charities (opere), each with its own endowment. Very soon the confraternity 

won the confidence of the public, attracting an increasing flow of donations. In the first half of the 

seventeenth century, its capital had already grown enough to enable it to perform increasingly 

complex banking operations, like collecting deposits, lending money to the city and the upper 

class and even assisting the state government to issue its first public debt bonds in 1653.  

In 1801, under French rule, the mount had been briefly suppressed and then re-established as 

a secular banking institution lending at interest. When Savoy sovereignty was restored, the 

Confraternity of St. Paul was entrusted with the management of this branch (the so-called Mount 

of Piety at Interest) together with that of the re-established Free Mount of Piety. In the following 

decades the confraternity’s capital continued to grow substantially thanks to numerous bequests. 

In 1848 its capital amounted to almost seven million lire, making St. Paul’s the single most 

important credit institution in the country51 – a striking contrast with the Two Sicilies, where 

coeval mounts of piety, thanks to state patronage, had morphed into a proto-central bank many 

times larger (see Figure D.4). 

Besides the mount of Turin, almost every town and large village had its own mount of piety, 

the largest of which was that of Novara.52 Another kind of charitable credit institution thriving in 

that period were savings banks. They were often promoted by mounts of piety and municipalities 

as a means to encourage the lower class to save. The first savings bank in the Kingdom of 

Sardinia was established in Turin by the Cassa de’ Censi in 1827, shortly after the introduction of 

this new banking institution in the Kingdom of Lombardy-Venetia. The Cassa de’ Censi53 had 

been established in 1795 in order to finance the city’s debt. Its activities mainly consisted in 

providing loans to the municipality, raising capital through the issue of public bonds and paying 

annuities to the city’s creditors. In 1817 it also launched an insurance branch, paying life annuities 

against capital deposits, which were then employed in favour of public finances. Ten years later, 

in a burst of philanthropy but also owing to growing financial needs, it opened a savings bank.54 

Despite a faltering performance during the first decade of its existence, from the mid-1830s the 

new bank started to accumulate increasing deposits. 

In spite of its favour among the public (including the wealthy), its size remained limited, 

partly due to the conservative attitude of its regulators:55 in 1848 the total credit of depositors 

(deposits plus interests) was almost one million, distributed across roughly 6,000 passbooks.56 

Compared to the savings banks in the other states its size was still tiny: dwarfed by those in 

Milan, Rome, Florence and Venice, it accounted for a mere 2.5 per cent of the total deposits of 

Italian savings banks. In 1834 a second savings bank was opened in Chambéry and a third one in 

                                                                 
50 The main study on the mount (later Istituto Bancario San Paolo) is Abrate, M., L’Istituto Bancario San 

Paolo di Torino, 1563‒1963 (Torino, 1963). 
51 Pautassi, V., Gli istituti di credito e assicurativi e la borsa in Piemonte dal 1831 al 1861 (Torino, 1961), 

pp. 255‒6, 262; Prato, G., ‘Risparmio e credito in Piemonte nell’avvento dell’economia moderna’, in La 

Cassa di Risparmio di Torino nel suo primo centenario, 4 luglio 1827‒ 4 luglio 1927 (Torino, 1927), pp. 72‒3.  
52 Bermond, ‘Un secolo di sviluppo creditizio’, pp. 48‒50. 
53 The complete name was Cassa de’ Censi, Prestiti e Annualità. Censi were annuities paid in relation to the 

value of real estate. The history and operating profile of the Cassa can be found in Pautassi, Gli istituti di 

credito in Piemonte, pp. 178‒221.  
54 For a history of the Turin Savings Bank, see Prato, ‘Risparmio e credito in Piemonte’ and Fenoglio, G., 

‘La Cassa di Risparmio di Torino nei suoi primi cento anni di vita’, in La Cassa di Risparmio di Torino, pp. 

257‒629. 
55 Since deposits were guaranteed by public finances, regulations were put in place in order to curtail the 

amount of money that could be deposited, so as to privilege small investors over large ones, at the same 

time limiting the city’s exposure (see Pautassi, Gli istituti di credito in Piemonte, pp. 227‒36). 
56 Fenoglio, ‘La Cassa di Risparmio di Torino’, pp. 314‒5. 
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Alessandria four years later – another dismal record compared to their mushrooming in northern 

and central Italy, only matched by their almost complete absence in the South (see Figure 2.2). 

 

 

FIGURE 2.2. Total deposits and number of savings banks in Italy, 1830‒40. Source: Own 

elaboration based on De Simone, Alle origini del sistema bancario, Tabb. 4‒5. 

The backwardness of the Piedmontese market was made manifest not only by the ambiguous 

nature of mounts of piety and savings banks – between charities and credit institutions – and their 

disappointing performance in regional comparison, but also by that of the other credit category 

dominating the market – the ‘silk merchant bankers’. The Piedmontese silk industry engaged 

almost exclusively in the most rudimentary phases of silk production, namely reeling and 

throwing. The first phase was carried out at home by peasants, the second in silk mills by seasonal 

labourers. Fixed investment was therefore minimal and credit needs arose only twice during the 

year: in late spring, at the time of the purchase of cocoons and at the end of summer, when raw 

silk was delivered to be thrown in the mill. The production cycle was wholly in the hands of the 

rich merchants in Turin. In spring, they advanced the farmers loans to buy the cocoons or 

provided them directly with the raw material. Later in summer, they were paid back with raw silk 

to be sent to the mills, of which they were often the owners. In winter, thrown silk was delivered 

to the markets in Lyon and London. Exports were paid through bills of exchange, which were 

negotiated by the few bankers in Turin specialising in international trade and often ended up in the 

hands of the Genovese to finance their imports. When needed, Turin’s merchants could obtain 

advances on silk sales from their foreign buyers, albeit at an expensive rate.     

The number of silk merchant bankers was quite high, while the size of their enterprises was 

rather small. They were very often of Jewish origin (like Levi, Todros, Ottolenghi and Avigdor) or 

from Switzerland, particularly from Geneva (like Defernex, Long and Dupré), two minorities 

well-established in business for centuries. The few large bankers (Nigra, Barbaroux, Cotta, 

Vicino, Mestrezat, Bolmida), besides financing silk exports, operated as wholesalers on the 

sovereign debt market, buying large shares they then resold to their clients – large, that is, for a 

dull market like Turin.57     

                                                                 
57 Decugis, Banca e credito, pp. 16‒7, 20, 24‒7. Jewish bankers came to Piedmont as early as the sixteenth 

century, while the Swiss arrived during the eighteenth century, mostly attracted by the flourishing silk 

business. 
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13 

Financial Awakening 
 

 

 

The States of HM are large, industrial and wealthy enough to allow two banks to find in the country’s two 

major cities a field sufficiently vast [for them] to exploit without damaging each other.   

CAVOUR
 58 

 

Until the 1840s the economic landscape in the Kingdom of Sardinia was colourless. In the Duchy 

of Genoa industry stagnated and the port struggled to keep pace with Livorno and Trieste. In 

Piedmont the only noteworthy industry was silk. Although silk exports were considerable, 

producers had to face the growing competition of Lombardy and France, where manufacturing 

techniques were progressing rapidly – unlike in Piedmont, still tied down to obsolete methods.59 

Capital was mostly invested in land. Wealthy landowners benefited from an oversupply of credit 

on the mortgage market by rich merchants and rentiers, while smallholders were left in the 

clutches of country usurers.60  There was almost no securities market. Entrepreneurs, even in 

Genoa, tended to rely almost exclusively on their personal wealth61 and as regards public debt, the 

small amount of ‘Sardinian 5 per cent rentes’ bore a yield of 3.5 per cent due the reluctance of 

investors to part with their holdings. Bills of exchange – except for international transactions – 

were as rare as hen’s teeth, especially in Piedmont, and credit was usually granted either orally or 

through private contracts (lettere d’impegno) which were however, needless to say, neither 

transferable nor discountable.62  

Credit integration within the country mainly relied on the circulation from Turin to Genoa of 

bills of exchange originated by international trade and by Genoese loans to Piedmontese 

landowners on the mortgage market. Moreover, the monetary system itself was fragmented. After 

the Congress of Vienna, the new Piedmontese government decreed the ‘old Piedmontese lira’ 

should be restored and extended to the new provinces. Since the old system was based on that of 

Charlemagne (20 shillings or 240 pennies), the decision had the symbolic meaning of a break with 

Napoleonic rule, which had introduced the decimal system. However, Charlemagne had long 

since been laid in his grave and the world had moved forward – in 1816 the system was therefore 

changed into a decimal, bimetallic one based on the ‘new Piedmontese lira’, which was equivalent 

to the French franc. Yet the old coins were still widely circulating: among them the genovina, 

cavallotto and parpaiola in Liguria, doppia di Savoia, scudo di Savoia and maurizio in Piedmont. 

Their use was proscribed in 1826, but without much success.  

The circulation of foreign coins, from Rome and Naples as well as from Spain and Austria, 

was also ubiquitous, so much so that some of them were even legal tender. Unable to limit the 

spread of Milanese coins into the eastern provinces, in 1844 the government had to set fixed 

                                                                 
58 ‘Memoria per una banca a Torino’, in Epistolario, 4, p. 479. 
59 See Pautassi, Gli istituti di credito in Piemonte, pp. 25‒9. 
60 Decugis, Banca e credito, pp. 9‒10. Cf. also Castronuovo, Il Piemonte, pp. 41‒8. 
61 Decugis, Banca e credito, pp. 35‒6. A certain disinclination to joint endeavours could be found even 

among Genoese financiers already in the eighteenth century, see Felloni, Gli investimenti finanziari 

genovesi, p. 476. 
62 Decugis, Banca e credito, pp. 14, 23, 32, 37, 59. 
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exchange rates with the national currency. In Sardinia the decimal system was introduced only in 

1843, but the circulation of former coins – and even low-denomination eighteenth-century 

Treasury scrips – was still allowed (see Chapter 21). The effectiveness of monetary reforms was 

therefore somewhat impaired by the long periods of time necessary to draft and enforce them 

(three decades). 63  It was only under the pressure of a severe debt crisis in 1848 that the 

government eventually took a firm stance towards monetary issues by imposing banknotes 

circulation, while the full unification of the coin system would be achieved only through a 

country-wide reform in the wake of Italian unification. 

The stance of the government towards financial issues was highly conservative. Public 

indebtedness was kept as low as possible. Military expenditures alone accounted for two-fifths of 

the budget, while general expenditures for one-third, the rest being modest financing costs and 

costs related to state enterprises. To make ends meet, the state relied mainly on indirect taxation 

and revenues from monopolies and state enterprises.64 Taxation was preferred to debt – whence 

the negligible size of one of the pillars of modern securities markets. Industry was rudimentary, so 

that no long-term investments were needed and in the few cases where they were actually needed, 

like railways, the state nearly monopolised the business, financing it directly.65 Moreover, all 

financial transactions where subject to the usury law, which imposed a 5 per cent ceiling on 

interest rates.66   

The government was not prejudiced against financial innovations per se, but rather quite 

determined to maintain its supremacy vis-à-vis the private sector and foreign influence. The 

functioning of the Real Mutua (Royal Mutual Aid Society) shows this clearly. Established in 1829 

in Turin as a mutual fire insurance company – an innovation for that time – it was placed under 

the supervision of a royal commissioner with wide-reaching powers and, to protect it and wipe out 

from the market the French insurance companies operating in the country, it was granted a legal 

monopoly. The project regarding the establishment of a joint-stock insurance company connected 

to an existing one in the Kingdom of Lombardy-Venetia proposed by the bankers Nigra, Vicino 

and Barbaroux, by contrast, was rejected.     

The Real Mutua, however, was one of the last examples of truly ancien régime policies. By 

the mid-1830s the government had started to adopt a more liberal approach. This could be clearly 

seen in the mitigation of the highly protective trade regime as well as in financial affairs, as a 

response to the growing dynamism of the business world. This changing attitude could be first 

perceived with regard to the insurance sector. In 1833 the government eventually authorised the 

establishment of a second fire insurance company – the one promoted by Barbaroux – thus 

breaching the monopoly of the Real Mutua, and one year later reopened the market to foreign 

competition,67 whereas in Genoa local entrepreneurs were starting to challenge foreign insurance 

companies.   

After 1840 savings banks also began to multiply across the whole country: though remaining 

small institutions with very conservative investment strategies, 68  they were nonetheless 

                                                                 
63 De Simone, Alle origini del sistema bancario, pp. 37‒40, Conte, La Banca Nazionale, p. 23 and Santoro, 

M., L’Italia nei suoi progressi economici dal 1860 al 1910 (Roma, 1911), p. 286. 
64 Cf.  Guderzo, G., Finanza e politica in Piemonte alle soglie del decennio cavouriano (Santena, 1973), pp. 

327, 329. 
65 Romeo, R., Vita di Cavour (Roma-Bari, 1990), p. 123.   
66 Decugis, Banca e credito, p. 362. 
67 Both the Real Mutua and the new joint-stock company Compagnia Anonima d’Assicurazione di Torino – 

better known as Toro – became very successful enterprises and are still operating nowadays. For the 

development of the Piedmontese insurance sector, see Pautassi, Gli istituti di credito in Piemonte, pp. 9‒

221. 
68 Ibid., pp. 250‒1. 
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contributing to credit mobilisation. The stock market too was slowly developing, notwithstanding 

hesitations and an approach still informed by dirigiste concerns. In 1842 the first piece of 

legislation on stock exchanges and brokerage was drafted, subordinating their activities to a royal 

permit. In 1847 the requirements to become a broker were toughened and a numerus clausus for 

each regional market was introduced. Such strict rules remained however rather ineffective, 

especially in the largest market of Genoa, where the traditional exchange, not yet recognised by 

the government, continued to work unregulated until 1850.69   

More importantly, the project of establishing of a bank of issue began to take shape. The idea 

was not new. During the eighteenth century several plans to establish such an institution had been 

seriously considered, remaining nonetheless on paper. In 1828 the proposal was once again 

brought forward and rejected. The problem at that time was not a lack of means of payment which 

a bank of issue could alleviate but rather a lack of business. Money was abundant relative to the 

low level of transactions, although inefficiently invested mainly into real estate and public debt. 

The government therefore saw no reason for establishing the bank. In 1832 a new project was 

submitted for examination. The capital would be 1.5 million and the promoters were asking for 

the monopoly on discount activities. Once again – arguably with very good reasons – the proposal 

was rejected. A more serious and promising project regarded a bank of issue with a capital of 10 

million and branches in Turin and Genoa. The government pondered at length over the plan. 

Fearing that the bank could be mismanaged and prone to speculation, it decided its activities 

should be monitored by a director and two commissioners appointed by the king. At the same 

time, even a strong bank with a future closely tied to the government was a subject of concern, 

since it might exert too powerful an influence on the latter and on the credit conditions in the 

country, or the government itself might misuse its influence on the bank to create inflation. In all 

those reasonings there was certainly a grain of truth – before long, history would show what close 

ties could bind government and a government-backed bank of issue. 

Adding to the bewilderment of the government, in 1834 the French adventurer Rubichon – 

who had already obtained the right to establish a bank of issue in the Papal States (the future 

Roman Bank) – began insistently to petition for the same right from the Savoys. Fortunately, 

Rubichon’s scheme, which consisted in getting the privilege of note issue from the government so 

as to quickly sell the shares of the new bank at a high price and flee the country immediately 

thereafter70 – was uncovered and the privilege refused. Perplexed and beset by continual petitions, 

the government eventually decided to drop the idea of a bank of issue altogether and instead use 

its modest but regular surpluses to grant credit directly to the market (see Figure 3.2).71 

The idea was revived in 1837 by a group of Genoese bankers led by De la Rüe, Parodi and 

Ricci. Acting as a middleman between promoters and government was one of the best friends of 

De la Rüe, Camillo Benso, Count of Cavour. The young Turinese count, however, did not find an 

attentive ear in the government and the permission was refused.72 The group returned to the 

charge in 1843, this time successfully. Interestingly enough, the first meaningful contributions of 

the architect of Italian unification to the modernisation of his country were in the field of finance. 

                                                                 
69 See Da Pozzo, M. and Felloni, G., La Borsa valori di Genova nel secolo XIX (Torino, 1964), pp. 1‒8. In 

Turin, a stock exchange had been established by the French regime in 1802. More than operating, it 

vegetated until 1828, when the government did not renew the lease on the stock exchange building and 

evicted the brokers, who consequently became nothing else than private traders (see Prato, ‘Risparmio e 

credito in Piemonte’, pp. 176‒9).   
70 What he actually did in the case of the Roman Bank, see Porisini, G., Condizioni monetarie e investimenti 

nel bolognese: la Banca delle Quattro Legazioni (Bologna, 1969), pp. 2‒5. 
71 On the vain attempts to establish a bank of issue in the country before 1844, see Prato, ‘Risparmio e 

credito in Piemonte’, pp. 45‒6, 151‒65. 
72 Decugis, Banca e credito, pp. 55‒6. 
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Before becoming a charismatic politician, Cavour was a resourceful entrepreneur and an 

imaginative speculator. He was very well connected in the highest social circles in France and 

Great Britain, where he had travelled since 1837. He was no novice in business. As manager of 

his family estate in Leri, he soon started to speculate on the Genoese grain market thanks to the 

advice of his friend De la Rüe. In France he was enticed by the stock market and in 1839 lost a 

fortune speculating on the Eastern Question. He was also eager to invest in industry, in particular 

railways and mills and, thanks to his Genoese and English acquaintances, profitably engaged in 

guano trade and re-sale of agricultural products from other landowners who lacked his trading 

connections.73 While the traditional portrayal of Cavour as a businessman tends to emphasise his 

efforts in modern agriculture and his staunch support for free trade, he was particularly keen on 

financial matters. Were he reborn today, he would probably side with those economists seeing in 

financial development the precondition for rather than merely the result of strong economic 

growth. 

 The new bank of issue, modelled on that in Marseilles, had a capital of 4 million and, 

besides the usual activities of a commercial bank, like discounting bills with three signatures and 

three months to maturity, could issue banknotes whose value, together with all other sight 

liabilities, should not exceed three times that of its metal reserves. The government, however, 

concerned at the prospect that a tiny minority of bankers – and possibly of foreign capitalists – 

could gain an overwhelming influence on the market, besides appointing a royal commissioner to 

supervise the bank’s activities, imposed that the shares be offered to all banking houses and major 

merchants in Turin, Genoa, Nice and Chambéry, privileging the most loyal to the government. 

Nevertheless, Cavour managed to secure the relative majority for his associates: an important 

result, given the fact that the offering was heavily oversubscribed. The relative majority of the 

capital was in Genoese hands but Turinese bankers were not at all under-represented.74 The first 

president of the bank was De Ferrari, future Duke of Galliera, who soon resigned and was 

substituted first by Parodi and later by Oneto,75 while as director was appointed Carlo Bombrini, 

former director of Parodi’s house.76 From then onwards, Bombrini would uninterruptedly lead the 

bank for almost forty years, from its foundation to its transformation into the Sardinian National 

Bank and finally as first Director General of the National Bank in the Kingdom of Italy until his 

death in 1882.77   

The bank had initially aroused the suspicion of many Genoese bankers, who feared it might 

monopolise the discount business. Once the project was officially approved, they hastened to 

subscribe in order to have a say in the management of a potential competitor. But they soon 

realised that their business, instead of being threatened, was significantly enhanced by the bank. 

As this latter discounted only large-denomination bills, private bankers could peacefully continue 

to discount bills for the medium-sized and small commerce. Furthermore, since the bank, because 

of its comparatively large size and its right to discount by issuing notes instead of paying with 

specie, was able to reduce its discount rate, it was in practice providing bankers with cheaper 

funds without necessarily altering credit conditions for all the others. In other words, bankers 

wary of engaging in price wars on the market could lower their funding costs while maintaining 

                                                                 
73 Romeo, Vita , pp. 84‒6, 90‒3, 118‒25. 
74 Pautassi, Gli istituti di credito in Piemonte, pp. 310‒1; Decugis, Banca e credito, p. 58. 
75 Another big Genoese merchant turned financier, see Assereto, G., ‘Oneto, Giacomo Giovanni Battista’, 

Dizionario biografico degli italiani, 79 (2013), available at http://www.treccani.it /enciclopedia/giacomo-

giovanni-battista-oneto_%28Dizionario_Biografico%29/ (retrieved 13 May 2015). 
76 See Doria, ‘La strategia degli investimenti finanziari’, pp. 458, 523.  
77 See Calzavarini, M., ‘Bombrini, Carlo’, Dizionario biografico degli italiani, 11 (1969), available at 

http://www.treccani.it/enciclopedia/carlo-bombrini_(Dizionario-Biografico)/ (retrieved 13 May 2015). 
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their revenues, thus increasing their profits. That the bank was mostly discounting to its 

shareholders was clear from the percentage (roughly 90 per cent) of discounted bills over 1,000 

lire, against the 35 per cent of the Bank of France, and by the average value of the bills, around 

6,000 lire. In terms of value, bills under 2,000 lire accounted for just 6 per cent of total discounts. 

When the crisis in 1848 approached, their share dropped further, as the bank, for the sake of 

prudence, was curtailing credit – to small clients, of course.78 

Since the Bank of Genoa was not going to open a branch in Turin – considered an 

underdeveloped market – Cavour, who did not share this view, decided to promote another bank 

of issue in the capital. He was confident of its success and already envisaged a merger between 

the two banks, both as a financier with a nose for good deals and as a partisan, in principle, of a 

system dominated by a single, mighty national bank of issue. On his side he could count on 

Turinese bankers like Bolmida and Mestrezat but also Genoese friends like De la Rüe and Ricci 

and was soon able to involve all major Piedmontese banking houses, including Nigra and 

Barbaroux, in spite of the resentment and concern that this bold initiative, like in Genoa before, 

had at first raised. The government imposed once again a redistribution of shares, fearing the 

predominance of bankers79 and foreign investors inside the new institution, for Lyon’s merchant 

bankers, traditional providers of liquidity to the Turinese market, were eager to join. Nonetheless, 

Cavour was once again able to secure the majority for bankers. The bank – with a 4 million 

capital – was approved in late 1847 but, also due to the political and economic upheaval in 1848, 

it began operating only in autumn 1849, when its merger with the Bank of Genoa had already 

been decided (see Chapter 14).80 During its few months of autonomy, the bank operated like its 

Genoese sister and discounted almost exclusively to its shareholders, who were often presenting 

to the bank’s clerks bills for hundreds of thousands lire at a time.81            

In one decade, the wind had changed in the financial world, but the development of a modern 

credit system had just begun. A long road was still ahead. Or rather, it seemed to be, for the 

unfolding of political events hastened financial evolution tremendously.   

  

                                                                 
78 For figures on the bank’s activities and its strategy, see Doria, Investimenti e sviluppo, 1, pp. 83‒4; Conte, 

La Banca Nazionale, Tab. 20.  
79 Although this may sound strange to a twenty first-century reader, the government’s idea was that an 

establishment which was meant to provide credit to the market had to be controlled by merchants and 

producers rather than bankers (even though, as mentioned previously, the distinction was not always clear cut). 
80 For a brief history of the Bank of Turin, see Marchetti, L., ed., Cavour e la Banca di Torino, 1847‒50: 

con documenti inediti (Milano, 1952). 
81 See  Decugis, Banca e credito, p. 114. 
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14 

In the Beginning Was the Debt: 

The Blessed Season of State Indebtedness 
 

 

 

The three following years were disastrous for the country’s finances … The war was rather long and 

demanded new and numerous sacrifices.   

ISIDORE SACHS
82 

 

Before 1848 the Kingdom of Sardinia was a paragon of fiscal virtue. With its unblemished record 

of low deficits or even surpluses, it would have been the dream member state of every President 

of the ECB (Figure 3.2). As in the Two Sicilies, in Piedmont as well the Restoration had translated 

into an increase of public debt due to indemnities in favour of France and other liabilities such as 

those of the supressed House of St. George, for a total of 96 million lire. Then in early 1821, when 

the Austrians were already marching on Naples, an ill-conceived army coup, resulting in the 

abdication of Victor Emmanuel I, unsuccessfully tried to impose a constitution and drag the 

country into a war against Austria. The legitimate government under King Charles Felix was 

restored by the Austrians but, unlike in the Two Sicilies, the Austrian occupation was both shorter 

(from April 1821 to October 1823) and cheaper. Though costing more than 6 million lire per year, 

this was nothing compared to the 382 million lire paid by Naples (see Chapter 2) nor did it forced 

the government to borrow. Under King Charles Albert a series of administrative reforms, growing 

public investment and police expenses resulted in modest borrowing. Public parsimony, however, 

was such that in the mid-1840s the government was still declining credit offers from abroad. In 

1847 Piedmont’s total debt of 135 million lire was patently inconspicuous, so much so that De la 

Rüe did not hesitate to call it ‘the State the most solvent of Europe’.83   

Although a model debtor, however, under its new ruler the Kingdom of Sardinia turned into 

an unruly neighbour. At the height of the riots and political turmoil sweeping all Italy, in February 

1848 Charles Albert, emulating Ferdinand II in Naples, granted a constitution (Statuto Albertino). 

A few weeks later, after Milan and Venice had taken up arms against the Austrians, pressed at 

home by the Viennese revolution, he declared war on Austria. The campaign ended disastrously 

for the Sardinian army a year later with the bloody defeat of Novara. Charles Albert abdicated in 

favour of his son Victor Emmanuel, only to die a few months later in exile, while a republican 

insurrection in Genoa had to be repressed ruthlessly. Yet, despite this debacle the parliamentary 

regime survived unscathed, while the Italian cause became increasingly appealing as a supreme 

form of revanchism. 

Unsurprisingly, the fiscal legacy of the war was a mountain of debt, incurred to finance 

military operations and, later, to pay the war reparations owed to Austria. At the start of hostilities 

in early spring the government had raised cash through voluntary loans, which, however, 

launched again in summer, proved disappointing. Nor was 1848 exactly the right year to ask for 

                                                                 
82 Sachs, I., L’Italie : ses finances et son développement économique depuis l’unification du royaume, 

1859–84 (Paris, 1885), p. 439. 
83 Guderzo, G., Il Piemonte e le grandi banche europee nel 1848/9 (Napoli, 1969‒70), pp. 570‒82; Decugis, 

Banca e credito, p. 89‒90; De la Rüe to Cavour, Genoa 30 Aug. 1848, in Epistolario, 5, p. 290. 
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credit on the international market. Flooding the market by issuing new debt through the national 

bankers was not promising either, so the chosen solution was to launch a compulsory loan, to 

which landowners, merchants and industrialists had to contribute on the basis of their patrimony.  

Neither for the state nor for the taxpayers was this good news – but it certainly was for 

bankers, who could now profitably lend money to all others, since smaller contributors, in order to 

pay for the state loan, were not only forced to strip themselves of their cash holdings but often to 

run into debt, mortgaging their properties, or simply selling them at a huge loss. The result was a 

net transfer not only of financial wealth from the middle class to the financial elites (with profit 

margins around 35 per cent) but also of real property. While many had to run into debt or sell their 

estates to subscribe the loan, rentes prices on the secondary market were falling due to the need 

for small holders to recover liquidity, enabling larger investors – among them the Bank of Genoa, 

its banker shareholders and Cavour himself – to reap high yields by buying them up. In regional 

terms, extraordinary finance thus triggered a shift of resources from the provinces, shorter of cash, 

towards Genoa and Turin. Bankers of course then profited from the war also by acting as 

intermediaries in the business of military supplies. 84   

Yet, even more than for private bankers, this was the moment of glory for the Bank of Genoa. 

In the summer of 1848, the patriotism of the ancestor of the Bank of Italy was still dormant. 

Although, thanks to its prudent management, there was plenty of money in the bank’s vault, the 

bank had no intention of relieving the government by granting it a loan against deposits of public 

debt coupons. Turinese bankers would have been inclined to support the state and willing to invest 

into public bonds, but the Genoese, who were the majority shareholders, were not. The 

unrelenting worsening of the public finances, however, called for bold measures and Cavour, the 

bank’s godfather, was eventually able to broker a profitable deal for both the government and the 

bank. Against a 20 million loan at a 2 per cent interest rate secured by a mortgage on state-owned 

property, the government declared the bank’s notes inconvertible legal tender (corso forzoso). 

Paper circulation had become to some extent unavoidable: metal reserves were constantly 

flowing out of the country to cover military expenditure, while the wealthy were securing their 

holdings by sending them to Great Britain.85 It was nonetheless a historic breakthrough. Suddenly, 

a 4 million bank, by granting a loan five times larger than its own capital, could extend its 

circulation all over a country otherwise averse to paper. Government and bank were happy, less so 

merchants, especially in Genoa, as international trade needed to be settled in specie. Moreover, by 

delaying the introduction of small-denomination notes, the bank was creating a profitable market 

for moneychangers, while manufacturers could – under the excuse of a dearth of coin ‒ defer the 

payment of wages until arrears were high enough to be paid in notes. 

Consumers too were arguably experiencing hard times since part of the additional financing 

costs incurred by merchants and shopkeepers translated into higher prices.86 Nevertheless, during 

the corso forzoso the agio (premium) on specie remained moderate, sign of the growing 

acceptance of notes among the public. 87  In the meantime, the bank’s affairs prospered. Its 

circulation, equal to 1.5 million in 1845, had soared to 36 million in 1849 and its shareholders, 
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previously used to meagre dividends of between 1.5 and 3.7 per cent, could now rejoice at a 9.3 

per cent dividend – a gratifying result indeed in a crisis period like 1848/9.88   

A further momentous consequence of paper inconvertibility was the merger between the 

Bank of Genoa and the Bank of Turin. If this latter was to start operating soon – the Genoese 

presumed – it might be able to obtain from the government legal tender status for its paper too, 

while their own bank would almost certainly lose the Piedmontese market because of the 

preference Turinese businessmen would give to their own city’s bank. If they set up shop without 

legal tender status – the Turinese reckoned – the circulation of their notes would be very limited 

and they would be forced to rediscount their portfolio with the Bank of Genoa, thus remaining a 

second-class institution. The only mutually beneficial way to overcome this impasse was the 

merger of the two potentially competing banks, decided in summer 1849. By the end of the year 

the merger was approved.89 The National Bank of the Sardinian States (Banca Nazionale degli 

Stati Sardi), the ‒ by then ‒ only institution authorised to issue banknotes for the whole country, 

was born. Cavour’s long-cherished dream had come true. 

Investment ties between Genoese and Turinese financiers, already established with the 

foundation of the Bank of Genoa, were further strengthened by the merger of the two banks. 

Former enemies now looked at each other as business partners, bound together by the invisible 

ties of a common public debt and inconvertible paper issued by a jointly-owned bank. Once 

indebted, the Piedmonte state won the sympathy of the Genoese banking elites, although not that 

of common people, whose attempt to rebel and establish a republic in the aftermath of military 

defeat ended in bloodshed.90 As a disenchanted and prescient Cavour had remarked to his friend 

De la Rüe long before, note inconvertibility itself necessarily attached the wealthy Genoese to 

Turinese rule because, had they toyed with the idea of resurrecting the ancient Republic, they 

could have bidden farewell to any hope of seeing their 20 millions in notes ever repaid.91 

Thus, paradoxically, the disarray of public finances had paved the way for financial and 

political integration. The living example – and mastermind – of the alliance between politics and 

capital, between Genoa and Turin, was the Count of Cavour, but personal and political interests 

overlapped for many others as well, like the banker Giovanni Nigra, promoter and second 

president of the Bank of Turin, who passed this position to his brother Felice after being 

appointed Finance Minister in 1849.92  War, with its fiscal corollary, led also to the integration of 

the kingdom into the circuit of international capital – in the uncomfortable role of borrower, of 

course. While during the war no foreign bank was willing to support a small kingdom against a 

big power, once the peace deal was struck Piedmont suddenly became an interesting client.93 The 

Rothschilds immediately seized the opportunity. Until then the Kingdom of Sardinia had virtually 

been virgin territory for them. In the early 1830s the Rothschilds had unsuccessfully attempted to 

gain a foothold in the kingdom, while ten years later some inconsequential negotiations had taken 
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place again regarding an issue of state bonds. But now, lending to the Savoys, desperately in need 

of money to pay war reparations for 75 million lire, while being at the same time, as bankers of 

the Habsburgs, in charge of their transfer to Austria, promised to be a ‘beautiful and safe piece of 

business’.94 In October 1849 James de Rothschild secured control of 1.25 out of 2.25 million 

rentes (for a nominal capital of 25 million lire) issued by the government to cover the first tranche 

of the indemnity plus current expenses, while only 450,000 were left to local subscription and the 

remaining was covered by other French houses. It was soon clear that the Grand Baron had taken 

the lion’s share, at the expense of the Treasury and the local capitalists. He paid his rentes at 80 

(besides earning a handsome commission for his services depressing the actual cost to 77) while 

local bankers got them at 83 in the public subscription, which ended up oversubscribed due to the 

insufficient share of rentes allotted to the local market. 

In the deal, Rothschild clearly claimed the winner’s spot.95 Local bankers ranked second, 

having paid a little more and taken less than they had hoped for. Among the losers were provincial 

and smaller investors, willing but unable to lay their hands on the scarce rentes, and, obviously, 

the state, which had alienated at 80 and to foreign bankers rentes which national investors would 

have been willing to pay several points more. A parliamentary querelle ensued on the preference 

accorded to foreign over national and to Turinese and Genoese over provincial investors, since the 

subscription had been opened only in the two major cities almost without prior notice in the 

provinces. While the choice to privilege foreign subscribers could be reasonable – as they would 

pay in specie, unlike national ones who could use banknotes – discriminating against provincials 

had a less clear economic rationale. Provincials, more insulated from the circulation of the Bank 

of Genoa, were encumbered by other forms of quasi-paper money issued by the government, on 

which the specie premium was higher than in the cities and of which consequently they were 

eager to get rid by buying rentes. 96  For the Treasury, collecting either provincial paper or 

banknotes should have been equivalent, as in the end they both represented public debt. Yet 

privileging Genoese and Turinese investors was not a mere instance of state capture. City bankers 

could buy rentes with banknotes, which were legal tender, and re-sell them against coin to 

provincials, whose paper money, as private citizens, they were under no obligation to accept. 

While their profits were thus inflated by the premium on specie, the resale resulted in a further 

draining of coin from the provinces to the main cities, where if need be it would be more readily 

available to the government as well. 97 

The advent of Rothschild did not really undermine the absolute position of national 

financiers: it just added a new layer on the top of the credit pyramid.98 Nevertheless, integration 

also meant satellisation. The placement of Piedmontese rentes abroad for the first time made their 

daily arbitrage possible to the advantage of both local and foreign bankers, but inevitably 

subordinated the local to the outside market. By limiting the amount of rentes available in the 
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Kingdom of Sardinia, the rentes were placed in Paris, Lyon, Geneva and Frankfurt. On the operation, see 
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101 

 

country and artificially depressing their price through covert sales carried out by local straw men 

like Bolmida or Mestrezat, Rothschild managed to shake the government’s trust in local 

resources, paving the way for new foreign loans, which punctually arrived.99 In 1850 Finance 

Minister Nigra negotiated a new twin-loan totalling 120 million – ‘the most beautiful deal I’ve 

ever made’ wrote James to his nephews.100    

‘The most beautiful deal ever made’ by James de Rothschild was arguably one of the ugliest 

for his client. More enterprising than his predecessor, Cavour, the new Finance Minister,101 was 

determined to escape Rothschild’s grip. He had to raise 18 million on the local market to repay 

the 20 million loan from the National Bank, so as to lift paper inconvertibility (see Chapter 19). 

The national issue of public bonds which took place in 1851 was, once again, a remarkable 

success: instead of 18, sales reached the staggering sum of 33 million. But he needed more 

money, about 80 million. Instead of turning to Rothschild, he arranged a loan – the first one in 

London – through Hambro. Despite Rothschild’s efforts to wreck the sales, these went reasonably 

well. After this painful blow, Rothschild negotiated new loans in the following years with the then 

Prime Minister Cavour, this time however under better terms, given the novel threat – sometimes 

simply a bluff – of international competition. 102  Nevertheless, no bargaining sagacity could 

durably reinforce the credit position of a country which, due to its ongoing military expenses, 

increasing debt servicing and infrastructural investments, was falling, as we shall see, into a 

downward debt spiral. 
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Conclusions 
 

 

 

 

Before 1848 few would have predicted the astonishing transformation of the Kingdom of Sardinia 

‒ from an unremarkable buffer-state into a regional hegemon able to unify the Italian peninsula ‒ 

which was to take place in the following decade. Even fewer would have imagined the 

demiurgical role its financial institutions would play in shaping an Italian national market. And 

certainly very few were the signs that Genoa and Turin would come to overshadow Naples as 

financial centres in a matter of years. 

In the early nineteenth century, the state of financial affairs in the Kingdom of Sardinia was 

in many ways remarkably similar to that in the Two Sicilies. After the Restoration the Savoys, 

like the Bourbons, undertook a reform of the monetary system, which was however much more 

gradual than in the South. Until 1824, Genoa was still minting coins according to the old 

Republican system, while Sardinia joined the Piedmontese ‘currency union’ as late as 1843.103 

Moreover, unlike the Two Sicilies, monetary reforms did not include paper money. Both the 

House of St. George and St. Paul’s shared some features of the ancient Neapolitan banks, the 

former managing ‒ before its suppression ‒ a cashless payment system based on its certificates 

and the latter being a mount of piety. But neither of them had developed an urban bank-money 

system as sophisticated as the one in Naples which the government could easily transform and 

entrust to a proto-central bank.  

More fundamentally, however, the Piedmontese government was less visionary than the 

Neapolitan one because it could afford not to be. It too had to pay dearly for the Restoration as 

well as for an Austrian military occupation in the early 1820s, but its debt burden was much 

lighter than in the Two Sicilies (Figures 1.2 and 3.3). Politically speaking, Piedmont had behaved 

like the Two Sicilies: it had relied on Austrian troops to repeal a hastily-granted constitution and 

reaffirm monarchical absolutism. Financially, however, this had cost it far less money – no 

Rothschild was needed to rescue the country from ruin. Despite its rosier situation, the 

Piedmontese government largely adhered to the same ancien régime doctrine practiced by the 

Bourbons, namely relatively mild taxation and small budgets. Growing public investment since 

the 1830s resulted in a modest increase of public indebtedness and only the economic crisis of 

1846/7 eventually turned fiscal surpluses into a deficit. The only contribution of a wealthy 

Treasury to financial development was thus its willingness to lend directly to the business sector, 

including seasonal support to a then still small bank of issue in Genoa.104 

The Rothschilds and a powerful deposit bank spreading its notes across the whole country 

apart, financial activities in Piedmont-Sardinia and the Two Sicilies were quite similar. The 

anchor of the whole system in the South was grain, in Piedmont silk. The bills of exchange earned 

by the Turinese silk exporters ended up in Genoa, where they financed the city’s import trade. As 

late as 1847 the Bank of Genoa observed that, save those from Genoa and Marseilles, no other 

foreign bills were drawn on Turin and that Turinese bills were perfectly irrelevant within the 
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European payment system.105 Without an institution like the Bank of the Two Sicilies acting as 

state treasurer and with only small markets for both bills of exchange and public debt securities, 

cashless payments were definitely more difficult within the Piedmontese kingdom, not to mention 

the abysmal conditions of the monetary system on the island of Sardinia (see Chapter 21). The 

situation started to improve with the establishment of the Bank of Genoa in 1844, although its 

circulation had a largely municipal character. The same sluggish development of savings banks 

compared to the Centre-North bears testimony to the relative stagnation of domestic markets. 

Their provincial character was confirmed also by the modelling of the Bank of Genoa on that 

of Marseilles, while the government, in good fiscal shape, welcomed the innovation for the sake 

of private business but was otherwise uninterested in the creation of a large national bank. A 

modest institution designed to fit modest markets, the Bank of Genoa was nonetheless crucial in 

institutionalising a working relationship between Turinese and Genoese bankers and sowing the 

seeds of a larger community of interests. Genoese independentism was certainly, if not 

emotionally, materially much weaker than in Sicily, a vast, wealthy island far away from Naples 

and cherished by the British. Yet it was lively enough to stir up a popular rising against Turin 

which had to be quelled by shellfire and plundering in 1849. The progressive alignment of 

financial interests between the two cities can therefore be read also as a token of political union.   

This union was dramatically strengthened by the events in 1848/9. In 1848 the Kingdom of 

Sardinia became a constitutional monarchy with the self-assigned role of champion of Italian 

liberty. The Two Sicilies, by constrast, stood firm on their policies of opportunistic concessions 

and subsequent repression reminiscent of the 1820s. The constitutional revolution in Piedmont did 

not only enfranchise its elites and rally them, despite the scepticism of many conservatives,106 to 

the Italian cause. Through the war it also provoked a major fiscal crisis that, as had happened in 

the South much earlier, irreversibly changed financial markets. Public debt surged and for the first 

time it was floated abroad through Rothschild, opening new opportunities for arbitrage and 

investment to foreign and domestic operators alike. Local bankers were not only better integrated 

internationally, they also saw their political power enhanced by the closer ties established between 

the Bank of Genoa and the government. Note inconvertibility amounted to a drastic, however 

temporary, monetary reform which imposed note circulation over the whole country. Although 

the bank remained fully private, its management and the government became closer by 

experimenting together with paper inconvertibility – a crucial experience they could draw upon in 

the future, when inconvertibility would become the hallmark of Italian monetary architecture. 

This extraordinary state of affairs also triggered the merger between the Bank of Genoa and 

its twin sister in Turin. Without the exceptional privilege of inconvertibility granted to the former 

alone and the novel interest of the government in having its own Bank of England to rely upon, 

the two banks might not have merged. Rather than forming a Bank of France, they might have 

continued to operate in their respective spheres very much like the French departmental banks of 

issue that the former, in the 1848 turmoil, was to take over as its own branches. Banking interests 

would then have again polarised, with the two banks extending their influence to and enclosing 

their respective regional markets. Conversely, the possibility of sharing the pre-eminence derived 

by inconvertibility and the new fiscal needs of the state further cemented the alliance between 

Genoese and Turinese bankers ushered in by the establishment of the Bank of Genoa. The capital 

of the new bank was evenly divided between the two former groups of shareholders and both 

Turin and Genoa had their own boards of twelve regents and three censors each, although Genoa 

retained its role of ‘central head office’. Institutional cohabitation was much less friendly than one 
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might assume (see, e.g., Chapter 22), yet it fostered economic integration and gradually forged a 

tight-knit community able not only to assert its own interest within a larger Italian market but also 

to incorporate new regional elements into its own framework. Although evidence is sparse, in this 

first phase monetary disarray and forced borrowing from the state resulted in a draining of 

resources from the provinces to the advantage of Genoese and Turinese bankers. This 

subordination of the provinces, however, would be later mitigated by the creation of a network of 

bank branches (see Chapter 20). At a time in which the future Bank of Sicily was drifting apart 

from its homologue in Naples and Southern provinces were still devoid of bank branches, the 

Piedmontese banking system would prove able to reshuffle itself by forging new bonds between 

the main cities and the rest of the country. 

The establishment of a large, transregional bank whose notes were still inconvertible, 

however, alarmed many. The executive was challenged in Parliament for approving the merger by 

decree rather than issuing a law sanctioned by the legislative body. It was not only a question of 

institutional balance within the new constitutional setting. What Parliament really feared was 

inflation and the stifling of competition by too large a bank patronised by the government, a bank 

which could unduly exert influence on the government itself, as the history of the Second Bank of 

the United States – banking pluralists argued – amply demonstrated.107 To overcome this impasse, 

the government drafted the kingdom’s first banking act, which was signed into law in July 

1850.108 The position of the National Bank was bolstered, for no other bank of issue could be 

founded without a law, yet pluralists could equally rejoice since no privilege was envisioned for 

the National Bank, which thus remained a fully private institution which was soon to lose the 

privilege of inconvertibility (see Chapter 18). With the 1850 banking act, the government simply 

eschewed the most burning questions concerning its new relationship with the bank and the new 

role of monetary and credit arbiter that this relationship implicitly bestowed on the latter. As we 

shall see in Part Three, for a decade Parliament barred the government from breaking this 

legislative reticence, which was to become even more embarrassing and insurmountable in a 

unified Italy.  

The intertwining of finance and politics and the rise of a new, nationalist sense of purpose 

within a parliamentary regime was best embodied by Cavour, a traditional intermediary between 

Genoese and Turinese business elites, a studious observer of British political, economic and 

financial institutions, a moderate and monarchic nationalist under whose leadership Piedmont-

Sardinia would turn from a vanquished into a conquering power and the National Bank from a 

regional institution into the most powerful bank in Italy. 

                                                                 
107 BGP, 1, p. 484. 
108 L 9 July 1850, no.1054, in Raccolta degli Atti di governo di S.M. il Re di Sardegna. 
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Part Three 

The ‘Indebtedness Decade’ (1849‒59) 

The ‘Cavourian decade’ (1849‒59) was a crucial period for the political and economic 

development not only of the Kingdom of Sardinia but of all Italy. From a financial point of view, 

the decade was characterised by the creation – almost from scratch – of a modern credit system at 

the top of which stood the National Bank. As sketched out in Chapter 16, within a matter of years 

Cavour endeavoured to transform the kingdom from an economy reminiscent of the eighteenth 

century into a modern state, with a larger public sector and a sophisticated credit system able to 

support both the government and the business sector. Although it soon rose to predominance, the 

National Bank never became a legal monopolist and was more than once threatened by the 

establishment of competing banks of issue (Chapter 17). Chapters 18 and 19 deal with the 

political debate on banking privileges. Although Cavour was able to obtain from Parliament 

neither legal tender status for the National Bank notes nor the entrustment of the Treasury service 

to the bank, he succeeded in greatly enhancing the latter’s position. This came, however, at the 

cost of a dangerous entanglement between the government and the bank.  

The later success of the National Bank in Italy was largely due to its effectiveness in 

expanding its branch network. During its apprentice years, however, branches proved challenging 

to manage because of liquidity constraints as well as speculation, as explained in Chapter 20. 

Chapter 21 is devoted to banking in Sardinia, a very poor region which, despite being ruled by a 

reformist regime, continued to a large extent to resemble the South’s most underdeveloped areas 

rather than the rich, northern mainland. Finally, Chapter 22 is devoted to the issue of monetary 

and banking stability, a sore point for the Kingdom of Sardinia. This part illustrates the constant 

struggles of the National Bank to remain solvent and the highly speculative character of financial 

development during the Cavourian decade. 
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16 

Moneyless Turbocapitalism: 

A Patriotic Endeavour 
 

 

 

Your country needs a quieting draught.   

CHARLES JOACHIM HAMBRO
1 

 

In Italian historiography the ‘decade of preparation’, also known as the ‘Cavourian decade’, refers 

to the period from 1849 to 1859, a decade in which, under the leadership of Prime Minister 

Cavour, the kingdom changed profoundly. It was an apprenticeship time – according to this 

almost messianic view – that ‘prepared’ the Kingdom of Sardinia to take over the whole 

Peninsula and establish the Kingdom of Italy – an accomplishment only a country so long and so 

well trained could achieve. Apart from nostalgic nuances, this periodisation highlights the far-

reaching consequences of reforms that – stretching from the judicial to the administrative, from 

the political to the economic domain – in the course of just a few years changed the face of the 

country. It also suggests that most of Italy’s fundamental structures had been, as if in a nutshell, 

already conceived in Piedmont-Sardinia ten years beforehand. 

Historians are not mathematicians, so they like round figures. The ‘preparation’ they have in 

mind in fact starts in the late 1840s. The state had been politically and administratively centralised 

already in 1847 with the ‘Perfect Fusion’ between Sardinia and the mainland. In March 1848, 

following political upheavals in Europe and elsewhere in Italy, King Charles Albert granted the 

‘Statute’, thus transforming the monarchy from absolute to constitutional. By waging war against 

Austria immediately thereafter, the Kingdom of Sardinia put itself definitively at the head of the 

Risorgimento movement.   

Economic modernisation had already timidly started in the 1840s, with a slackening of 

protectionism and some financial innovations. The war, throwing the state off balance, had all of a 

sudden interrupted what otherwise might have continued as a slow-paced trend. What followed 

was a ‘big leap forward’. The defeat, instead of stifling Piedmont’s nationalistic ambitions, 

rekindled them: not only did Piedmont have to rearm; it also needed the economic prestige it was 

then far from having and which would enhance its standing in the Italian political arena. Besides 

help repay its fresh debts, of course.  

The key figure in this act of the play was the Count of Cavour, who was soon to become a 

living legend both in his home country and abroad. The London newspaper Daily News, 

commenting on the country’s achievements over the previous few years, wrote in 1857:  

The little kingdom of Sardinia, for the magnitude of its material achievements, takes rank 

immediately after Rome ancient, and England among modern States. … Truly the state of 

Piedmont must find the means of multiplying its wealth and energy a hundredfold. Count 

Cavour is carrying more sail than any Minister ancient or modern ever did, in the same 

proportions, and under analogous circumstances. If he can hold on his course without 

check or disaster – and we really believe there is no limit to the wonders freedom has 

power to achieve – no stateman will have earned a higher title to the gratitude of his 

                                                                 
1 Hambro to Cavour, London 20 Mar. 1854, in Epistolario, 11, p. 101.   
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country or to the admiration of his fellow-men. His system seems to be, to tax the country 

as far as it can bear, almost further than it can bear, so that you rouse public spirit and 

activity in proportion to the amount of taxation. Truly the experiment is successful thus 

far. The Piedmontese pay their taxes, they work, they amuse themselves, and they have 

hitherto come off conquerors over bad harvests, blank vintages, foreign wars, naval 

expeditions, fatal epidemics, and all the evils mortal flesh is heir to.2  

Apart from the amusing theory that increasing the tax burden can, by itself, foster economic 

development and the rather debatable cheerfulness of Piedmontese citizens in coping with famine, 

cholera and the economic crises of those years, in extolling Cavour’s virtues the anonymous 

writer had at least correctly identified two hallmarks of that period: growing taxes and feverish 

speculation. 

Cavour’s recipe was simple – to quickly industrialise the country while paying for growing 

imports of raw materials and capital goods with agricultural surpluses. In order to unleash the 

potential of the economy, he administered ‘shock therapy’. A wave of international trade 

agreements imposing draconian cuts to tariffs changed the little agricultural kingdom almost 

overnight into a much more open economy than mighty Great Britain. Export-oriented sectors like 

rice, silk and wine flourished, while top priority was given to infrastructure investments, 

especially to railroads, crucial for economic as well as military reasons. Railways, channels, 

aqueducts, the telegraph network – plus an abortive project to renovate the docks in Genoa – were 

mostly entrusted to foreign companies (whose capital injections could partly compensate current 

account deficits), often with the participation of national bankers, who from rather archaic 

merchant bankers had suddenly transformed into industrialist bankers.3 However, except for state-

subsidised sectors, from an industrial point of view the growth of the country remained limited: 

the steel and paper industries collapsed, while the cotton and wool industries were simply 

muddling along.4   

 

FIGURE 3.1. Trade deficits of the Kingdom of Sardinia, 1852‒9. Source: Own elaboration based 

on Decugis, Banca e credito, p. 355. 

                                                                 
2 London Daily News, 13 May 1857.  
3 On French investments in Piedmont-Sardinia, see Gille, B., Les investissements français en Italie, 1815–

1914 (Torino, 1968). 
4 For an overview of Cavour’s industrial and trade policy, see Romeo, Cavour, 2, pp. 702‒8, 736‒51. 
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FIGURE 3.2. Fiscal surpluses and deficits of the Kingdom of Sardinia, 1830‒60. Source: Own 

elaboration based on Felloni, G., ‘Le spese effettive e il bilancio degli stati sabaudi dal 1825 al 

1860’, Archivio economico dell’unificazione italiana, 1st ser., IX, 5 (1959), Tabb. V and X.  

While assessing the development of the real economy under Cavour is a thorny issue, trade and 

public debt trends are reassuringly unambiguous: deep into the red (Figures 3.1, 3.2 and 3.3). The 

new trade regime, though boosting the exports of a handful of competitive sectors like silk, 

encouraged imports in others, a tendency magnified by the need for coal and machinery for 

infrastructure investments. The worsening of the trade balance was coupled with the growing 

indebtedness of the state – mainly due to military expenses5 and to a lesser extent public works – 

which was swallowing up increasing amounts of specie for debt servicing abroad. Between 1848 

and 1860, the debt increased by 1,221 million (see Figures 4.1 and 3.3): 62 per cent was placed on 

the national market and 38 per cent abroad, of which 69 per cent by the House of Rothschild in 

Paris and 20 per cent by the House of Hambro in London, while the remaining 11 per cent was 

provided by the British Treasury to finance the Italian expedition in Crimea. Over time, debt 

servicing rose to 20 per cent of public expenditures: from 1852 onwards it required as many 

resources as were necessary to pay for the whole state machinery, including Crown, Parliament, 

Ministries and public administration, an item of expenditure second only to military outlays.6  

To make ends meet, fiscal pressure had to increase and the average tax burden grew 

accordingly by 40 per cent. 7  Alas, this was not enough. Despite the jolly readiness of the 

country’s taxpayers to readdress public finance that had been so highly praised by the foreign 

press, the state was desperately hunting for loans through a period which – from a financial point 

of view – may be more properly called an ‘indebtedness decade’. As it never rains but it pours, 

just a few years after the 1848 war the country’s balance sheets were again in disarray, as the 

Daily News recalls, owing to unexpected crop failures. The grain harvest fell short by one-quarter 

and nonetheless grain was still exported because of trade liberalisation. This was not only 

unpleasant for Cavour, whom the ‘madding crowd’ tried to lynch, 8  but certainly highly 

unfortunate also for the current account, which, after the famine, continued plunging into red due 

to the poor grape and silk harvests, two of the few surplus sectors of the economy. Then came the 

engagement in the Crimean War, the cholera outbreak and finally the international crisis of 

                                                                 
5 After the First War of Independence the public budget sprung a new leak due to the engagement in the 

Crimean conflict, decided upon to gain diplomatic influence at international level. 
6 Da Pozzo and Felloni, La Borsa di Genova, p. 168; Felloni, ‘Il bilancio degli stati sabaudi’, Tab. I. 
7 Norsa, P. and Da Pozzo, M., Imposte e tasse in Piemonte durante il periodo cavouriano (Torino, 1961), p. 67. 
8 Romeo, Cavour, 2, pp. 694, 717. 
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1857/8. As Cavour remembered: ‘after the famine, the cryptogam, after the cryptogram the war, 

after the war the cholera’.9 

 

 

FIGURE 3.3. Total amount of rentes and public debt service of the Kingdom of Sardinia, 1830‒60. 

Note: ‘public debt service’ includes also principal repayment. Source: Own elaboration based on 

Felloni, ‘Il bilancio degli stati sabaudi’, Tabb. H, I, VI.  

In liquidity terms, the country was lurching from crisis to crisis. Its financial instability was such 

that every new crisis broke out while the kingdom was still recovering from the previous one. In 

1859, when Piedmont-Sardinia embarked on its most ambitious adventure – the unification of 

Italy, which meant new debts –, it was in dire financial straits and had to suspend convertibility 

once again. In 1861, eventually, the decade-long crisis of the Kingdom of Sardinia was over. The 

crisis was not resolved, but the country dissolved, replaced by a new one. The era of Italian crises 

had just begun. 

The 1849‒59 period was a decade of splendours and miseries during which Piedmont-

Sardinia found itself entangled in a messy web of political striving, economic take-off, wild 

speculation and fiscal helplessness. Though often neglected, finance was at the core of these 

developments. Before 1848 the state attitude towards modern finance was a tepid encouragement 

close to benign neglect. There was no real debate about credit market reforms due to the actual 

backwardness of the country’s financial system. No one – probably with only the exception of 

Cavour and a few others – was for instance racking his brain over the desirability of either one or 

more banks of issue. All the discussion centred simply on whether or not to authorise the 

establishment of the first one. Once this first bank – a rather modest institution whose primary 

aim was to finance Genoa’s trade and bankers – was founded and a second one, the Bank of 

Turin, was proposed, the question, more than a theoretical one about the note-issue privilege, was 

whether the market was large enough to sustain them both. The major goal of the monarchy at 

that time was to support the faltering Bank of Genoa with some seasonal loans, at the same time 

preventing the launch of companies probably doomed to fail.  

The war and the impossibility of obtaining credit abroad turned the spotlight on the only 

existing bank of issue. Before 1848 the Bank of Genoa had had no other privilege than that of 

                                                                 
9 Cavour to Hambro, Turin 21 Oct. 1854, in Epistolario, 11, p. 393. 
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printing notes, but when the state exploited it to finance its military efforts, the bank came to 

national prominence. This time the banking question was unavoidable. A year earlier the 

government, to please the bankers of its capital city, had authorised the Bank of Turin, which 

would have had no chance of survival, had it not been granted inconvertibility for its banknotes 

too. This in turn, however, though implying new loans to the government, would have muddled 

the inconvertibility regime. Luckily, Cavour – to whom the Bank of Genoa already owned the 

corso forzoso – proposed a merger with his bank, thus killing two birds with a stone.  

As a result, at the end of the war the state ended up with a decent bank of issue of 8 million 

capital. The state and the bank were bound by new ties: the state had been rescued by the bank 

and the bank had profited nicely. Men are envious and many could forgive neither the size nor the 

safety of these profits.10 Some started to realise the advantages of a big bank of issue for the 

country, others for their pockets, fearing they might have come too late to get their own. Banking 

pluralists had already clashed with the government on the merger issue and the result had been a 

law which, although excluding free-banking 11 and despite its incompleteness, appeared to 

pluralists as a Magna Carta of their rights,12 and to the National Bank as a first bulwark against 

incumbents. The second round came in 1851, when the 20 million loan had to be refunded and 

note convertibility was resumed. This posed the dilemma of whether to simply refund the loan 

and enable the bank to return to normality, or to exploit the transition to radically reform the 

banking and monetary system. The Finance Minister of that time was Cavour. Needless to say, he 

chose the second option.  

Cavour described as the statist, Cavour the liberal, the progressive thinker or even the avant-

garde farmer is the main character of textbook stories. But one of his main accomplishments – 

namely the foundation of the Italian banking system – is probably the most neglected.13 Cavour 

was known to be a staunch supporter of free trade. Many were therefore disappointed by his 

stance in banking matters. Instead of championing banking pluralism, he was the most powerful 

advocate of monopoly after the National Bank itself. As Finance Minister, he appeared to many 

contemporaries as a dirigiste in liberal’s clothing. He was not a hardliner, however. Eminently 

pragmatic, he knew what would be the fierce resistance of part of the establishment against a bank 

in which they had not had a hand. Accordingly, he never tried to grant an official monopoly to the 

National Bank and was probably not even interested in granting it. To comply with every request 

of the bank would have reduced his bargaining power in dealing with it. This does not mean, 

however, that he was not trying to enhance the bank’s position as much as possible, and he 

himself never made a mystery of it. He tried to declare its banknotes legal tender and once this 

attempt was foiled, he proposed to entrust the bank with the Treasury service, which would 

provide it with fresh money from the state and foster note circulation.    

The National Bank was a modern credit institution and by issuing notes it could effectively 

contribute to the take-off of productive investments. As Cavour liked to emphasise, the 

establishment of a large issuing bank discounting only first-rate bills – of which there could not be 

too many in a relatively small kingdom like Piedmont-Sardinia – favoured that of other non-

issuing banks, which could then rediscount their portfolio with the National Bank. Since they 

were not issuing notes, these banks could impose less strict requirements to provide credit, being 

                                                                 
10 As the 20 million loan was amply guaranteed by a mortgage on state property (see Ch. 14).   
11 Since no bank of issue could be established without a law (see Ch. 15).  
12 This was for instance the opinion – frankly short-sighted – of the fierce pluralist Carlo Ignazio Giulio 

(BGP, 3, p. 1702). 
13 Interestingly, his role is not even mentioned in the classic book by Di Nardi about the development of 

central banking in nineteenth-century Italy (Di Nardi, Le banche di emissione). 
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thus more apt to finance small trade and industrial investment.14 Cavour was therefore envisioning 

the development of a modern credit system as we know it today: a central bank on which all other 

banks lean.  

His, however, was not merely an exercise in ideal policy-making – his full support to one 

bank of issue was first and foremost motived by a much more mundane aim. He needed money to 

repay the country’s debts and invest in peace and war, possibly money from a source over which 

he wielded some influence. A political opponent once reminded him that a bank of issue was not 

‘an inexhaustible mine’ of money,15 and yet it was a mine, which for Cavour was more than 

enough. Piedmont-Sardinia was not perhaps so poor that it could not finance industrial 

development or repay its war debt, but it was not wealthy enough to pay for industrial take-off, 

war and, if possible, some good speculation at international level relying only on its domestic 

exports and resources. Cavour found himself trapped in a sort of ‘impossible trinity’ he himself 

had created: immoderate free trade, economic development and an ambitous fiscal policy. From a 

political point of view, his was a sophisticated design. He was not only – hopefully – making 

Piedmont-Sardinia the most advanced Italian state. He was at the same time offering foreign 

capitalists plentiful opportunities to invest in the country, foreign industrialists to sell their 

products while importing cheaper agricultural goods and foreign bankers to lend their money at 

attractive rates. Moreover, he was engaging in the ‘right’ wars (the Crimea conflict) and 

signalling what ‘his’ Italy would look like. Being a businessman, besides a consummate statist, he 

was well aware that ‘the foreigner [was] unfortunately accustomed to nourishing sympathies 

towards us whenever profit can be hoped for’.16 

From a financial point of view, however, this was a gamble (although Cavour was a 

wonderful gambler too). The blanket was too short and since he could not pull it away from the 

international side, he needed to do so from the domestic one. A large bank of issue was certainly 

the right institution in the right place and by supporting paper circulation as much as possible he 

might hope to disguise the leaking of specie out of the country, ‘creating’ the extra money his 

policies required. The idea was bright but proved unfeasible. Italy would be under paper 

inconvertibility for most of its history during the Liberal era. So should have probably been 

Piedmont-Sardinia a decade before. To foster paper circulation and mitigate note conversion, 

Cavour had consistently tried to declare banknotes legal tender, he had tried to put in the hands of 

the bank additional specie deposits from the provincial treasuries, but Parliament had stubbornly 

thwarted his plans.  

Before the extraordinary measures required by the 1856 convertibility crisis (see Chapter 

22), the only key concessions obtained for the bank had been the four-fold increase of its capital 

and the establishment of a branch network. This was enough to create a giant – exactly what 

pluralists did not want – but not to effectively sustain Cavour’s scheme. Partly due to a lack of 

confidence but more structurally to an unsustainable balance of payments, paper circulation was 

not spreading wide enough and conversion rates were pathologically high (see Figure 3.4). 

Committed to full convertibility but without the buttress Cavour had in mind, the National Bank 

was thus relentlessly struggling to remain liquid and to do so had to systematically resort to 

international credit. In a sort of triangular trade, the credit granted by the bank to the government 

and the business sector converted into outflows of specie which the bank had to then borrow 

abroad (see Table 3.2).   

 

                                                                 
14 Typically, instead of discounting three-signature bills with a maturity shorter than three months, they 

could accept only two signatures with a longer maturity. 
15 BGP, 2, p. 1069. 
16 L’Opinione, 9 Feb. 1849.  
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FIGURE 3.4. Average note circulation of the National Bank and number of days notes stayed in 

circulation, 1851‒8. Source: Own elaboration based on Di Nardi, Le banche di emissione, Tab. 4. 

Cavour needed the bank to finance his multifaceted policy; the National Bank needed Cavour to 

attain its one and only goal – monopoly. The ever-closer alliance between them, however, also 

entailed moral hazard. The very same men behind the National Bank, who recognised in Cavour 

one of their former associates, were the ones behind the founding of new banks and joint-stock 

companies. The patronage Cavour was willing to extent to the National Bank and his 

encouragement towards new ventures was fully exploited by Genoese and Turinese bankers, who 

hurried to establish new companies financed by their own new banks and eventually depending on 

the National Bank for credit. Insofar as this latter was willing to turn a blind eye to their reckless 

speculation, they could automatically count on the government’s helping hand, which – should 

things go bad – could not let down an issuing bank become ‘too big to fail’, however questionable 

its clients might be.  

Yet, despite these glaring shortcomings, financial conditions during the Cavourian decade 

were certainly not so apocalyptic as portrayed by Nitti in 1900, when he declared Piedmont 

doomed for bankruptcy, had it not shifted its debt burden onto a larger state – a harsh judgement 

repeated many times since then more for its rhetorical glamour than historical accuracy.17 The 

system was indeed vulnerable and without further territorial expansion economic euphoria would 

have subsided and made room for a more sobering mood. But it was the escalation of military 

expenses in 1859/60, not just the disequilibrium of previous years, as Nitti thought, that would 

have made bankruptcy inevitable in the event of a final defeat in the fight for Italy. 

                                                                 
17 Nitti, Nord e Sud, p. 30. Cf. Figg. 3.2 and 3.3 and Ch. 24. 
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17 

Inside Every Pluralist There Is a Disappointed Monopolist: 

The Bank of Savoy and the Others 
 

 

 

I believe that if a Bank did not exist yet … then it would not be so difficult to gather 16 or even 20 million to 

create a large National Bank; but I think it would be very difficult to do so in competition with the already 

existing one.   

CAVOUR
18 

 

The Italian ‘Banking Question’, as the early debate over central banking was dubbed, is older than 

Italy itself. In the parliamentary debate in Piedmont-Sardinia on the status and privileges of the 

National Bank, and in particular its undisguised ambition to achieve monopoly of note issue, we 

can already find the seeds of a similar later debate in Italy. A cursory glance through the history 

of the National Bank might convey the impression that it was the only bank of issue in the 

kingdom, while in fact the reverse is true.19 Legally speaking, the Bank of Genoa was only 

monopolist by absence of rivals, not by law, in the years from its creation to the approval of the 

Bank of Turin in late 1847. Except for these first four years, the predecessor of the Bank of Italy 

was never alone. The other banks of issue in the kingdom faded into oblivion because three out of 

four were stillborn and disappeared almost without trace, while the fourth, the Bank of Savoy, 

was ceded to France in 1860. They are not without interest, however, as they were, for the 

National Bank, the only stumbling blocks on its road to monopoly and, for the government, 

virtually the only weapons in its armoury with which to restrain the bank. 

In the few years the Bank of Genoa was the only bank of issue, it had no privilege. Due to 

the fragmentation of regional markets, even figures, like Cavour, who in principle would have 

been in favour of monopoly, embraced a pluralist view, advocating the establishment of one bank 

in each region. Being the only bank of issue in the nation, in fact, did not imply being a national 

bank. The Bank of Genoa, indeed, was not a national bank taking care of the needs of all areas 

indiscriminately but rather a provincial bank stretching its wings beyond its regional borders. 

Despite the strong participation of Turinese capital in the bank from the very beginning and the 

bank’s early attempts to spread its notes also in Turin through a banking correspondent, its main 

market was unmistakably Genoa, while its management, starting with the Director General 

Bombrini, was undoubtedly Genoese. The merger of the Banks of Genoa and Turin – a marriage 

of equals – had been a first, fundamental step towards putting the two cities on the same footing 

and embarking upon the conquest of national markets. 

 The two were not yet married, however, when their happiness was threatened by a 

contender. One of the first historians of the National Bank, Riccardo Bachi, mentions ‘quite a few 

ventures of different relevance and reliability’ set up on the eve of the merger to establish new 

banks of issue. 20 Given the uncertainty of the time, the new openness of the government towards 

                                                                 
18 BGP, 2, pp. 989‒90. 
19 E.g. Spinelli and Fratianni, Storia monetaria d’Italia, pp. 138‒43; Di Nardi, Le banche di emissione, p. 11. 
20 Bachi, R., La formazione e l'opera della banca di emissione nel Regno di Sardegna dalla restaurazione 

al 1859 (Milano, 1933), p. 907. 
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credit institutions and the wish to seize the opportunity before the Bank of Genoa grew too much, 

this sounds plausible. Of these attempts, however, almost no evidence survives, except for the 

Bank of Italy, which has nothing to do with today’s Bank of Italy.21 (Italians are imaginative but 

for bank names. Much to the scholar’s and reader’s despair, our financial history is full of banks 

with the same or very similar names. We beg therefore our reader’s forgiveness for our bankers, 

so incapable of onomastic flights of fancy.)  

Unlike the current Bank of Italy, the first one was ill fated. It was founded while the Banks of 

Genoa and Turin were still in talks, apparently with the overt intention of challenging the future 

National Bank. Originally Bank of the Kingdom of Sardinia, later scaled down to General Bank 

for Piedmont and finally raised to national grandeur as Bank of Italy, it presented itself not as a 

regional bank wary of encroaching on foreign territory but as an alternative central bank for the 

kingdom (and beyond). Its pretensions were also evident by its capital (10 million, more than 

twice that of the Bank of Genoa) and the broader scope of its activities, including the opening of 

branches. Strikingly, the bank’s promoters were mostly high-profile politicians – among them 

three ministers and the President of the Senate22 – many of them coming from the periphery 

(Sardinia, Savoy, Nice) and not particularly versed in financial matters.23 The sole financier was 

the main promoter, Giuseppe Silvani, possibly a relative of Paolo Silvani’s, then Director of the 

Bank of the Four Legations,24 a shady bank of issue in the Papal States.25 The political element 

was so overwhelming that Rossi and Nitti see in this project a banking speculation at court level 

opposed by the ‘banking cartel’.26  

The impression that a flawless facade masked a dubious undertaking is further reinforced by 

the fact that the same promoters had purportedly subscribed no share in the new bank and special 

rights were granted to its Governor Silvani. The Savoy Chamber of Commerce had no doubt 

about it, declaring ‘that Mr. Silvani’s proposal reveals the only intention of making his own 

fortune by pocketing that of the public and the shareholders’.27 The news of the new bank at first 

alarmed the Bank of Genoa, which however soon quietened down noticing its low probability of 

success. 28  Patronised, however, by its promoter Minister Galvagno, the Bank of Italy was 

officially approved by a royal decree in September 1849, notwithstanding the adverse advice of 

the Council of State. The bank was nonetheless doomed to failure. Less than six months 

thereafter, it was wound up due to statute non-fulfilment and a senator drowned his sorrows in the 

Po River.29  

A year later, in 1851, still another bank of issue was created, the Bank of Savoy, which 

would function until 1864, when the Bank of France acquired its issue privilege. The Bank of 

Savoy was nothing other than the refoundation as a bank of issue of the ill-famed Discount and 

Deposit Bank of Annecy, established in 1840. Ironically, the first modern bank of the royal 

domains was founded in one of its most backward regions. Already poor, after the power’s centre 

                                                                 
21 The question remains whether Bachi’s statement is only a conjecture based on the case of the Bank of 

Italy. A hint of several attempts, however, can be found in the correspondence of the Nice Chamber of 

Commerce (BGP, 1, p. 301).  
22 Filippo Galvagno, Antonio Mathieu, Giuseppe Dabormida and Giuseppe Manno (for details see Bartolotta, 

F., Parlamenti e governi d’Italia dal 1848 al 1970 (Roma, 1971), 1, pp. 80‒1 and ibid., 2, pp. 7‒9). 
23  A partial exception was Chevalier C. M. Despine, always very keen to promote Savoy’s financial 

autonomy. 
24 As conjectured in BGP, 1, p. 276. 
25 On the issue, see Porisini, La Banca delle Quattro Legazioni.    
26 BGP, 1, p. 279. 
27 Ibid., p. 299. 
28 ASBI, BI, BGT, regg., 9, 31 Mar. and 4 Apr. 1849. 
29 BGP, 1, p. 324; Prato, ‘Risparmio e credito in Piemonte’, p. 118. 
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of gravity had moved eastwards to Turin, Savoy lost also its political prestige. Its most valuable 

asset were probably its sturdy youths, ‘shepherd-warriors’ 30  at the service of the king and 

backbone of his army. Savoyards were regarded – by themselves too – as ‘Piedmont helots’, a 

‘modern Boeotia’, the ‘scum of civilised nations’, as wrote a contemporary author not particularly 

well-disposed towards the House of Savoy, guilty in his eyes of exploiting his fellow countrymen 

as a ‘mercenary flock’ whose intelligence had been ‘obfuscated by the clouds of a politics of 

degradation’.31 Savoy harboured bitter resentment against the ‘Italianisation’ of the monarchy.32 

Absentee estates prevailed and its reactionary ruling class had usually no qualms about bleeding 

Savoyard farmers dry, designated victims of epidemic and famine.33 

One might ask why the country’s first modern bank was created in an underdeveloped area. 

The answer is straightforward: usury. Yet – it seems – the Bank of Annecy was founded not to 

fight but to practise it. Established with a tiny capital (only 200,000 francs), after just four years 

of activity complaints against the bank were coming thick and fast. An enquiry confirmed that the 

bank was embroiled in a dirty business based on costly renewals of accommodation bills on the 

part of ruined firms, masked by byzantine accounting and undue fees.34 Nevertheless, although 

from this episode some scholars of the past inferred the liquidation of the bank, in fact it 

continued operating.35 The government, however, was visibly annoyed with it. When in 1847 the 

bank asked for the note-issue privilege, the government refused it owing to the moral 

irresponsibility of its administrators, and when the promoters of the Bank of Turin urged the 

government not to distribute the new bank’s shares among Savoyards, though refusing for 

political reasons, the government probably felt sympathetic ‘given the penchant among people in 

that region for usurious and reckless trade’.36  

Soon thereafter, however, military and political concerns strengthened the bank’s position. 

After the 1848 upheavals, Savoy went through a deep economic crisis. Savoyard migrant workers, 

expelled from France, which was trying to safeguard domestic employment, were pouring back 

home. They were thus forming a mass of discontented and sometimes pro-France agitators who, 

instead of sending money home, now had to be supported. The defeat in the war against Austria 

fomented further unrest and separatist aspirations. The closer the House of Savoy became to Italy, 

the farther away it moved from its former heartland. Once at least, local elites and people were 

united in striving for greater independence from a Piedmont increasingly bourgeois, anticlerical 

and peninsular.37 Unsurprisingly, in such predicaments the state was not particularly keen on 

ruffling the feathers of the region’s only bank, perhaps also risking displeasing some Swiss or 

French banker in a moment when it instead so desperately needed to please all bankers in Europe. 

In 1851 the Bank of Annecy, encouraged by the National Bank’s success, returned to the 

fray, asking to be refounded under the name of Bank of Savoy with a capital of 800,000 francs, 

note-issue privilege and offices in Annecy and Chambéry. The permission, this time, was easily 

granted – the country had a new bank of issue. This was one of the few victories of banking 

pluralists and yet they won, in a sense, because there was really nothing to win. The Savoyards 

had previously solicited the opening of a branch from the National Bank and only after its refusal 

had decided to enlarge their own bank. The Bank of Savoy, small and located in an ill-favoured 

                                                                 
30  Andrevetan, C. F., Lamentations sur l’état déplorable de la civilisation en Savoie (sous le ‘Buon 

Governo’) (Bonneville, 1862), p. 33.  
31 Ibid., pp. 30, 35, 54. 
32 Guichonnet, P., La Savoie et le Royaume de Sardaigne, 1815‒60 (Grenoble, 1957), p. 34. 
33 Ibid., p. 29; Andrevetan, Lamentations sur la Savoie, pp. 20, 39. 
34 BGP, 1, p. 14; AST, Corte, ME, Commercio, cat. 6, SCI, m. 5. 
35 Prato, ‘Risparmio e credito in Piemonte’, p. 168; Pautassi, Gli istituti di credito in Piemonte, p. 243. 
36 BGP, 1, p. 770; ibid., 2, p. 137. 
37 Guichonnet, La Savoie, p. 32‒4. 
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region, was neither a very palatable prey nor a real threat for the National Bank. Cavour, 

therefore, eager to please local elites and at the same time interested in the financial development 

of a region where nobody else was going to invest, readily supported their endeavour, his 

preference for note-issue monopoly notwithstanding.38  

The National Bank, by refusing to invest in Savoy, was proved right. In spite of the greater 

facilitations it was granted regarding criteria of credit admission and banknotes denomination,39 

the Bank of Savoy was unable to significantly expand its circulation. Though having 

representatives almost everywhere in the region, the bank would hardly have survived without 

Cavour’s helping hand, encouraging local treasuries to fill their coffers with the bank’s notes. 

Savoyards were therefore watching with growing alarm the expansion of their great rival on the 

other side of the Alps and were strenuously opposing proposals of privileges of any kind to the 

National Bank. Accordingly, when the bill on the legal tender status for the banknotes of the latter 

was proposed, Savoy was exempted from this provision (see Chapter 18). When the National 

Bank was then allowed to open branches everywhere on the mainland and Sardinia, Savoy was 

once again exempted and Deputy Despine obtained a similar faculty – however useless – for his 

bank in its own territory, while, to appease Savoyards, Cavour went so far as not to exclude in 

principle the opening in Turin of a branch of the Bank of Savoy.40  

More than by the zeal of its politicians, however, Savoy’s ‘game reserve’ was protected by 

its poverty. A year after its establishment, the bank’s circulation was not even half of its capital,41 

a result as discouraging as inevitable in a market characterised by petty transactions.42 In 1856 in 

a burst of optimism the Bank of Savoy increased its capital to 2 million, but after three years its 

circulation still barely equalled this amount.43 Compared to the National Bank, the Bank of Savoy 

was an ant: its capital was a bare 6 per cent of the capital of the latter and the average value of the 

bills it discounted was a measly 3 per cent of the average bill discounted by the National Bank.44 

The bank was therefore from the very beginning dependent on financing from Geneva’s and 

Lyon’s bankers as well as from the same National Bank.45 Subject to competition from the Bank 

of Geneva, whose notes of smaller denomination circulated more easily in the territory, and living 

under the sword of Damocles of an expanding National Bank, the bank was also impaired by the 

internal conflict between the two offices of Chambéry and Annecy and the hostility of part of the 

local establishment. 46  Yet, however modestly, the Bank of Savoy contributed to financial 

modernisation and the foundation of a second discount bank in the region.  

The Bank of Savoy lived a ‘hard, yet decent existence’47 until 1859, when in exchange for a 

war loan to the government48 its banknotes were declared inconvertible like those of the National 

                                                                 
38 BGP, 2, pp. 1485, 778‒9. 
39 Besides enjoying similar tax breaks, unlike the National Bank the Bank of Savoy could accept two-

signature bills (also drawn on other places than Annecy or Chambéry), pay interests on deposits and issue 

50-franc banknotes. In 1859 it obtained the power to also issue 20-franc notes to compete with the Bank of 

Geneva, whose notes were penetrating into the region (ibid., pp. 809‒10, 1649; ibid., 3, p. 1841). 
40 Ibid., 3, p. 962, 1607, 1684, 1724, 1949, 2022, 2026, 2054. 
41 That is 400,000 lire, roughly 1% of the National Bank’s (ibid., 2, p. 845).  
42 See ibid, p. 818.     
43 Prato, ‘Risparmio e credito in Piemonte’, p. 344. It is therefore of little consolation to note, as done by 

contemporaries and modern scholars, that the circulation had been, albeit slowly, increasing (see BGP, 2, p. 

845). 
44 Data refer to the year 1856: the capital of the Bank of Savoy was then 2 million and the average bill 

discounted was worth 200‒300 francs compared to the 32 million capital and an average bill of 6,000 of the 

National Bank. 
45 Which however had not been very supportive at the beginning (see ibid., 3, p. 1614).   
46 Ibid., 2, pp. 771‒2; ibid., 3, pp.1605‒6.  
47 Prato, ‘Risparmio e credito in Piemonte’, p. 344.  
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Bank, a measure which helped overcome Savoy’s deep-seated distrust of banknotes. After the 

Second War of Independence, the region was ceded to France. The Bank of Savoy, however, by 

passing from the Kingdom of Sardinia to the French Empire and from the threat of the National 

Bank to that of the Bank of France, was not jumping out of the frying pan into the fire. Quite the 

reverse, it eventually enjoyed its fifteen minutes of fame, since it immediately became a pawn of 

the Péreire brothers, who wanted a bank of issue, however small, to challenge the monopoly of 

the Bank of France. Their attempt was doomed to fail but the Bank of France had to pay 4 million 

to acquire its issue privilege and get rid of it. Apparently, two dogs strove for a bone and a third 

ran away with it.49 

Due to the existence of the Bank of Savoy, that of the Kingdom of Sardinia from 1851 to 

1859 was – legally speaking – a dual system of issue. Rather than of domestic pluralism, 

however, we should speak of imperfect regional integration. In fact, it was a pluralism – or better 

dualism – based on implicit monopoly: the big one of the National Bank on one side of the Alps 

and the small one of the Bank of Savoy on the other. It was therefore a dualism completely 

different from the one that would have emerged, had the Banks of Genoa and Turin remained 

independent. Though both would have had a regional focus, sooner or later they would have also 

encroached on each other’s territory. Piedmont and Liguria, however imperfectly, were in fact 

much more integrated with each other than with Savoy. The establishment of a bank of issue in 

Piedmont would have deprived the Bank of Genoa not only of its business in the region, but also 

of a share of the Genoese market linked to Turinese merchants.  

The economic conditions of Savoy, on the one hand, and Piedmont and Liguria on the other 

were so different that neither was the National Bank interested in expanding westwards, nor 

would such an expansion have been desirable. A standard branch of the National Bank, with its 

strict rules on eligibility for discount, would not have met the requirements of a poorer economy 

like Savoy. Instead, an independent bank could be modelled from the very beginning on regional 

needs. This is why also in the case of Sardinia Cavour at first supported the establishment of a 

local bank of issue, instead of a branch of the National Bank. The Bank of Cagliari, as explained 

later in Chapter 21, was the third attempt to found an alternative bank of issue. This would have 

been, however, not only a small bank unable to compete with the National Bank – like Savoy’s – 

but from the very beginning it was designed as an appendage of this latter. This was in part due to 

the government’s need for financial support to promote the island’s development but also to the 

greater interests the Genoese had in the Sardinian economy compared to Savoy’s. 

With the exception of the ill-starred Bank of Italy, the only real attempt on the supremacy of 

the National Bank was made by the Sardinian Bank in 1852. 50  This episode is shrouded in 

mystery. As we will see in the next chapter, in 1852 Cavour was seriously trying to force through 

Parliament a bill on the National Bank inspired by the urgent fiscal question and to a large extent 

urged by the bank itself. The bank was well aware that the Treasury was increasingly dependent 

on its financing and was therefore insisting, according ‘to its old custom of granting nothing or 

little, and obtaining everything’,51 on getting what Parliament would never grant, namely legal 

tender status for its banknotes. 

                                                                                                                                                                                                
48 The Bank of Savoy loaned to the government 3 million at a 2% interest rate, see BGP, 3, pp. 2098, 2103.  
49 On the issue, see Péreire, E., Réorganisation du système des banques : Banque de France-Banque de 

Savoie (Paris, 1863); Domin, J.-P., ‘La question du monopole d’émission de la monnaie : le débat banque 

centrale contre banque libre chez les économistes français, 1860‒75’, Revue européenne des sciences 

sociales, 45, 137 (2007), pp. 187‒9 and Bonin, H., ‘Les banques savoyardes enracinées dans l’économie 

régionale, des années 1860 aux années 1980’, in Varaschin, Bonin and Bouvier, Histoire de la Savoie, pp. 

83‒4. 
50 Not to be confused with the Bank of Cagliari, also initially named Sardinian Bank. 
51 BGP, 2, p. 1319. 
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The bill had been at a standstill for one year when in May 1852 Cavour supported a request 

to found a new bank of issue. It was to be not just another regional bank but a national bank 

proper to be founded on a capital of 16 million, exactly the amount the bill wanted to reach in 

favour of the National Bank, then at a mere 8 million. With the exception of legal tender status, 

the Sardinian Bank was meant to be the exact replica of the National Bank. It was to have its seat 

in Turin, with an office in Genoa and obtain the authorisation to open branches. It would also 

enjoy a sort of ‘most favoured bank clause’ that would commit the government never to grant the 

National Bank higher privileges than those granted to the new bank.52 

Unlike what happened with the Bank of Italy, this time we are not talking about the 

speculations of outsiders but of the financial elite of Genoa and Turin – first-rate bankers, 

founding shareholders of the National Bank. Among them the Ricci brothers (apparently relatives 

of Luigi Ricci, then Vice President of the National Bank), Ignazio Casana, but above all 

Bartolomeo Parodi (patron of Bombrini and second President of the National Bank, where his son 

Giacomo was still serving as a regent), Gian Battista Barbaroux (promoter of the Bank of Turin) 

and Giuseppe Antonio Cotta, the future first President of the National Bank after unification.53 It 

is therefore difficult to understand why the regents of the National Bank – as can be seen in the 

minutes of the board meetings – were so surprised at the disturbing news of a possible new rival 

bank.54 Be that as it may, Cavour seemed to have decided all of a sudden in favour of the 

Sardinian Bank, a project in which apparently it was tried to interest the Rothschilds too.55 

In the first days of May he submitted his plan to the Council of State, astonishingly declaring 

he had no objection whatsoever to the establishment of a new bank of issue given the positive 

results achieved by the National Bank.56 A week later, Cavour resigned as Finance Minister in the 

framework of a ministerial crisis and under his successor Cibrario the promoters of the Sardinian 

Bank withdrew in good order. The National Bank had meanwhile renounced its claims to legal 

tender and a larger capital increase had been authorised in its stead. Its capital was in fact 

increased fourfold, ‘by chance’ the same amount it was to reach according to the original plan 

summed to the one of the Sardinian Bank. 

At that time contemporaries did not understand much more than experts now. Someone saw 

in the attempt of the Sardinian Bank a noble but quixotic challenge to the dictatorship of the 

National Bank, failed due to ministerial obstructionism;57 others thought it was a consequence of 

sly speculative manoeuvres on the part of the National Bank.58 Some suspected a shady operation 

of stock manipulation, while others thought the Sardinian Bank was in league with the National 

Bank to steal the monopoly under the cover of a fake duopoly.59 But there was also somebody 

                                                                 
52 See ibid., p. 1329. 
53 For the full list of promoters of the Sardinian Bank, see ibid., p. 1299. For their quality as National Bank 

shareholders, see Scatamacchia, R., Azioni e azionisti: il lungo ottocento della Banca d’Italia (Roma-Bari, 

2008), pp. 68‒102. Reporting just surnames, as done by Romeo, Cavour, 2, p. 507 or Conte, La Banca 

Nazionale, p. 127, is misleading because it suggests that even the members of the board of the National 

Bank were directly involved in the project of a rival bank, a misunderstanding apparently made also by 

contemporaries (see BGP, 2, p. 1331).   
54 ASBI, BI, BGT, regg., 11, 26 Apr. 1852. 
55 Romeo, Cavour, 2, p. 507, fn. 140.  
56 BGP, 2, p. 1299. 
57 Ibid., 2, pp. 1319, 1333‒4.  
58 Some entertained the suspicion that the National Bank could threaten the new bank by acquiring a large 

share of the bank’s stocks at the public subscription to impair its rival from the inside and force it to 

withdraw (ibid., p. 1345).  
59 Ibid., p. 1331. This suspicion was fuelled by the fact that the Sardinian Bank was promoted by main 

shareholders of the National Bank.      
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who suspected just another of Cavour’s bluffs to convince his unruly favourite bank to see 

reason.60  

It probably was a real, but not too much so, operation agreed upon with Cavour, who needed 

a 16 million strong bank to rely on which would not require legal tender privilege for its 

banknotes. Although grudgingly, the obstinacy of the National Bank on this point drove him to 

look for a substitute, created in no time with the help of his friends in Turin (Barbaroux, Cotta, 

Casana) and other members of the National Bank more in favour of an agreement with the 

government. It was then probably nothing other than a Fronde within the National Bank, willing 

to side with a government which would profit either from an allied new bank or from a passion 

revival with the old one. This would explain why the initiative was soon dropped at the first hints 

of a new course on the part of the latter. 

In this obscure matter the only certainty is that the Sardinian Bank was used by Cavour as a 

sort of hammer with which to bend the National Bank to his will.61 This was, however, an 

extreme measure which Cavour had been hinting at for some time (see Chapter 18), so that 

Deputy Mellana was probably right when he said that 

the country well knows that the mere idea, or better the possibility, of the establishment of a 

new bank was enough to compel the shareholders of the National Bank to recover from 

their primitive narrow-mindedness.62  
 

  

                                                                 
60 Cf. ibid., p. 1284.      
61 As hinted by Cavour himself in Parliament (ibid., p. 1402).  
62 BGP, 2, p. 1319. After all, Cavour was a master in using financial minorities against financial majorities, 

as he would show in that year also regarding the Hambro loan (see Ch. 14). More than bluffs, these were 

about-turns to improve his bargaining power. About-turns that enabled him to win better conditions but not 

to escape the grip of international and domestic big finance.    
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18 

‘Our Humble Bank’: 

The Debate on Banking Privilege in Post-War Piedmont 
 

 

 

Nay, this freedom, a theoretical idol to which so much incense has already been burnt, this alluring banner 

in whose favour so many lances have been broken, does not exist ... Now talking about banking freedom is 

but an anachronism, an irony, a pretext! 

CORRIERE MERCANTILE
63 

 

In 1857, at the height of a severe banking crisis (see Chapter 22), Cavour, in justifying in front of 

Parliament the extraordinary measures adopted to rescue the National Bank, euphemistically 

defined it ‘a powerful credit institution, if not privileged, at least highly favoured’. Much in the 

same vein, one of its most outspoken critics, the economist Francesco Ferrara, declared that  

there is no doubt whatsoever, nor does the Government itself dissimulate it in any way, that 

today the National Bank … [enjoys] a de facto exclusive privilege … [safe from] any 

possible competition.64 

However, if it is indeed true that the government’s patronage enabled the National Bank to 

become a virtually unchallenged market hegemon, the lack of a broader political consensus on the 

legitimacy of this hegemony foiled the government’s attempts at a more consistent banking 

reform centred around it. The Cavourian decade, as the name suggests, was, from the point of 

view of political leadership, an incredibly stable period in Italian history (though properly 

speaking there was no Italy yet). Few other politicians would be thereafter so firmly in the saddle 

as Cavour. One of his most cherished policies, however – the reform of the credit and monetary 

system – was also one of the most controversial.65 His political strength was enough to pursue his 

main goal, namely to create a powerful bank siding with the government, but not to buttress its 

position to the extent he would have liked.  

Back in 1844, when he was first considering the possibility of founding a bank of issue in 

Turin, Cavour was more inclined towards a public rather than a private bank, which to him 

appeared as second-best.66 In the following years, however, he completely changed his opinion. 

He publicly argued that, especially in the absence of private initiative, the government could well 

be involved into the establishment and management of ‘auxiliary’ banks, like land banks, whose 

functioning seemed to him fairly straightforward. By constrast, discount activities in his opinion 

were far too complex and banknote issue was such a sensitive question that they required 

professional skills and could not be left to the mercy of unexperienced or partisan politicians.67 

The banking architecture he had in mind was strictly hierarchical: the central bank was at the top 

and beneath there was a system of discount banks and other kinds of credit institutions more or 

                                                                 
63 Corriere mercantile, 22 Nov. 1853. 
64 Ferrara, F., ‘Introduzione’, in Biblioteca dell’economista, 2nd ser., VI (1857), p. CCCXXV. 
65 In 1851 he wrote: ‘The parliamentary reform and the organisation of credit ‒ these are the two war horses 

on which my whole campaign plan rests’ (Cavour to Santa Rosa, 25 Aug. 1851, in Epistolario, 8, p. 358). 
66 Cavour to Giovanetti, Turin 9 Jan. 1844, in Epistolario, 3, p. 7.  
67 BGP, 2, pp. 988‒9, 1134. Cf. Cordova’s opinion on the same issue in Ch. 4.  
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less directly supported by the former. Within this architecture, there was room also for smaller 

banks of issue in territories where the central bank was not yet present. In practice, though issuing 

their own notes – circulating almost exclusively at regional level – they would function more like 

discount banks, being dependent on rediscount from the central bank. 

To those who accused him of being in favour of banking privilege and monopoly, Cavour 

replied that one central bank, instead of stifling, would boost competition and banking 

development. Although he frankly admitted his preference for a strong national bank, whenever 

possible he tried to confuse pluralists by predicting a heterogeneous and competitive system 

notwithstanding the presence of a larger player. He was silent, of course, on the difference – in 

terms of economic rent and political influence – between a central bank and all other commercial 

banks.68 In his model, competition would take place only between the latter.  

Likewise, his emphasis on the independence of the central bank was nothing but empty 

words. He needed a central bank to print money and sustain the economy since specie was leaving 

the country to settle international transactions (net imports, public debt servicing and international 

arbitrage on sovereign bonds).69 Printing money as a government would have immediately raised 

inflationary concerns and the value of the state issue would have plummeted. Interposing a private 

institution, formally independent from the government, made it more difficult to spot the trick. As 

a private institution, the bank could not be compelled to assist the government, but, as in the best 

movies, the government could make the bank ‘an offer it couldn’t refuse’ ‒ factual monopoly. 

Besides printing money, one large national bank also had many other advantages for the 

government of a country like Piedmont-Sardinia. In a context of high-speed development and rash 

political decisions, the government clearly preferred to have one privileged counterpart in 

financial matters. Moreover, one powerful institution would access international credit much 

more easily, unlike many small ones. It would thus contribute effectively to the financing of 

governmental policies. And last but not least, should, in the worst case, international credit fall 

short, declaring note inconvertibility with one single institution would be child’s play, even more 

so if banknotes had already been legal tender.  

Pluralists were certainly sympathetic with one of these points, namely the usefulness of a 

large bank to obtain foreign financing. The full commitment of the Bank of England to the 

nation’s cause during the Napoleonic Wars, constantly praised in public debates, was probably the 

most powerful argument that could shake their belief in banking pluralism. The kingdom needed 

its ‘Bank of England’ to win its holy war against Austria. But at the same time they were afraid of 

a system prone to inflation and governed by an unholy alliance between throne and bank counter.    

Grossly simplifying, in the game over central banking we can identify three main players. On 

one extreme, there was the parliamentary opposition, which favoured pluralism, including also a 

Savoyard fringe which advocated it as a way to ensure their regional monopoly. On the other, 

there was the National Bank, which sought monopoly come hell or high water. In the middle there 

was Cavour, who on the one hand had to achieve parliamentary consensus and on the other 

persuade the bank to ally itself with the government. His strategy was straightforward: 

encouraging pluralism whenever this might help regional development without endangering the 

creation of a central bank.70  

As a daring commander, he boldly ventured on a radical reform of the credit system when 

the 20 million debt came due, exploiting the fear that this might cause a liquidity crisis. 

                                                                 
68 Cf. ibid., p. 1015. 
69 On the issue, see Ch. 22. 
70 Although Cavour’s public statements have to be taken with a grain of salt, as regards his pragmatic 

attitude about banking pluralism together with his strong preference for one national bank, see BGP, 3, pp. 

1354, 1695, 1697. 
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Resistance was so stiff that in the end he had to lower his sights but managed nonetheless to 

enhance considerably the bank’s position. In a sort of snowball effect, further concessions were 

then asked for by arguing that denying them would simply lock the stable door after the horse had 

bolted. The Substitute Finance Minister Lanza enunciated this logic in 1856:  

things went so far that, from one modification to the other, the present National Bank is 

indeed privileged de facto, if not de jure.71  

In autumn 1851 the state had to pay up its 20-milllion debt with the National Bank, which 

accordingly had to resume note convertibility on 15 October. The bank was not thrilled with this 

prospect or, better, it was thrilled with the prospect of being repaid but less so with that of 

slashing its total circulation.72 Already in mid-1850 the bank’s regents were racking their brains 

trying to devise a system to avoid such painful downsizing and ease the transition to 

convertibility. Apparently, they did not have much confidence in the public trust and expected an 

immediate run to change banknotes into specie as soon as inconvertibility was lifted. Dismissing 

the mirage that one as providential as miraculous trade surplus would fill their treasury, they 

thought that the best solution would be to convince the government to open an account with the 

bank, which would increase specie reserves and enable them at the same time to better forecast 

demand for new loans by monitoring Treasury flows. The real blessing would be for banknotes to 

be declared legal tender, but they were disillusioned with Parliament – where many disliked the 

bank – as well as with the public, which, ‘not yet sufficiently mature’,73 was prejudiced against 

notes and did not cherish them as much as the bank did. 

The solution was offered by Cavour. Fiscal needs were still pressing. The government was 

going to pay off its debt with the bank but only against further loans. The Finance Minister 

wanted advances for 10 to 12 million, which soon became ‘no more than 18’.74 In exchange, he 

offered legal tender status for banknotes, the Treasury service and possibly the paid management 

of the public debt service. As ancillary measures for the grant of legal tender status, Cavour’s 

proposal included a doubling of the bank’s capital and the establishment of two branches.  

Some regents, traditionally less able than the Minister to quickly grasp their own best 

interests, were disturbed by the idea of hiring extra employees for the Treasury service, but 

especially of raising the bank’s capital beyond actual market needs. They soon understood, 

however, that a capital increase was the price to pay for their banknotes to become legal tender. 

Capital had to increase in order to offer proper safeguards and establishing two branches was a 

‘fair’ request to ensure note convertibility outside Genoa and Turin, given the privileged status 

their notes would enjoy. A capital increase would at first depress the share price, but this 

depreciation was to be compensated by the fact that the new shares would be issued to existing 

shareholders,75 who then accordingly would be the only ones to reap the benefits of Cavour’s 

arrangement. These benefits were the spreading across all provinces of their banknotes – whose 

circulation until then had been mostly limited to Genoa and Turin – but especially near-monopoly 

power.  

In other words, Cavour was offering a big municipal bank the chance to eventually become a 

real ‘national bank’. In this perspective, the parliamentary discussion whether legal tender status 

would be equivalent to monopoly of issue is immaterial and we must not take seriously any 

                                                                 
71 Ibid., p. 2033.  
72 ASBI, BI, BGT, regg., 9, 2 Apr. 1850.    
73 Ibid.  
74 Ibid., 10, 9 and 10 May 1851. 
75 Unlike the traditional procedure followed for the Bank of Genoa and Turin to distribute shares among a 

wider public, see Ch. 13. 
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argument, including Cavour’s, against it. To a banker it was crystal-clear that the bank was going 

to become a monopolist, as highlighted by its own internal commission:  

[t]he Commission also considered that the adoption of legal tender status for the banknotes 

granted the Bank itself an intrinsic privilege by which no other Discount Bank would ever be 

able to establish and compete with it on the Mainland Dominions.76 

Like in a Faustian bargain, the National Bank also understood what price devilish Cavour was 

asking for. A bank with a 16 million capital appeared disproportionate to the needs of the real 

economy, at least in those markets where by its statutes the bank could operate. The risk was 

therefore to be forced into investing in public debt securities – a betrayal of the shareholders who 

were investing in the bank’s stocks precisely to diversify their holdings away from national debt:  

[i]t was necessary to consider that the Bank would be a sort of department of the 

Government, with which it would necessarily have to share its fate if it wanted to employ its 

funds – so that this choice would deceive those Shareholders who, loathing the idea of 

investing their capital in public funds, preferred to purchase the Bank’s shares, seen as a 

private, commercial Enterprise rather than a Government institution.77 

Cavour’s poisoned apple, however, was too tempting to be refused. Like Milton’s Satan, ambition 

‘gently raised their fainting courage, and dispelled their fears’.78 In an attempt to avoid the trap, 

regents promised themselves that they would widen the scope of their business, setting their hopes 

on railway development and liberalisation of forward sales. Nonetheless, they could not obliterate 

the feeling that they were selling their souls and not entirely of their own free will. They were 

resolute not to advance one single lira if they could not get the legal tender privilege, unless at 

their convenience, but knew Cavour wanted the money. If they sided with him, he would be their 

best ally; if they did not, he would find someone else who would: 

[t]he Commissioners were well aware that, had the Bank not accepted the proposals of the 

Government, this might be tempted to promote in the near future the establishment of a new 

Bank which, if granted legal tender, could easily paralyse the activities of the National Bank. 

This idea worried the Commission all the more so as the Finance Minister himself had 

frankly hinted at it.79 

Although Cavour, unlike Galvagno (see Chapter 17), was able to make a bank from scratch, his 

threat was not entirely credible. It is unlikely that, in the face of the stern resistance of the 

National Bank, around which the interests of all major bankers in the country coalesced, he could 

easily find a new champion for the state. More probably, inside the National Bank there were two 

parties, one of which secretly supported Cavour’s plan and was trying to persuade the other to 

make common cause with the government. It was the old story of hawks and doves: the former 

believed in the government’s chance of winning its gamble and honouring its debt, the latter did 

not. 

This stick-and-carrot approach proved successful and Cavour won the bank’s approval. He 

then needed that of Parliament. To fully understand his aims, however, we have to consider the 

legal tender proposal together with the decree concerning the 20 million loan repayment. On 4 

June Parliament had approved a law concerning the issue of 18,000 state bonds to refund the loan. 

Further regulations regarding subscription were added in a royal decree drafted by the executive 

                                                                 
76 Ibid., 9 May 1851. The Commission here referred to the mainland, since Cavour’s proposal did not apply 

to Sardinia and Savoy, so as not to hurt regionalist feelings.  
77 Ibid. 
78 Milton, J., Paradise Lost, 1, vv. 529‒30. 
79 ASBI, BI, BGT, regg., 9 May 1851. 
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and as such not subject to parliamentary scrutiny.80 The provisions of Article 9 regarding the 

subscription payments were plainly illegal, as at least 42 per cent of the total sum – to be paid in 

five instalments directly at the National Bank – had to be in specie, in blatant violation of the law 

on note inconvertibility, which would be lifted only a fortnight after the last instalment. Public 

subscription opened in mid-June and the first instalment in specie was due in mid-July. This 

meant that by July the bank would cash in at least 4 million in specie, and by September an 

additional 2.7 million, plus a total sum of at most 9.5 million in banknotes, roughly equivalent to 

the bank’s residual credit on the 20 million loan, half of which had already been paid back by the 

government by April 1851 amid countless difficulties and delays.  

The logic of the 1848 loan and its reimbursement should have been the following. During the 

war the government had no money to pay its purchases. Instead of paying with public debt bonds 

on the spot – that is to say, acknowledging its current inability to pay and promising to do so in 

the future – it gave the appearance of paying by delivering banknotes. Like bonds, the banknotes 

had no intrinsic value, but they could circulate more smoothly being a sort of ‘bearer bond’. After 

the war, the government had to drop this pretence. Banknotes ‘loaned’ to the government had to 

be collected and given back to the bank, which would thus return to its pre-war size. To do so the 

government had to open a public subscription, selling bonds against banknotes: the bonds it had 

not issued during the war had therefore to be issued now.  

This was not, however, Cavour’s scheme. Formally, the loan was repaid by restricting 

circulation (the 9.5 million in notes). But at the same time, the extra money the government was 

getting from the public through the new debt issue went to the bank, deposited on the Treasury 

account. Paper inconvertibility had been a smokescreen and so was the loan reimbursement. By 

leaving some 7 million in specie to the bank, this was allowed to issue up to 21 million banknotes. 

The 20 million loan was still there. With a canny game of roles, the state had thus created some 

million money out of nowhere. Instead of issuing assignats – whose name alone had filled 

citizens with dread ever since the French Revolution – it had used the bank and was now 

rewarding its compliance by transforming it into a large national bank. In fact, this was not simply 

rewarding. The government needed the bank to keep up the facade and possibly ‘widen the 

game’. 

The 18,000 bonds bill – which made no provision for specie payment – was presented on 8 

May 1851. On 24 May Cavour brought forward the legal tender bill, which included the doubling 

of the capital of the National Bank besides the establishment of two branches.81 His strategy was 

evidently the following: to easily get Parliament’s approval of the former bill, then modify it 

substantially through a royal decree regarding specie payment. Bonds subscription should then 

open in early summer, more or less simultaneously with the prospective approval of the latter bill. 

This implied that, given the decree on specie payment, bond investors would be inadvertently 

anticipating the capital increase of the bank. They would be at the same time paying back the 

government debt with 9.5 million banknotes and depositing in the bank’s vault in specie nearly 7 

out of 8 million of the capital increase in place of the National Bank shareholders, who, as usual 

for joint-stock companies, would pay up the new equity issue only later on. In this way, the 

National Bank could in principle sustain a circulation proportionate to its larger capital ahead of 

time, without paying any interest on the sums ‘anticipated’ by bond investors.82 

                                                                 
80 RD 5 June 1851, no. 1193, in BGP, 2, pp. 923‒6.  
81 For the bill’s text, see ibid., p. 965. 
82  The bank’s shareholders would therefore benefit in two ways: by earning the profits of a larger 

circulation together with those accruing from their current investments, as they would not have to disinvest 

in order to immediately pay in the capital increase.  
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The royal decree was greeted with outrage by the opposition. It looked as if the government 

were paying back its paper debt with cash. Neither did the favour granted to the bank’s 

shareholders at the expense of the public escape Parliament’s attention. Deputy Mellana in fact 

noticed: 

[n]ow the Government owes … notes because it has received notes, not hard cash. In whose 

interest then are citizens required to pay silver into the Bank's coffers? I believe that this 

infringement of the law only benefits the shareholders of the National Bank, and if the 

Chamber considers the law it will very soon be called upon to vote, namely the bill on new 

provisions relating to the Bank itself, it will see that this Bank is compelled to increase its 

fund by 8 million so as to be able to issue three times as much in notes: now, receiving specie 

from the buyers of bonds, it will be able to make this increase to no detriment whatever of the 

shareholders, 

concluding forcefully: 

[t]o them the profit, the loss to the other citizens: what we see being done for three years: I 

believe that we must at last put an end to this favoritism to the advantage of few shareholders 

and to the detriment of the majority of citizens.83 

Cavour stood up for himself. First, he assured Parliament that half of the specie deposits would be 

immediately withdrawn by the Treasury for the most urgent payments. Secondly, the government, 

then negotiating the Hambro loan (see Chapter 14), needed an additional 15 million to strike the 

deal. The National Bank was willing to lend them at a favourable 3 instead of 5 per cent rate, 

provided that part of the bond subscription was paid in cash.84 With the prospect of such a 

considerable discount and by noting that bond investors would not be embarrassed by specie 

payments due to the then low agio, the opposition was easily swayed. It only insisted on 

remedying the decree’s illegality by converting it into a law,85 without really understanding what 

Cavour’s words implied. The Treasury, by Cavour’s own statement, was going to leave only 3.4 

million specie in its bank account. This sum – which the bank had received gratis – enabled it to 

issue roughly 10 million notes, which were lent back to the Treasury plus further 5 million. Five 

million notes corresponded approximately to 1.7 million cash. The National Bank, therefore, was 

paying out of its own pocket only 1.7 million, on which it received interests for 450,000 (3 per 

cent on 15 million), equal to a 26 per cent return on investment. The 450,000 profits were reality, 

the 300,000 discount kindly granted to the Treasury just a red herring. Cavour the illusionist had 

outsmarted not only his contemporaries, but apparently scholars too, who never touch upon this 

point.86 

However, he had won a battle, not the war. He tried to fool the Chamber of Deputies – 

exhausted at the end of the spring parliamentary session87 – by hinting at the looming liquidity 

crisis, unless the bank was enabled to maintain its current circulation. Declaring banknotes legal 

tender and increasing the bank’s capital would ease the transition and avoid a credit crunch, he 

said. The Study Commission of the Chamber, whose chairman Torelli, incidentally, was most 

conveniently also a shareholder of the National Bank,88 besides paying lip service to banking 

                                                                 
83 Ibid., p. 928. 
84 BGP, 2, pp. 950, 954‒5. The loans to the government were not included in the bill, but were a private 

agreement between government and bank, see later.   
85 L 4 July 1851, no. 1216, in ibid., p. 956. 
86 This issue would be grasped only a year later, when a new version of the law was being discussed (ibid., 

p. 1322; Decugis, Banca e credito, p. 228). 
87 BGP, 2, p. 1022. 
88 Luigi Torelli was a shareholder of the Bank of Genoa from 1844 onwards. In 1850 he held 30 shares, 

quite a substantial number (ibid., p. 1233; Scatamacchia, Azioni e azionisti, p. 101).  
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pluralism, warm-heartedly endorsed the bill, pitying the bank for the heavy burden the Minister 

was putting on it in terms of higher capital, branch opening, et cetera. Torelli did, however, 

overlook some flaws in Cavour’s argumentation. By increasing capital, he said, the bank would 

have to decrease the interest rate to employ it. He forgot that his bill provided for both an increase 

of supply and demand, as the bank would be allowed to widen the scope of its business. The new 

equilibrium rate, therefore, would not be necessarily lower. He claimed that the legal tender 

proposal would serve the transition from inconvertibility to convertibility. His conception of 

‘transition’ was however rather prodigal, since banknotes would be legal tender for further thirty 

years ahead.89  

He also seemed to ignore the fact that the Treasury service, although possibly entailing some 

economies for the state, would provide the bank with cash deposits supporting its circulation (see 

Chapter 19). Nor did he show much confidence in the growth prospects of the periphery, since he 

portrayed the branch opening as a pure loss without considering future profits. It was therefore 

hard to see what the actual burden was for the bank, except the commitment to finance the 

Treasury. Even the 15 million advance was not a real burden; the only true hazard for the bank 

was its willingness to ally with the government for good and for evil. Unless, that is, we want to 

consider as a burden the fact that the bank was forced to increase its capital to maintain its current 

circulation instead of simply benefitting from inconvertibility.  

The bill aroused the anger of the opposition, which quickly spotted the enormous privilege 

accorded to the bank and the increasing risk of a future return to that inconvertibility Parliament 

was now going to abolish. By declaring the National Bank’s notes legal tender, the government 

would create moral hazard. Were notes legal tender, they would rapidly accumulate in local 

treasuries, especially in a country like Piedmont-Sardinia where they did not yet fully enjoy 

public confidence. This would create an incentive for the bank to increase its circulation 

excessively, counting on the fact that at worst the government would rescue it by declaring note 

inconvertibility, at least to safeguard the value of the fat bundles of banknotes stored in its 

treasuries. Furthermore, according to Gresham’s law, specie would seek higher profits abroad, 

which, together with the systemic deficit of the current account, would in turn increase the risk of 

falling back into inconvertibility.90  

Cavour’s opponents judged far from inevitable a commercial crisis in the event of the bill not 

passing.91 The bank needed not necessarily reduce note circulation too much. Its war loan was 

going to be refunded and were this not to be enough, it could always import specie from abroad, 

partly sacrificing the profits it had accumulated under paper inconvertibility. Moreover, that 

convertibility was going to resume had long since been known to everybody so that the public as 

well as the bank should be already prepared to adjust. Finally, to avoid the negative effects of a 

restrictive policy, the bank, used to generously financing speculation, simply ought to cut credit to 

speculators rather than to entrepreneurs. More generally, the opposition could not understand why 

banknotes needed to be declared legal tender at all. If they already enjoyed public confidence, the 

legal tender provision was useless.92  If they did not, then the state was biasing the market. 

Without knowing it, there was one point on which the opposition entirely agreed with the bank, 

namely the widespread popular distrust of banknotes. This might reflect distrust of the bank’s 

management, but especially of government policies, so that people were unwilling to part with 

                                                                 
89 Until the expiry date of the bank’s company-agreement.   
90 See BGP, 2, pp. 1003, 1058, 1182‒3. 
91 This view was vindicated by later events: the bill did not pass but the National Bank was able to resume 

convertibility more than one month before the legal deadline (also thanks to specie payments of the 18,000 

bonds).  
92 Ibid., pp. 1003‒4, 1016, 1022, 1025, 1063, 1073. 
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their coins. The only difference between bank and opposition was probably that the bank was 

more sceptical: the bank’s regents had already begun importing hefty sums, aiming at a reserve 

ratio of four-fifths or at least two-thirds (instead of a standard one-third) when convertibility had 

to resume.93   

It was also unclear why the bank had to be ‘compensated’ – as Cavour said – for the sacrifice 

of increasing its capital. Either there were profit opportunities and then no compensation was 

needed, or there were not, in which case the government, by imposing the increase, was only 

fuelling inflation. 94 Furthermore, as a monopolist, the bank did not even need to decrease its 

discount rate: it could simply invest its excess capital into public debt securities.95 The inevitable 

result of creating a de facto monopolist would be a political entanglement between bank and 

government wherein the latter would only be able to revoke such a great privilege, once accorded, 

at the cost of banking chaos and severe monetary contraction.96  

The parliamentary outcry over the creation of a ‘bankocracy’, or a ‘money aristocracy’97 

might reflect, besides a genuine public concern, also a personal regret. Doubling the bank’s 

capital meant doubling the power of a restricted elite, since current shareholders would have pre-

emptive rights to acquire the new shares. The government was not only creating a mighty central 

bank, it was also preventing outsiders from joining such a privileged circle. Of course, shares 

were on sale on the secondary market, but to buy them one depended on the others’ willingness to 

sell and prices were significantly higher than on the primary market – it was a private membership 

club increasingly expensive to join. A year later, recalling the attempt to create the Sardinian 

Bank (see Chapter 17), Deputy Mellana was still complaining: 

At least new capitalists would have contributed to the new Bank and the benefit, if not 

general, would have been shared among some of the citizens; while now it is all concentrated 

in the hands of few, namely of those who own the old shares of the National Bank, thus 

giving rise to a real new banking aristocracy.98 

Parliament’s uproar was so great that the deputies who were also National Bank shareholders 

were asked not to vote. This proposal was not approved but the assembly dissolved amidst ever 

greater pandemonium after frightened Commission chairman Torelli, without being requested to 

do so, publicly admitted to being himself a shareholder, raising a hue and cry among right-wing 

deputies, who were probably shareholders too.99 

For Cavour it was a complete fiasco and he partly saved face only because of the enervating 

length of his and his opponents’ speeches, which made the assembly forget about the 

contradictions he had run into in a desperate attempt to uphold his bill. He had presented the 

creation of a powerful bank as a major advantage in times of peace and tried to persuade 

Parliament that, even without the bill, the establishment of a second bank of issue would be 

impossible. He stressed that the National Bank had the sympathy of the whole national financial 

world, a very small one indeed, and that competition was therefore unthinkable.100 The opposition 

                                                                 
93 ASBI, BI, BGT, regg., 10, 4 Aug. 1851.  
94 BGP, 2, p. 1082.  
95 Ibid., p. 1068. This, however, would happen only under two assumptions: that the government would 
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that the risk-adjusted interest rate on public debt would be higher than on other productive investments. 
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99 Ibid., pp. 1227‒46. 
100 Ibid., p. 990. Cavour’s statement might also entail a veiled threat, namely that the bank could adopt a 

restrictive policy in retaliation, were the bill not approved. This would become a standard allegation against 
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was, however, so fierce that he came to declare that the true motivations behind the bill were of 

political and fiscal nature and that the real fomenters of dissent were the major private bankers, 

foes as they were of banks of issue. He went so far as to almost come out for banking pluralism.101 

The fact that he himself did not believe in his own statement that the bill would not prevent the 

establishment of other regional banks was plainly shown by the fact that the legal tender provision 

did not apply to Savoy and Sardinia. He even affirmed that the legal tender clause was just a trick 

to persuade the National Bank shareholders to increase capital, while the other supporters of the 

bill were not much more persuasive either.102 Pleading for the bank, Torelli was for instance 

pathetically asking:  

But is it really possible that our humble Bank may one day influence our policy? Oh! I think 

this is something no one will ever admit; it is absolutely impossible to admit that the directors 

of our Bank may ever stand as a rival power to the Government.103  

In front of such a bitter opposition, Cavour came to the conclusion that Parliament would never 

swallow the legal tender provision. The National Bank, however, could not resign itself to such a 

decision and elegantly made it clear to the Minister that it was not going to renew its advances, 

should the bill not pass. 104  In March 1852 Cavour presented a new draft of the bill, more 

favourable to public finances: banknotes would be legal tender only for ten years, a new branch 

had to be established as soon as the previous ones became profitable and the bank had to provide 

at any time 5 million advances to the Treasury at 3 per cent.105 The legal tender clause was 

however an insurmountable obstacle for the bill’s approval and Cavour was unwilling to risk his 

political repute for the bank’s sake. In this context, a new bank of issue, the Sardinian Bank, was 

proposed out of the blue (see Chapter 17). At the end of April Cavour informed the National Bank 

that if it did not renounce the legal tender clause, he would withdraw the bill, as it had no chance 

to pass. The bank protested that Cavour had a ‘moral commitment’ to push it through,106 but when 

Cavour endorsed the establishment of the Sardinian Bank, it had to realise that he was not 

kidding.  

Risking falling out of favour with the government, the National Bank preferred to admit 

defeat and give up the legal tender clause. Monopoly, however, it could not renounce. Instead of 

asking special privileges from Parliament, it could achieve its goal almost on its own with a 

staggering capital increase. As the management explained at the shareholders general meeting, the 

bank ‘should be second to none’. In pursuing this goal, it was confident in the loyal support of the 

‘wise’ minister and former shareholder Cavour: 

We cannot end without expressing our conviction that the wise Minister now in charge of the 

Ministry of Finance will certainly not forget he was rightly pleased with promoting the 

establishment of the National Bank, thus putting a halt to the future competition between the 

                                                                                                                                                                                                
the bank. Here it suffices to note that, as a profit-maximiser, the bank had no interest in keeping a large 

circulation when this implied excessive specie imports.  
101 Ibid., pp. 1015, 1120‒2. To pay lip service to pluralism or to side in principle against privilege was a 

standard practice in parliamentary debates, to which however Cavour was usually too proud to resort. 
102 Ibid., pp. 1150, 1267. 
103 Ibid., p. 1105. 
104 ASBI, BI, BGT, regg., 10, 16 June 1851. 
105 In the previous bill there were no provisions regarding advances to the Treasury. As mentioned in a 

previous footnote, they were only part of a private agreement between bank and government conditional on 

the bill’s approval. For this new version of the bill, see BGP, 2, pp. 1296‒8. 
106 ASBI, BI, BGT, regg., 11, 28 Apr. 1852.   
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Banks of Genoa and Turin with general damage, and that he will therefore contribute all in 

his power to benefit it and consolidate its credit in the interest of the entire State.107 

Worried that the current cabinet crisis could delay the approval of the bill, at the end of May the 

National Bank decided that the capital should be ‘promptly’ increased to 32 million. 108 

Abandoning its previous dead-or-alive approach was undoubtedly a refinement of strategy. 

Pluralists had many fears, like the capture of the state by the bank and the establishment of a 

plutocracy penalising the real economy and the lower classes.109 One of their greatest fears was 

certainly inflation. They had also weaknesses (the other side of the coin of their fears): for 

instance they preferred low interest rates. As everybody agreed that a circulation of 40 million 

was sufficient for the country’s needs,110 a bank with a 32 million capital would necessarily have 

to slash its discount rate. But, after this staggering increase in capital, and precisely because of the 

inflation risk, even pluralists would have to support monopoly. No competitor could survive: a 

large one would never be approved because of the inflationary risk and a small one could be 

easily liquidated.111 In addition, the bank could also play the trump card of nationalism. Granting 

credit to the government might be dangerous, but it was terribly useful to support a war effort. 

Pluralists had to think seriously about whether they really preferred their little banks or a powerful 

ally in the fight for Italian unity. 

A third version of the bill was then put forward and this time it passed.112 No legal tender 

clause, no Treasury service, a 15 million overdraft facility for the government, the future 

establishment of a third branch, the possibility to promote the establishment of two discount 

banks in the main cities, advances on deposits of industrial stocks and district bonds with a state 

guarantee, and, last but not least, a four-fold capital increase. At the end of the day, the national 

banking sector was in the bank’s hands. 

  

                                                                 
107 ASBI, BI, BGT, regg., 11, 8 May 1852.  
108 Ibid., 27 May 1852. 
109 See BGP, 3, p. 1950.  
110 See e.g. ibid., 2, p. 958.  
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19 

The Bank to the Government  

and the Government to the Bankers 
 

 

 

We once believed, and still believe, that Government and Bank are two completely distinct offices; we 

believe that it is wise to leave the Bank to the Bankers and the Government to the Governors; we believe 

that trade is at its best in the hands of merchants and government in the hands of ministers. 

CARLO IGNAZIO GIULIO
113 

 

The new banking law of 11 July 1852 was passed when Cavour was no longer Finance Minister. 

At the end of May he had resigned from the D’Azeglio Cabinet because of an irreconcilable 

conflict due to his overtures to the Centre-Left. This convergence might partly explain the more 

conciliatory attitude of the opposition, which made it possible to enact the new banking 

legislation. Cavour soon reaped the fruits of his apostasy from the ministerial right wing: in 

October the Second D’Azeglio Cabinet fell and Cavour was appointed both Prime Minister and 

Finance Minister. In May 1853, a scarce few months after his government took office, Cavour 

presented a new bill to strengthen the bank. Already in 1850 the National Bank had dreamed of 

keeping an account where the Treasury would accumulate its surpluses (see Chapter 18). 114 

Cavour took up the idea and proposed to entrust the bank with the General Treasury service. As 

Treasurer General, the bank would not only become the Treasury accountant, thus becoming able 

to forecast the government’s needs and manage its own reserves more effectively, but, more 

importantly, would benefit from an increase in cash deposits. The Treasury and the bank 

accounting remained entirely distinct. Not so monies, which mixed together yielding, in the 

bank’s words, ‘brilliant profits’.  

 The rules of the game were the following. The Treasury had with the bank an account into 

which it put the surpluses from the provincial treasuries. The bank then debited the account for 

the payments made on behalf of the Treasury. Obviously, whenever possible it would keep the 

cash and pay with notes. As the bill provided for the conversion of notes into specie and vice 

versa also at the provincial treasuries, the bank was almost granted de facto legal tender status for 

its banknotes together with a cheap network of bank offices – an arrangement akin to that in the 

Two Sicilies.115  For every coin the Treasury delivered to the bank, the bank could then in 

principle discount for two at a 5 per cent interest rate.116 

The National Bank was clearly enthusiastic about the perspective of issuing quasi-legal 

tender. 

Now – one of his regents remarked – since the Treasury service would actually guarantee the 

public circulation of banknotes, thus contributing greatly to pushing it to the normal limit it 

should reach, namely half of the actual monetary supply, the National Bank should 

                                                                 
113 BGP, 3, p. 1712. 
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115 For the bills’ text, see BGP, 3, pp. 1532‒4.  
116 Given the standard reserve ratio of one-third, one lira in paper would be used to pay on behalf of the 

government, two lire in paper would be issued for commercial purposes charging an interest rate. 
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endeavour, even at some sacrifice, to attain the above-mentioned office of Treasurer of the 

State.117 

The ‘sacrifice’ consisted in financing the establishment of a bank in Sardinia (see Chapter 21) and 

moving its headquarters to Turin, thus downgrading Genoa to second head office.118 Yet the bank 

was no less sensible of the influence it would gain over the government. The advantages implied 

by the Treasury service were best summarised by the regents Marquis Francesco Pallavicino and 

David Leonino: 

Mr Pallavicino also stressed the considerable advantages of the Treasury service to the Bank. 

He argued that if we consider our budget to be 120 million lire it is easy to understand how 

the Treasury will always have a two-month available fund of about 20 million, so that the 

bank will have a current account with the Treasury for about the same sum, which will give it 

the means to increase its circulation and win brilliant profits [emphasis added]. Mr Leonino 

then observed that the Bank, by becoming Treasurer of the State, would attain a position 

independent of the possible hostility of a minister [emphasis added]. He also added that once 

the Bank had taken control of the Treasury service, even if a Minister hostile to the Bank 

should come to power and propose a law against it, this law (after the above-mentioned 

convention) could not harm the Bank before three years had passed, and a constitutional 

minister is more ignorant than anybody else of whether he will still be in his place in three 

years’ time. 119  

Increasing deposits and a stronger position vis-à-vis the government would be at that time a 

lifeline for the bank, which was sinking into a spiral of specie exportation and reimportation for 

which it had already been scolded by the Minister. The critical position of the bank will be 

explained in detail in Chapter 22. What is important here to note is that Cavour, by proposing the 

bill on the Treasury service, was not just promoting his long-term banking policy120 and pursuing 

its fiscal goal of creating a central bank subsidising the government but was also moved by an 

impending monetary and banking crisis.  

True to form, he introduced the bill when the end of the spring session was approaching and 

many parliamentarians – roughly one-third of them – had already left the capital for their well-

deserved holidays. 121  The few stoics still on the ground approved the bill with only minor 

amendments. Cavour had presented the bill as highly beneficial to public finances as it enabled 

the state to suppress several Treasury offices. The debate, however – promoted by the Savoyard 

Deputy Despine, worried by the increasing benefits the National Bank was gaining at the expense 

of the Bank of Savoy – demonstrated that there were no real economies for the state. The Study 

Commission reporting to the Chamber had simply cooked the books to show substantial savings. 

Cavour therefore did not insist on this point. The only reason to pass the bill was thus credit 

development.122 Not only would the bank contribute to the establishment of a bank of issue in 

Sardinia, it would also widen its business thus benefiting the country’s economy, since Cavour 

frankly declared that it was his intention to put as much money as possible in the Treasury 

account to enable it to do so.  

                                                                 
117 ASBI, BI, BGT, regg., 11, 18 Apr. 1853. 
118 Being the Treasurer General, the bank’s headquarters had to be as close as possible to the government. 

Genoa was sorry but Cavour insisted on it (ASBI, BI, BGT, regg., 11, 20 Apr. 1853). 
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The Senate was harder to sway than the Chamber. In vain Cavour tried to persuade pluralists 

that banking monopoly was already a reality for the next fifty to seventy years at least. In the long 

run, they would all be dead and the only reasonable thing to do at present, he maintained, was to 

empower the only large bank at hand in the interest of the country. Although everyone agreed on 

the need for a powerful national bank, for instance to assist the government in finding credit 

abroad, senators were frightened of the growing entanglement of state and bank. In principle, 

funds could be transferred from the provincial treasuries to the National Bank only by order of the 

minister. In practice, it would be hard for any minister to withdraw funds from the bank, 

especially in times of crisis.123 In the event of a political or fiscal crisis, the government, by 

withdrawing money from its bank account, would trigger a severe monetary contraction: since 

having an account with the National Bank would increase the monetary basis by a factor of three, 

the ensuing contraction would be accordingly larger than it would be without it. Neither would the 

government be able to intervene in case of mismanagement – it would instead be forced to rescue 

a bank which had become ‘too big to fail’ and whose banknotes had accumulated in the coffers of 

its treasuries.  

By becoming Treasurer General, the bank would acquire a new blackmailing power on the 

government, a power harmless at present due to Cavour’s personal influence on the bank, but 

which might be later abused, as argued by Senator Della Torre: 

[n]ow everything will change; the Bank is not a government employee, it is a powerful body 

… and if this condition is greatly modified, I do not see, should a misunderstanding arise 

between the Bank and the minister, or should the minister be displeased of certain acts of the 

Bank, I do not see, I say, which means of action the minister will be able to employ against it. 

I do understand that nothing of the sort will occur under the present minister, because he has 

been the main shareholder at the beginning; moreover, he is the one presenting the law that 

gives [the Bank] its prerogatives, and we can assume that the Bank will pay him the 

deference owed to his well-known talents. But ministers are removable … in constitutional 

Governments; the current minister might very well be replaced by another minister devoid of 

any ascendancy over the Bank other than that resulting from his position as minister, and I do 

not think this ascendancy is very powerful. … [T]he Bank is a powerful body and it will 

become even more powerful … ; it will find protectors in both Chambers, it is the nature of 

things; it may then happen that the Chamber does not support the minister and thus the 

minister will fall. Once this happens, it will become clear that a finance minister will not be 

able to stay in office if he does not agree with the Bank, and it will not be possible to pick 

another minister disagreeing with it: this fact will significantly increase its influence and 

make of the Bank a State within the State.124 

The argument of Cavour that a powerful bank would be the best ally of the government was 

completely overturned by his opponents, who rather feared 

an alliance of the State finances with the banking system, to which we want to give a new and 

exclusive development. 

Such an alliance would then make the state 

faithful to the aristocracy of money, so that any governmental decision would depend only on 

the prospective profits for finance, industry and trade.125 

The battle for the ‘independence of the state’ was at the same time a battle for the ‘independence 

of the bank’. Pluralists understood very well that the legal independence of the national bank was 
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not enough to grant its autonomy. A private national bank was not equivalent to an independent 

central bank. Quite the reverse, for it was precisely its private character which might induce it to a 

dangerous complaisance towards the state. The National Bank was not yet an established central 

bank. As a private institution, it was striving for the highest profits, achievable only as a 

monopolist. As long as it was confined to a mere quasi-monopolistic position not legally granted, 

it would therefore be willing to compromise with the government. Provided that it was under state 

patronage and therefore enjoying an implicit ‘bail-out privilege’, it would be prone to support 

even an unsound monetary policy. A logical solution to this problem would have been to grant the 

bank full legal monopoly so as to eliminate such harmful incentives. From the previous 

discussion, however, it was obvious that no pluralist would have agreed to that. They were 

pluralists precisely because they did not believe in ‘good banks’. Banks could behave well, they 

thought, only under the threat of competition. Once freed from such a threat, any bank would 

behave in a tyrannical way, exploiting its market and political power to the fullest. 

Senator Giulio, the leading opponent of the Treasury bill, neatly summarised the dangers of a 

confusion of interests between government and bank:   

the Minister confesses … that for him the consideration by far the most important is the 

opportunity, the need to complete, to consummate the union of the Bank with the State … 

The Minister welcomes the project for the increase in strength and stability the Bank and the 

Government will give to each other, while we deny our assent because of the weakness Bank 

and Government will give to each other through their respective mistakes. The Minister 

believes that the Government with its protection will prevent the mistakes of the Bank and the 

Bank with its subsidies will save the Government in its needs; while we, gentlemen, fear that 

the influence of the government may induce the Bank to make mistakes and their union might 

more than once push the Government to act beyond its duty. We once believed, and still 

believe, that Government and Bank are two completely distinct offices; we believe that it is 

wise to leave the Bank to the Bankers and the Government to the Governors; we believe that 

trade is at its best in the hands of merchants and government in the hands of ministers. 126  

Albeit with only a few votes missing, in the end the bill did not pass. Half a century ago, Rossi 

and Nitti, commenting on the flaws of the Piedmontese credit system and the overarching 

influence of a powerful financial lobby, wrote that such an influence had at least been partially 

reduced by ‘a fierce and clever opposition’.127 I would rather argue that the opposition was neither 

fierce nor clever enough. They were fierce enough to thwart Cavour’s plan regarding legal tender 

and Treasury service. They were clever enough to see and denounce the dangers of an all-

powerful bank. But they were not stiff enough to torpedo Cavour’s general monetary and banking 

policy. And more than that, they were not clever enough to understand that the compromises they 

agreed on contributed to the implementation of such a policy. Nor that the privileges they did not 

grant simply made that policy work far less well.  

Had they truly wanted no central bank, then the 32 million capital increase should have never 

been granted. By granting it, they had contributed to establishing monopoly, but it was a 

monopoly dependent on state patronage. Worse still, they had created a monopoly much more 

unstable than the one Cavour had in mind. Endowed with too large a capital and otherwise unable 

to keep its banknotes circulating for long, the National Bank was induced to embark on large-

scale speculation. Instead, Cavour had tried to establish a monopoly based on legal privilege, 

which favoured note circulation without requiring too large a capital increase. This increase, 

besides luring the bank into speculation, also reinforced the mutual dependence between bank and 
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state, since the most obvious and safest asset for the bank in which to invest its capital were 

government bonds.128  Neither could denying either legal status to banknotes or the Treasury 

service prevent the emergence of the major flaw in the Piedmontese and later Italian monetary 

system, namely fiscal dominance.129 

This uneasy compromise over banking pluralism, which was never disavowed nor 

safeguarded, resulted in an inadequate banking legislation. This later necessarily translated into an 

inadequate legislation for Italy as well. This time the conflict between pluralists and monopolists 

was no longer merely a conflict inside regional borders but across regional borders. In a unified 

Italy, the National Bank was the regional bank of the former Kingdom of Sardinia and soon the 

only one operating in the North. Although it was also the only one that could boast something of a 

‘national character’ by extending its branch network nationwide and appointing businessmen 

from all over Italy to its board (see Part Four), it nonetheless remained to a large extent a 

‘Northern’ institution in terms of ownership (Table D.3 and Figures D.14.a, b). Being at the same 

time the only bank which could reasonably aspire to monopoly of note issue, this very claim 

inevitably took on a regional connotation as just another facet of the ‘Piedmontese crusade’ to 

take over the country. The National Bank was thus liable to incur the hostility of all those, among 

the other regional elites, who were co-interested in the competing banks of issue, so that the 

debate over banking pluralism was almost immediately couched in terms of regional power 

relations.  

The new state, in many respects just the enlargement of former Piedmont-Sardinia, was 

indeed supporting what appeared to be its own ‘regional champion’, the National Bank. Its 

support, however, had no legal basis. It would have been much more practical to have a 

Piedmontese legislation on banking monopoly which could have then been directly extended – as 

were many others – to the whole country. But thanks to Piedmontese pluralists, there was none. 

Nor could a new one be established in a politically unified, yet economically divided Italy. 

Cavour had created a powerful bank that thanks to state support would be able to expand very 

rapidly across the peninsula, but Parliament had denied it the legal recognition of its privileged 

status. The consequence was that the National Bank was once again induced to please the 

government in order to gain political influence and definitively establish its monopoly. This time, 

however, it had to pursue this policy over sixty instead of ten years as in the Kingdom of Sardinia. 

 

 

                                                                 
128 ASBI, BI, BGT, regg., 11, 7 Sept. 1852.  
129 The thesis of ‘fiscal dominance’ was forcefully argued by Spinelli and Fratianni (id., Storia monetaria 
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Banking the Provinces 
 

 

 

I am convinced that a branch of the Bank in a town is a real benefit for the town itself. It may not be a 

benefit for the Bank if that branch does not produce enough to cover its costs, but for the town it always is a 

real profit. … If I could, I would compel the Bank to establish branches in all county towns.   

CAVOUR
130 

But it is noteworthy that Mr. Levi, while withdrawing part of his bills of exchange from the Vercelli Branch, 

discounted others, perhaps the very same, with his correspondents in Turin, who in turn handed them over 

to that Head Office.  

CARLO BOMBRINI
131 

 

During the Cavourian decade, credit markets in the Kingdom of Sardinia were not only 

developing much faster than in the Two Sicilies, but also very differently. Unlike in Piedmont-

Sardinia, the systemic role of the Bank of the Two Sicilies was never challenged. The Bank had 

been established by royal authority within a few, turbulent years (from Murat’s experiments to de’ 

Medici’s reform). It offered valuable services to the whole country by managing a payment 

system based on its notes and to the Neapolitan merchant community by refinancing it at cheap 

rates (besides benefitting Neapolitans at large through its pawn-lending activities). Moreover, the 

Restoration government, as the government of an absolute monarchy, had been able to coherently 

reform the South’s payment and credit system according to its own fiscal aims. By contrast, 

Cavour’s plan to expand the country’s monetary base to support larger government outlays 

(resulting from its growing political and economic engagement) without crowding out private 

investment was partly thwarted by Parliament and banking pluralists, afraid of a Leviathan-like 

bank. 

An even more striking difference, however, between the Southern and the Piedmontese 

banking system was its geographical spread. Since 1853 the National Bank had been opening a 

branch in every major town, a strategy pursued on a much larger scale after unification. Like in 

the South, provincial towns were eager to get a bank branch. A branch would ensure the exchange 

of banknotes. It would provide credit to provincials and increase the liquidity of their financial 

assets, enabling them to get advances against the deposits of securities. Furthermore, the few local 

businessmen of some note would be delighted at the idea of sitting on a branch board, being thus 

able to manage some more money and distribute some more favours under the authoritative 

insignia of the National Bank.132 Finally, for local usurers and moneylenders a branch was not 

necessarily threatening, providing they were able to become its clients, possibly at the expense of 

their own clients.  

Although provincials in Piedmont-Sardinia and the Two Sicilies had similar needs and 

ambitions, their governments reacted differently. A constitutional government was much more 
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motivated to meet their requests. Moreover, Cavour had a much more ‘integrated’ vision of 

economic development at territorial level, unlike the Bourbons who, due to geography and the 

relative weakness of the central state vis-à-vis local ‘barons’, concentrated their efforts on Naples 

and its region. Cavour also needed to spread banknote circulation: while after the rejection of the 

legal-tender clause he had privately arranged for the exchange of small-denomination notes at 

local treasuries with funds provided by the bank,133 ensuring it through branches was politically 

more palatable. Not to mention that empowering local elites financially was a wise way to build 

consensus for the National Bank and his own policies. 

The bank, too, was interested in opening branches, primarily to diffuse its notes. Being, 

unlike the Bank of the Two Sicilies, not a deposit bank but a bank of issue, its notes were put into 

circulation mostly by lending in paper, not just by collecting deposits. Secondarily, gaining a 

foothold in the provinces discouraged the establishment of competing banks of issue both at local 

and national level. However, like in the Two Sicilies, creating a branch network also meant 

reshaping power relations between cities and towns and between the bank and private bankers, 

including those sitting on its boards. Without branches, the latter were directly acting as 

intermediaries between Genoa and Turin, on the one hand, and the rest of the country on the 

other, while financial – and even economic – activities tended to concentrate in the main cities, as 

the only ones offering an adequate banking infrastructure. In the long run, financial and economic 

development in the provinces was likely to boost growth also in the main centres, but in the short 

term it largely decentralised credit, serving local demand locally instead of routing it towards 

Genoa and Turin.  

More mundanely, branches were expensive, risky especially at the beginning and posed a 

major coordination challenge. Eventually, political pressure from the government and competitive 

considerations overcame such concerns. The National Bank thus rapidly built its own branch 

network, acquiring an expertise which would prove crucial for its successful expansion in unified 

Italy – a trajectory completely at odds with that of the Bank of the Two Sicilies, favouring almost 

until the eve of unification the centralisation of banking activities in Naples. As this chapter will 

show, banking expansion was not a panacea: branches were ill-suited to finance agriculture, they 

could be mismanaged and captured by dubious clients, while power asymmetries between larger 

and smaller centres remained. In this sense, their contribution to economic development was less 

than it could have been, as further discussed in the case of the South in Chapter 36. Yet branches 

revolutionised the banking landscape, providing the National Bank with a sort of economic 

‘legitimacy’ it would leverage in the unified country. 

The first time Cavour proposed the opening of branches, the National Bank found his 

proposal ‘fair’. As the Minister was offering legal tender status to its banknotes, it agreed on the 

necessity of changing them also in the provinces. It was, after all, a relatively modest outlay in 

exchange for a ‘supreme advantage’, its managers thought: 

on the one hand they held it right that the provinces farther away from the two branches of the 

Bank should not be compelled to accept notes that could not be exchanged outside Turin or 

Genoa, on the other they hoped that if the two branches were established within a reasonable 

financial framework they might perhaps compensate the expenses incurred.134     

The bank seemed, however, less enthusiastic than the government. Once lost was the hope of 

legal tender, its attitude cooled, as further explained in Chapter 21. In 1853, according to the 1852 

law, the first branches in Nice and Vercelli were established, followed two years later by the one 

in Alessandria (granted for political reasons in return for special benefits for the one in Cagliari). 
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In 1856 Cavour was still urging the bank to establish new branches.135 The moment was highly 

unfavourable for the bank, which was struggling to preserve its reserves (see Chapter 22), but ‘for 

the sake of deference to the Minister’, whose help it desperately needed, it gave in.136 

The first explanation for the bank’s reluctance to invest in the periphery, emerging from the 

literature and parliamentary debates, is as petty-minded as it is legitimate: branches were costly. 

In 1855 Cuneo tried to tempt the bank by offering, besides the premises, to cover heating, lighting 

and security costs.137 At that time it did not work, but in a few years these would become standard 

conditions Italian towns had to fulfil if they wanted a branch. Costs were certain, profits less so, 

especially in the short-run. The bank management was thus more inclined to go hunting for legal 

privileges rather than plough through the countryside for a meagre return. Yet, albeit expensive, 

branches promised two major advantages the management could not ignore. On the one hand, 

they helped spread circulation and change people’s attitude towards paper money. On the other 

they reinforced monopoly claims. Until the mid-1850s, the bank was still apprehensive about the 

establishment of competing banks. In 1856, after some vain attempts to found a bank in Sardinia, 

Cavour finally convinced the National Bank to set up a branch in Cagliari under highly favourable 

conditions (see Chapter 21). The minutes of the board meetings reveal that the bank agreed also in 

order to forestall the potential foundation of another bank. ‘In the true interest of its 

Shareholders’, it regarded it as its duty to ‘endeavour as far as possible to prevent the setting up of 

other banks of issue in the state, since, if well managed [emphasis added], they could create 

competition to its circulation’.138 

This strategy was clear also to the bank’s opponents. Senator Giulio, commenting on the 

authorisation given to the bank to open branches, deemed 

the establishment of other Banks on the mainland surely impossible, since of course as soon 

as the National Bank detects the possibility of such an establishment, which is only possible 

by law, it will ask for permission to set up a branch in that very province, thus making it 

impossible to set up an independent Bank.139  

Although the government’s monetary policy was one of the main drivers for the creation of a 

branch network, we cannot interpret the bank’s cooperation as pure compliance, dismissing the 

economic logic of its expansion.140 The bank considered itself by no means a development agency 

of the government, nor were branches merely seen as a loss to be compensated for by the 

government with other benefits. In the interest of its shareholders, not of the state, it felt entitled 

to monopolise the national market. (Incidentally, the lack of concern about regional development 

per se emerges most clearly in the fact that the hypothetical establishments the bank wanted to 

fight were not the bad ones, but those well managed, see above). Given the country’s 

backwardness, one bank in a relatively affluent town or even district was already enough to pre-

empt the market and prevent competition. As was to become even clearer after 1860, however, a 

branch network was more than a deterrent at municipal level: it also gave the bank a countrywide 

competitive advantage. In order to compete with the National Bank on the same footing, settling 

in Genoa and Turin was no longer enough: an incumbent now needed to develop its own 

branches.  

To decide whether or not to open a branch, the bank had not only to weigh up political 

favours, monopoly advantages and future branch profits. It had to maximise overall profit as well. 
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Expanding banking activities in the periphery implied a reshaping the credit structure of the whole 

country. Previously, most large transactions passed through either Turin or Genoa. With a branch 

network all of this changed. A district branch would hopefully tap into a new market still 

underdeveloped due to lack of supply, but it would certainly also simultaneously snatch some 

business away from the bank’s headquarters. The question was therefore whether, on aggregate, 

branches would be able to increase transactions or just simplify the lives of existing customers in 

the countryside. Neither was the evaluation easy on the cost side. Having a network meant 

parcelling out reserves among branches so as to make sure each of them could safely exchange 

notes for specie at any time, which translated into specie transport costs. 141  Furthermore, as 

provincials were rather distrustful of banknotes, the reserve ratio had to be higher in the periphery 

than in the main centres, thus reducing the bank’s profits.  

The actual bank’s trade-off, however, was even more complicated, once we acknowledge its 

social structure. Companies are monolithic, rational profit maximisers on paper only. In reality, 

their choices are the result of the maximisation problems of their management and main 

shareholders. The shareholder’s profit equation includes the company dividends plus profits 

accruing from his other activities. In the case of the National Bank, its administrators were 

wealthy capitalists, mostly bankers. As such, they were intermediating between centre and 

periphery. By expanding into the periphery, the bank would partly replace them. While in the 

medium term they could expect higher dividends, as private bankers they were bound to lose. 

They could not even appropriate the whole additional profit of the bank, as this had to be equally 

divided among all shareholders.  

Furthermore, besides being bankers, they were also capitalists investing in the real economy. 

Both as bankers and capitalists, their interests were geographically circumscribed. This point did 

not so much concern the question of whether or not the bank should open a new branch as of 

where that branch should be. Credit development in the periphery usually leads to economic 

development, whose fruits however are not necessarily reaped by the ‘credit developers’. A 

Genoese merchant banker, for instance, knew that by providing more credit to, say, Oneglia, he 

would increase his revenues as a banker, but at the same time boost trade in Oneglia. Oneglia’s 

trade growth could then cause a decline in Genoese trade, thus affecting the revenues of our 

Genoese banker due to both falling credit demand in Genoa and decrease in his own commercial 

activities.142 In a frictionless world, where investors can freely move their capital, this would not 

be a big issue: one should start investing in Oneglia rather than in Genoa. Unfortunately, the 

world is sticky and nineteenth-century Italy was no exception in that sense. Depending on the 

geographic location of their main investments – both real and financial – the controlling 

shareholders of the National Bank had therefore individual preferences for the locational choices 

of the bank.  

The location of the first branches was relatively straightforward and did not entail such 

riddles. There were not many big towns where a bank branch could prosper. The setting up of an 

embryonic branch network was decided to justify the (proposed) bestowal of legal tender status to 

banknotes, which otherwise would have been de facto inconvertible in the periphery.143  The 

largest and most distant towns from Turin and Genoa were Nice and Vercelli, so that the choice 
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was easily made.144 But when Cavour proposed to establish two other branches in Cagliari and 

Alessandria, the bank’s geographic dilemma became apparent.  

Genoa was clearly much more interested than Turin in trading with Sardinia – traditionally 

regarded as a Genoese fief –, while it did not feel particularly threatened by the creation of a 

second branch close to Turin. Turin, by constrast, was uneasy at the idea of yet another branch in 

Piedmont and some of its regents preferred to establish – if any – only the one in Cagliari, though 

this might imply renouncing some benefits promised by Cavour.145 There were good reasons both 

in favour of and against the contemporary establishment of two branches, but interestingly enough 

the Genoese focused exclusively on the advantages, while a fair share of the Turinese more on the 

disadvantages, claiming that nearby branches were ‘a burden’, all the more so in that they 

discounted bills that otherwise would have been presented at the head offices (read: Turin).146 

Was it pure information asymmetry at work in pondering the bank’s interests or did this 

‘geographic divide’ reflect other interests as well? Savona, the main town on the Western 

Ligurian Riviera, which was indebted to Genoa for the past annihilation of its port and urban area 

(see Chapter 11), despite repeatedly asking for a branch, was unable to get it before 1864 (Table 

D.1),147 nor was the bank excessively supportive of another competing port, Nice. Doubtless, as 

argued below, the bank faced severe business constraints at aggregate level. Disputes over branch 

openings were certainly due neither exclusively nor mainly to regional rivalries, but these 

probably did influence decisions, however marginally.  

Whatever the actual impact of regional considerations on the bank’s decisional process, the 

central role of Genoa and Turin was carefully preserved. The National Bank had a centralised 

structure. The Genoese headquarters decided the weekly allocations for the whole network, 

including Turin. Turin, however, jealous of its prerogatives as capital city and second head office, 

was treated with kid gloves. Although weekly assignments, commensurate with the market size of 

each place, were probably fair on the whole, the power asymmetry between centre and periphery 

was tangible. Every branch was constantly urging the headquarters to increase its own share, 

unconcerned about the needs of all the others. Genoa, responsible for the whole network, was 

rarely moved by such pleas, but had to tolerate Turin’s systematic overspending, probably linked 

to speculation in government debt. Furthermore, whenever the government issued new debt, the 

lion’s share of extra-assignations went clearly to the two cities and their bankers (cf. Chapter 14).  

Branches, like in France, were fully dependent on their headquarters also as far as the 

regional scope of their business was concerned.148 Each was assigned a group of districts where it 

could operate but no direct transactions were allowed between branches.149 At the very beginning, 

even the head offices of Genoa and Turin did not accept bills of exchange drawn on the branch 

towns, although this rule was soon abandoned in order to increase circulation.150 Together with 

allegedly insufficient allocations, prohibition of direct operations between branches remained a 

source of constant complaint on their part.151 This ban, justified by the headquarters’ need to 
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Turin and Genoa by rail. See ibid., pp. 963‒4, 1452‒5.   
145 Cavour, anticipating Parliament’s hostility to the privileges proposed for the Sardinian branch, intended 

to soothe it by promising a further branch on the mainland. 
146 ASBI, BI, BGT, regg., 13, 23 May 1855; ibid., 31 May 1855. 
147 Ibid., 14, 21 Feb. 1856; ibid., 24 July 1856; ibid., 15, 30 July 1857. 
148 The management of human resources (hiring of employees, designation of administrators) was also 

entirely in the hand of the headquarters. For a comparison with the Bank of France, see Plessis, A., 

Histoires de la Banque de France (Paris, 1998), pp. 81‒110. 
149 ASBI, BI, BGT, regg., 14, 14 Aug. 1856; BGP, 2, p. 1499.  
150 ASBI, BI, BGT, regg., 12, 9 Dec. 1853. 
151 E.g. ibid., 15, 2 Jan. 1857; ibid., 16, 20 May 1858.  



141 
 

supervise branch activities and balance the amount of cash in their hands, was to be lifted in 

piecemeal fashion only in the post-unification period on the basis of regional trade clusters. 

The National Bank was thus promoting financial integration, although in a fairly hierarchical 

way. The lack of autonomy on the part of the branches was partly unavoidable, but not without 

consequences. Networks of local banks, not branches, for instance would have probably resulted 

in a closer integration at horizontal level. Each bank, based on its customers’ needs and under its 

own responsibility, would have established financial relations with other regional institutions, 

thus bypassing the two main centres. By contrast, with a branch structure Genoa and Turin – 

together with their bankers – retained this mediatory power, boosting their home markets by 

privileging vertical integration. There was, however, also a genuine supervisory need due to moral 

hazard on the part of the branches. Precisely because they were branches, a sort of appendage of 

the bank, not only were they simply concerned with their own backyards and prone to 

disregarding the whole, but they also knew the headquarters would rescue them if necessary, as 

history would plainly show. 

Branches were also further constrained by the uniform discount rate set by the headquarters. 

Following again the example of the Bank of France, by so doing the National Bank aimed to 

limite strategic shifts of demand – especially from speculators – from one office to another, which 

would have complicated the management of reserves across the whole network and increased 

specie transport costs. Credit policy was thus detached from fundamentals at regional level, yet 

‘imposing’ convergence in interest rates from above was a sensible response to the growing 

integration of regional markets and the increasing ability of market operators to navigate them.  

The case of Nice is exemplary in this sense. Nice was a port town with very little industry, 

mainly exporting olive oil to finance imports for local consumption. In 1853, only few months 

after it was established, the local branch asked the headquarters for permission to set the discount 

rate independently, claiming that being able to lay down ‘rules adjusted to local needs’ was 

essential especially in ‘localities devoid of resources that may sometimes make a large business 

centre out of a small town’.152  

The board was unimpressed: its main concern in fact was to prevent discount activities from 

concentrating in Nice, which would further facilitate specie export – a thorn in the side for the 

bank, as further discussed in Chapter 22. On the sea and close to the border, Nice was the perfect 

place to convert banknotes into specie and send it abroad. In 1858, at the height of a severe 

speculative crisis, Nice was still demanding more money to lend. Director General Bombrini, 

until then quite lenient on the issue, lost his patience with the branch and reproached it for its 

excessive note conversion. In that year alone, from January to mid-May the branch had changed 

5.5 million banknotes into specie, obliging the headquarters to send to the town 4.6 million 

specie, partly from Genoa and partly from Marseilles,153 meaning that the bank, besides bearing 

transport costs, was running into debt to enable its branch to honour convertibility. As Table 3.1 

shows, of all branches and head offices only Nice changed notes into coin for values larger or 

equivalent to its total discount activities. More than a sea port, Nice seemed to be a specie port ‒ 

the kingdom’s money gateway to foreign countries. 

The discount rates set by the National Bank were often excessive for the small trade of Nice, 

which thus continued discounting many of its bills in Marseilles.154 Yet nothing could prevent 

note holders from asking for conversion wherever it suited them most. Note issue and bank 

branches dramatically improved the Piedmontese payment system, easing capital flows within and 
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across national borders. However, fostering international transactions in an economy structurally 

in debt to foreign countries could only reinforce this tendency. By integrating Nice into the 

National Bank’s network, the government had opened a new breach into its monetary system, 

from which specie was pouring out only to be then expensively re-imported to sustain paper 

convertibility (see Chapter 22). 

TABLE 3.1. Ratio between note conversion into specie and lending by bank branch, 1853‒9. 

Source: Own elaboration based on Conte, La Banca Nazionale, Tabb. 14, 16.  

                  

  Nice Vercelli Alessandria Cagliari Cuneo Branches Head offices Total 

1853-II 10.4 1.0 
   

1.8 0.4 0.4 

1854-I 3.3 0.6 
   

1.8 0.4 0.5 

1854-II 1.8 0.4 
   

0.9 0.4 0.4 

1855-I 2.0 0.3 
   

0.7 0.4 0.4 

1855-II 1.4 0.5 
   

0.8 0.6 0.6 

1856-I 1.7 0.4 
   

0.9 0.6 0.6 

1856-II 0.9 0.2 0.2 
  

0.4 0.3 0.3 

1857-I 1.1 0.1 0.3 3.9 
 

0.5 0.7 0.6 

1857-II 0.7 0.1 0.2 0.9 
 

0.3 0.6 0.5 

1858-I 1.5 0.0 0.1 0.5 
 

0.4 0.3 0.3 

1858-II 0.8 0.0 0.1 0.7 0.2 0.3 0.3 0.3 

1859-I 0.9 0.0 0.2 0.3 0.2 0.3 0.3 0.3 

1859-II 0.7 0.1 0.1 0.1 0.2 0.2 0.2 0.2 

         Branches complicated the management not only of liquidity but also of credit. In the provinces, 

credit was mostly needed to finance agriculture, a sector a bank of issue was ill-suited to serve. At 

some point, the National Bank considered entering the mortgage market, one of the largest in the 

country, but quickly discarded the idea.155 Yet in the periphery it became standard practice to lend 

to landowners by repeatedly renewing accommodation bills. As renewals could last as long as 

three years, the bank through its branches eventually locked up part of its capital, a problem 

which after unification would continue to haunt it especially in the South (see Chapter 36). 

Although Bombrini repeatedly warned the branches against accepting non-commercial bills 

subject to renewals, he found it difficult to enforce rules which the headquarters themselves, as 

we shall see, did not stick to (see Chapter 22).156  

Branches could also be easily captured by a few capitalists. Cavour himself was fully aware 

of the risk that banking development in the provinces might turn to the sole benefit of local 

moneylenders, as he warned that, without proper supervision, country usurers might found 

savings banks in the countryside just to mask their predatory activities. This is precisely what 

happened in one of the largest branches, Vercelli, entrusted to one of the very first regents of the 

Bank of Genoa, Pellegro Rocca. Within a few years it became increasingly clear that he was 

skimming money from the bank by inflating heating and lighting costs, higher than in Turin 

itself.157  Apparently, Vercelli was cold but had a warm heart, to the point of harassing the 

                                                                 
155 Ibid., 14, 8, 19 and 23 May 1856. 
156 Ibid., 16, 23 Dec. 1858; ibid., 30 Dec. 1858; ibid. 17, 30 June 1859. 
157 Ibid., 14, 26 June, 3 and 17 July 1856.  
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headquarters to get more money also for philanthropic purposes.158 In 1856 the head offices began 

receiving many complaints from business owners in Vercelli claiming that the branch was 

virtually financing only one big businessman from the outside, who acted through local puppets. 

At first, the headquarters kept calm, as Turin itself was being attacked by the press for its 

allegedly biased restrictive credit policy, but soon had to recognise that Vercelli was rejecting 

numerous credit applications while renewing advances on promissory notes backed by 

government bonds for the handsome sum of 122,000 lire to one person alone. 

The real headaches started only in 1859, when Bombrini brought to light that Marco Levi 

d’Elia, a provincial banker, was in debt with the Vercelli branch to the tune of 1.3 million, owing 

to repeated renewals since its establishment. Levi belonged to the provincial plutocracy that three 

years before had founded another credit institution in the town, the Bank of Commerce of 

Vercelli, and, though wealthy, was at that time in serious financial troubles. On a small scale, in 

the provinces was emerging the same pattern of nesting dolls developing in the main centres: a 

bank of issue financing financiers founding further banks often for their own sake (see Chapter 

22). The Director General urged Vercelli’s director to curtail credit to Levi, which he obligingly 

did. Alas, Levi’s bills once withdrawn from Vercelli were discounted by intermediaries in Turin, 

who in turn sold them to the bank’s head office, thus changing names rather than the overall debt. 

Bombrini was forced to denounce this ruse when Levi’s partners refused to play the game any 

further, so that the board had to grant him credit personally up to one million, although one regent 

moaned and groaned about the branch management as well as the 

imprudent encouragement the same Director had given to the operations in that marketplace 

…, thus forfeiting the mission of our Establishment to promote trade when this is needed 

instead of pushing towards risky speculations exceeding local resources.159 

A month later, an ‘informal credit partnership’ among other co-founders of the local Bank of 

Commerce and a few others160 complained to the bank that Rocca was not sticking to his side of 

the bargain: although they had regularly paid their percentage bribe to obtain credit, Rocca was 

now not only denying them further discounts but also demanding repayment of their debt, 

apparently due to a quarrel regarding his share of losses in a failed speculation on banking 

stocks.161 It was a kind of domestic argument, as at least a couple of partners, besides Rocca, were 

at the same time administrators of the branch. Genoa also discovered that Rocca, together with the 

branch president and its secretary, had also secretly agreed, under the guarantee of the remaining 

co-founders of Vercelli’s Bank of Commerce, on renewing the bills of other insolvent and 

propertyless speculators from Cuneo.162 After the discovery, Rocca, though suspended, continued 

getting his salary for a while and was unwilling to leave his director’s flat, until he was 

definitively removed from his office. 163  This harsh treatment, however, did not tarnish his 

affection for the bank and a year later he applied to get his job back, submitting a 

                                                                 
158 Ibid., 17, 14 Jan. 1859. Each office was annually assigned some money for philanthropic purposes, sums 

about which head offices liked to cavil. 
159 ASBI, BI, BGT, regg., 17, 10 Feb. 1859.  
160 We know the names of at least four of them: Luigi Badino, Pasquale Minola, Cristoforo Ragozzi and 

Samuele De Angeli. On Badino and Minola as co-founders of the Bank of Commerce together with Levi, 

see Scatamacchia, Azioni e azionisti, p. 50, fn. 153. According to the National Bank’s report, this 

partnership was functioning like a shadow-discount bank (only at higher rates, we may assume). See ASBI, 

BI, BGT, regg., 17, 15 Mar. 1859.  
161 ASBI, BI, BGT, regg., 17, 15 Mar. 1859.  
162 Salmon Treves together with Segre and Norsi (ibid., 7 Apr. 1859; Scatamacchia, Azioni e azionisti, p. 

50, fn. 153). 
163 See ASBI, BI, BGT, regg., 17, 28 Apr. 1859. As a fringe benefit, directors received a private flat. 
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recommendation from the Finance Minister himself – an offer the bank kindly refused, after 

according him one semester’s salary as a farewell gift.164  

As a result of these scandals, the National Bank ended up having a ghost branch. Each 

periodic renewal of Levi’s bills of exchange tied up a sum equivalent to the total credit supply of 

a branch – and a large one, too. Vercelli was usually assigned 300,000 lire per week, but Levi’s 

bills alone were worth 270,000. Although weekly assignments to Vercelli were slightly increased 

to retain some business, the credit actually available for the town was drastically reduced.165 We 

can only hope this credit crunch was borne by speculators like Rocca’s friends rather than more 

solid clients.  

Vercelli was an extreme case, but not the only one, though certainly the most entertaining. 

Alessandria, the second-largest branch, was also in deep waters. Besides other bad debtors, 

Alessandria too had its ‘one-million man’ from Casale, Émile Deferrari. In 1858, after years of 

renewals since the establishment of the branch, Bombrini had decided to put an end ‘to 

concessions on one side and to unfulfilled promises on the other’. Apparently, he did not succeed 

and a year later Deferrari was still asking for new subsidies.166  

Commenting on the management of the branch, the Turin head office sadly remarked  

that the aforementioned Branch accepted as solvable too many signatures of pure 

convenience, presented by people who did not seem to be trustworthy.167 

Branches were so irresponsible and prone to favouritism that  

up to now discounts on Branches have been practised more safely at the Headquarters than at 

the Branches themselves.168 

Albeit a little hypocritically, being not entirely blameless on that front, it therefore rightly 

complained that good creditors were often rebuffed by the branches in favour of speculators, this 

then resulting in ‘considerable sums’ being locked up. Due to 

the excessive ease with which Branches grant subsidies for amounts sometimes 

disproportionate with the means of claimants, ‒ it denounced – … by force, and against the 

spirit informing the Bank’s character, this finds itself tying up great sums [emphasis added], 

while at the same time denying its support to those who deserve it both for the nature of their 

operations and their solvency.169 

At the end of 1859 the National Bank had bad debts worth 3.7 million, 2.3 of which came from its 

branches. Alessandria won gold with 1.5 million, mainly thanks to Deferrari; Vercelli received the 

silver medal with 540,000, while Nice arrived third with 290,000. These figures, however, did not 

include previous write-downs and needed to be further adjusted downwards (minus 50,000 for 

Alessandria and 150,000 for Vercelli).170   

For the National Bank, its branch network was both a blessing and a curse. Most probably, 

sooner or later it would have expanded into the periphery anyway, but the government, by 

                                                                 
164 Ibid., VCS, regg., 11, 22 May 1860; ibid., 19 June 1860.           
165 See ASBI, BI, BGT, regg., 17, 9 June 1859; ibid., 1 Sept. 1859 and ibid., 2 Dec. 1859. 
166 Ibid., 16, 23 Dec. 1858 and ibid., 17, 1 Sept. 1859. 
167 Ibid., 2 Dec. 1859. 
168 Ibid., 9 Dec. 1859.  
169 Ibid., 1 Sept. 1859. 
170 This means, for instance, that about 30% of Vercelli bad debts were in fact irretrievable. Due to previous 

write-downs, it is not possible to argue from these figures that the branch network was the main bearer of 

responsibility for the company’s (prospective) losses. At that date, for instance, Turin had bad debts for 

900,000, but the original sum was 1.5 million, 60% of which had already been recognised as irretrievable 

(ibid., 27 Dec. 1859).       
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hastening this development, considerably boosted its competitiveness. In a few years, it gained, 

compared to the other Italian banks of issue and most notably the Southern ones, an unrivalled 

experience in managing a branch network – a lesson it had learnt the hard way. On the eve of 

unification, it was a well-oiled machine ready to conquer the country. Had it not already had its 

branches, when Piedmont-Sardinia invaded Lombardy-Venetia in 1859, it could not have been so 

quick in establishing a branch in Milan, soon to be followed by many others (see Chapter 29).  

Though being a decisive competitive advantage, its branch network, besides complicating its 

reserve management, at the same time burdened the National Bank with liabilities it would not be 

able to get rid of for many years to come.171 The bank which was going to unify the country was 

in fact floundering in debt. The painful experience of a network of branches which at times 

seemed to be out of control reinforced the bank’s will to centralise. It thus became almost 

inflexible, designing a hierarchical structure under the joint control of the head offices, and was so 

unwilling to compromise with regard to regional autonomies and the internal organisation of the 

company that the merger with the Tuscan National Bank failed some years later due to 

disagreements on this issue (see Chapter 32). Only in the South would it prove slightly more 

malleable, especially at the beginning, due to the need to compete with the local Banks and lure 

local notables into its ranks. The division between head offices – which all had a say in the 

company’s strategy – and branches – which did not – also became a battlefield after 1861, 

especially in the South, represented by only two head offices against four in the North (see 

Chapters 29 and 30).   

The study of the National Bank’s network also emphasises the speculative euphoria 

characterising the Cavourian decade. Rather than being merely oriented towards local needs, 

provincial branches formed a kind of internal ‘offshore’ network facilitating speculative capital 

flows through a much wider pipeline than the original Turin-Genoa conduit. Although in the light 

of their initial mismanagement and the objective hurdles to adjusting short-term lending to largely 

agricultural markets (Nice being the obvious exception) their actual impact on economic 

development can be questioned, they powerfully contributed to the integration of regional 

monetary and credit systems, spreading modern banking across the whole country. 

 

  

                                                                 
171 Levi d’Elia, to mention just one, was not only repaying neither capital nor interests but still in 1866 had 

the impudence to ask for a couple of years deferral, which of course the bank denied, the banker being 

‘perfectly solvent’ (ibid., VCS, regg., 18, 14 Nov. 1866).  
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21 

‘One of the Most Prosperous Countries in Europe’? 

Sardinia During the Cavourian Decade 
 

 

 

We therefore trust that this law … will be received in Sardinia as a new token of our solicitude to promote 

everything that can contribute to transform that island, so long neglected, into one of the most prosperous 

parts of Europe.   

CAVOUR
172 

But it is now time to end this mean policy of jealousy and distrust, and forever cease to consider Sardinia as 

a province separated from the mainland.  

GIORGIO ASPRONI
173 

 

The speed in developing a network of bank branches in Piedmont offered a startling contrast to 

the apathy prevailing in the Two Sicilies. To be fair, however, we must acknowledge that, if 

managing branches could indeed be daunting, establishing them was easier in Piedmont than in 

most of the South. According to many indicators, from literacy rates to industrial development, 

Ligurian and Piedmontese provinces were relatively homogenous, thus making the introduction of 

a uniform banking system quite straightforward, something which could not be said of Sardinia.174 

Historically, the island shared a legacy of Spanish domination with the South. Economically, it 

resembled some of its poorest areas and still today it belongs to the Italian Mezzogiorno together 

with the former Bourbon dominions. This fact is partly puzzling, because the island was ruled by 

the most progressive state in pre-unification Italy. In fact, it challenges the notion, predicated by 

Risorgimento rhetoric, that Bourbon institutions were the main cause for the South’s evils. 

Sardinian history – like Savoy’s – still awaits to be discovered by Risorgimento historians, 

and the following chapter cannot do it any justice, as further research on its financial and 

economic history is doubtless needed. Yet even this preliminary account suggests two main 

arguments. First that, like in the Two Sicilies, the island’s economic, social and political legacy 

was too heavy to be overcome in a matter of years, especially because, before the Cavourian 

decade, the House of Savoy had by no means embarked on policies more ambitious than those 

pursued by the Bourbons. This consequently casts also the contemporary Bourbon failure to 

promote widespread credit development – at least in the poorest areas – in a more lenient light. 

Second, that the ‘alterity’ of Sardinia, its geographic, political, economic and cultural 

‘remoteness’ encouraged not simply a top-down approach to reforms but often outright 

exploitation. If the Bourbon South, too, became after 1860 partly a laboratory of ‘passive 

                                                                 
172 BGP, 3, p. 1542. 
173 Ibid., p. 1542. 
174 See e.g. Cappelli, G., ‘The Uneven Development of Italy’s Regions, 1861‒1936: A New Analysis Based 

on Human Capital, Institutional and Social Indicators’, PhD Thesis, European University Institute, 2014; 

Ciccarelli, C. and Fenoaltea, S., ‘Through the Magnifying Glass: Provincial Aspects of Industrial Growth in 

Post-Unification Italy’, Economic History Review, 66, 1 (2013), pp. 57–85; Nuvolari, A. and Vasta, M., 

‘The Geography of Innovation in Italy, 1861‒1913: Evidence from Patent Data’, European Review of 

Economic History, 21 (2017), pp. 326‒56. 
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modernisation’, in Sardinia the balance of economic and political power with the ‘North’ was far 

more asymmetrical. Unlike the South, where new markets were shaped by the intense interaction 

analysed in Parts Four and Five between Piedmontese bureaucrats, Northern and Southern 

business elites, in ‘Cavourian’ Sardinia development policies were not only drafted by the 

mainland but first and foremost implemented to its own advantage together with that of foreign 

investors. This was not simply the result of a ‘colonial’ attitude by Ligurian and Piedmontese, but 

also the obvious consequence of a power vacuum within the island, unable – due to its lack of 

resources but possibly also of economic and political will – to intervene more actively in regional 

policies.  

Well before unification, Piedmont was thus confronted with its own ‘Southern Question’, a 

question no less difficult than the larger one in post-unification Italy, and which remained equally 

unresolved. The island’s smaller population and its even greater poverty, however, made it less 

haunting, unlike that concerning the Bourbon South, which became a battleground for wealthy 

elites like the ones in Naples and Palermo. That Sardinia was much more manageable than Sicily, 

for instance, had soon become clear to the Savoys, who were probably relieved to barter Sicily 

with the Austrians against Sardinia in the early eighteenth century, after their unsuccessful 

attempts to impose Piedmontese ‘law and order’ during their brief domination.175 The annexation 

of Genoa then allowed the Savoys to ‘bridge’ the mainland and insular parts of their kingdom. 

Only as late as 1847 did Piedmont experiment with administrative centralisation, fully 

incorporating the island within the state – a foretaste of things to come in Italy. In financial terms, 

the distance between Genoa or Turin and the island was as large as that between Naples and most 

of the Two Sicilies. Like the rest of the South, the most widespread credit institutions were grain 

mounts (see Chapter 7). Like the South, Sardinia was also very partially monetised but – unlike 

the Two Sicilies – its monetary system was dreadful. 

Cavour’s highest priority in Sardinia was therefore to reform and unify the monetary system 

with that of the mainland by withdrawing the old paper currency and replacing it with the 

National Bank notes. In so doing, he also envisaged the island’s credit development. This, 

however, was mostly subservient to his overall monetary policy – largely dictated by fiscal 

concerns – and to the interests of continental capitalists, be they national or foreign, rather than 

tailored to the actual needs of the regional economy. 

The island's economic backwardness was influenced not only by its distance from the 

continent but also by centuries of foreign domination, first under Pisan and Genoese and later 

Aragonese rule, which since the fourteenth century had but strengthened a parasitic landed 

aristocracy.176 When in 1720 Sardinia was handed over to the House of Savoy in exchange for 

Sicily, the state committed itself to respecting the feudal institutions of the island. Throughout the 

first half of the nineteenth century Sardinia was therefore perhaps the only natural reserve of 

feudatories remaining in Western Europe, where peasants and shepherds were still forced to do 

the most extravagant corvées. This situation started to change in 1820 with the editto delle 

chiudende, a sort of belated ‘Sardinian Enclosure Act’ through which the House of Savoy 

promoted the enclosure of all common land. Despite the old agreements, the state began to act in 

an increasingly drastic way and between 1836 and 1838 imposed the abolition of feudalism (in 

terms of civil and penal rights) as well as the redemption of the land by peasants. Finally in 1847, 

after the ‘Perfect Fusion’, Sardinia became with full rights a part of Savoy’s administrative state, 

                                                                 
175 Mack Smith, Storia della Sicilia, pp. 306‒16. 
176 For a general overview on the economic and financial conditions of the island all through the nineteenth 

century, see Toniolo, G., ‘Credito, istituzioni, sviluppo: il caso della Sardegna’, in id., ed., Storia del Banco 

di Sardegna: credito, istituzioni, sviluppo dal XVIII al XX secolo (Roma-Bari, 1995), pp. 3‒112 and Conte, 

L., ‘Dai monti frumentari al Banco di Sardegna’, in ibid., pp. 113‒31. 
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which in turn was restructuring itself around its core, according to a model of ‘Piemontisation’ 

which was later to be extended to all of Italy. If the reforms introduced by Piedmont can be 

considered on the one hand providential, though belated, on the other they yielded but limited 

results. The land redemption took place on terms which were largely favourable to the nobility 

and soon thereafter the increasingly heavy burden of Piedmontese taxation would add to the 

heavy price of the redemption. Moreover, peasant property tended to be subdivided into 

increasingly small plots of land.177 

The trading system was unsurprisingly archaic in this agropastoral setting almost outside of 

time, where ‘fat deals’ were at the most purchase and sale of sheep and ways of communication 

were often more similar to ‘very bad roads blocked for most of the year’ – another disadvantage 

the island shared with the Bourbon South.178 At the beginning of the nineteenth century Sardinia 

was still a widely rural country with a handful of small towns, the largest of which – Cagliari and 

Sassari – counted less than 30,000 inhabitants against 130‒140,000 in Genoa and Turin. The 

aristocracy, although disproportionately rich if compared to the rest of the population, had very 

slender means, the merchant class was very small and the wealthy town middle class was mostly 

composed of civil servants, the military and the clergy. The island primarily exported grain, 

besides wine, olive oil and meat, in exchange for which it imported some consumer goods, 

according to the most classical canons of an underdeveloped country still very far away from 

economic take-off. Without noteworthy commerce or big cities, managed by institutions that were 

only slowly undergoing a process of modernisation, it comes as no surprise that in Sardinia there 

were no banks. Financial activities were limited to some exchange operations and negotiations of 

bills of exchange on mainland bankers. As late as 1856 Cavour, unsurprised at the almost total 

absence of bills of exchange on the island, remarked that Sardinians, devoid as they were of 

commerce and banks, could have used bills of exchange just to light up their cigars.179 In his own 

words, the region’s economic situation could be easily summarised by  

[t]he little commerce … , the few houses practicing it, the absence of industry, the shortage 

of capital and the opposition, let us say it openly, that every new institution has to face 

there, 

as well as by ‘the little cash circulating owing to the lack of trade’.180 

If the economy was stagnating, usury was thriving. As mentioned by Cavour, however, 

Sardinia still was, and would remain for a long time, a largely demonetised economy. Usury itself 

often consisted in the loan not of money but seeds, to be returned after the harvest at an 

astronomical rate. To curb this plague and foster a more intensive exploitation of land, over the 

eighteenth century the government had encouraged the rapid expansion of grain mounts, 

sometimes considered by scholars to be the forerunners of the island’s banks. The mounts were 

endowed with land which the members of the community had to cultivate without pay, then 

receiving the seeds whenever they needed them and giving them back later. The system worked 

up to a point. Between the end of the eighteenth and the beginning of the nineteenth centuries, the 

mounts were often managed by corrupt administrations which obligingly accepted compromises 

on the repayment of credits or whose members even used to pocket part of the mount’s earnings 

to practise usury on their own (cf. Chapters 7 and 36). Be that as it may, even if there was nothing 

better at hand it is clear that such institutions can hardly be seen as parts of a bank system in 
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embryo. As is often the case in underdeveloped economies, banking services proper were only 

offered by foreigners, namely in this case by a few Genoese trade companies.181    

To complete the picture, one should add the absolute deterioration of monetary circulation. 

Since 1780, but particularly after its flight to Sardinia in 1796, the court had financed itself by 

issuing paper money, which during the Restoration was still in circulation on the island and was 

moreover inconvertible. The notes themselves, which had been in use for over half a century, 

were dirty, deteriorated and mended to such an extent that Cavour ironically invited his fellow 

parliamentarians to handle them with gloves so as to avoid contagious diseases. According to 

another deputy, ‘what at the beginning was just a sheet of paper’ had long been turned into ‘a 

piece of cardboard’.182 But what is worse still is that the country had been flooded with forged 

notes, illegally printed and circulated by the government in exile in addition to those in the 

official circulation. To complement this soiled heap of paper money there was then a diversified 

and obsolete circulation of pieces which were no longer accepted on the continent, including a 

vast quantity of copper and worn coins.183  

The dawn of credit development timidly broke in 1845 with the establishment of the Savings 

Bank of Alghero and the Savings, Deposit and Discount Bank of Cagliari, this latter a modest 

bank with a capital of 10,000 lire set up by the local mount of piety and some patrons for the 

discount of bills, pawn loans and public financing.184 Its influence, however, was so limited that 

as late as 1856 a Sardinian deputy argued that ‘Sardinia [was] devoid of any institution capable of 

mobilising money and wealth’.185 At the same time the Sardinian elites, which thanks to the 

redemption of lands had mobilised part of their capital previously locked into real estate, began to 

understand the usefulness of having their own credit institutions. In 1847, during negotiations 

with the Piedmontese state over the administrative incorporation of the island, the hypothesis had 

been put forward of asking the government as a sine qua non to allow the establishment of a bank 

of issue which would be independent from any other existing bank and whose banknotes would 

be accepted in the state coffers.186 

Nonetheless Sardinians, due either to lack of means or scant entrepreneurial skills, appeared 

to be not sufficiently resolved to realise their ambitions. Once again, only an energetic 

intervention on the part of Cavour, the patron of such institutions in the kingdom, would provide 

Sardinia with a proper bank of issue. In so doing, he was motivated by the belief that monetary 

and banking reform was an essential requirement to promote the region’s development,187 as well 

as by the urgency of mobilising the island’s capital to infuse new coin into the national payment 

system and further the exploitation of Sardinian natural resources to the advantage of the industry 

and the Treasury on the mainland.  

Cavour first attempt dates back to the spring of 1853, when he tried to have Parliament pass a 

law on the establishment of a bank of issue in Cagliari. He had two alternatives, either convincing 

the National Bank to open a new branch or promoting the establishment of a brand-new 

institution, for which he of course needed money. He opted for the latter, that is an independent 

bank, but founded with the participation of the National Bank so as to reassure Parliament – 

always concerned about possible monopolies –, make happy local elites – which would enjoy 

greater autonomy – and provide the island with a bank operating under less strict regulations than 
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those of the National Bank. At the same time, this arrangement would guarantee the supremacy of 

the latter, of which the Sardinian one would be but a satellite. From a managerial point of view, a 

formally independent bank would also be a lesser burden for the National Bank, which would not 

have to incur management expenditures nor face the risk of business losses. After the 

establishment of a Sardinian bank of issue, there would be the ground on which to found several 

minor discount banks, reproducing the structure which was being developed on the continent. 

The new bank was to have its head office in Cagliari and a branch in Sassari and enjoy the 

full support of the government. This would guarantee tax breaks, rules looser than on the 

mainland concerning the reserve ratio, admission to discount, note conversion, specie import and 

investment into public debt securities, besides allowing the issuing of smaller-denomination 

notes, which would be legal tender for a period of ten years, and the possibility of offering 

interest-bearing deposits.188 The state moreover, together with the National Bank, would take part 

in the initial investment and purchase the shares left unsold after public subscription. The 

National Bank on its part would guarantee adequate financial means to the Bank of Cagliari, 

which in turn would commit itself to withdrawing from circulation at least part of the old paper 

money, substituting it with its banknotes.189 

To better understand Cavour’s aims, it is interesting to note that he never proposed to found 

another kind of institution more suitable to regional needs than a bank of issue, like for example a 

land bank, although he was fully aware that this would have served them better. In 1851, to justify 

the exemption of Sardinia from the legal-tender bill, he himself had persuasively argued that 

Sardinia’s trade and industry were still too weak and that therefore a bank of issue was the wrong 

kind of credit institution to promote the island’s economy. Since its wealth was based on 

agriculture and mining, what it really needed was a bank providing long-term credit.190 We can 

only speculate on why he then acted contrary to this belief. The first explanation is that he needed 

a bank of issue first and foremost to replace the old paper currency rather than just to provide 

credit. A second likely explanation is that a bank of issue, less risky and more profitable in the 

short run, would better fulfil the expectations of the merchant-financial circles who were the 

staunchest supporters of his policies. But we can also advance yet another, subtler reason, linked 

to the fiscal and monetary situation of the country. 

The more time went by, the more specie was needed to pay off foreign debts and the more 

paper circulation had to expand to replace it. A bank of issue was not the right bank for the long-

term development of the island – and Cavour knew it all too well. But a bank of issue would 

collect specie from across the island in the form of interest-bearing deposits. Due to its 

underdevelopment, in Sardinia there would not be many real bills to discount, while Sardinian 

savers – who had very few opportunities to invest their money – would be eager to deposit their 

savings at the bank in exchange for a safe – and, however low, for them not negligible – return. 

The bank would thus accumulate specie in its coffers and due to high demand for it to be sent 

abroad, instead of waiting for the arduous take-off of local entrepreneurial activities, it would be 

willing to engage in speculations by lending its reserves on the national and international credit 

market, buying high-yielding public debt securities on its own or discounting promissory notes 

issued by arbitrageurs (cf. Chapter 22). Since a bank in Sardinia would both have to comply with 

less strict requirements on reserve ratios and at the same time accumulating cash it could not 

profitably invest in the real economy, it would be able to discount large amounts of promissory 

                                                                 
188 Usually banks of issue did not pay any interest on deposits. The only incentive for clients to deposit their 

money into the bank was the possibility of drawing on their account in banknotes, as a more convenient 

means of payment than specie.   
189 BGP, 3, p. 1646. 
190 Ibid., 2, pp. 962‒3. 
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notes by issuing banknotes. Banknotes, in turn, according to Gresham’s law, would partly 

substitute specie, which would be sent out from the island to the mainland or directly abroad to 

pay off foreign debt.191  

In a national context like that of Piedmont-Sardinia, banking modernisation of this kind, 

rather than increasing, risked seriously depleting its monetary resources. Economic literature has 

already demonstrated that financial integration between two areas with very unequal levels of 

development may well result in capital flows from the poor to the rich region, which offers better 

investment opportunities.192 But in the Kingdom of Sardinia there were not only better investment 

opportunities on the mainland than on the island in real economic terms. There were even better 

opportunities in financing public debt and international arbitrage. The wager in this case was that 

in the long run the island could benefit from the higher returns available on the outside market 

and then reinvest them in the regional economy together with the banknotes and ledger money 

increasingly replacing coin locally. At the same time, and even more certainly, in the short run the 

Treasury and the national economy as a whole would benefit by collecting more coin from 

Sardinia to settle international transactions. 

When Cavour asked the National Bank to cooperate in the ‘Sardinian affair’ it did agree, but 

not entirely of its own accord. While its managers were all intent on negotiating with the 

government the granting of the Treasury service (see Chapter 19), the Ministry had urged it to 

join a bank of issue in Sardinia.193 Yet the bank, with a kind nonchalance, had declined the offer. 

Cavour had probably not appreciated the disinterest of his old partners, who however were soon 

to change their minds. The bank in fact soon realised that a bank in Sardinia was the price of 

getting its hands on the Treasury account – a limited price, in terms of initial investment and 

above all in view of future profits. Furthermore, the National Bank was not yet in a condition to 

always dictate the rules, especially in a moment when the credit system was on the verge of 

collapse. If the minister wanted a bank, then he would have one – either by compelling the bank 

to establish on the island a non-privileged branch according to the 1852 law (see Chapter 18), or 

simply throwing it overboard and encouraging the establishment of a new bank to entrust with the 

Treasury service and the foundation of a bank on the island. The threat seemed credible 

considering the precedent of the Sardinian Bank a year before (see Chapter 17) and the National 

Bank gave in to maintain the Minister’s favour.194 The Treasury service was well worth a mass... 

After extorting the consent of both the bank and the Chamber, Cavour’s plan however 

foundered by just four votes in the Senate. Explicitly linked as it was, by the will of the National 

Bank, to the issue of the Treasury service, which was the real bone of contention, the plan was 

foiled by the opposition to it on the part of Parliament. The management of the Treasury service 

would have greatly enhanced the position of the bank and the proposed compensation for this 

(namely, the financing of the Bank of Cagliari, which would eventually free the government from 

Sardinian paper money) was deemed by the Senate as grossly inadequate.195  Faced with the 

refusal of the Senate to support the Treasury bill, Cavour was forced to withdraw also the one on 

the Bank of Cagliari – the island of Sardinia would have to wait further years before the 

implementation of a new monetary order and the establishment of a decent credit institute. 

                                                                 
191 Speculators could either use banknotes for their current operations inside the island while saving and 

sending abroad their own cash, or, if they did not have enough coin, simply change their banknotes at the 

bank, therefore borrowing the reserves of the latter. 
192 The path-breaking contribution in this field was Lucas, R. E., ‘Why Doesn’t Capital Flow from Rich to 

Poor Countries?’, American Economic Review, 80, 2 (1990), pp. 92‒6.  
193 ASBI, BI, BGT, regg., 11, 7 Apr. 1853. 
194 Ibid., 18 Apr. 1853. 
195 BGP, 3, p. 1667. 
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Cavour did not give up, however, and the following year, acceding to the proposals of some 

of the personalities of the island, concentrated on drafting a statute for a new bank, the Bank of 

Sardinia.196 His plan once again envisaged financing on the part of the National Bank in the form 

of a loan and the opening of a current account, facilitations on the discount of bills and the issue 

of small-denomination notes, which were to be legal tender. The National Bank had declared 

itself in favour of the new plan, on condition that the bank’s name was changed into the less 

grand-sounding Bank of Cagliari. It also wanted to exercise direct control over it, for example by 

contributing to the appointment of its director, by being the only institution authorised to 

rediscount and, if need be, by sending one of its inspectors alongside the mandatory governmental 

one. Moreover, it demanded for itself too the authorisation to issue small-denomination notes.197  

Cavour did all he could to encourage the subscription on the part of capitalists both from 

Sardinia and the mainland,198 while the same cannot be said of the bank – where the subscriptions 

were physically collected – since this, no longer attracted by the reward of the Treasury service, 

limited itself to not interfering with the Minister’s initiative rather than cooperating with him and 

encouraging prospective shareholders.199 The contribution of the islanders had in fact been quite 

disappointing and the capitalists from Genoa and Turin had not been more enthusiastic either, 

although, given the contribution of the government, it was necessary to raise the modest amount 

of one million. In spite of the increasing trade between island and mainland, only the Finance 

Minister seemed to believe in what Leopardi would call the ‘magnificent and progressive fate’ of 

the region.200  

Considering the apathy of the Sardinians and others alike, Cavour was forced to fall back on 

the alternative of a branch. Although by forcing the matter a bit he would have probably been able 

to compel the National Bank, according to the 1852 law, to establish a branch in Cagliari, he 

opted once again to resort to a velvet-glove strategy, offering particularly favourable conditions to 

the bank.201 To increase the chances that Parliament would accept such favourable clauses, he 

proposed that the bank also establish a branch on the mainland (Alessandria would be chosen for 

this purpose), so as to please Piedmontese provincial deputies. The possibility of issuing 50-lira 

notes on the mainland together with 20-lira notes being made legal tender on the island seemed 

this time to the bank to be sufficient incentives. Moreover, besides the lure of such incentives, 

there was always the risk of being forced to establish a branch without obtaining any privileges at 

all or worse still of being faced with the establishment of a rival institution.202 

With the withdrawal of paper money Parliament decided to directly appoint the government, 

not the bank, as provided for in the bill presented by Cavour in November 1855. The main 

obstacle to the approval of the bill, however, was once again the legal-tender clause. The 

opposition in fact feared the creation of a precedent which might facilitate the introduction of 

something similar on the mainland. However, those who most opposed the clause were the 

                                                                 
196 The exact translation would be Sardinian Bank (Banca Sarda). With this less precise translation, the 

readers should – partly at least – be spared the confusion with the Sardinian Bank mentioned in Ch. 17. This 

resolves the issue concerning the present work, not the island’s financial history, as another Bank of 

Sardinia (Banco di Sardegna), this time a successful one, would be founded in 1944. Cavour’s draft of the 

statute is reported by Pischedda, C. and Talamo, G., eds., Tutti gli scritti di Camillo Cavour (Torino, 1978), 

4, pp. 1836‒53.     
197 ASBI, BI, BGT, regg., 12, 26 Oct. and 3 Nov. 1854. 
198 BGP, 3, pp. 1786‒7. 
199 One can wonder whether this was because the National Bank did not understand the economic – better 

financial – potential of a bank in Sardinia, or because at the bottom of its heart it could not help but fear any 

further bank of issue, even a controlled one. 
200 Cf. ibid., pp. 1829‒30, 1926 
201 Ibid., pp. 1719, 1956.  
202 ASBI, BI, BGT, regg., 13, 18 and 23 May 1855. 
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Sardinian parliamentarians and all those who, unlike Cavour and a large part of Parliament, had 

first-hand information about the island’s conditions.203 

Many remarked that, given its limited urbanisation and the precarious state of its roads, 

declaring banknotes legal tender in Sardinia would be tantamount to paper inconvertibility. The 

bill would then just substitute the old state money with the newer one of the National Bank. This 

provision would thus simply favour the speculations of village moneylenders – willing to convert 

notes into coins but only at a highly unfavourable rate – and of Genoese merchants who would be 

only too ready to pay less for their imports by offering to the islanders – instead of dirty paper – 

cold, hard cash.204 All Cavour’s grandiloquence did not suffice to convince them that banknotes 

could be highly beneficial to the Sardinian economy, neither were they moved by lyrical 

declarations on the stubbornness of the Sardinian people and the need to bend their atavistic 

diffidence towards every innovation by imposing the blessing of banknotes from above. However, 

in order to at last obtain a bank for the region and thus reform its catastrophic monetary system, in 

the end they lent their support to the bill, which passed in the spring of 1856. In 1857 the old state 

notes went definitively out of circulation.205 In the end, three years after his first attempt, Cavour’s 

perseverance had been rewarded. 

After settling the financial part, Cavour had to start upon another stage equally important for 

the Treasury, namely the industrial development – or better exploitation – of the island. He had 

already publicly argued that this could not take place without a massive intervention of foreign 

capital.206 He was probably right and his disappointment at the time of the subscription for the 

Bank of Sardinia reinforced this belief. But, once again, besides concerns for the economic take-

off of the island, he had also very strong fiscal reasons to wish for foreign investment. In the 

framework of a policy of gradual relinquishment of public lands – made necessary by urgent 

financial needs – the government granted with great generosity leasing or sale contracts of all its 

property in Sardinia, from lands to be reclaimed to mines and forests, which attracted, beside 

national capitalists, international ones like the Péreire brothers and the Rothschilds.207  

Near the island were the French, familiar with the environment since Napoleon’s times were 

the English, and traditional settlers of the island were the Genoese – to all of them its 

underdevelopment was not necessarily a disadvantage. They all started to eagerly acquire 

exploitation permits for state mines and saltpans at bargain-basement prices, while the possibility 

of exploiting the island’s cheap – or, even better, convict – labour obviously increased the appeal 

of the deals. Between 1853 and 1857, 11 companies with a total capital of 20 million were 

established in Genoa to invest in Sardinia. For a while production soared. Sardinia appeared a safe 

haven to invest capital under the aegis of the government. But by 1863 no more than three 

companies with a cumulative capital of 4 million had survived and the Genoese carelessly left 

their Eldorado to foreigners and Piedmontese. The industrial boom in Sardinia had been to a large 

extent a flash in the pan, in which pure speculation had played a non-negligible role.208  

Although in different ways than under the ancien régime, during the Cavourian decade 

Sardinia was still partly regarded as a colony to exploit rather than an integral part of the country 

                                                                 
203 Which clearly hints at an inner conflict between the Sardinian elites asking for the intervention of 

Cavour and a bank of issue and those who opposed Cavour’s proposal.    
204 BGP, 3, pp. 1890, 1896. 
205 Ibid., pp. 1795, 2017. 
206 Ibid., p. 1726. 
207 Decugis, Banca e credito, pp. 170, 309. 
208 Some companies never started producing and limited themselves to cash in state subventions, giving 

way after a while to yet another subsidised company (cf. Scaraffia, La Sardegna sabauda, p. 151). On 

Sardinia’s exploitation, see in particular Doria, Investimenti e sviluppo, 2, pp. 111‒20.  
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to develop. This attitude would unfortunately continue in the years after unification, which would 

witness several cases of serious frauds perpetrated by companies from Tuscany or Liguria which, 

after raising capital from all over Italy, would take advantage of the distance of the island and the 

difficulty of supervision on the part of their shareholders to finance non-existing or disastrous 

schemes. 

In spite of the glorious fate Cavour had predicted mid-century, the Sardinian economy would 

start growing only towards the end of the nineteenth century. On the eve of the First World War 

the island’s financial backwardness was still appalling. Usury was still widespread and – what 

was worse – continued to be often of a non-monetary kind, as had been practised there for 

centuries. The same usury rates bore witness of the elitist (and disintegrated) nature of Sardinian 

financial markets where, on the threshold of the contemporary world, big landowners were 

offered ‘moderate’ rates of 10 per cent, while small debtors were confronted with increasingly 

high rates, up to 500 per cent in the more isolated parts of the island.209  

Confronted with this failure, we might be tempted to conclude that Sardinian Deputy Asproni 

– although pro domo sua downplaying the responsibilities of the local elites to which he belonged 

– was not wrong when in 1856 he claimed: 

[w]e underwent harsh and harmful experiments; … Sardinia has been ill-treated for long 

and is accustomed to seeing turning to its detriment those very policies imposed upon it 

under the name of benefits.210 

  

                                                                 
209 Toniolo, ‘Credito, istituzioni, sviluppo’, p. 43. 
210 BGP, 3, p. 1903. 
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22 

The Goose that ‘Borrowed’ the Golden Eggs 
 

 

 

I may here observe that this is indeed an extreme measure, and that a Bank which borrows money loses 

much of its credit. I do not know any examples of Banks who have borrowed money if not forced by the 

utmost necessity. 

CAVOUR
211 

 

The Cavourian decade was a period of financial euphoria in which markets developed at lightning 

speed. The financial system was completely transformed. In 1854 the old Cassa de’ Censi was 

abolished and its savings bank refounded as an autonomous entity. Two years earlier the 

Confraternity of St. Paul had definitively lost control of its mount of piety – until only a short 

time beforehand the largest credit institution in Piedmont – which was progressively reformed 

into a fully-fledged bank by a secular directorate, later becoming one of the major banking 

institutions in contemporary Italy.212 Joint-stock companies – a rarity only several years earlier – 

multiplied (Figure 3.5). Public work policies triggered a boom in railroads and utilities. Private 

bankers joined together to found new banks and finance both trade and industrial investment. In 

1850 the Turin Stock Exchange was established and the existing one in Genoa was officially 

recognised. In 1854 the previously tight regulation on stockbroking was liberalised.213 Before 

1848 there were basically no equity markets and public debt securities were the only standardised 

debt securities available. Even this market was very limited given the low level of public 

indebtedness and the unwillingness of many investors to part with their holdings. For financial 

markets, the ever-growing indebtedness of the state after 1848 was good news. Markets were 

flooded with new debt securities to trade in, while new horizons of promising arbitrage 

opportunities at international level opened up, thanks to the new debt issued both domestically 

and abroad.  

                                                                 
211 BGP, 2, p. 1017. 
212 In 1848 the Confraternty of St. Paul became the target of bitter anticlerical criticism. A governmental 

commission found nothing to substantiate the allegations against it. It nevertheless suggested that the 

Confraternity entrust the mount’s management to a majority of laymen appointed by the city administration. 

The stiff opposition of the confraternity to the proposal backfired and in 1852 it lost control of the company 

forever, now exclusively entrusted to a directorate designated by the government and the municipality. 

Charitable tasks were still performed, but the new fulcrum of its activities became the mount of piety at 

interest. While under the previous management the profit margin was almost null (since the active interest 

rate of 5% was roughly equal to the passive one), the new directors adopted a more business-oriented 

strategy, realising increasing profits. Deposits were steadily rising and over time the company widened the 

scope of its activities. In 1875 the free mount of piety was suppressed and in 1923 the prevalent character of 

the Istituto San Paolo as a credit institution was eventually officially acknowledged. San Paolo was one of 

the largest banks in Italy. In 1997 it merged with the Istituto Mobiliare Italiano and later on, in 2007, with 

Banca Intesa, forming the powerful banking group Intesa San Paolo. For the evolution of the company 

since 1851, see Abrate, L’Istituto Bancario San Paolo, pp. 159‒64 and Pautassi, Gli istituti di credito in 

Piemonte, pp. 263‒82. 
213 Da Pozzo and Felloni, La Borsa di Genova, pp. 8‒31. 
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FIGURE 3.5. New joint-stock companies established in the Kingdom of Sardinia since 1844. 

Source: Own elaboration based on Conte, La Banca Nazionale, Tab. 6.  

Equity markets developed from scratch. The single most important stock in the market was the 

National Bank, the safest investment besides government bonds. Shares of other joint-stock banks 

were also eagerly traded, though they were certainly not as safe an investment as the National 

Bank stock, whereas relatively safe were the securities issued by companies involved in public 

works, when they were guaranteed by the state. While these new forms of speculation developed, 

the more traditional ones did not disappear, as was the case with bullion arbitrage, boosted by the 

new gold discoveries in California.  

The keystone of the new system was the National Bank. It served several roles: it issued 

alternative means of payment, directly financed the Treasury and managed its new debt issues. To 

banks and bankers it offered rediscount facilities and to individual investors the possibility of 

mobilising their financial investments. In fact, besides discounting three-signature bills, it could 

discount two-signature bills together with deposits of public debt securities, industrial shares with 

state guarantee or its own shares. Although in principle these operations had to be related to 

commercial activities, in practice they could free resources for purely financial investments as 

well. As it was not difficult to find a second signature to transform a de facto promissory note into 

an apparent bill of exchange, an investor who wanted to invest more in, say, public debt, could 

easily get credit from the National Bank by depositing there part of his portfolio. The National 

Bank thus played a key role in maintaining the liquidity of the stock and bond market and 

encouraging investment: assets on which the bank granted credit were not only more liquid but 

also more appealing since they promised easier access to credit. 

The Cavourian decade, however, was not a golden age during which an ideal modern credit 

system developed. In fact, the system was modern but not ideal. In particular, it suffered from a 

partial mismatch between the nature of the credit institutions first developed and the 

predominantly agrarian character of the economy, from an adverse macroeconomic setting and, 

finally, from a fair dose of mismanagement. As argued already in the case of Sardinia and the 

network of provincial branches, issuing and discount banks were ill-suited to finance agriculture – 

by far the largest productive sector of the economy – unless they dangerously modified their asset 

structure, financing de facto medium- to long-term loans with sight liabilities. Yet, in the absence 

of mortgage credit institutions, they could at least provide short-term credit to wealthy agricultural 

exporters, thus slackening their liquidity constraints. The real problem lay not so much in the fact 
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that Piedmont-Sardinia was an agricultural country as in the fact that it was a net importer in a 

regime of full convertibility. Each time the National Bank created money by issuing unbacked 

notes, this money boosted demand, demand eventually converted into net imports and net imports 

necessarily resulted in specie outflows. In a regime of full convertibility, where banknotes were 

not even legal tender, this inevitably limited the bank’s expansionary potential. As shown in Table 

3.2, from 1849 to 1857 total note circulation fluctuated between 30 and 39 million lire to increase 

only in 1858, once a new law reduced reserve requirements (see below). The total yearly amount 

of notes changed into specie was on average two times larger than total circulation, or six times 

larger than total reserves (cf. Figure 3.4). In other words, a banknote did not stay in circulation for 

longer than six months (as against an average of three years for fedi, see Chapter 27). 

These limits notwithstanding, over the decade the National Bank was able to more than 

double its annual credit provision. This was, however, only possible owing to constant subsidies 

from abroad. Every year, its total specie imports – mostly from France – were many times larger 

than its own reserves or even nominal capital. On average, note conversion was covered for three-

quarters through specie imports. As often happens, foreign capitalists were providing Piedmont-

Sardinia with the credit it needed to import their merchandise and capital goods. Moreover, as 

Cavour favoured foreign investments, part of this credit directly benefitted the Piedmontese 

companies they had a stake in. But there were good reasons to support the National Bank also 

from a purely financial point of view. First of all, the bank’s clients were often trading on behalf 

of foreign speculators.214  Moreover, specie was imported from abroad but was also flowing 

abroad, so that foreign financiers were partly lending back to the National Bank its ‘own’ money. 

The capital flowing out of the country to service foreign debt, buy foreign products and engage in 

arbitrage on currency and rentes could thus be quickly and easily re-lent to the National Bank, 

enabling it to be more expansionary that it could have been by its own means, to the advantage of 

foreign industrial producers and bankers, as well as local and international speculators. 

Hambro himself warned Cavour about this issue: 

your money flows out as soon as the Bank brings in some money from its correspondents in 

Paris and Lyon, these very persons then re-export it and it is the stone of Sisyphus.215  

A local merchant, complaining about the ‘shameful trade’ practised by nationals on behalf of 

foreign bankers at the expense of the National Bank, even more bitterly wrote: 

As soon as specie comes to the Bank, two or three banking houses associated in this 

execrable traffic convert their notes into specie and then a few days later the money bags, 

nice and untouched, enter the bank again as new coin and these frequent operations cannot 

but seriously damage Bank and Trade, and are only lucrative to those who have the 

inconvenience of changing the address on the bags..216 

 

  

                                                                 
214 Cf. BGP, 1, p. LXXXII and Guderzo, Finanza e politica, pp. 278‒82.  
215 Hambro to Cavour, London 20 Mar. 1854, in Epistolario, 11, p. 100. 
216 ‘Memoria’ by Matteo Miraglia (1853/4) in AST, Archivio Cavour, Carte amministrative, m. 1.  
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Pestering the bank with repeated requests for conversion could thus be a strategy to increase 

its liquidity needs, prompting it to seek further credit domestically and abroad, credit whose cost, 

due to its urgency and size, could be kept accordingly high. Furthermore, the bank also struggled 

to remain solvent owing to international arbitrage on silver. In those years, Genoa was quickly 

becoming a speculation hotspot, where banknotes were converted into silver coin to be sent 

abroad, a trade which forced the bank to rely increasingly on gold for its transactions (cf. Part 

Four). The progressive disappearance of silver, in turn, further encouraged conversion: banknotes, 

being of high denomination, were in fact unsuited to replace fractional silver coins, which were 

thus obtained from the bank through conversion.217 Finally, conversion was increased by the 

pervasive fear that the warlike, overactive and increasingly indebted government might soon 

resort again to note inconvertibility, which made notes distasteful, spurring at the same time coin 

hoarding.218 

Since its early days, the Bank of Genoa had been used to resorting to foreign credit, typically 

from the neighbouring Bank of Marseilles. It needed in fact to boost its credit operations to gain 

market shares while, due to its novelty, it was unable to keep its notes in circulation for long or 

collect enough deposits. Over time, its main creditors became the largest French bankers, in 

particular Rothschild. In 1851, thanks to foreign imports for 7 million at a 4 per cent interest 

rate,219 the bank was able to resume convertibility before the deadline, but less than four months 

later it had already lost reserves for 9 million and had to resort to imports again.220 In February 

1852 the Director General had to admit that import costs had been double those expected. In 

September, the head office in Turin, commenting on capital outflows, lamented that   

the amount of specie which is continually imported only corresponds to what is extracted 

from the Bank's coffers.221 

In 1853 the economy was so overheated by Cavour’s policies as to raise Hambro’s concern: 

sometimes it seems to me that you are digging your spurs too deep into the flanks of your 

dear country.222  

When the harvest fell short, it was a disaster. In August the National Bank, to fight what the board 

called a real ‘monetary crisis’, saw no other option than to arrange a foreign loan, although one 

regent objected that it was  

not convenient for a Bank which only has 16 Million of paid-in Capital to borrow eight or ten 

at home or abroad. … [S]uch a remedy would be effective for just a few months, and then the 

Bank would find itself again in the same difficult situation, thus being forced to acknowledge 

that this measure was a palliative rather than a real and effective protection against the evils 

of which it complained. 

At the end of the year, note conversion continued unabated.223 A year later, the bank was again 

asking Rothschild for money.224 In 1855 the Crimean War put a new strain on its reserves and in 

that year alone the bank imported more than 62 million.225 In February 1856, against a total 

                                                                 
217 Di Nardi, Le banche di emissione, pp. 29‒31; Conte, La Banca Nazionale, p. 177. 
218 Conte, La Banca Nazionale, p. 187. 
219 At that time, due to the usury law, the bank could not increase discount rates above 6%. With such a 

high interest rate on foreign loans, its profit margin on that occasion was therefore severely limited.  
220 ASBI, BI, BGT, regg.,10, 21 Aug. 1851 and 2 Jan. 1852. 
221 Ibid., 11, 20 Feb. and 30 Sept. 1852. 
222 Hambro to Cavour, London 10 May 1853, in Epistolario, 10, p. 223. 
223 ASBI, BI, BGT, regg.,12, 2 Sept. and 1 Dec. 1853. 
224 Ibid., 13, 7 Dec. 1854. 
225 Ibid., 14, 31 May 1855 and BGP, 3, p. 2072.  
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circulation of 36 million, specie reserves for 14 million and an issued capital of 32 million, it had 

a residual foreign debt of 8 million.226 In the following months things were worsening again, thus 

raising the concern of the government, which had to promise not to withdraw money from the 

Treasury account with the bank. In July, also owing to credit granted to the Treasury – which was 

in arrears –, the bank’s exposure to Rothschild alone totalled 12 million. The National Bank was 

thus forced to restrict its credit considerably, regretting not only the ‘immense sacrifices’ made to 

import but also its ‘painful impotence’ to support the economy, while constantly rejecting good 

credit applications. By September it had already imported 50 million.227  

The situation became so dire that the bank had to beg for the government’s assistance, 

especially since many of its foreign creditors had refused to renew their loans.228 It therefore 

asked the Ministry to abolish the usury law, to declare banknotes legal tender and to lower the 

reserve ratio from one-third to one-fourth, excluding sight deposits from the denominator.229 On 6 

November Cavour obtained a royal decree temporarily lowering the reserve ratio to one-fifth for 

the first 30 million circulation.230 The reduction was so drastic that at the beginning of 1857, when 

the royal decree had to be converted into law,231 Cavour himself had to recognise that the measure 

had been dictated by emergency and taken in the public interest, but that it nonetheless 

represented a ‘gratuitous benefit’ for the bank, which was therefore ‘making a completely 

gratuitous profit’. For this reason, he explained, this privilege could be withdrawn at any time.232 

This measure was enough to enable the bank to continue discounting but not to allow it to cease 

its specie imports, since, after obtaining such a privilege, it was wary of reducing credit too much 

because of public opinion.233 Moreover, whatever the legal ratio, reserves should be sufficient to 

meet still sizeable conversion requests.234 

In June 1857 the bank’s coffers were empty again: foreign creditors refused to grant further 

loans and the bank wanted to increase its discount rate to more than 6 per cent, illegally 

anticipating the forthcoming abolition of the usury law. At the beginning of July, the head office 

in Turin had to stop discounting, while the residual foreign debt was a shocking 20 million (i.e. 

more than one-third of total liabilities, the remainder being mostly note circulation). In November 

the discount rate had been increased to 10 per cent, but conversion remained nevertheless high 

and foreign credit was increasingly difficult to obtain. The government therefore had to step in 

once again, giving the bank 10 million Treasury bonds to be pledged to Rothschild to get some 

credit. Grateful, the bank board addressed to Cavour its 

feelings of gratitude inspired by the benevolence and goodwill with which he had always 

tried to help the Bank overcome its difficulties. 

Probably the bank had less reason to be grateful to Rothschild, as it got credit on the Treasury 

bonds at a 10 per cent interest rate, when a month later international rates had plummeted again to 

                                                                 
226 ASBI, BI, BGT, regg., 14, 7 Feb. 1856. The bank was financed through foreign short-term loans which 

were constantly repaid and asked back or simply renewed. This explains astonishingly high annual figures 

with respect to more modest – though always very high – figures of monthly residual debt.   
227 Ibid., 13 Mar., 17 Apr., 5 and 19 June, 17 July, 14 Aug. and 31 Oct. 1856; BGP, 3, p. 2072. 
228 ASBI, BI, BGT, regg.,14, 13 Nov. 1856.  
229 Which were included in the standard one-third ratio (together with note circulation). Although the bank 

had never been able to attract many deposits, the actual reduction it was asking for was therefore higher 

than one-fourth. See ibid., 6 Nov. 1856. 
230 RD 6 Nov. 1856, no. 1910, in BGP, 3, pp. 2078‒9. The reduction to one-fifth instead of one-quarter is 

due to the fact that the royal decree included sight deposits, see previous footnote. 
231 L 4 July 1857, no. 2255, in ibid., p. 2091.  
232 Ibid, p. 2085. 
233 ASBI, BI, BGT, regg., 14, 4 and 11 Dec. 1856.         
234 Cf. Conte, La Banca Nazionale, p. 188. 
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4 per cent. In June 1858 again, Turin would have probably been forced to stop discounting, had it 

not been rescued at the very last moment by a loan from Lyon. At the beginning of 1859 

conversion rates were again dangerously high and the bank had to continue importing.235 When 

then in May, a few days after the Second War of Independence broke out, the government 

declared paper inconvertibility once again, it comes as no surprise that the National Bank found 

no cause to object. 

The Cavourian decade was not only an epoch of quick credit development but also of 

feverish speculation, in which the National Bank and its main managers and shareholders were 

actively involved to the point of sometime raising Cavour’s concerns. Complaints regarded not 

only the kind of activities supported by the National Bank – financial speculation versus real 

investment – but also the distribution of credit to the advantage of a privileged few. To a large 

extent, this was due to the speculative penchant of its managers and mere favouritism. 

Overindulgence, however, might imply both credit and reserve losses. As mentioned with regard 

to its branch network, the bank was both an autonomous business entity and a vehicle of 

individual interests at times conflicting with those of the former (see Chapter 20). The bank was 

overly financing too few clients because these clients had, directly or indirectly through 

patronage, a say in its management. They were wrecking the bank, but losses – were they not 

made up for by the state – would be borne by all shareholders, while they alone would profit 

exceptionally. This explains why even Cavour had at times to warn the bank against speculation, 

urging a more restrictive policy. 

Yet the National Bank had some good reasons for privileging financial speculation provided 

it remained domestic, so we need not place blame on it as ‘an association of capitalists who come 

out like robbers to suck the blood, the money of private people’, echoing former Finance Minister 

Di Revel in his apology on the banking sector.236 To forestall the establishment of competing 

institutions, the bank had dramatically increased its capital, which now had to be profitably 

invested. Ideally, what it needed was a domestic market where its notes would circulate almost as 

legal tender, a privilege Parliament would never grant. This ideal market had to be characterised 

by large transactions given the high denomination of notes, be operated by people familiar with 

notes and finally entail no need for conversion. Such a market was obviously domestic 

speculation. For instance, by granting credit on deposits of its own shares,237 the National Bank 

was fuelling widespread speculation in its stock and even wagers on its dividends. This was 

exactly the kind of speculation the National Bank needed: purely domestic, settled with banknotes 

and even increasing the liquidity of its own stock. The only problem was that it easily became a 

bone of contention inside the bank’s board.  

Since regents, who were responsible for the setting of dividends, also took part, directly or 

more often indirectly, in those speculations, depending on their respective bets they would clash 

with each other and try to influence dividend figures by applying different accounting standards. 

In November 1850 there had already been a nasty scandal, since one of the bank supervisors238 

was involved in the public ‘selling’ of the bank’s dividends. At that time, the problem was not 

that a bank supervisor – together with many other speculators – had overtly engaged in gambles 

on the dividends of the institution he had – in principle – to supervise. The real problem was 

simply that – we do not know for what reasons – he and his partners had issued a circular stating 

                                                                 
235 ASBI, BI, BGT, regg., 15, 18 and 25 June, 2 July, 17, 18, 21 and 26 Nov. and 10 Dec. 1857; ibid., 16, 9 

Jan. and 25 June 1858; ibid., 17, 14 and 27 Jan. 1859. 
236 BGP, 1, p. 575. 
237 A privilege for instance requested but denied to the Bank of Savoy (see BGP, 2, pp. 806‒13). 
238 That of the National Bank was a ‘one-tier system’ in which the board of regents included also three 

supervisors (censori). 
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that they were not going to honour their bets. Since in this circular, to explain their decision, they 

were also referring to ‘circumstances’ that, according to the bank’s board, were ‘erroneous and 

non-existent’, the regents decided to refuse credit to the circular’s signatories, unless they were 

going to meet their debts.239 

A particularly tough confrontation took place in 1851, before convertibility was resumed. 

While the former incident concerned only one member of the board, this was a major conflict 

between the two head offices, which apparently had sided with opposite parties in the speculative 

arena. The government had paid one of the instalments of its 20 million loan with gold. Later on 

gold depreciated with respect to silver. Bombrini, General Director of the Genoese headquarters, 

then claimed that the government had not ‘paid’ but simply ‘deposited’ the sum: he therefore 

maintained that it was the Treasury, not the bank that had to bear the resulting loss. The Treasury 

was willing to acquiesce in the bank’s unilateral decision. Not so the second head office in Turin, 

which stubbornly insisted on imputing the loss and declaring a lower dividend. Evidently, 

Genoese financiers were the bulls, the Turinese – maybe due to their proximity to the Alps – the 

bears.  

The conflict also involved the government, which tried in vain to mediate between the two, 

and lasted for months. It started in January but only at the end of May – just one month before the 

spring dividend was due – did they agree on the autumn dividend from the previous year. The 

contention escalated in February, when Genoa decided to call an extraordinary general 

shareholders meeting to fix the dividend. Turin – quite unconventionally – claimed that Genoa 

had no right to call the meeting and that ‘shareholders ought not to decide over a matter of 

personal interest’. After the meeting was held in Genoa, Turin refused to recognise it and the 

decisions it had taken, protesting that it had been invalidly called. In retaliation, Genoa retorted 

that Turin’s claims and statements were invalid. To solve the issue Cavour had to turn to the 

Council of State for advice. In the end the two offices compromised, probably not only because an 

official dividend had to be declared sooner or later, but also because in May they had opened the 

talks with the government on the legal-tender issue and it was therefore no time to continue an 

internecine strife (see Chapter 18). The incident is interesting not only inasmuch as it illuminates 

the remaining antagonism between the two financial centres, but also because of recurring 

references to the ‘important bets’ and ‘disreputable gamble on dividends’ which both the bank 

and the government blamed but felt obliged to protect.240 Speculation was so heavy that dividends 

had to be decided not according to accounting standards but rather to speculative positions in 

order to burst the bubble as gently as possible. 

If speculation on its own dividends was not good for the bank in terms of internal 

management, it was perfect in terms of reserve management. The bank could increase circulation 

discounting promissory notes to speculators who were simply going to bet on a national asset. 

Provided it was setting a dividend which was not going, on aggregate, to ruin its own clients and 

that these were wealthy enough to bear potential losses, it was a safe business which implied no 

conversion of banknotes. Speculation on government bonds by contrast was extremely dangerous 

as it very often took place across national borders. The leading centre for Piedmontese bonds had 

become Paris, but their prices tended to be lower abroad than at home, so that specie was flowing 

out of the country – and the bank’s vault – to buy bonds which were later sold back home.241  

From its very beginnings in the mid-1840s, the Bank of Genoa had turned a blind eye to 

speculation, an understandable strategy for a bank then doing very little business. Later, the 

                                                                 
239 ASBI, BI, BGT, regg., 9, 29 Nov. 1850. 
240 Ibid, 10, 5 Feb., 5 Mar., 1 and 17 Feb. 1851. 
241 Ibid., 11, 10 Mar. 1853 and ibid., 16, 29 July 1858.  
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National Bank preserved this long-established tradition, sometimes at a very high cost (in terms of 

specie imports). In 1852 the bank was discounting Treasury bonds coming due in three to four 

days, thus feeding further speculation on public debt securities. To this business alone the Turin’s 

office devoted most of its monthly assignments, causing no little trouble to the company’s overall 

management. In 1856, according to the bank’s estimations, speculation on public debt was an 8 

million market involving a thousand investors. Although such speculations were at that time 

severely straining the bank, it could not refuse credit without prompting a liquidity collapse. Yet, 

since it had to make cuts somewhere, it preferred to sacrifice trade transactions instead. This 

procedure caused an uproar in Turin, the main centre for speculation on public debt securities. It 

is legitimate to wonder whether this came from merchants and business owners excluded by the 

bank or from speculators – whose debts were renewed but could not be increased.  

In 1857 once again the bank could not restrict credit and had once more to resort to import so 

as not to burst the public debt bubble. Although, according to its own statutes, the bank had to 

refuse bills drawn for speculative purposes, when Turin, in one of their routine quarrels, 

reproached Genoa for fuelling speculation, Genoa resentfully replied proposing its own version of 

the ‘real bills doctrine’ – namely, that buying its own shares or government bonds was as ‘real’ an 

operation as purchasing merchandise.242 Although heterodox from the point of view of economic 

theory, the reaction of the Genoese board in the face of the Turinese board playing at innocence 

was fully understandable.  

Its sometimes masochistic indulgence towards speculation, however, was not the only chink 

in the armour of the National Bank. Another characteristic feature was its narrow client base. As 

seen in Chapter 13, the original aim of both the Banks of Genoa and Turin – notwithstanding the 

standard rhetoric on small business – was the refinancing of larger bankers. Evolving into a 

powerful institution, the National Bank did not significantly change this strategy. The preference 

accorded by the bank to the largest capitalists was a source of constant complaint from the Left. It 

might not be very democratic, but per se this was not a serious matter: as modern observers, we 

might simply conclude that the bank from the very beginning aspired to become, like every 

central bank, the ‘bank of banks’. The real problem was that the National Bank showed a 

worrying predisposition to become the ‘bank of speculators’. As Deputy Valerio observed: 

few are the subsidies granted by the Bank to small traders; this is well known in Turin, and 

very well known in Genoa, and many complaints have been made on this subject. Most of the 

operations of the Bank consist in lending capital against public securities, and this … to 

speculate on them. … Small traders rarely or never apply to the Bank for subsidies.243 

Cavour himself, in his private correspondence with the bank, blamed it for its excessive 

enthusiasm for government bonds at the expense of small business.244 Speculation is a luxury not 

all banks and investors can afford. This universal truth was often disregarded by the National 

Bank. In Chapter 20 we have seen that branches were only too prone to favouritism. Like mother, 

like daughter – they simply took after the headquarters. The danger of such a strategy became 

apparent in 1854, during the first major crisis after 1848. After the death of one of the bank 

regents – Chevalier Giacomo Filippo Penco – Director General Bombrini revealed that he owed a 

trifle to the bank – just 2.3 million. 245  Penco’s insolvency was further aggravated by the 

insolvency of one of his partners and a major bank debtor: after unification, the National Bank 

would try for years to recover parts of their debts. Penco was one, but not the only case. Crisis 

                                                                 
242 Ibid., 11, 2 Sept., 9 Dec. 1852 and 22 Apr. 1853; ibid., 14, 11 and 25 Sept. 1856; ibid., 15, 9 July 1857. 
243 BGP, 2, p. 1022.  
244 ASBI, BI, BGT, 11, 9 Dec. 1852.  
245 Ibid., 12, 18 May 1854. 
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after crisis, enlargement after enlargement, bad debts started to become a major issue for the 

National Bank. 

The best testimony to this attitude is provided not by a populist or a bank’s enemy, but rather 

by its most faithful friend. Cavour, who was no novice in financial affairs and had first-hand 

information, reminded the bank on the eve of unification that ‘already on other occasions’ he had 

‘pointed out that the Bank Administration [did] not proceed with sufficient circumspection and 

regularity in the distribution of funds intended to subsidise Trade’. The bank had not only granted 

credit to a few beyond ‘their possibilities’ but had let it ‘increase to significant amounts’ ‘with 

great damage to the Bank’, to such an extent that ‘it was necessary to provide for the safety of the 

Bank itself with unusual means’. 

[W]hat is worse, – he insisted – the Bank itself had to suffer serious losses because of the 

disasters incurred by daring speculators it had too generously subsidised. There are 

unfortunately many examples to prove this. … I believe the evil is caused by the excessive 

ease with which securities and bills are renewed after their deadline, … considering this 

renewal as the prosecution of a single trading operation, whereas in some cases it becomes an 

indefinite, often dangerous, loan. … It also follows that the Bank’s capital is tied up in favour 

of [a] few, so that this is no longer able to distribute credit evenly ... which gives rise to not 

entirely unfounded complaints against the establishment.246 

This preferential treatment did not simply relate to a few individuals. More worryingly maybe, it 

related to credit institutions as well. In fact, the real problem was not the National Bank, this or 

that bank or a few reckless financiers. The real problem was the entanglement between central 

bank, commercial banks and large firms, as they were all founded and financed by the same 

people.  

The second-largest bank in the country – larger than the National Bank itself in terms of 

capital – was the Bank for Trade and Industry (Cassa del Commercio e dell’Industria). It was 

founded in Turin in 1852 by Bolmida and Mestrezat – the two founding fathers, together with 

Cavour, of the Bank of Turin and proposers of the merger with the Bank of Genoa – and by Luigi 

Ricci, then President of the National Bank, soon joined by all major financiers of the country and 

National Bank shareholders. Bolmida had previously been able to prevent the establishment of a 

crédit mobilier, siding with Rothschild against the Péreires, who were eager to enter the 

Piedmontese market. In 1856 James de Rothschild invested 16 million in the new bank, which 

was refounded as a fully-fledged universal bank under the presidency of Bolmida. Its colossal 

capital, raised from 16 to 40 million,247 symbolised the wide-reaching ambitions of an institution 

which, in Cavour’s mind and in Rothschild’s words, was meant to have an Italian rather than a 

Piedmontese character (according to its nation-wide aspirations, the bank was allowed to open 

branches throughout Italy, as if future unification were already a matter of fact). In fact, 

Rothschild had no intention of further contributing to the development of the bank and contented 

himself with selling his 64,000 shares at a 40 per cent profit on the Piedmontese market. 248  

As one can easily imagine, the Bank for Trade and Industry was a major client of the 

National Bank. In the midst of the 1853 crisis, however, one of its regents had already proposed to 

exclude it from discount. Since the National Bank was forced to adopt a very restrictive policy, he 

                                                                 
246 Ibid., 17, 17 Feb. 1859. 
247 As a benchmark, the capital of the Crédit Mobilier in Paris was 60 million and there were projects to 

further increase the capital of the Piedmontese bank up to 80 million. Of course, as evident also from Fig. 

3.5, the capital was never entirely paid in. 
248 For an overview of the bank’s history and the role played by Rothschild, see Da Pozzo and Felloni, La 

Borsa di Genova, pp. 243‒58; Decugis, Banca e credito, pp. 320‒1, 342; Gille, Rothschild, 2, pp. 224‒8; 

Pautassi, Gli istituti di credito in Piemonte, pp. 357‒70.  



165 

 

argued, it would be advisable to restrict credit to an institution that financed mainly big business 

and was therefore more able to weather the crisis than smaller clients. The board firmly rejected 

this proposal, claiming that never ever had the bank favoured the Bank for Trade and Industry at 

the expense of its smaller clients. This claim appears questionable, when considering that several 

months later Genoa’s weekly assignments were by three-quarters devoted to the Bank for Trade 

and Industry. What is worse, however, was that the latter was rediscounting bad debts, like two-

signature bills endorsed by a propertyless man and a debtor already owing the National Bank 

three million. At that time, the Bank for Trade and Industry was already in deep waters, embroiled 

as it was with many firms on the verge of bankruptcy. Its assets were notoriously grossly 

overvalued, although some members of the National Bank’s board insisted on the excellent 

conditions of the bank and argued that one good signature – arguably that of the bank itself – was 

already enough to grant credit. Nevertheless, since the ‘continual credit renewals of colossal 

amounts to single individuals’ practised by the Bank for Trade and Industry endangered the 

stability of the National Bank itself, the board eventually decided to moderate its generosity 

towards the former. 249  

Apparently, however, it did not keep its word. When in late 1857 the government gave 10 

million Treasury bonds to the National Bank to beg Rothschild for money, the Bank for Trade and 

Industry, already indebted with Rothschild too, asked for the same facility. As this was not 

possible, the National Bank ran further into debt with Rothschild at a 10 per cent interest rate just 

to transfer part of its credit to the Bank for Trade and Industry. In December 1858 the share prices 

of the Bank for Trade and Industry were plummeting due to its bad industrial portfolio. In 

February 1859 the bank was still getting full support from the National Bank in its attempt to 

escape bankruptcy.250 In the meanwhile, Bombrini and Balduino – respectively Director General 

and supervisor of the National Bank – had replaced Bolmida at the helm of the bank. However, 

instead of reforming the floundering institution and selling off its industrial holdings, they even 

aimed at enlarging them, involving the bank into a visionary scheme concerning the shipbuilding 

industry and companies of which they were major shareholders.251  

In April the National Bank had to allocate 2.4 million (roughly the total assignment to the 

Genoa’s or Turin’s office) just to roll over the liabilities of Penco and the Bank for Trade and 

Industry.252 A committee of inquiry ascertained a loss for the Bank for Trade and Industry of more 

than 27 million, roughly equal to 70 per cent of the bank’s equity, mainly due to speculation on its 

own shares and rollovers of bad debts since 1856.253 In 1860, capital was further reduced to 10 

million and in 1863 the bank eventually arrived under the wings of the Péreire brothers, who 

transformed it into the Credito Mobiliare Italiano under the presidency of Balduino.254 

Less ambitious undertakings were the General Discount Bank (Cassa Generale di Sconto) 

promoted by the cream of Genoa’s banking world (De la Rüe, Parodi, Ricci, Oneto)255 and the 

Discount Bank of Turin (Cassa di Sconto di Torino) established in 1853 with the declared aim of 

supporting small businesses. In 1857 the latter participated with Ricci in the founding of a four 

million Discount Bank of Genoa (Cassa di Sconto di Genova). The two banks then promoted 

another four million bank – the Silk Bank (Banco Sete) – a year later. These banks too, however, 

                                                                 
249 ASBI, BI, BGT, regg.,12, 22 Aug. 1853 and 4 May 1854. 
250 Ibid., 15, 14 Dec. 1857; ibid., 16, 9, 14 and 16 Dec. 1858; ibid., 10 Feb. 1859. 
251 Ansaldo, Transatlantica and the National Steamship Company, mentioned later in the text. For details, 

see Decugis, Banca e credito, p. 326. 
252 ASBI, BI, BGT, regg., 17, 28 Apr. 1859.  
253 Da Pozzo and Felloni, La Borsa di Genova, pp. 245‒6. 
254 ASBI, BI, BGT, regg., 17, 10 Mar. 1859. 
255 For details, see Da Pozzo and Felloni, La Borsa di Genova, pp. 259‒79 and Decugis, Banca e credito, 

pp. 331‒3. 
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soon followed in the footsteps of the larger establishments. Entangled in large-scale industry 

financing schemes in connection with the Bank for Trade and Industry, they too eventually 

needed the helping hand of the National Bank.256 The worst of all banking scandals was that 

concerning the Credito Mobiliare degli Stati Sardi, the first universal bank in the kingdom, 

founded in Genoa by the banker Profumo together with Balduino. From the very beginning, it was 

involved in dirty business and lawsuits. It was rescued by French capital in 1856, only to collapse 

a few years later after Profumo’s inglorious fight. The only good side of the story was that – this 

time at least – the failure only indirectly hit the National Bank.  

With a fitting metaphor by Decugis, most banks founded during the Cavourian decade ended 

up resembling hospitals for the insolvent companies which had been promoted by the same bank 

directors. 257  Enticed by the new deal promoted by Cavour, the country’s elites had hastily 

embarked on too many and too large undertakings, from maritime transport to the metalworking 

industry, from mining to public housing. The new banks, rather than finance productive 

investments, in the end offered their promoters the possibility of divesting themselves of their 

industrial holdings by shifting them onto a bank’s account. Commercial banks, in turn, tried to 

shift liabilities onto the National Bank and the National Bank more and more often began to rely 

on government support. This scheme, to a certain extent, worked also because the government 

itself was willing to subsidise many companies which otherwise would have never been founded 

or would have soon failed.  

 

 

FIGURE 3.6. Total assets of the main joint-stock banks in the Kingdom of Sardinia, 1857. Source: 

Own elaboration based on Decugis, Banca e credito, pp. 377‒80 and Conte, La Banca Nazionale, 

App. 1.  

This was for instance the case of the transport and shipbuilding company Transatlantica, founded 

by the businessman Rubattino and other bankers of the National Bank like Bombrini, Oneto and 

Barbaroux. Though promptly lavished with government subsidies, the company failed to live up 

to its promises. Its large equity capital existed for the most part only on paper and was never 

actually paid. The company engaged in businesses other than those for which it had been granted 

the subsidies, always asking for new money to invest in ever more ambitious projects. After five 

                                                                 
256 ASBI, BI, BGT, regg., 17, 28 Apr. 1859; ibid., 5 May 1859. On the Discount Bank of Turin and the Silk 
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years of foolish management, in default of new state funding it had to be liquidated, while another 

of Rubattino’s companies, the National Steamship Company (Società dei Vapori Nazionali) 

survived only thanks to the huge compensation it got from the state after in 1860 Garibaldi stole 

two of its steamers to make sail to Sicily together with his Thousand.258 The shareholders of 

Transatlantica were also behind the engineering company Ansaldo, a future giant of the Italian 

heavy industry, whose main client was, once again, the state.259 Nonetheless, it rapidly came close 

to bankruptcy and was saved only by the credit it was granted by the National Bank. As Bombrini 

was both Director General of the National Bank and co-founder, together with Penco and 

Rubattino, of Ansaldo, he used to discount and constantly renew bills drawn by the company on 

Paris and London – where in reality, needless to say, it had no creditors.260     

  

                                                                 
258 Doria, G., Debiti e navi: la compagnia di Rubattino, 1839‒81 (Genova, 1990), p. 76. The company 

would later become the main Italian steamship company together with Florio United Fleets (Flotte Riunite 

Florio), with which it would merge in 1881 forming the Italian General Shipping Company (Navigazione 

Generale Italiana). 
259 On the support granted by the state to Ansaldo and other shaky engineering companies, see Decugis, 

Banca e credito, pp. 135‒44.  
260 Coppini, R. P., ‘Carlo Bombrini finanziere e imprenditore’, in V. Castronuovo, ed., Storia dell’Ansaldo, 

1: Le origini, 1853‒82 (Roma-Bari, 1994), p. 61. The personal interest of Bombrini and other regents and 

shareholders of the National Bank in Ansaldo, Transatlantica and the National Steamship Company helps 

explain the suicidal support granted by the National Bank to the Bank for Trade and Industry. 



168 

 

23 

Conclusions 
 

 

 

 

The Cavourian decade was a period of great expectations. Full of confidence, the country 

embarked on an impressive series of wide-reaching reforms to transform itself into a modern, 

internationally integrated economy. Abandoning the old paradigm of low taxes and small budgets, 

the Piedmontese government was willing to run into debt to finance public works and 

rearmament, laying a wager on economic development and territorial aggrandisement. This sea 

change was made possible by the shift to a constitutional regime, whereby the government was 

directly responding to the business and political demands of a (tiny) minority of enfranchised 

citizens, and by the sympathies of foreign investors and their governments, which were granted 

generous trade tariff cuts and ample opportunities to invest in the economy, to supply it with 

capital goods and loan their monies at attractive rates. With hindsight, we can praise this strategy: 

Piedmont’s hopes did eventually materialise. This was, however, no preordained result and things 

turned out to work much less smoothly than expected or hoped.  

While taxes did increase, fiscal reforms were patchy, tax collection only partially improved, 

and fiscal losses from trade liberalisation could not be recovered due to an inadequate 

rationalisation of the system.261 Partial fiscal reforms led to growing public indebtedness, while 

trade liberalisation, together with large investments in industry and infrastructure, inevitably 

resulted in trade deficits. In this context the National Bank was called to play a crucial role by 

replacing specie with its own notes so as to make the former available for international 

transactions without stifling the domestic economy. 

This laid the foundations of Italian central banking, although its beginnings were not 

particularly auspicious. On the economic side, note circulation was hindered by concerns about a 

possible return to inconvertibility, by growing bullion arbitrage due to progressive depreciation of 

gold and current account deficits. On the political side, Cavour’s efforts to enable the bank to 

overcome these obstacles by making its notes legal tender and providing it with fresh funds from 

the Treasury service were repeatedly thwarted by Parliament. With arguments already deployed in 

the 1830s against the privileges of the Bank of England or the Second Bank of the United States, 

the National Bank was portrayed as a threat both to the actual political independence of the state 

and to economic competition and growth. In the words of Francesco Ferrara, a Sicilian émigré 

who in 1848 had been deputed to offer to the younger son of Charles Albert the crown of Sicily 

and was welcomed in Turin as a professor of political economy after the Bourbon restoration,  

the National Bank has badly failed to perform the main duty of credit institutions ... . The 

Bank is of very little service, if any at all, to small trade, which is forced to place itself in 

the hands of the big bankers, to whom alone [the Bank] might have been of use, if it has 

been of use to anyone at all. These defects, however, are common … to all monopolist 

banks … . The only advantage one could have wished for in exchange was the guarantee 

against the risk of crises. Neither could this be obtained. … [T]he Bank has never proved so 

                                                                 
261 Conte, La Banca Nazionale, pp. 136‒40. 
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inadequate to the market needs as in the periods in which concern was growing about a new 

crisis.262 

As a result of ill will against the National Bank, the Banking Question was never definitively 

settled but dragged on throughout the century, only made more complicated by the presence of 

several other banks of issue in the rest of Italy. As argued in Chapter 39, compromise, realpolitik, 

ambiguity and implicit deferral were the hallmarks of subsequent banking reforms. Markets and 

back-room lobbying were thus delegated to take care of what could not be achieved coherently in 

Parliament. A decade later, the most glaring example of this strategy would be the corso forzoso 

of the National Bank notes declared in 1866, after years of unsuccessful attempts by the Right to 

reform the Italian banking system along Cavour’s lines (Chapter 32), while the entrustment of the 

Treasury service to the bank would be again repeatedly foiled, this time by the Southern banks of 

issue (Chapter 34). Similarily, in the 1850s the National Bank had to increase its capital 

considerably and expand its branch network to discourage the establishment of competitors, 

besides maintaining its support to the government, which sometimes threatened it with the 

prospect of future competition. 

The question of the note-issue monopoly was also never definitively solved because of the 

still fragmented state of regional markets, which seemed to call for separate banking systems (a 

claim later made in unified Italy as well). To a certain extent Cavour himself shared this view, for 

he first established a separate bank of issue in Turin, then lent government support to the Bank of 

Savoy and worked hard to found an issuing bank in Sardinia (see Chapters 17 and 21). Credit and 

economic development, alongside an improved transport and communication system, however, 

were rapidly eroding this fragmentation. 

One of the most striking differences with Southern Italy was the fact that, although only at 

various degrees, all regions were included within a government-sponsored effort at credit 

modernisation, which not only created a more uniform banking infrastructure but also increased 

support to the central government across the whole business community, thus indirectly 

contributing to nation-building. Despite the merger, conflicts between Genoese and Turinese 

bankers continued even within the National Bank board but were more easily overcome as the 

long-term benefits they could reap through a single institution far offset the short-term gains from 

uncooperative behaviour. The pre-eminence of Genoa and, to a lesser extent, of Turin as financial 

centres remained unchallenged by banking development in the periphery, as this was largely 

directed by the National Bank itself through its branches, which were not represented within the 

bank’s board. Fostering credit development in the provinces had the potential to reshape 

economic and political relationships between them and the main centres. Relative re-balancing 

was however marginal due to the much larger size and wealth of Genoa and Turin, while growing 

integration strengthened both trade and production nationwide and rallied support to the 

government. In the Two Sicilies, by contrast, where credit institutions were concentrated in 

Naples and Palermo and an absolute monarchy left provincial requests unheard, not only was the 

economic system less integrated but the political architecture itself was dangerously fragile. 

History would soon prove how quickly the kingdom and its capital – and along with it its lopsided 

banking system – could collapse.  

Branches were not created by the National Bank for the sake of philanthropy. It too had the 

same worries as the Bank of the Two Sicilies about this issue: branches were expensive, promised 

uncertain profits and could potentially undermine the supremacy of the large city bankers, while 

there were just a few people per town to whom they could be entrusted. Nor do we need to 

suppose the Genoese and Piedmontese to be more enterprising than Neapolitans or committed to 

                                                                 
262 Ferrara, ‘Introduzione’, pp. CCCXXV‒I. 
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‘inclusive policies’. They were just operating in a highly different context. They were pressured, 

on the one hand, by a constitutional government in need of forging consensus and replacing 

specie with banknotes and on the other by their own need to pre-empt regional markets and spread 

their own circulation. Running bank branches indeed proved to be a daunting task, beyond 

complicating reserve management and easing specie outflows. The prevalence of agriculture led 

them to deviate from banking orthodoxy while they were easily captured by local businessmen 

and moneylenders – problems akin to those faced by Southern branches in the following decades 

(see Chapter 36). They even burdened the National Bank with sizeable bad debts. Yet facing these 

challenges was the only way to learn how to overcome them and modernise the credit system. 

Banking development proved most difficult in Sardinia, where the Piedmontese government 

had to deal with its own ‘Southern Question’. It succeeded in ending the gross discriminations in 

monetary matters between island and mainland, although this probably resulted in coin flowing 

out of Sardinia and being replaced with banknotes. Reforms had a marked top-down approach and 

were accompanied by a surge in foreign investment and speculation which however proved short-

lived, thus belying Cavour’s promises of a quick and enduring recovery. 

Speculation and an over-reliance on state intervention were indeed severe problems during 

the Cavourian decade. By spurring economic development and giving free rein to banking and 

business elites, the government burdened itself with an implicit bail-out guarantee. National Bank 

managers and shareholders eagerly founded joint-stock banks to finance their own new ventures, 

relying on government support for business and on the National Bank for credit, which in turn had 

become ‘too big to fail’ while proving unable – or unwilling – to check speculation. This was 

precisely the kind of scenario that the Bourbon government, with its archconservative policy, 

sought to avoid. In 1848 the Bank of Genoa had rescued the government by granting it a 20 

million loan. Ten years later, it was the government that helped the National Bank in its 

endeavour to find credit abroad and avoid a financial meltdown.  

The state had overreached itself. It had shifted part of its financial commitments onto the 

National Bank, which was now returning them to the sender. Foreign indebtedness continued to 

grow, making the country increasingly vulnerable to economic downturns. Dependence on foreign 

debt, however, coupled with a liberal and welcoming stance towards foreign investments, could 

also serve the Piedmontese, and with it the Italian cause: as usual in business, small debtors are 

debtors, large debtors are partners.263 Indeed, French military aid and British acquiescence would 

soon prove their worth in unifying the country. Unfortunately, unification not only opened new 

profit horizons but burdened the new state with increasing debt.  

In 1861 the Kingdom of Sardinia thus bequeathed to its successor, the Kingdom of Italy, a 

large public debt, together with a middle-sized bank of issue which all of a sudden was given the 

chance to conquer the whole national market.  

 

                                                                 
263 In a completely different setting, the usefulness of a large public debt was pointedly expressed by Gustav 

Stresemann: ‘One must have so many debts that, if the debtor collapses, the creditor sees his own existence 

jeopardised’, cit. in Tooze, A., The Deluge: The Great War and the Remaking of Global Order (London, 

2014), p. 465. On the esteem accorded to Cavour by the international world and the favour his policies 

found, see Romeo, Cavour, p. 528. On Rothschild’s sympathy towards the Italian cause, see for instance 

Gille, Rothschild, p. 226. 
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Part Four 

Upside Down: 

The South from Garibaldi to Bombrini (1860–5) 

While historiography had always insisted on the political dimension of the annexation of the 

South to the Kingdom of Italy – from the sudden collapse of the Bourbon regime to the bloody 

repression of brigandage and loyalist insurgence at the hands of the Italian army – its financial 

aspects have been largely neglected. In fact, the regime change was accompanied by the 

disintegration of the traditional monetary and banking system. Italian public finances further 

deteriorated due to the Second War of Independence and the taking over of the South. As Chapter 

24 explains, the intestine struggle between the Left – headed by Garibaldi – and the Right – led by 

Cavour – for control of the region was mirrored in the fight over public finances, largely out of 

control due to the succession of temporary governments. Unsurprisingly, political instability 

resulted also in capital flight and the breakdown of the Southern payment system managed by the 

Bank of the Two Sicilies (Chapter 25). 

Monetary unification proved particularly challenging in the South, which was the largest 

reservoir of silver in the whole peninsula. The stresses and strains on bimetallism stemming from 

the progressive appreciation of silver at international level gave rise in Italy to an internal 

monetary divide whereby the North was on a de facto gold standard, while silver monometallism 

was temporarily and inconsistently maintained on the southern mainland. As discussed in 

Chapters 26 and 27, while accounting was rapidly unified, actual recoinage dragged on for 

decades. Adverse exchange rates between the old and new currency, infighting between the Bank 

of Naples – as the Bourbon bank was renamed – and the National Bank, now entrusted with the 

national Mints, technical errors due to the latter’s and the government’s inexperience, and finally 

the switch to note inconvertibility in 1866, all conspired to delay full monetary integration, 

leaving plenty of space for speculation and profiteering. 

The new Italian government renewed its allegiance to the National Bank, which however was 

unable to replace the Banks of Naples and Sicily. Reneging on the Bourbon policy of partly 

camouflaged banking dirigisme, the Italian government entrusted the management of the Banks to 

local admininistrations and business associations. What eventually resulted in an empowerment of 

Southern elites, however, in the case of Naples culminated in a pitched battle, analysed in Chapter 

28, between the government, trying to negotiate a good deal to settle its own debts with the Bank, 

and the Bank’s management, posing as champion of the local community. Chapters 29 and 30 

explore the National Bank’s early attempts to expand in the South, emphasising crucial 

differences between the Neapolitan and the Sicilian cases as well as the negotiated character of 

this expansion. 

Finally, Chapter 31, in summarising the main findings of this Part, exposes some of the 

‘myths’ surrounding the financial conquest of the South. 
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24 

Divided We Stand, United We Fall 
 

 

 

We have compromised the creditworthiness of the State, without succeeding in aiding the Southern 

provinces effectively. 

PIER CARLO BOGGIO
1 

 

By the end of 1860, eleven years after its bloody defeat in the First War of Independence, the 

Piedmontese army was in control of most of the Italian peninsula, from Susa to Marsala. Italian 

unification, or Piedmont’s aggrandisement, had been the result of cunning diplomacy, 

international intrigue and national pride as much as of chance and mutual deception. By 

intervening on the side of Great Britain and France in the Crimean War, Cavour’s Piedmont had 

scored a major victory. Counting on the goodwill of the British and French alike, Cavour had 

taken advantage of the Paris peace conference in early 1856 to bring the ‘Italian Question’ to 

international attention and prompt condemnation of the Bourbon regime, which was thus sorely 

punished for its refusal to side with the Western powers and its obstructionist policy of neutrality 

in favour of Russia. In the following years, the Bourbons’ star ultimately waned due to the 

stubborn refusal by King Ferdinand to yield an inch to the requests for internal reforms advanced 

by France, Britain and the European liberal circles.2  

Piedmont’s star, by constrast, was on the rise. In July 1858, at Plombières, Napoleon III and 

Cavour secretly hatched a plan to provoke a casus belli that would justify a war against Austria 

and create a Kingdom of Upper Italy stretching from the Thyrrenian to the Adriatic Sea and 

including parts of the Papal States. In return for its engagement, France would be given Savoy 

and, possibly, Nice. In late April 1859, at the height of a provocative campaign by Piedmont, the 

Habsburg Empire eventually lost its temper and declared war. Thanks to French intervention, the 

Austrians were defeated, while temporary governments were formed in Tuscany and the duchies 

of Modena and Parma amidst growing unrest. In July Napoleon, unbeknownst to its weak ally, 

signed an armistice with Austria, which would cede Lombardy to the French, who would then 

turn it to Piedmont, while in Central Italy legitimate rulers were to be restored. The latter part of 

the agreement, however, remained a dead letter as in the following months the temporary 

governments pushed through the annexation of Tuscany and Emilia to the Kingdom of Sardinia. 

After plebiscites were held in March 1860, the Grand Duchy of Tuscany, the Duchies of Parma 

and Piacenza, the Duchy of Modena and Reggio and the Papal Legations officially joined 

Piedmont-Sardinia, which at the same time handed over Nice and Savoy to France. 

Piedmont’s final, and somehow humiliating, victory had been a costly one in terms of both 

men and money. That succeeding in unifying the country, or at least part of it, had eventually 

become for Piedmont – further sunk into debt after voting a 50 million loan in February – more 

than a moral, a monetary necessity was cunningly suggested by Pier Carlo Boggio. In his plea in 

early April 1859 for mobilisation on the Austrian border, the Turinese deputy played both the 

                                                                 
1 API, CD, Discussioni, VIII leg., sess. 1861, 20 Nov. 1861, p 7. 
2 Di Rienzo, Il Regno delle Due Sicilie, pp. 59–116. 
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cards of nationalism and sovereign default. For the Italian cause, Piedmont had put its own skin in 

the game.  

Peace – he warned – would now mean for Piedmont a reactionary backlash and bankruptcy. 

For Italy, anarchy and immorality. For Europe, revolution.3 

In a haunting refrain, he insisted: ‘either war or reaction; either war or bankruptcy’.  

At the end of each year – he insisted overemphatically – Piedmont’s deficit has increased; 

every year extraordinary subsidies, loans almost always most expensive are needed in order 

to cover the state’s ordinary expenses. In vain do the Finance Minister and the parliamentary 

commissions rack their brains in search of expedients and ways of saving. 

Responsible for the woeful state of Piedmontese finances was the army, which alone absorbed 

about one-third of annual revenues. At the same time, however, saving on the army would be 

tantamount to abandoning the Italian cause. So ‘war or bankruptcy, war or reaction’, this was the 

question.4  

Boggio was echoed a few months later in no less emphatic terms by Tuscany’s temporary 

governor Bettino Ricasoli: 

It is no longer possible to back out. To back out? Nay! what do I say? To back out would 

mean our moral and financial ruin.5 

Ironically, by the time the ‘Iron Baron’, as Ricasoli was nicknamed, was writing to Cavour, the 

financial situation of Piedmont-Sardinia had become worse due to a stroke of luck, for it now had 

the chance to seize the Two Sicilies.  

 

 

FIGURE 4.1. Public debt of the Kingdom of Sardinia, 1847–60. Source: Own elaboration based on 

Correnti and Maestri, Annuario, p. 567; Norsa and Da Pozzo, Imposte e tasse, pp. 25–6; Sachs, 

L’Italie, pp. 439–44.  

                                                                 
3 Boggio, P. C., Fra un mese!... (Torino, 1859), pp. 21, 23–4. 
4  Again, as mentioned in Ch. 16, only extraordinary military expenditures in anticipation of a future 

confrontation with Austria after Plombières raised the spectre of sovereign default, which otherwise was far 

from inevitable. That Boggio’s, like Nitti’s, contention, cannot be entirely taken at face-value as regards the 

previous decade is clear from Figs. 3.2 and 3.3. 
5 Ricasoli to Cavour, Florence 11 June 1860, in Epistolario, 17, 2, p. 1027.   
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In May 1859, while Napoleon’s troops had just taken the field against the Austrians in 

northern Italy, in Caserta King Ferdinand passed away and was succeeded by his young and 

inexperienced son Francis II. In the previous years the Two Sicilies had been shaken by a few 

insurrection attempts, which had, however, been easily foiled.6 Francis’ accession to the throne 

and the Piedmontese victory in the Second War of Independence rekindled nationalistic hopes. In 

early 1860 the Piedmontese ambassador Villamarina was already sounding out the willingness of 

the Neapolitans to stage a revolution.7 But, unsurprisingly, it was Sicily which struck the first 

blow against the Bourbons. 

In Palermo a new insurrection was crushed in early April. On 6 May, Garibaldi and about a 

thousand volunteers sailed from Quarto (Genoa) to Sicily with the self-given mandate to conquer 

the South in the name of King Victor Emmanuel II. Most conveniently shielded by two British 

vessels, they landed in Marsala on 11 May. In a couple of weeks the ‘Thousand’ had been able to 

rouse the island and occupy Palermo after a furious fight in which nearly one-quarter of the city 

was reduced to rubble by the Bourbons’ shelling. While the royal army retreated to the fortress of 

Messina, Garibaldi was acclaimed Dictator of Sicily. Having lost the island, in a pathetic attempt 

to redress his fortunes and keep at least the mainland, the young king conceded a constitution and, 

unconvincingly, embraced the Italian cause.  

What followed were months of surreal tragedy. Francis’ government soon lost what little was 

left of its reputation, while the royal family was torn apart by inner conflict and many Bourbon 

officers, seeing which way the wind was blowing, were easily bribed to side with the 

Piedmontese, eager to reap the fruits of Garibaldi’s unexpected success. Suddenly, Southern 

society melted down, revealing how thin its fabric was. Peasants rebelled in the hope of a social 

revolution which never came. Ruling elites were frightened and ready to side with the victors. 

Sicilians, including the Church, cheerfully welcomed first the Pope’s arch-enemy Garibaldi, then 

the anticlerical Piedmontese rulers just to get rid of the Neapolitans. Italian nationalism was 

eventually victorious and yet no one was more dismayed by Garibaldi’s triumph than Cavour, 

whose main concern was to foment a rising in Naples before the left-leaning garibaldini 

conquered it. 

He did not succeed. On 7 September Garibaldi entered the capital after Francis’ flight. To 

take over the South and at the same time prevent Garibaldi from invading Rome, then still under 

French tutelage, the Piedmontese army hastened south, crossing the Papal States and annexing 

Umbria and Marche in passing before reaching Naples. In early October the Bourbons’ army was 

routed at the Battle of Volturno, while Francis took refuge in the fortress of Gaeta. In February 

1861, deserted by the French navy, the fortress surrendered. On 17 March 1861 Victor Emmanuel 

was proclaimed King of Italy. Until its fall in 1870, Francis lived in exile in Rome, from where he 

incited rebellion against the usurpers. For years the South was ravaged by the ‘Great Brigandage’, 

a mixture of civil war, peasant insurgency and outright banditry tamed by brute force, while the 

very existence of the new kingdom was still openly contested or covertly threatened at 

international level.8  

                                                                 
6  Bentivegna’s and Campo’s attempts near Palermo respectively in Nov. 1856 and Oct. 1859, and 

Pisacane’s expedition to Campania in summer 1857. See Riall, L., Sicily and the Unification of Italy: 

Liberal Policy and Local Power, 1859–66 (Oxford, 1998), pp. 63, 77. 
7 Villamarina to Cavour, Naples 21 Feb., 7 and 20 Mar. 1860, in Epistolario, 17, 2, pp. 267, 409, 503. 
8 Until Prussia’s smashing victory at Sadowa in 1866, which knocked out Austria to the advantage of Italy, 

France was still fiddling with the idea of breaking up Italy again in three kingdoms (including a Bourbon 

restoration) according to the ‘Plombières template’ (see Di Rienzo, Il Regno delle Due Sicilie, pp. 208–11), 

while the conquest of Rome in 1870 raised concerns about foreign interventions to restore the Pope’s 

sovereignty for decades to come (Kertzer, D. I., Prisoner of the Vatican: The Popes’ Secret Plot to Capture 

Rome from the New Italian State (Boston-New York, 2004)). 
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The most immediate result of Garibaldi’s expedition was to plunge the South into chaos. 

Until early 1862, Bourbon rule was replaced first by Garibaldi’s dictatorship, then by a Lieutenant 

Government, or better two, as mainland and island were put under two different administrations to 

fleetingly give Sicilians the flavour of enfranchisement from Naples. While Garibaldi was wholly 

absorbed in the military campaign, the revolutionary governments in Naples and Palermo were 

each led by a pro-dictator. Garibaldi was no stateman and under his wavering leadership the South 

soon became a battlefield between democrats, whose coup de main had overthrown the Bourbons, 

and moderates manoeuvred by Cavour. Except for Cavour, who, though often lying and 

deceiving, had at least a clear policy of annexation and unconditional ‘Piedmontisation’ in mind, 

party lines were extremely blurred and rapidly changing. The most implausible alliances would 

form and dissolve in a matter of days. Former republicans, like Garibaldi himself, had turned into 

ardent monarchists, disappointed revolutionaries could make common cause with plotting 

loyalists. Autonomists and garibaldini were first deluded and later discarded. Cavour was 

weaving his web from Turin, while the pro-dictator in Sicily learnt about what was going on in 

Naples only after many days. Temporary cabinets were formed just to fall in disgrace after a 

while. The ruling elites clung on to power, open to any compromise, while local communities 

were torn apart by feuds between notables and political struggle was often an excuse for ruthless 

vendettas.9  Crime raged. Civil war, power vacuum and, later, social revolt against the most 

hideous policies, led to an outbreak of violence where murders, looting and kidnapping both in 

town and in the countryside became part of everyday life. At the same time, organised crime, 

already a scourge under the Bourbons, was aided and abetted by landowners and partly by the 

government itself as a perverse way to restore order and impose consensus.10 

In an attempt to ingratiate itself with the populace and the propertied class alike, the new 

government rushed headlong into a legislative frenzy.11 Already in May, well before entering 

Palermo, for instance, the main source of revenue for the Sicilian treasury, the hated macino or 

grist tax, was abolished ‘to win over the masses in any way we could’, as Francesco Crispi, 

Garibaldi’s new Secretary of State, later recalled.12 Initially, however, Garibaldi’s government 

could only rejoice at the prosperous state of Bourbons’ finances. When the Thousand entered 

Palermo, they found 24 million in the Treasury Palace (later destroyed by artillery fire). Actually, 

the money did not belong to the state but to private depositors. However, as the Prefect of 

Cagliari, Antonio Mathieu, reported to Cavour, the latter ‘left [it] at the disposal of the temporary 

government’ – we can only wonder to what extent of their own will.13 In Naples, too, Garibaldi’s 

Secretary General Bertani was in no want of money, so much so that he scornfully refused a bribe 

from one of Cavour’s emissaries, boasting about having many more millions at his disposal in the 

Neapolitan treasury than Cavour ever had in his own.14  

                                                                 
9 The most emblematic case was the heinous peasant revolt in Bronte, instigated by local notables and 

quelled by Garibaldi’s right-hand man Nino Bixio (see Riall, L., Under the Volcano: Revolution in a 

Sicilian Town (Oxford, 2013)).  
10 For an overview of the first year of Italian rule in the South, see Davis, Conflict and Control, pp. 168–86, 

Riall, Sicily and Mack Smith, Storia della Sicilia, pp. 599–622. For a detailed account of the power struggle 

during Garibaldi’s dictatorship, see Mack Smith, D., Cavour and Garibaldi: A Study in Political Conflict 

(Cambridge, 2nd edn. 1985); Brancato, F., La dittatura garibaldina nel Mezzogiorno e in Sicilia (Trapani, 

1965); Duggan, C., Francesco Crispi: From Nation to Nationalism (Oxford, 2002), pp. 186–218. 
11 Cf. Giuseppe La Farina to Cavour, Palermo 18 June 1860, in Epistolario, 17, 2, p. 1078. 
12 API, CD, Discussioni, VIII leg., sess. 1861, 28 June 1861, p. 1594. 
13 Antonio Mathieu to Cavour, Cagliari 8 June 1860, in Epistolario, 17, 2, p. 998. On the destruction of the 

Treasury Palace, Mathieu to Cavour, Cagliari 9 June 1860, ibid., p. 1003.  
14 Bertani, A., L’epistolario di Giuseppe La Farina: ire politiche d’oltre tomba (Firenze, 1869), pp. 104–6. 
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Nevertheless, all this bounty did not last long. The Southern economy was crumbling and 

taxes were not paid despite any governmental efforts. In Sicily, in late August, the government 

issued new rentes for 800,000 ducats, roughly equal to 2.5 million lire. To ease subscription and 

rekindle nationalist sentiments, subscribers were allowed to pay up to one-third of the price with 

debt securities issued during the 1848 revolution and disavowed by the Bourbons. Though this 

implied a de facto discount of one-third on the purchasing price, money did not flow in. On 1 

September, the government authorised a new issue of treasury bills for 2.5 million lire. On the 4th 

it postponed the deadline for subscribing the August loan by one week, accepting the 1848 

securities at their face value and up to one half of the purchasing price, plus an additional discount 

in case of prepayment. On the 11th the deadline was further postponed by one week. On the 20th 

it was again postponed to the end of October, probably to spare the government the time and 

embarrassment of granting a new extension every week. To motivate investors, this time they 

were informed that, if the 1848 securities were not used now to buy the new 5 per cent rentes, 

these would be later converted into 3 per cent rentes on the basis of their ‘real value’. Referring to 

their ‘real’ instead of their ‘nominal’ value sounded very threatening indeed, and yet on 29 

October a new decree once again deferred the subscription deadline, this time to 20 November.15  

From 1859 to 1860 the ordinary deficit of Neapolitan finances alone grew from 22 to 59 

million lire, while Sicily passed from a surplus of one million to a deficit of 25 million. In that 

period also Tuscany and Piedmont – but neither Lombardy nor the former Papal States – saw their 

deficits increasing. This was hardly surprising in a country at war, but no fiscal collapse was 

greater than the South’s (Figure 4.2). 

 

 

FIGURE 4.2. Italy’s ordinary deficit per region, 1859–60. Source: Own elaboration based on 

Sachs, L’Italie, p. 162; Norsa and Da Pozzo, Imposte e tasse, p. 82. 

Almost immediately Garibaldi’s administration became the target of a ferocious campaign 

orchestrated by Cavour and his emissaries – among whom were Villamarina, Constantino Nigra 

and the Southern émigrés La Farina, Cordova and Scialoja – aimed at discrediting a powerful 

                                                                 
15 L 27 Aug. 1860, no. 172; L 1 Sept. 1860, no. 182; D 4 Sept. 1860, no. 186; D 11 Sept. 1860, no. 189; L 
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rival and presenting unconditional surrender to the Piedmontese army and bureaucracy as the only 

alternative to mayhem. This fratricidal task was immensely eased by the collapse of Southern 

finances, which conservatives attributed to the vandalistic – and morally suspect – management of 

the Left, whose men in turn played the martyr as opposed to the unprincipled politicians of 

Cavour’s ilk. Although one has to be careful in interpreting sources produced during such 

intestine strife, information confidentially provided to Cavour by his agents – however partisan – 

cannot be altogether dismissed. Moreover, even without giving too much credit to allegations of 

personal dishonesty, figures speak for themselves and it would be equally unfair to blame Cavour 

for his alarm in front of such a poor administrative record. In July La Farina complained that 

thousands of ducats were withdrawn from the treasury without ceremony.16 Military requisitions 

were apparently a big business. According to him and Cordova mules and horses, once 

requisitioned, disappeared as if by magic.17 In the same month, Cordova congratulated himself on 

having prevented two disastrous loan schemes. Yet the government had no ready money in its 

coffers. 18  In the same vein, Secretary of the Navy Piola Caselli lamented the buccaneering 

approach to fiscal policy of Crispi, who wanted to unify the old and the new debt, force the 

wealthy to buy treasury bonds and then set fire to the public debt records altogether. This was bad 

policy, Piola argued, given the overwhelming influence of Sicilian aristocracy on the masses.19  

Even before these alarming reports arrived, Cavour had complained bitterly to Piedmont’s 

envoy in London, Tapparelli d’Azeglio, that Sicily’s financial resources were being squandered in 

the almost total absence of an efficient organisation.20 Once his party was able to arrange a loan, 

he pleaded with Cordova to make sure it would not be devoured by the ‘vultures around 

Garibaldi’.21 In August, when he still hoped to stir up an insurrection in Naples before Garibaldi 

arrived, he explained to Costantino Nigra that otherwise, were Garibaldi to govern on the 

mainland as he had in Sicily, ‘within a week there would be no navy, no army and no money 

left’.22 In his growing despair at the state of fiscal affairs, memories of his religious education 

started to resurface. After two months of Garibaldi’s dictatorship in Naples, he was urging Farini, 

the newly appointed Lieutenant General, to hasten to Naples ‘with the whip that the Redeemer 

used in the Temple of Jerusalem’. 

For goodness’ sake! put finances in order, otherwise we are heading for rack and ruin. 

Everyone wants to recklessly spend money, but nobody wants to pay.23  

He needed an experienced, reliable man to put the economy back on track. An obvious candidate 

was Scialoja, a Neapolitan émigré close to Cavour, professor of political economy in Turin since 

1846, who had already been Minister for Agriculture and Trade during the Sicilian revolution of 

1848. As soon as Scialoja knew of the plan, however, he besought Cavour, ‘with folded hands, to 

spare him’. He would rather go to jail, ‘give his life or that of his children’ for the fatherland than 

become Finance Minister in Naples, where fierce resistance, when not armed rebellion, might 

follow his appointment. He therefore hoped that Cavour, unlike God the Father, would take that 

                                                                 
16 La Farina to Cavour, Palermo 2 July 1860, in Epistolario, 17, 3, p. 1198; see also La Farina to Cavour, 

Palermo 18 June 1860, in ibid., 17, 2, p. 1078.   
17 La Farina to Cavour, Palermo 2 July 1860, in ibid. 17, 3, p. 1198; Cordova to Cavour, Palermo 23 July 

1860, in ibid., p. 1399. 
18 One proposed by Bertani and one offered by the British Financial Association through the intermediation 

of the Genoese House of Parodi (Cordova to Cavour, Palermo 17 July 1860, in ibid., pp. 1345–6; see also 

Franchi, A., Epistolario di Giuseppe La Farina, 2 (Milano, 1869), p. 380; Bertani, Ire politiche, p. 97). 
19 Piola Caselli to Cavour, Palermo 20 July 1860, in Epistolario, 17, 3, p. 1369. 
20 Cavour to Tapparelli d’Azeglio, Turin 4 July 1860, in ibid., p. 1211.  
21 Cavour to Cordova, [end July 1860], in ibid., p. 1495.  
22 Cavour to Nigra, Turin 14 Aug. 1860, in ibid., 17, 4, p. 1653. 
23 Cavour to Farini, [Turin 2 Nov. 1860], in ibid., 17, 5, p. 2558.  
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‘bitter chalice’ away from him.24 A few days later, on 1 November, he informed Cavour that the 

current Finance Minister relied on 11 million ducats in rentes confiscated from the Bourbon 

crown. Rothschild had been already charged with the sale of the first million, although the 

confiscation was probably illegal and the rentes would have to be paid back to the royal family. In 

the meanwhile, expenses were rising and there was no money left in the treasury. Scialoja still 

hoped not to be appointed Finance Minister. If Cavour really wanted to condemn ‘that poor man 

called Antonio Scialoja’ and assign him an office, he pleaded once more not to become minister, 

an unpleasant role which would spoil his chances of being elected in Parliament.25 A few days 

after, however, Cavour was writing to Farini instructing him to ignore Scialoja’s excuses, as he 

was the only one fit to take up that role.26 A week later Scialoja capitulated, although complaining 

bitterly at the future loss of his political reputation.27 

On 2 December 1860 a Lieutenant Government also replaced Garibaldi’s dictatorship in 

Sicily. By the end of the year Filippo Cordova, formerly Finance Minister of the Sicilian 1848 

revolutionary government (see Chapter 4) – the only one, according to Cavour, able to reverse the 

damage done in Sicily by the dictatorship28 – wrote a discouraging report on the island’s financial 

affairs. Debts had increased disproportionately, while revenues had dropped by more than two-

thirds. In the treasury there were just 18,600 ducats, less than 80,000 lire. Three million lire had 

been withdrawn from the Bank of Sicily – as the island’s public bank was now called – by 

Bourbon General Lanza before leaving Palermo in June, 2.5 million of which had been deposited 

in Naples. Moreover, Garibaldi had re-established the clearing of notes between island and 

mainland, which had resulted in a 3‒4 million lire credit in favour of the Bank of Sicily. Naples, 

however, was willing to pay back neither the former nor the latter debt. Finally, after Garibaldi’s 

army had been officially disbanded, discharged garibaldini were sent back to Sicily to get their 

due and, to avoid disorder, Sicily had to pay.29  

The new administration could not fathom why it had found only 18,600 ducats instead of the 

many more officially reported until 20 November. Either there had been new operations after that 

date, or figures had been inflated ‘by mistake’. In any case, the Treasury did not even have the 

funds to repay its debt with the Bank of Sicily, ‘from which the money of private depositors had 

been grabbed with both hands’. The funds set aside for public works ‘had always been taken by 

the Neapolitans and even more largely by the dictatorial government’, so that road maintenance 

and other urgent public works had come to a standstill.30 In Bavaria there were rumours that in 

Naples the Italians had seized the dowry of Francis’ wife and Franz Joseph’s sister in law, Queen 

Maria Sophia.31 Meanwhile in Naples Scialoja was urgently asking Bombrini for 6‒8 million 

francs.32 On 15 January 1861, Scialoja was telling Nigra, then Secretary General of the Lieutenant 

Government, that, unless Naples received 5 million lire from Turin in 5‒6 days, the Treasury 

might be forced to suspend payments. In February 1861 the newly appointed Finance Minister in 

Sicily Michele Amari – another who had already briefly held that role during the 1848 revolution 

– was also asking for Turin’s help. He frankly reported that, like his predecessor, he had simply 

drawn from the private deposits of the Bank of Sicily. There was no other choice as he had found 

only 226,000 lire in the treasury against the expected 546,000 lire. But this was just a temporary 

                                                                 
24 Scialoja to Cavour, Naples 28 Oct. 1860, in ibid., p. 2494. 
25 Scialoja to Cavour, Naples 1 Nov. 1860, in ibid., pp. 2550‒1. 
26 Cavour to Farini, 27 Oct. and [1 Nov.] 1860, in ibid., pp. 2476, 2547.  
27 Scialoja to Cavour, Naples 8 Nov. 1860, in ibid., p. 2620. 
28 Cavour to Victor Emmanuel, 28 Nov. 1860, in Epistolario, 17, 6, p. 2808. 
29 Cordova’s report to Cordero di Montezemolo, Palermo 23 Dec. 1860, in ibid., pp. 3034–5. 
30 Report of Cordero di Montezemolo to Cavour, Palermo 18 Dec. 1860, in ibid., p. 3139. 
31 Doria di Ciré to Cavour, Munich 4 Dec. 1860, in ibid., p. 2840. 
32 Farini to Cavour, Naples 22 Dec. 1860, in ibid., p. 3023. 



180 
 

measure and he needed more money from Cavour, as the Sicilian treasury was running a monthly 

deficit of 2.5 million lire.33 

Yet Cavour had not much to give, due to a dreadful lack of money in Piedmont itself. As he 

wrote to Nigra on 6 February, 

[m]oney is lacking in the country; it is no use asking the National Bank what it has already 

denied me, nay what it proved me not to be able to give. The state treasury provides us the 

means just for our own needs until mid-March, mark my words.  

By sending 90,000 ducats to Naples, he claimed, he was exposing himself to great danger. On 9 

February he urged Nigra again, ‘with folded hands’, to pay attention to the financial issue in the 

South. To solve it was a matter of survival. 

If we do not succeed in bringing back some order and regularity in their administration, in 

eradicating abuses, in collecting taxes, we are lost. It is impossible to continue this course of 

action. The army, the navy, Naples, Sicily, they all swallow millions endlessly. I am well 

aware that we should show some regard. But political considerations must give way to 

absolute financial necessity. ... Tolerate until Gaeta’s fall. But once this happens, do not yield 

any longer to those who pillage public finances and those who do not want to pay.34 

On 4 March, however, he had to rebuke Nigra. The Lieutenant Government in Naples had taken 

over the dictatorship’s tradition of granting generous subsidies to self-proclaimed victims of 

political persecution as well as positions and favours to men like Nicola Nisco, a Neapolitan 

émigré who had worked hard on behalf of Cavour to overthrow the Bourbons and was soon to 

become a prominent figure within the new administration of the Bank of the Two Sicilies. 

I saw a series of decrees which grieve me. Millions assigned to I-do-not-know-what martyrs, 

new jobs created, concessions to Nisco and others, in short the application of a system which 

consists in conciliating people at the expense of the treasury. Now, let me tell you, dear 

Nigra, that this is a deadly system and pursuing it would lead us to certain ruin, we are 

menaced by a dreadful financial crisis. If the ministry does not dare to put the sickle into all 

the abuses existing in every branch of finance, Italy will not be made. ... I therefore beseech 

you to consent no longer to any new largesse, to the creation of any new office, to any 

concession akin to that made to Nisco. 

He therefore intended to send the mediocre but honourable and steadfast Giovanni Battista Oytana 

– a Piedmontese civil servant who had briefly been Finance Minister in early 1860 – to heal 

public finances in Naples. People would wail at first, but ‘when the wound is deadly’, the 

wounded may well be left wailing a bit.35 The day after he was again preaching parsimony to the 

Lieutenant himself, Prince Eugene of Savoy-Carignano.  

We are not in a position to deal bountifully. Ours is one of the worst financial situations ever 

... Your Highness knows that I am not a scaremonger; so I hope You will believe me when I 

tell You that the financial question worries me more than all political questions, including 

those of Rome and Venice.36    

This was a rather frightful statement considering it came from a man who over the last twelve 

years had been gambling on his country’s finances in the name of national unification. Despite 

Prince Eugene’s reassurances,37 until June no good news came from the South. But by then it was 

                                                                 
33 Amari to Cavour, Palermo 27 Feb. 1861, in ibid., 18, 2, p. 565. 
34 Cavour to Nigra, 9 Feb.1861, in ibid., 18, 1, p. 387. 
35 Cavour to Nigra, 4 Mar. 1861, in ibid., 18, 2, p. 611. 
36 After the fall of the Two Sicilies it was still unclear whether the war could be brought to Rome and 

Venetia, as Garibaldi would have liked, so as to complete national unification. 
37 Savoia-Carignano to Cavour, Naples 9 [Mar. 1861], in ibid., p. 655. 
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no longer Cavour’s concern, as he died unexpectedly on 6 June, finally enjoying a well-deserved 

rest.  

The new Prime Minister was Bettino Ricasoli. At the outset of the Southern adventure, 

Ricasoli, reporting to Cavour on the departure of the Tuscan volunteers following Garibaldi, had 

claimed that ‘to back out would be our moral and financial ruin’. And yet, not backing out had led 

more or less to the same result. In the South the struggle for power between radicals, the so-called 

‘party of action’, and conservatives, the so-called ‘party of moderation’, led by Cavour, had been 

as pitiless as that against the Bourbons. In the end the latter had prevailed, but it had been a 

pyrrhic victory which had simply added radicals and federalists to the loyalists and the Church on 

the list of the government’s enemies, in a sort of moral bankruptcy no less apparent than the 

financial one. After the end of his dictatorship Garibaldi had at first returned to his estate on the 

island of Caprera, but he was soon wounded and captured by the Italian army on the Aspromonte 

(Calabria) in August 1862 as he ventured upon a new expedition against Rome. The democrats, 

who had risked their necks invading a kingdom larger than that of Sardinia, were ousted from 

power in the country they had conquered and treated as dangerous elements. To the consternation 

of many Italians, from Lombardy to Sicily, regional identities had been most disdainfully 

disregarded and the new country had been rigidly centralised by the outright imposition of 

Piedmontese rules and institutions, as had been done a decade before with the small island of 

Sardinia.  

 

 

FIGURE 4.3. Monthly average prices of the Neapolitan 5 per cent rentes at the Naples Exchange, 

1815–60. Source: Own elaboration based on Schisani, La Borsa di Napoli, p. 101. 

Nowhere was this aggressive policy more resented than in the South, which in the following 

decade, due to the emergence of the Great Brigandage, was to remain under a virtual state of 

siege, when not in a very actual one, such as in Palermo in 1866, when the government had to 

repress a major revolt fomented by an odd alliance of Bourbons, the Mafia and republicans (see 

Chapter 38). Southern discontent was most vividly portrayed by Nigra. The clergy hostile; the 

garibaldini disbanded, angry as well as hungry, looting across Naples; Neapolitan officers 

displeased; the aristocracy belatedly mourning the Bourbons; workers of the public workshops of 

Pietrarsa and the Royal Arsenal troubled; municipalities wounded in their pride; bad press; 
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populace ‘submissive, but unstable, idle and ignorant’ – they all had to suffer the contempt 

towards anything Southern displayed by Piedmontese officers and bureaucrats, who could not 

help but loudly express it at every opportunity. 38  After the conquest of Palermo, La Farina 

recounted, ‘entire classes [had] become destitute, streets [were] full of beggars, food [had] 

become enormously more expensive, the prices of some essential goods [were] four times higher 

than usual’.39 In Naples in late 1860, people were living hand to mouth, going to the stock 

exchange to sell their rentes, the price of which had already fallen by one-third (Figures 4.3 and 

B.1).40 In March 1861 inflation was still relatively high in the city.41 In May 1861 Nigra recalled 

how ‘misery and famine’ had filled people with frustration and discouragement, a sentiment 

exacerbated by mass dismissals of public employees judged idle or unworthy.42 Adding to their 

sufferings – and inflating their shopping bills, as we shall see – the monetary system was thrown 

into disarray by wild speculation and piecemeal monetary unification with the rest of the country. 

By conquering the South, Piedmont had taken too big a bite. The Italian government would 

need years to swallow it, risking choking from the very beginning. From the start, the South was 

for the Italian government no lesser a trouble than the Italian government was for the South. A 

few months after Garibaldi’s conquest, Massimo d’Azeglio, then Governor of Milan, dubbed 

Naples ‘his bête noire’, a dark beast getting ‘darker and darker day by day’, which made him want 

to ‘bang his head against the wall’ – a feeling many of his fellow politicians must have shared. 

Two years after, however, headache had turned into ulcer. 

As regards Naples, as more time goes by, fewer and fewer things work. It is an ulcer that eats 

into ourselves and costs us! Judge for yourselves! The increased stamp and registration duties 

have yielded 2 or 3 million in the North; in Naples 46 francs (read: forty-six),43 

he overdramatised, with a rhetoric of divide and failure that would still resound – just with 

different currencies and figures – after one and a half centuries of unity.  

 

                                                                 
38 Nigra to Cavour, 27 Mar. 1861, in ibid., p. 727. 
39 La Farina to Cavour, Palermo 10 June 1860, in ibid., 17, 2, p. 1013.  
40 ‘Memorandum’, [Naples Oct. 1860], in ibid., 17, 5, p. 2538. 
41 Nigra to Cavour, Naples 17 Mar. 1861, in ibid., 18, 2, p. 727.  
42 ‘Relazione Nigra sulla Luogotenenza a Napoli’, Naples 20 May 1861, in ibid., 18, 3, p. 1213. 
43 D’Azeglio to Rendu, Genoa 27 Nov. 1860 and Cannero 23 Nov. 1862, in Rendu, E., ed., L’Italie de 1847 

à 1865 : correspondence politique de Massimo d’Azeglio (Paris, 2nd edn.1867), pp. 174, 251.  
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Glorious Dictator, 

Change of silver coins is an inexpressible agony in these places. 

FILIPPO SIERRO
44 

 

With annexation, both the South’s administration and its financial system melted down. 

Parliamentary scuffles over the mismanagement of public finances in the South lasted for a couple 

of years. Although for the sake of patriotism no one dared to openly accuse the other party of 

corruption and thus indirectly smear the reputation of either the new king or the national hero 

Garibaldi, the sorry state of Southern finances and the disordered succession of dictatorial and 

royal cabinets provided ample pretext for both Left and Right to decry the utter incompetence of 

their opponents and shift the blame accordingly onto former or later provisional governments. If 

those arguments mercilessly exposed – as Italy’s original sin – the deep cleavage between Left 

and Right, Parliament also split along regional lines. Very soon the South’s political disillusion 

and material deprivation at the dawn of unification became the subject of heated debates which 

revealed that Italy was as divided as ever. The South was crushed by a brutal military occupation 

and, in this at least, united to the rest of the country by a growing mountain of debt. Yet the 

troubles of the South had started well before its final conquest, when its monetary system began 

to crumble along with its monarchy. Since neither Left nor Right, but hostilities alone, could be 

blamed for the onset of monetary chaos, this did not feature in the canonical account of Southern 

sufferings, although it was arguably their beginning. 

The slow deterioration of coin circulation in the Two Sicilies had given rise to grievances 

since the mid-1850s.45 In November 1855 the Finance Minister ordered the Bank to pay with at 

least one-tenth in small change. This order was ill-received by the major banking houses, which 

instead petulantly insisted on receiving only large, new coins. Most times the Bank’s cashiers 

complied with the latter’s, not the Ministry’s, requests and when one of them did not, the bankers’ 

clerks deposited the money they had just withdrawn, only to take it out again the day after in 

shiny, large pieces from a more amenable cashier. This favouritism enraged smaller clients, 

increasingly discontented at receiving coins which, however legal, were less and less welcome in 

daily transactions. As the Bank’s employees were suspected of colluding with moneychangers or 

clerks at the big trade houses in their distribution of coins, complaints continued to land regularly 

on the Minister’s desk, although the Bank’s administration protested their innocence most of the 

time.46  

As usual, the main source of concern was Sicily, which accused Naples of undersupplying it 

with good coin, while being in turn accused of a sort of monetary dumping on the mainland. In 

                                                                 
44 ASN, MF, I rip., II car., b. 14338, Filippo Sierro to Garibaldi, Catanzaro 24 Sept. 1860. 
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impact on the Southern monetary stock, see Chiaruttini, ‘The Lira’, p. 6 and Bianchini, Le finanze delle Due 

Sicilie, pp. 613–8. 
46 ASBN, PBDS, AD, b. 559, ff. 7, 9, correspondence between the Ministry of Finance and the Bank of the 

Two Sicilies, 1856/7. 
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August 1857 the Minister for Sicilian Affairs urged the Finance Minister to send newly minted, 

small coins to the island, where they were badly needed. While the Sicilian bank was collecting 

and putting aside worn and clipped coins, he claimed, Naples, the only mint in the kingdom, was 

skimping on the supply of new ones, so that doing the shopping had become difficult.47 Naples 

retorted that Sicilian merchants had already been able to collect large sums of new specie from the 

mainland and that now they were attempting to also get their hands on the small pieces, in order 

to fully renew the island’s coinage. Sicilians, the Regent of the Neapolitan bank suggested, were 

spoiled and incompetent. Unlike its judicious sister in Naples, the Bank in Sicily had probably 

given away the new coin as soon as it got it; Sicilians had become fussy about monies and were 

now dumping the old coin either on their bank or the mainland. Moreover, he added, in future 

Sicilian clerks could also take the trouble to sort the good and bad coins they were sending to the 

Bank in Naples so as to have the latter reminted.48 

Two years later, however, the Ministry for Sicilian Affairs was once again urgently 

requesting new small change, the scarcity of which was hampering retailers and imperilling public 

order.49 Naples reminted the old coin shipped from Sicily, yet by that time the monetary situation 

had come under strain in the capital too. The Bank of the Two Sicilies had disbursed handsome 

sums of new coin to pay the Swiss Guards and to purchase grain in Malta. Big merchant houses 

and public administrations alike all required new coin from the Bank, which instead had to accept 

old, still receivable coin without being able to return it. Now that he did not have to lecture 

Sicilians, the Regent regretfully admitted that the preferential treatment given to the wealthiest 

clients had accustomed them to shiny, smooth coins and prompted moneychangers to buy them up 

from public offices and merchant houses. As a result, old coins, driven out of the market, piled up 

in the Bank’s vault. Those who in disregard of the law did not accept old pieces had to be 

punished, he maintained, otherwise the Bank’s new stocks would soon be depleted and the 

government would be either faced with mounting outcry or forced to undertake a costly 

recoinage.50 As usual, the Ministry of Finance, eager to please everybody, issued and reaffirmed 

strict rules which time and again it authorised the Bank to breach in favour of a privileged clique; 

the Bank, depending on circumstances, vouched for the integrity of its clerks or admitted their 

infringements; Naples rebuked Sicily for the same faults it itself had, while Sicily grumbled about 

Neapolitan neglect. 

From 1858 onward, the Bank’s Regent in Naples was pestered by frequent requests for large 

sums of new coins for grain imports or other expenses from its main clients, like Rothschild, 

Meuricoffre, Sorvillo and Forquet.51 The Bank was instructed by the Finance Minister to pay for 

two-thirds with old coin but to no avail, as this was deposited again and again until the depositor 

was able to collect a sufficient amount of new coin, with the inevitable result of slowing down the 

Bank’s services.52 In spring 1860 almost every week Rothschild withdrew heavy bags of new 

coin, purportedly to serve foreigners, diplomats and royal guests like the King and Queen of 

Prussia and the Grand Duke Konstantin of Russia and his wife. On 1 May, however, the Regent 

could only partly meet Rothschild’s requests, since he was equally pressed by the Royal 

Household and Sicily.53 In the following weeks, while Garibaldi was advancing through Sicily, 

                                                                 
47 ASN, MF, I rip., II car., b. 13587, Cassisi to the Finance Minister, Naples 18 Aug. 1857. 
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requests from the main merchant houses became more and more frequent, although the Bank did 

not even have enough new coin to accommodate those coming from the island for the Navy.54  

In a month’s time, withdrawals from the Bank had ‘increased unspeakably’. Cashiers and 

accountants alike were overwhelmed and daily activities disrupted.55 In early June customers 

loudly complained that they had to wait a long time only to receive old or bad coins, while 

moneychangers were given the good ones in advance.56 The Finance Minister urged the Bank to 

keep a close eye on its cashiers as well as to persuade the clients of the Discount House to 

moderate their requests. 57  However, as the Bank’s Accounting Department made clear, that 

‘immoderate daily outflow’ was not due to the general public but was instead a speculative run 

orchestrated by the main merchant bankers and moneychangers in order to send money abroad 

and take advantage of the favourable exchange rate. If this ‘intolerable speculation, very 

profitable for a few’, was not timely stopped, the Chief Accountant admonished, it would have 

‘fatal consequences’ for both the government and the public.58 The same diagnosis had already 

been made by the Regent, who accused speculators of relying on distinguished people to attain 

their ends.59 Cashiers, he said, were not to blame; unable as they were to please everybody, they 

were simply slandered by speculators. The latter, besides wangling new coin away from all tax 

collectors, were spreading alarming rumours. Every day merchants were withdrawing money, 

either directly or through high-profile straw men, each time shamelessly denying having done so 

the day before. The Bank had already weathered such storms in 1821 and 1848 and the Regent 

was not so much concerned about rumours as about the decreasing quality of the Bank’s reserves. 

The kingdom’s new currency was so ‘precious’ that it was sent abroad, yet the old one was not so 

bad as to be ‘capriciously’ refused. Those who did so, he urged, had to be criminally prosecuted 

according to the existing laws.60    

At the same time, the Finance Minister appealed rather clumsily to the local Chamber of 

Commerce to make Neapolitan merchants finally listen to reason. Ascribing the ‘considerable 

exportation’ of both foreign and domestic coin to a seasonal trade imbalance, the Ministry 

affected confidence that ‘those circumstances, exclusively local’ would soon reverse with the new 

harvest. Nonetheless, bankers and merchants had to realise that further exports of specie would be 

detrimental to their own business and might force the Discount House to restrict credit. The main 

merchants had therefore to use their influence to clamp down on ‘an ill-founded disquiet’, help 

raise ‘confidence in the helpful measures’ the government was going to take and induce the 

trading community to keep calm and resist ‘vague and indefinite apprehensions’ so detrimental to 

economic prosperity.61 The ministerial self-contradicting rhetoric proved unconvincing. A few 

days later the Regent received a report from Natale Sorvillo, a prominent merchant and one of the 

Bank’s governors, advocating a ban on specie exports. Capital outflows, he claimed, were due to 

panic and arbitrage, as speculators profited handsomely by exchanging Southern silver with 

foreign gold. The Two Sicilies, on a silver standard, were in fact a large reservoir of the white 

metal at a time in which this was in high demand to settle international trade with Asia. Silver, 

                                                                 
54 Ibid. 
55 ASBN, PBDS, AD, App., 31 (ex 53), f. 5, accounting department of the First Bank of the Court to its 

President, Naples 9 June 1860. 
56 Ibid., AD, b. 414, f. 8, Minister of Police to the Finance Minister, Naples 4 June 1860. 
57 Ibid., Finance Minister to Cesavolpe, Naples 5 June 1860. 
58 Ibid., App., 31 (ex 53), f. 5, accounting department of the First Bank of the Court to its President, Naples 

9 June 1860. 
59 Ibid., AD, b. 414, f. 8, Cesavolpe from home, 4 June 1860. 
60 Ibid., Cesavolpe to the Finance Minister, 6 June 1860. 
61 ASN, MF, I rip., II car., b. 14338, Ministry of Finance to the Advisory Chamber of Commerce, 5 June 1860.  
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therefore, once sent out, was unlikely to return, unless at a very high price; hence the government 

had to issue a ban on specie exports like in 1848. Otherwise, he warned,  

while new and good piastres are demanded today, once these run out, the old ones will be 

requested, and, finally, small coin, leaving our Royal Banks stripped of cash and our notes 

exposed to sure depreciation. And an example of this truth can be clearly seen in the 

proceedings of the House of Ronthschild [sic].62 

Countries with proper banks of issue like France, Britain and the Netherlands could stop the 

bleeding by raising discount rates, he argued, while this was not the case in Naples with its 

deposit bank, even more so as the capital flight was partly politically motivated.63 In late June the 

situation had deteriorated to such an extent that a temporary ban on specie exports was imposed, 

acting on Sorvillo’s advice.64  

Naples, with its lively trade, its well-informed bankers and its moneyed bank, was the natural 

nidus of a monetary disease due, at its onset, to speculation rather than fear. However, contagion 

quickly spread across the country as the war began taking its toll. Already by late May, a 

perceptibly scared Minister was issuing a circular to all intendants to safeguard monetary 

tranquillity. In full denial, the Minister declared ‘implausible … that under any circumstances the 

unshakeable trust’ always placed in the Bank’s deposits ‘may wane in the least’. ‘Whatsoever 

fear’, he continued in a convoluted Italian, 

even a remote one, of the least wariness ought to be most alien to whoever’s mind, especially 

now that so much care is being taken by Our most provident and Beloved Sovereign (May 

God Save Him) to constantly increase the utility and the advantages of banking institutions, 

also in the provinces, fruit of the High wisdom … of HM. 

Intendants, moreover, ought to prevent any ‘unworthy practice’ regarding the change of fedi into 

coin and regularly submit detailed reports on the situation to the Ministry. At first, much to the 

Minister’s relief, reassuring news came from the province of Abruzzo Ultra Primo, where fedi 

were ‘truly anxiously sought for’; in Secondo Abruzzo Ulteriore and in Abruzzo Citeriore, too, 

they were traded at a premium. The same happened in Capitanata, where trust in fedi was 

‘boundless’, although, as the Provincial Intendant remarked in pleading for the establishment of a 

local bank branch, only those from Naples were circulating in the province, since the 

neighbouring branch in Bari, for which the province had nonetheless to pay, was utterly useless 

given the total lack of cross-regional trade. Things were fine in Molise as well, although there, 

too, fedi from Bari were rare as usual. In Basilicata monetary matters were also in order, albeit the 

local Receiver General had sometimes to use his own money to exchange fedi. In Principato 

Superiore, just a few, later ‘come back to their senses’, had at first panicked, but cash was actually 

lacking and funds from Naples were needed to reassure ‘some visionaries’. Since no money came 

from the capital and the province had to use what little was available for the military, public faith 

                                                                 
62 Ibid., App., 31 (ex 53), f. 5, Sorvillo to Cesavolpe, Naples 10 June 1860. Although Sorvillo dismisses 

trade in his analysis, it is clear that silver appreciation boosted imports and that selling imported 

merchandise domestically against silver was a way to both increase profit margins from the domestic re-

sale of imports and get hold of further silver to sell profitably abroad.       
63 Ibid., Sorvillo to Cesavolpe, Naples 12 June 1860. It seems, however, that here Sorvillo is implicitly 

overstating the difference between a bank of issue and a deposit bank. To defend its reserves, a bank of 

issue would raise its discount rate to reduce the issue of banknotes against new loans, yet it would always 

be liable to redeem those already issued. Similarly, a deposit bank using part of its deposits to discount 

would need to increase discount rates to decrease specie disbursements or the issue of unbacked notes, 

while it would be equally liable to repay deposits on demand. Because of fractional reserves, runs could 

bring both kind of banks to their knees.  
64 RD 23 June 1860, no. 930, in Coll. LL. DD.                          
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had started to be shaken by ‘vulgar suspicions’. Only in Bari there had been a veritable run on the 

local bank branch at the news that the change of fedi and discounting of bills from Sicily had been 

suspended: depositors did not quieten down until they were assured that the ban had in fact been 

lifted.65  

Once the discount houses of Palermo and Messina had finally been established in late 1858, 

the recently-crowned King Francis ordered that the exchange of notes between island and 

mainland should be resumed and authorised the mutual discount of bills between Naples, Bari, 

Messina and Palermo. 66  The new decree, due to enter into force on 1 January 1860, was 

unwelcome to the Neapolitan bank, highly disinclined to enter into ‘trades of boundless trust 

under bad auspices’ with its twin sister in Sicily, thus risking frustrating the king’s ‘paternal’ 

plans and jeopardising the safety of deposits. The Bank attributed its reluctance to the winds of 

war blowing across Italy, but failed to convince a government resolved upon forcing the issue, 

used as it was to the Bank’s frosty attitude towards banking reforms in the provinces.67 History 

soon vindicated the Bank, however: in late May 1860 the Finance Minister gave the order to 

suspend banking relations with Sicily, only to backtrack the day after and then to reiterate the 

original order a fortnight later, after Garibaldi seized Palermo.68  

With the enemy at the door, the monetary system began to crumble in the provinces as well. 

All over the country central and local authorities endeavoured to enforce criminal laws against 

discrimination between old and new coin.69 The monetary idyll in Abruzzo came to an end when 

the money bags sent from Naples to pay the troops were found to be full of old, worn coins. At 

the end of June in Basilicata fedi conversion into specie was ‘paralysed’, as specie had to be used 

to pay the troops. The central government had no money left to aid the provinces and was only 

able to issue stern circulars putting pressure on intendants to cover government outlays on the one 

hand, and ensure fedi convertibility without any help from the capital on the other.70 Intendants, 

for their part, put pressure on local receivers, who, in turn, could not depart from the general rule 

that the latter duty was subordinated to the former. Thus, military emergency simply unmasked 

the irreconcilability of goals on which the national payment system rested. 

In a poor province like Secondo Abruzzo Ulteriore, its intendant remarked, there were never 

surpluses to change fedi; hence, he concluded, conversion could only be ensured if fedi were 

partly used for public outlays and some cash saved for their conversion. Yet the Minister could 

not acquiesce to his proposal, while nonetheless insisting on note conversion.71 In Lagonegro, 

Basilicata, to spare cash and get rid of fedi, people were dumping them on tax collectors with the 

                                                                 
65 ASN, MF, I rip., II car., b. 14338, circular to the Intendants, Naples 24 May 1860; ibid., Intendant of 

Abruzzo Ultra Primo to the Ministry of Finance, Teramo 29 May 1860; ibid., Intendant of Secondo 

Abruzzo Ulteriore to the Ministry of Finance, Aquila 29 May 1860; ibid., Intendant of Abruzzo Citeriore to 

the Ministry of Finance, Chieti 28 May 1860; ibid., Intendant of Capitanata to the Ministry of Finance, 

Foggia 26 May 1860; ibid., Intendant of Molise to the Ministry of Finance, Campobasso 2 June 1860; ibid., 

Intendant of Basilicata to the Ministry of Finance, Potenza 30 May 1860; ibid., Intendant of Principato 

Citeriore to the Ministry of Finance, Salerno 26 May and 2 June 1860; ibid., Intendant of Terra di Bari to 

the Ministry of Finance, Bari 29 May 1860. 
66 RD 15 Sept. 1859, no. 331, in Coll. LL. DD.              
67 ASBN, PBDS, AD, App., b. 37 (ex 59), f. 4, Cesavolpe to the Finance Minister, Naples 9 Nov. 1859; 

ibid., Ministry of Finance to the Bank, Naples 14 Nov. 1859. 
68 Ibid., Ministry of Finance to the Regent, Naples 23 and 24 May and 9 June 1860. 
69 ASN, MF, I rip., II car., b. 14338, Finance Minister to the Minister of Justice, 20 June 1860; ibid. 

Intendant of Prima Calabria Ulteriore to the Ministry of Finance, Reggio 20 June 1860. 
70 ASN, MF, I rip., II car., b. 13594, Marshall Pianell to the Ministry of Finance, Giulia[nova] 26 June 

1860; ibid., b. 14338, Intendant of Basilicata to the Ministry of Finance, Potenza 24 and 30 June 1860; 

ibid., ‘Circolare agl’intendenti: perché procurino di facilitare il cambio delle polizze’, Naples 30 June 1860.  
71 ASN, MF, I rip., II car., b. 13590, correspondence between the Ministry of Finance, the Intendant and the 

Receiver General of Secondo Abruzzo Ulteriore, 12–23 June 1860. 
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result that no coin was left to pay 2,500 road workers. But once tax collectors stopped receiving 

fedi in order to collect enough cash to give to these road contractors, the sub-intendant had to step 

in and withdraw the measure in order to avoid public outcry as well as fedi depreciation. As a 

reward for his well-intentioned attempts, the sub-intendant was scolded for regarding state needs 

as of lesser importance than private ‘ill-founded claims’.72 In Calabria there was no money to pay 

the troops. The province was awash with fedi for the seasonal purchase of silk cocoons as well as 

fedi from Sicily, which the bearers tried to convert despite the decreed suspension of fedi 

exchange between island and mainland. In a vain attempt to convert them, people stormed public 

offices, which, for their part, lacked the money to honour even public payment orders, while the 

local Receiver General had to pay public servants with private monies.73 

Things soon started to go downhill in Bari as well, where the only branch of the Bank of the 

Two Sicilies was located. In its early days, as a sign of its goodwill, the branch had been willing 

to accept dubious coins – which ‘plagued the province’ – lest it ‘dismay’ the public, ‘not yet used 

to banking customs’. Since January 1860 copper had almost disappeared from local circulation 

and was instead accumulating in the branch, probably due to depositors shipping copper-

denominated fedi to Naples or elsewhere. By May the branch’s copper reserves were so large that 

they threatened the safety of the vault’s ceiling, making the branch and the local economy as a 

whole perilously vulnerable as Garibaldi approached.74 As early as the first week of June the 

branch had to cope with a run on its deposits. Besides restricting credit, it was authorised by 

Naples, now unable to come to its rescue, to refuse fedi from the capital and to change those 

denominated in silver with copper. The branch, however, was reluctant to take such draconian 

measures, so Naples had nonetheless to send some silver. In August, as local tax revenues dried 

up and military expenses increased, the branch again summoned assistance.75 

At the end of the month tens of thousands of ducats were withdrawn in a matter of days for 

fear that the government might seize private deposits. The same had already happened in Palermo 

before Garibaldi arrived, where the Bank’s reserves had been partly depleted by depositors and by 

General Lanza, instructed to withdraw and send to Naples 720,000 ducats belonging to the state 

(see Chapter 24). 76  Now, due to misunderstandings about a telegram from the government 

ordering the withdrawing troops to carry with them, not private, but its own deposits, panic broke 

out in Bari too. Baresi were, moreover, unreasonably hard to please and demanded both their 

deposits paid back in good coin and uninterrupted discount of their bills, so that both local and 

central authorities were at their wits’ end in trying to figure how to placate them and keep order. 

Fearing a wave of bankruptcies, the bank branch refused to suspend discounting as instructed 

from Naples, warning the Regent rather intimidatingly that, if until then the region ‘had not let 

itself be dragged along by the current of present novelties’, this had been largely to avoid a credit 

crunch. Although the situation had also spiralled out of control because of Bari’s refusal to take 

action in good time, as the Regent maintained, Bari at last obtained the authorisation to partially 

roll over the bills. Amid all the turmoil, the day before Garibaldi’s triumphal entry into Naples the 

                                                                 
72 Ibid., b. 13594, Sub-Intendant of Lagonegro to the Ministry of Finance, Lagonegro 27 and 30 June 1860; 

ibid., Finance Minister to the Sub-Intendant of Lagonegro and the Intendant of Potenza, Naples 20 July 

1860; ibid., the Receiver General to the Finance Minister, Naples 9 July 1860.   
73 Ibid., Marshall Ritucci to the Ministry of Finance, Castrovillari 26 June 1860; ibid., Intendant of Calabria 

Ultra Seconda to the Finance Minister, Catanzaro 12 July 1860. 
74 ASBN, PBDS, AD, b. 470, f. 5, Duke of Toritto to Cesavolpe, Bari 3 Feb. 1860; ibid., correspondence 

between the Bari branch and the Bank, Jan.–May 1860. 
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76 ASN, AB, b. 1692, ‘Memorie e documenti per la storia del reame delle Due Sicilie, 1859–60’, Ch. V, p. 325. 
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Bari branch also had to resist a request by the unknown captain from a mysterious French 

steamship to entrust him with its deposits.77  

The situation continued to worsen under the new government: in late September the silver 

reserves of the branch were solely composed of bad coins that depositors had previously cast off 

into its coffers, fedi were rapidly depreciating and people lacked decent coins to buy everyday 

necessities. Moreover, the ‘Unvanquished Dictator’ might well issue empty decrees about  

resuming the mutual exchange of fedi and bills with Sicily, but, the branch complained, the hard 

truth was that it had no means of complying with them.. In early October the Bank in Naples 

finally promised 50,000 instead of the requested 200,000 ducats to Bari, since the amount of 

reserves there too was ‘unflattering’. Nonetheless, in January 1861, as the South was further 

sinking into lawlessness and factional violence, Bari was still waiting for its due, as were the 

headquarters for an armed escort for the convoy.78   

The liberating army had brought no monetary deliverance. In Capitanata, shopkeepers were 

paid with Austrian and Papal currency by Piedmontese soldiers impervious to their complaints. 

Yet in Foggia there were neither moneychangers nor merchants trading with Austria or the Papal 

States. The local governor’s request to the Finance Minister to allow the provincial receiver to 

change the coins without charge went unheard and Apulian retailers were left with the option of 

sending their earnings to moneychangers in Naples or, which was possibly the same, resigning 

themselves to their loss.79 In Catanzaro and Foggia old coins were still refused.80 Thus, as on 24 

September 1860 the ‘Glorious Dictator’ was informed by a distressed, yet trusting Filippo Sierro 

from Catanzaro, money change had become an ‘inexpressible agony’, for even legal coins were 

refused on the pretext of being old, clipped or worn. 

Hence, he denounced, the poor wretched who unwarily ended up owning such coins ofttimes 

remain unable to feed themselves.81 

 

 

 

 

  

                                                                 
77 ASBN, PBDS, AD, b. 470, ff. 4, 5 and ASN, MF, I rip., II car., b. 13596. 
78 ASBN, PBDS, AD, b. 470, b. 5; ASN, MF, I rip., II car., b. 14332. 
79 ASN, MF, I rip., II car., b. 13608, Governor of Capitanata to the Ministry of Finance, Foggia 20 Oct. 
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80 ASN, MF, I rip., II car., b. 14338. 
81 Ibid., Filippo Sierro to Garibaldi, Catanzaro 24 Sept. 1860. 
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The Lira: 

Token of National (Dis)union 
 

 

 

The public constantly refuses the Italian currency.  

MICHELE AVITABILE
82 

 

In the South, monetary matters continued to be an ‘inexpressible agony’ for years. The new state 

was well aware of the symbolic power of a single currency. Though fleetingly, the lira had 

already been minted all over Italy during the 1848 revolutionary interlude as a token of national 

unification (see Chapter 4). Thus, it was a highly symbolic gesture when, just one day before 

Garibaldi’s landing in Calabria and roughly two months before the annexation plebiscites in the 

South, Pro-dictator Depretis decreed the Italian – or better, Piedmontese – lira to be the new 

currency in Sicily. As lire, however, were still a fantasy on the island, in their stead the old coins 

of the Italian provinces recently snatched by the House of Savoy were allowed to circulate, 

although without being legal tender, a temporary privilege granted instead to the old Bourbon 

currency. Moreover, as a homage to Sicilian sensibilities, reminiscent of their failed endeavour in 

1848, the Italian lira was to be patriotically struck in the Mint of Palermo.83 Needless to say, the 

glorious mint was reopened just as it had been twelve years before – on paper only. After a while, 

it would be first discreetly turned into a ‘Department for the Exchange of Golden and Silver Doré 

Bars’ and then definitively shut down in 1864 due to its complete lack of activity.84  

Although in principle monetary unification was to be a tangible sign of the accomplishment 

of the Risorgimento and the much longed-for creation of a common fatherland, in practice it came 

to embody their failure. Money was the most widespread institution of all, percolating into all 

strata of society and crossing regional boundaries. By its very nature, the lira could unite all 

Italians much more than an official language – Italian – which not even the king spoke at home. In 

this, it was arguably second to none, not even to Catholicism, a bond of ‘Italianness’ that since 

1848 the anticlerical Piedmontese and later Italian government seemed keener to slacken rather 

than strengthen. Yet, precisely because money was so universal and affected all regions and 

classes, the monetary havoc experienced by Italians – in particular the poorest and the Southerners 

– in the first decade of the new kingdom was a daily reminder of the nation’s lost illusions.  

The choice, however rational given the trade relations with France, to adopt the Piedmontese 

lira, equivalent to the franc, as the currency of the new state, marked the subordinated status of all 

conquered regions with respect to old Piedmont, along with many other far less rational decisions 

like the crowning of Victor Emmanuel as ‘the Second’ and not ‘the First’ King of Italy, or the 

wholesale replacement with Piedmontese legislation of better provisions from the former Italian 

states.85 The lira was the official currency only in the Kingdom of Sardinia and the tiny Duchy of 
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Parma. In the rest of Italy, silver and non-decimal currencies prevailed. 86  The Piedmontese, 

Ligurians and Sardinians – Savoiards had been left behind – were thus the privileged few who had 

to change neither the money in their pockets nor their reckoning and accounting. 

Furthermore, apart from this nasty, yet predictable, discrimination, the ‘monetary record’ of 

early Italy was particularly poor. True, having one single currency for the whole country was a 

fundamental step towards the creation of a common market, but monetary mismanagement was at 

the same time one of the heaviest burdens Italians had to shoulder. As we shall see, it soon 

became clear that, in monetary terms, ‘Italy’ meant paper inconvertibility and, what was even 

worse, dirty and often forged-paper inconvertibility, besides (paradoxically in a system dominated 

by the printing press) a severe shortage of small-denomination means of payment (see Chapter 

32). The crucial importance of note issue was also at the heart of the Banking Question, which so 

deeply contributed to rekindling and keeping alive regional rivalry. Monetary failure was 

particularly evident in the South, where the arch-enemy of the National Bank – namely the Bank 

of Naples, formerly the Bank of the Two Sicilies – was headquartered and where monetary 

unification, not least because of their feud, took exceptionally long to achieve. It was also more 

bitterly disappointing than elsewhere, since, if there was a vice the Bourbons were never blamed 

for, it was monetary profligacy.  

The choice of a French-Piedmontese bimetallic system, though far from uncontroversial, 

advantaged both the victors and their bank, which did not have to adjust the composition of its 

reserves. From the very beginning, however, in the North, where like in France silver was rapidly 

disappearing, the new system was nothing more than a limping gold standard cloaked in 

bimetallism, while in the South it became a monetary chimera mixing actual Bourbon circulation 

and Italian legal provisions largely detached from reality. Due to its discovery in California and 

Australia and to Europe’s growing appetite for silver to finance its Asian trade, gold had been 

depreciating since 1848 and the standard ratio of 1:15.5 no longer matched market prices when 

Italy adopted it.87 Therefore, to prevent silver from disappearing from the whole country, pending 

full monetary unification gold coins were temporarily made legal tender only in those regions – 

with the exception of Sicily, see below – where they already were. Preserving two monetary areas 

within the same country, a bimetallic and a silver one, created literally golden opportunities for 

arbitrageurs to buy silver in the North at the favourable legal rate and sell it back in the South at 

market prices, with the obvious consequence of reinforcing the currency polarisation within the 

country – a polarisation which was counterbalanced only by the (Northern) Treasury paying in the 

South with its own currency (gold) and the ongoing outflows of silver to finance international 

trade.88  
 

                                                                 
86 De Mattia, R., Moneta, credito e finanza nel processo di formazione e di evoluzione dello Stato nazionale 

italiano contemporaneo: sintesi storica del periodo 1845–1993 (Roma, 1994), pp. 12–5. On the 

classification of the Bourbon system as non-decimal, however, see Chiaruttini, ‘The Lira’, p. 4, fn. 13. 
87 It is worth stressing, however, that until the 1870s the fluctuations of the gold-silver exchange rate were, 

in hindsight, mild. For a careful analysis of the workings of the bimetallic system, see Flandreau, M., The 

Glitter of Gold: France, Bimetallism and the Emergence of the International Gold Standard, 1848–73 

(Oxford, 2004); id., ‘The French Crime of 1873: An Essay on the Emergence of the International Gold 

Standard, 1870‒80’, in Journal of Economic History, 56, 4 (1996), pp. 862‒97.    
88 See Chiaruttini, ‘The Lira’, pp. 10–1 and Fratianni and Spinelli, Storia monetaria, pp. 155–7.  
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FIGURE 4.4. Total silver circulation (left) and gold and silver coin as percentage of total coin 

circulation (right), 1859–61. Source: see Chiaruttini, ‘The Lira’, p. 10. 

Unifying the monetary system under the pressure of political events, in a country divided into 

different systems harmonised by no previous agreement, at a time of international arbitrage, was 

about as easy as squaring the circle. There was no easy solution at hand and whatever policy the 

government adopted (bimetallism versus monometallism, different bimetallic ratios, etc.) would 

necessarily give rise to discontents and create winners and losers. On the one hand, gold was the 

future, its proponents were already claiming. And it was definitely cheaper than silver in those 

years – no trifling advantage to an externally indebted state, although its very nature made it a less 

fashionable argument in public debates. Introducing bimetallism with an outdated gold-to-silver 

ratio was tantamount to charging speculators with the task of adopting the gold standard, while 

sparing the government the trouble of a radical change of regime. On the other hand, pending a 

costly recoinage, the government could not simply let speculators make a clean sweep of Italian 

silver in exchange for whatever gold currency was on sale on the international market, not only to 

prevent even greater monetary disorder but also because the disappearance of silver might 

eventually result in a shortage of fractional currency. A transition had to be achieved, but this 

proved incredibly difficult in a country plagued by capital flight, extraordinary military expenses, 

a patchwork of monetary regimes and a political unity which was as fresh as it was questionable, 

with Cavour’s moderates dominating the North and Garibaldi’s Left – however awkwardly – in 

the saddle in the South.  

As a result, the South found itself from the very beginning in the eye of a monetary 

maelstrom made still more whirling by the inconsistent governance resulting from the inner 

conflict between Left and Right. For his part, Cavour was convinced that gold would ultimately 

win the day and in December 1860 he was already instructing Scialoja, then heading the 

Department of Finance on the southern mainland, to fix the exchange rate in such a way to 

accelerate the inevitable substitution of silver with gold, a trick he had already deployed in 

Lombardy, he boasted, ‘in spite of the Lombards themselves’. 89  Yet, as Scialoja fervently 
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protested, how was it thinkable to start such a swap from the South, a country where ‘the one and 

only currency [was] silver’?90  

That silver could not simply be driven out of the market was much clearer to a Neapolitan 

politician like Scialoja, sweating and struggling day-to-day in the South, than to a Turinese like 

Cavour, pulling the strings from the Alps. It was also clearer to the Southern émigrés who had 

come back with Garibaldi. In Naples, as in Sicily, Garibaldi had lost no time in declaring the lira 

the new currency of the South.91 More respectful of local conditions than Cavour would have 

been, however, the decree only mentioned the silver lira, so that ‘Northern’ gold was not made 

legal tender there. This decree, however, was more than just another parade of nationalism with 

little substance behind it (after one year, silver lire were allegedly still ill-received by the Bank of 

the Two Sicilies itself).92  First, it put Sicily and the southern mainland under two different 

monetary regimes, a disparity made possible by the fact that mainland and island were ruled by 

two separate temporary governments until 1862. Strange as it may sound, unlike the Neapolitan 

one, the pro-dictatorial government in Sicily had in fact made gold legal tender from the start, for 

garibaldini had arrived bringing with them nothing but gold. (Although, to complicate things 

further, the wording of the decree was so ambiguous that until 1862, apart from to those who had 

promulgated it, it was still unclear to many – including Sicilian Filippo Cordova, then Minister for 

Agriculture, Industry and Trade – whether the decree actually provided for a bimetallic standard 

or simply allowed gold coins to be minted without making them legal tender.)93 

Second, postponing the adoption of bimetallism eventually destabilised the very system it 

tried to defend, as it proved unable to stop arbitrage and specie outflows. The old silver currency, 

a report of September 1861 noted, continued to be exported ‘abroad, as well as to Sicily and 

Malta’. However, it was not simply a ‘monetary turn-over’, with silver pouring out and gold 

pouring in: the real trouble for the South was its now adverse balance of trade, which was 

resulting in a worrying depletion of legal tender. 94  Furthermore, as usually happens, foreign 

transactions were settled in good rather than bad coin. Due to capital flight, trade deficits, 

speculation and hoarding, good silver coin had almost completely disappeared: ‘everywhere’, a 

newspaper complained, only ‘old, corroded and worn coins’ were to be found. Speculators had 

swapped silver for napoleons, yet this could do but little to improve monetary conditions: the 

circulation of gold coins was hindered as they were not yet legal tender and moreover they were 

too valuable to replace silver in small transactions.95  

If arbitrageurs and moneychangers had reasons to rejoice about monetary chaos, this was not 

the case for everyone else, including the Bank of the Two Sicilies and the National Bank. Legally 

speaking, the former just had to stick to the letter of the law and accept silver lire. In practice, 

however, the government expected a more pliant attitude, like accepting – but without being 

allowed to redistribute – old coins from other provinces and golden lire at their official exchange 

rate, as well as Piedmontese copper coins brought in by the army. Yet bending, for the Bank, 

meant breaking. Against a circulation of 22 million ducats – roughly equal to 93 million lire – one 

year after the South’s conquest the Bank, including Bari, had reserves for just 5.5 million ducats, 

of which 1.5 million in eighteenth-century pieces to be recoined, plus an unspecified quantity of 

clipped and worn coins, besides coins of the lowest denominations which the public hardly 
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accepted. ‘The present condition of the Bank’, its new President Marquis Avitabile reminded the 

Ministry of Finance, ‘is a far cry from the old times’: ‘the Bank, from being flush, [had] gone to 

pinched and straitened’, while its clerks, forced to pay with very small coins, had become the 

everyday target of moans and groans by a clientele ignoring that the Bank had nothing better to 

give. Such pliability from the Bank could be expected only after the Treasury had repaid the many 

millions owed to the Bank itself, Avitabile suggested.96 Meanwhile, the discount committee of the 

Discount House, voicing the concerns of Neapolitan ‘trade and industry, already too harshly hit 

by the present circumstances’, was asking the Lieutenant Government to steal the central 

government’s thunder and declare gold legal tender.97  

To release monetary tensions, public offices were already accepting payments in gold. Thus, 

gold inevitably flew from the Treasury into the coffers of the Bank, which in turn was unable to 

further unload it on the public.   

I must tell you, Avitabile reported to the Ministry, that the public constantly refuses the 

Italian currency … , nor is there a way to prevail upon it without serious inconveniences, 

which, as you know, ought to be always avoided, and the reason of such refusal is indeed 

that, once one wants to spend it, that currency is turned down by the market. 

As silver was traded at a premium on the marketplace, both the Treasury and the Bank’s debtors 

used to pay the Bank with gold at the official, arbitrage-friendly exchange rate while withdrawing 

silver, so that the Bank, in its own words, instead of ‘money’ was just amassing ‘metal’.98 Despite 

concerns over specie exports and arbitrage, silver in the South was hard to dislodge. As late as 

1864 the Bank of Sicily was still lamenting that royal decrees and reality were oceans apart. At 

that time, everybody wanted gold coins, formerly so much despised, but they were simply 

nowhere to be found. The law of 24 August 1862, formally unifying the monetary system, was 

but wishful thinking, for recoinage of gold was trailing behind and the Bank could only pay its 

irked customers – among which the National Bank99 – with small silver coins.100 

If the Southern banks cried, the National Bank had no reason to laugh. As we shall see, the 

latter had lost no time in opening a branch in Naples, yet this was doing very little business. The 

main reason was that the bank’s reserves, coming from the North, were mainly in gold. To 

compete on the Southern market, the National Bank had imported some crazily expensive silver 

from Paris, yet it soon became clear that it could not swim against the tide.101 Since it couldn’t 

win speculators, true to form, it joined them by starting to sell its silver holdings above the official 

tariff, a behaviour judged by some of its own regents so unbecoming of its standing that it had to 

stop it, much to Bombrini’s regret.102  

Gold was not the only source of trouble, however. The new small coins, in bronze instead of 

copper as formerly in the South, soon became another issue The government was anxious to put 

into circulation the bronze coins ‘that the public [had] long since heard of’.103 The conversion 

rates of copper into bronze and vice versa were however far from perfect and implied nontrivial 

losses, to the extent that in late 1862 the Bank of the Two Sicilies – by then the Bank of Naples – 

                                                                 
96 ASBN, PBDS, AD, App., b. 24 (ex 46), Avitabile to the Ministry of Finance, Naples 27 Aug. 1861. 
97 Ibid., the Bank’s Discount Committee to the Ministry of Finance, Naples 17 Sept. 1861. 
98 Ibid., Avitabile to the Ministry of Finance, Naples 7 Oct. 1861.  
99 See Ch. 32. 
100 ACS, MAIC, CP, IBS, b. 474, f. 2303, Radicella to the Finance Minister, Palermo 26 Jan. 1864. By that 

time the branch in Palermo had only 2.5 million gold and that in Messina no gold at all.  
101 Ibid., b. 432, f. 2230, Bombrini to Moncafi, Turin 21 Dec. 1861. 
102 ACS, MAIC, CP, IBS, b. 432, f. 2230, Del Castillo to the Finance Minister, Naples 7 Dec. 1861; ibid., 

Bombrini to Moncafi, Turin 21 Dec. 1861. 
103 Ibid., Ministry of Finance to the Bank of Naples, Naples 9 Sept. 1861. Bronze coins were declared legal 

tender by the RD 17 July 1861, no. 114, in Racc. Uff. LL. DD. 



195 
 

was still concerned about the fraud possibilities this imperfect conversion opened up for its own 

staff.104 It is therefore unsurprising to read in a report of 1863, revealingly titled Report of the 

Municipal Commission to Study the Causes of Popular Clamours Against the New Bronze 

Currency, that people were unwilling to part with their copper holdings, as they would suffer a 

loss of between 4 and 40 per cent.105 Hence the limit for the conversion of copper coin, originally 

fixed for 1 October 1862, had to be, little by little, extended to August 1864.106 

In March 1862 gold was finally made legal tender everywhere. This provision, fervently 

demanded by Neapolitans, did not only put the southern mainland on the same footing as the 

North but re-established monetary uniformity with Sicily. Several months later, with the Law of 

24 August 1862, the national monetary system was fully unified, at least legally. The new law, 

however, resulted in further losses for ducat holders, as it decreased the mint standard of the lira 

while maintaining the exchange rate between lire and ducats originally set by Garibaldi.107 In 

summer 1864 it was further decreed that a number of coins of the former Italian states would 

cease to be legal tender by 30 September, yet the list did not include the Bourbon currency, still 

omnipresent and which lost this privilege once and for all only in late 1885.108 Ironically, Murat’s 

écu, equivalent to the 5-lira coin and as such legally recognised since 1861, outlived its Bourbon 

rival and was abolished only in 1928 by Mussolini, as a sort of belated revenge of the Bonapartist 

regime. 

For the first years after annexation, the South was thus under two overlapping regimes, one 

largely imaginary and based on the lira, the other reminiscent of the old rule – quite literally since, 

pending a full monetary reform, the exiled but unresigned King Francis could continue to fund 

loyalist guerrilla with forged coin from Rome.109 Unfortunately, the imaginary regime did not 

work smoothly either. Ducats and lire were switching currencies at least since November 1860, 

when the Bank of the Two Sicilies was allowed to issue ducat-denominated fedi on lira-

denominated deposits and, vice versa, pay ducat-denominated fedi in lire. 110  Accounting 

unification for the whole country then followed as of 1 January 1862.111 Yet, as this pre-dated 

factual unification, instead of simplifying accounts, it just muddled them. For years the Bank had 

to keep, besides that in lire, separate accounting for the sheer amount of ducat-denominated notes 

– a ‘double, painful’ task that overloaded its staff and further increased its already high 

expenditure on purchase of record books.112 However, no accounting prowess could compensate 

for sluggishness in recoinage and for the ensuing persistent cleavage between real and wished-for 

circulation, which ‘inevitably’ made bookkeeping, Bari deplored, ‘an abomination’.113 Instead of 

matching monetary unification, accounting standardisation just mocked it. 
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Why, a newspaper decried, should the unity in figures, in bookkeeping not reflect an actual 

unity of money? Why should we speak of lire and cents here where there is nothing other 

than ducats, carlini and grana? Why should sums denominated in lire be collected in piastres, 

ducats, and grana … ? Why is a sordid speculation, fed by this currency exchange, preserved 

… ? … [H]ow can you expect to force people accustomed to giving credit only to realities … 

to reckon in lire and cents, while they neither have nor see lire or cents? 

Southerners were such die-hard materialists and mulish localists – the columnist suggested, 

embracing a stereotype that national unification had, rather than dispelled, viciously reinforced – 

that they would regard only coin minted in Naples as national currency, while scorning francs and 

lire pouring in from France or Northern Italy as ‘exotic merchandise’.114  

Monetary disunity upsettingly mirrored political precariousness. ‘The old currency destroyed 

de jure, circulates, in fact, alone’, warned Avitabile, and there was a risk that it would strike at the 

heart of the new order. To make his case heard in foggy Turin, he too had to exploit prejudice, 

insisting on the ‘inborn character’ of Southerners, ‘so very different’ from that of rational 

Northerners.  

Southerners – with their fevered imagination, especially the populace – need to completely 

lose sight of the old regime in order not to become enmeshed in the scheming of the wicked 

who do not cease to long for the resumption of the suppressed habits. The complete 

replacement of the old currency with the new one is therefore politically no less than 

economically imperative. … In this way, these Provinces will truly achieve monetary 

unification, which is the main symbol of the unity of the Italian Kingdom.115    

Nonetheless, as late as 1868 Avitabile, in his testimony before the Parliamentary Commission of 

Inquiry into Note Inconvertibility, would still complain that ‘the affair of money conversion has 

been left unattended on the desks of the Ministry of Finance’, fuelling monetary speculation and 

capital flight which once more threw the Southern monetary system off track. 116  Ironically 

enough, note inconvertibility – declared again in 1866 and hitting the Southern economy far 

worse than the North – in fact displaced, rather than the ducat, the lira (see Chapter 32). All 

through the 1860s the old currency was widely circulating and covetously hoarded. In 1866, as 

soon as the value of Italian rentes started to plummet (Figure B.1), it was rapidly changed for 

notes at a premium so as to buy rentes for peanuts (given a 60 per cent depreciation of rentes plus 

a 12 per cent premium on specie). The business was so lucrative that rentes were bought even 

abroad – typically on the French market, where their value was still lower – this time, however, 

not with ducats but Italian lire, the only currency internationally recognised within the Latin 

Monetary Union.117 As a result, even fractional coins were driven out of the country, while good, 

old ducats remained. 

In the mid-nineteenth century, people were no less aware of the symbolic value of a national 

currency than they are today. Monetary unification in the South was a political test the Italian 

government largely failed. While German monetary unification – although far from being 

magically accomplished in the wake of the Franco-Prussian War118 – was at least preceded by no 

fewer than three interstate coinage treaties stretching over more than three decades, monetary 
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unification in Italy was hasty and piecemeal, to say the least. In the South, the introduction of a 

new currency, which was hoped to mould national identity, soon turned into yet another source of 

estrangement. A mixture of colonisation – in the form of new coins and later of the inconvertible 

notes of the National Bank –, neglect and bureaucratic incompetence stood in sharp contrast to the 

balance achieved under the Bourbons, despite the disparity between capital cities and provincial 

towns as regards fedi circulation. Although in the long run the country as a whole benefited from 

a larger market and the international shift towards gold, there were not many Southerners at that 

time, besides speculators, who could appreciate it. For most of them, Italian unification just 

ushered in a golden age in which the silver one was sorely missed.  
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27 

The Sorcerer’s Apprentice 
 

 

 

The former ministry believed that decrees were endowed with the magical power of withdrawing the old 

currency by their own virtue … and it issued quite a number of them, indeed.  

MICHELE AVITABILE
119 

 

When in 1868 Avitabile was blaming the Ministry for its monetary fiasco, he was talking from 

first-hand experience. Director General from 1860 to 1864 of the Bank of the Two Sicilies ‒ 

rechristened Bank of Naples in January 1862 ‒, he owed his dismissal to his spirited defence of 

the city Bank. Known for his sanguine character, ‘spitting, sputtering and screaming’ when 

angered, as an unsympathetic journalist describes him,120 he had managed to keep the Bank afloat 

during the first stormy years of the new kingdom, after the Bank’s long-serving Regent, Baron 

Ciccarelli, or Marquis Cesavolpe as he was also known, was dismissed for political reasons. 

Avitabile’s bullish campaigning for the Bank, his overt and covert manoeuvring and skill in 

crafting debate over the Southern economy by rallying friendly newspapers, had won him as 

many foes as friends. Praised by the latter as a doughty champion of Southern interests and 

mocked by the former as an unpatriotic chameleon and selfish municipalist, boisterous and unfair, 

he had succeeded in winning some government support and salvaging the floundering Bourbon 

bank with colder blood and his hands more tightly tied than his critics assumed. In the aftermath 

of annexation, he had to prove the Bank’s patriotism and switched loyalty to a cash-stripped 

government while preventing its bankruptcy, besides keeping a hawkish National Bank at bay – a 

thankless task he performed rather too enterprisingly. 

The uneasy relationship between the National Bank and the Bank of Naples, examined in 

more detail in the rest of this thesis, belongs in a way to Southern folklore. In a region doomed to 

trail behind a North forging ahead, the Bank of Naples, with its glorious past, has nurtured 

Southern pride until the present time. Its eventual defeat in a contest stretching over 140 years – 

from royal proto-central bank in the mid-nineteenth century to affiliate of a Northern banking 

group in the 2000s (Figure D.1) – came to embody the South’s ‘lost cause’ against Northern 

hegemonic ambitions. Historical accounts of the fight between the National Bank and the Bank of 

Naples tend to focus on the privilege of note issue and credit competition, yet until note 

inconvertibility in 1866 it was no less a bare question of reserves.  

The Bank of Naples was dealt a hard blow by capital flight well before any attempt on its life 

by either the government or the National Bank. The bad state of its reserves, together with its non-

existent branch network, made it a vulnerable target right from the start. Its position was further 

compromised by the monetary mayhem of the early 1860s and it was definitely downsized once 

the National Bank notes alone were declared inconvertible nationwide legal tender in 1866. In the 

meantime, however, it had lost its grip on the Mint in favour of the National Bank and it was its 

inconspicuous defeat in the battle on recoinage that, with the benefit of hindsight, cost it the war. 

This was a battle fought mostly offstage, although its importance was emphatically advertised 
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post-mortem by Avitabile himself. When echoes of it – in a disingenuous campaign – reached the 

printed page, they sounded rather technocratic, though not entirely apolitical. What was at stake, 

socially and politically speaking, seemed to be the successful introduction, through recoinage, of 

an Italian currency, thus putting an end to pervasive speculation. Yet at the heart of the issue was 

Avitabile’s offensive to regain the upper hand over the National Bank and reassert the hegemony 

of the Bank of Naples in the South – and, if possible, beyond. 

The Bank of Naples, the public bank of a vanquished monarchy, had no hope of retaining its 

privileged status in a unified country. Its sole assets were its traditionally conspicuous reserves 

and the trust Southerners placed in their (until then) only, but reliable, bank of issue. By 

leveraging them, it could aspire to remain a redoubtable player. Yet reserves, and along with them 

trust, were precisely the assets the Bank was losing at a time when it most needed them. From 

March 1860 to the coronation of Victor Emmanuel a year later, it lost two-thirds of its former 

reserves with an overall loss of 14 million ducats, or 60 million lire – roughly two times the total 

reserves of the National Bank by the end of 1861 (Figures 4.5 and D.4). Thereafter, the reserves 

partly bounced back but their quality was no longer the same. In September 1862, two-thirds out 

of 11 million ducats were ‘small, disfigured and heavily worn coins’,121 nor did this situation 

improve in the following years.122 This fact darkens the rosy picture painted by the average book 

value of its reserves, still considerable in the years preceding note inconvertibility. Moreover, 

their volatility speaks volumes about the precariousness of the Bank’s position. In 1862 it had lost 

half of its total reserves, then in 1863 in a matter of months more than regained them and finally 

lost one-third of them again in 1864.    

Since late 1863 the Bank’s situation had been steadily worsening, a crisis compounded by 

attacks of the National Bank on its reserves (see Chapter 33) and the awkwardness with which the 

Italian government was implementing monetary reforms. As many as 400 million lire of Bourbon 

money (87 per cent of the South’s old coinage and more than one-third of the national total before 

unification) continued to dominate the Southern market (Figure C.1).123 New small silver coins 

had been put into circulation before the withdrawal of the old ones – whose standard was higher – 

and were thus piling up in the coffers of bankers, including the National Bank and the Bank of 

Naples, illustrious victims of clients eager to do away with them.124 While the gold it was paying 

out was not coming back, the Neapolitan bank was awash with old coins (totalling 15 million, 

more than one-quarter of its total reserves) it would have been impolitic to return. Its offer in 1864 

to pull the government’s chestnuts out of the fire by directly undertaking the conversion of the old 

Southern currency was certainly not inspired by a sacred love of the fatherland, as it liked to 

suggest.125 Nor was it simply a rational attempt to restore monetary order to the advantage of the 

whole economy as well as its own. It was rather, as Avitabile himself later disclosed, the bold 

attempt – born out of despair more than ambition – to hoard a good deal of cash and push back the 

clock to the good old days.   

Since 1862 the Bank of Naples had lost its control over the local mint, farmed out, like all 

others, to the National Bank. Previously, the Mint Director in Naples had been the Regent of the 

Bank of the Two Sicilies. As such, under Garibaldi’s dictatorship Avitabile had already started 

planning the recoinage of the old currency. In late 1861, just before the National Bank – which 

had been coveting the national mints since 1857126‒ officially won the tender to manage them, 
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Avitabile had finally been able to snatch a contract for the recoinage of 12 million silver lire, 

which, however, pending the law on monetary unification, was to be soon suspended. In 1864 he 

returned to the fray, proposing to reconvert the whole of the old Southern currency still existing 

for a pittance while bypassing the Mint.127 Avitabile’s stroke of genius was to export the old 

currency 128  and import francs while asking the government to merely cover withdrawal, 

transportation and insurance costs. With the Civil War raging in North America and the frantic 

search for alternative cotton suppliers worldwide and especially in Asia, selling silver was all too 

easy. Moreover, the Bank would withdraw the old coin mainly by issuing its own fedi. Since on 

average they remained in circulation for three years, though some did not come back for thirty or 

fourty years,129 the Bank would retain much of the new coin – up to 200 million, according to 

Avitabile’s estimates130 – at a time in which the National Bank’s reserves were around one-quarter 

of this value. The role reversal he envisaged was so complete that in 1866, he later boasted, the 

government could have massively borrowed from the Bank of Naples instead of turning to the 

relatively impecunious National Bank and declaring its notes inconvertible.  

The plan hatched by Avitabile would have cost no more than 10 million to the state instead 

of the 15 million already budgeted.131  Unsurprisingly, the contract met with the approval of 

Finance Minister Minghetti and his successor Quintino Sella but was turned down first by the 

Council of State and then again, after Sella had nonetheless signed it, by the Council of 

Auditors.132 Meanwhile, the Bank was engaged, as we shall see in Chapter 33, in a fight to the 

death with the National Bank to protect its own reserves. Once Avitabile was informed that the 

contract had been repudiated, he retaliated by paying rentes coupons in old currency – partly to 

blackmail the government, partly not to waste the small 10 million he had (a mere quarter of his 

total reserves) in good, new silver coin.133 As a result, amidst the clamour of his friends and the 

rejoicing of his enemies, he was unceremoniously sacked and replaced by the uninspiring, pro-

government Mayor of Naples Colonna134 (at a time in which the Municipality was certainly not 

renowned for its good management).   

Avitabile never forgave the National Bank and whenever he could he was very vocal both 

against it and the government’s monetary policy. Yet the National Bank had carried the day. For a 

would-be central bank, being in charge of the Treasury service and the Mint were the two main 

‘institutional’ ways by which it could swell its reserves while ostentatiously providing a public 

service for little or no reward.135 The private National Bank had to beg for both, while the public 

Bank of the Two Sicilies had been entrusted with them since its birth. It was therefore a 

humiliating defeat for the latter first to be deprived of the Mint and later to see its plans to 

counterattack thwarted.136 Now the National Bank could fiddle with bullion or coin brought to the 

Mint as it were its own, paying, if need be, Mint customers – among which the Bank of Naples – 

less than promptly, and with its own notes whenever it could.137 Avitabile went so far as to accuse 
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it outright of engaging in international arbitrage and, through the Mint, of channelling Southern 

coin abroad, something – he claimed – the Bank of Naples would have never done, bound as it 

was to the South’s economy.138 Whether this was true or not, the Mint certainly proved a valuable 

reservoir for a bank which at that time, more than with gambling as Avitabile assumed, was busy 

with importing specie from abroad (Figure 5.8).139      

More worrying, however, than Avitabile’s conspiracy theory, because historically more 

substantiated, was the incompetence of government and National Bank alike in carrying out 

recoinage. ‘Mint unification’ was one of the main ‘unifications’ Italians kept complaining about. 

Three of the six mints in existence at the time of unification (Genoa, Florence and Bologna) were 

immediately closed. Only those of Turin, Naples and Milan survived. The destiny of the city mint 

had already sparked outrage in Milan a matter of days after Victor Emmanuel had been declared 

King of Italy, for it had been at first contracted, allegedly at worse conditions, to a French rather 

than an Italian entrepreneur.140 In June 1861, Milanese deputy Giuseppe Ferrari decried: 

[w]e had in Milan a mint, famous in Italy from the remotest years ... , equipped with good 

machinery, besides having an excellent steam engine; the Ministry has contracted it out to a 

foreign supplier, under whom it must strike only bronze coins, and we saw its workshops torn 

apart and the engine sold for one-third of its value.141 

Not much better a fate awaited the mint in Naples, where its 300 workers were idling at the state’s 

expense following their ‘unheard-of insolence and threats’ once the mint’s activities had been 

partly discontinued starting in 1860.142 The downgrading of the Neapolitan mint was but one of 

the many signs of the former capital’s decline, yet it further complicated the coinage and 

redistribution of the new currency in the whole South. While before the whole coining process 

was performed in Naples, under the new rule it was segmented and centred in the North. In order 

to reduce costs, the National Bank ran only two refineries, in Turin and Milan.143 This however 

implied the shipping of coin from Naples to Genoa and their delivery by rail to the continental 

mints: an up-and-down journey which retarded deliveries.144 In December 1864, for instance, the 

Bank of Naples was still waiting for its due from the Mint and was understandably recalcitrant to 

send north further silver for recoinage. Minting in Turin, with its hydraulic engine rather than 

with Naples’ steam one, was cheaper for the National Bank – though not for the government, 

which had to pay the transport costs –, so it almost succeeded in being able to mint there the 50-

cent coins for the Southern market, before the order was revoked by the ministry at the last 

moment to avoid a scandal.145  

The slowness of the National Bank in coining was also due to its ‘lack of experience’ (as 

against the wealth of experience, gained over half a century, of the Bank of Naples) and its 

‘excessive desire to save’. ‘Believing it possible to go undamaged from thrift to miserliness’, the 

                                                                 
138 Hearing of Avitabile, 2 Apr. 1868, in ibid., p. 116. It is not clear, however, in what way the Bank of 

Naples would have acted any differently from the National Bank regarding monetary conversion: after all, it 

was a question of selling silver on the international market and possibly paying Mint clients with notes. 
139 On the confusion of its own funds and those belonging to the Mint, see ACS, MAIC, CP, IBS, b. 401, f. 

2179, and Di Nardi, Le banche di emissione, p. 70. 
140 Il Popolo d’Italia, ‘Sull’appalto della nuova moneta’, 22 Mar. 1861. 
141 API, CD, Discussioni, VIII leg., sess.1861, 26 June 1861, p. 1558.  
142 ASN, MF, I rip, II car., b. 13609, Degni to the Finance Minister, Naples 10 Sept. 1860; Hearing of 

Avitabile, 2 Apr. 1868, in Inchiesta, 3, p. 115.  
143 In Genoa there was a third refinery but no mint, cf. De Mattia, L’unificazione monetaria, pp. 78–9; 

Camera dei Deputati, Inchiesta, 2, p. 274. 
144 See ASBN, PBDS, AD, b. 282, f. 7, Colonna to the Finance Minister, [Naples] Dec. 1864; Hearing 

Avitabile, 2 Apr. 1868, in Inchiesta, 3, p. 115.  
145 API, CD, Discussioni, IX leg., sess. 1865–6, 4 May 1866, p. 1991. 



202 
 

National Bank – as its Neapolitan opponent was only too ready to report to the Minister – 

‘incurred greater expenses and wasted much time’. ‘After several mistakes and delays’, half a 

million newly struck lire had to be reminted, so bad were they. ‘Suing a bank of repute repulsed’ 

the Bank of Naples, desirous of ‘avoiding even the suspicion of scant benevolence towards it’, yet 

it could not promise to put mercy before justice, were such ‘difficulties and delays’ to occur in the 

future.146  Alas, it was not just a question of Southern malevolence: the National Bank was 

inefficient by its own admission. Behind closed doors it complained – strangely enough in a 

country that was undergoing a root-and-branch monetary reform – about the numerous and 

overstaffed minting mills with which it was burdened compared to the scarce workload, although 

it also had to acknowledge the ‘lack of dexterity’ of its inexperienced workers.147  

If the National Bank was still learning, so too was the government, although this was 

certainly no fun, except for speculators. The 12 million recoinage first entrusted to the Bank of 

Naples and then suspended in late 1861 had not only deprived citizens of a prompt delivery of the 

new coin but also cost the government – and hence the tax-payers – one-third more after the 

National Bank took it over.148 Newly minted bronze coins were put into circulation before the new 

silver coins, something equivalent to putting into circulation eurocents and no euros in a market 

still full of French francs. In vain did the Bank of Naples ask for the coinage of 10-cent coins: 

when the government realised they were indeed needed in the South, it had to hurriedly order 

them from Milan and Strasbourg. When the South was still brimming with Bourbon copper, 

instead of withdrawing it against new silver, as urged by Avitabile, the government flooded the 

market with new bronze. In the absence of the 10-cent coins, bronze coins of smaller 

denominations could not replace copper, so that their very abundance further decreased their 

value. The smallest coins were dumped on the treasuries and the Bank, since people were losing 

‘immensely’ when they had to use them for buying goods whose prices were still expressed in the 

old currency by unscrupulous shopkeepers. The Bank of Naples alone thus accumulated no less 

than 10 million bronze coins ‘nobody wanted’ and which remained slumbering in its dark vault up 

to 1866, when note inconvertibility made them unusually attractive (Figures 4.5 and C.2). 149  

Prices in lire had to become ‘a reality and not a mere artefact in the regulatory domain’, 

Avitabile maintained.  

Indubitably grave were the difficulties concerning the withdrawal of copper coins in these 

provinces; most grave have they become owing to the disregard of all the proposals put 

forward by the several commissions here established .... The former ministry believed that 

decrees were endowed with the magical power of withdrawing the old currency by their own 

virtue ... and it issued quite a number of them, indeed, 

he bitterly complained. Hence, if copper was still in circulation, this was ‘not due to the people’s 

pertinacity’. The Bank of Naples was already doing more than its due share by accepting old 

coins, paying with new ones and by setting up twelve money-change points, one for each city 

quarter, to damp down speculation.150 Eventually, Southern copper ‘fell into the hands’ of the 

National Bank for recoinage, though not all, since much of it, as if by magic, vanished into thin 

air in course of delivery – how exactly, a committee of inquiry was never able to ascertain.151  

 

                                                                 
146 ASBN, PBDS, AD, b. 282, f. 7, Colonna to the Finance Minister, Naples [?] Dec. 1864.  
147 ASBI, BI, VCS, regg., 16, 12 Jan. 1864.  
148 Hearing of Avitabile, 2 Apr. 1868, in Inchiesta, 3, p. 116.  
149 Hearing of Avitabile, 1 Apr. 1868, in Inchiesta, 3, p. 99. Note that the figures reported in Fig. 4.5 are 

higher because they include both copper and bronze coin. 
150 ASBN, PBDS, AD, App., b. 24 (ex 46), Avitabile to the Finance Minister, Naples 26 Aug. 1863. 
151 Hearing of Avitabile, 2 Apr. 1868, in ibid., p. 115. 
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FIGURE 4.5. Reserve composition of the Bank of Naples, 1860–4. Source: Own elaboration based 

on Demarco, Banca e congiuntura, p. 428.  

The currency of the Two Sicilies proved much more longevous and decidedly harder to exile than 

its monarchs. It could not be made to disappear with the wave of a magic wand (not always at 

least), especially after the introduction of note inconvertibility, which brought recoinage in the 

South152 virtually to a standstill due to hoarding and specie outflows (the last large recoinage of 

Bourbon silver took place as late as 1894).153 Like a sorcerer’s apprentice, the government relied 

on speculation and the National Bank to sweep out Bourbon money without being able to control 

its enchanted servants, and while the South was drowning in a sea of currencies, its old master, 

the Bank of Naples, was forbidden from coming back and breaking the spell. To magic away the 

venerable fountain of the Bourbon currency proved, by contrast, much easier: in 1870 the 

Neapolitan mint, relic of a royal past, was finally shut down.154  

 

  

                                                                 
152 In the rest of Italy, recoinage had been completed by mid-1860s, see De Mattia, Unificazione monetaria, 

pp. 66–7, 172 and Chiaruttini, ‘The Lira’, p. 18. 
153 De Mattia, Unificazione monetaria, pp. 68–73. 
154 RD 17 Feb. 1870, no. 5527, in Racc. Uff. LL. DD. 
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28 

Master and Servant 
 

 

 

It is, to say the least, strange and amazing that … the Italian Government, which desperately needs to be 

wealthy in order to be strong, wants to dispossess our Banks.  

NICOLA NISCO
155 

 

In 1958, commenting on the short-lived business boom of the Bank of Naples after its reform in 

1863 (Figure D.11), Domenico Demarco significantly ended his 492-page monograph on the 

Bank by saying: ‘[T]he Bourbon Treasury’s octopus had eventually been slain!’ 156  Such 

triumphalism would hardly have been shared a century before. As we shall see, the notion that 

‘Italy’ had freed the Bank of Naples from the Bourbons’ yoke and transformed it from a 

government money box into an self-ruling – though still public – credit institution, soon became 

an integral part of the new, official autobiography the Bank of Naples wrote in those years to 

refashion itself as a truly national institution, washed clean of its Bourbon past. Yet, in the wake 

of unification, the Bank had to come to terms with a government that was no less tentacular than 

the previous one and, worse still, had more than once tried to strangle it – both unintentionally in 

its mad quest for money and, unlike the Bourbons, often intentionally in its attempts to reform the 

banking system.    

From its very first days, the new government put a spoke in the Bank’s wheel by forbidding 

it to redeem fedi drawn on the accounts of the Royal Household, personalities notoriously 

connected with it, and the administration of the disbanded Bourbon regiments. During the war, 

the prohibition made perfectly sense, yet it completely ignored the nature of fedi, which did not 

simply represent deposits but also served to transfer them. By endorsing a fede, its endorser would 

actually recover his deposit from the endorsee rather than from the Bank. The prohibition 

therefore could not prevent the Bourbon Royal Household or its military administrations from 

getting their money back. It could only retain the corresponding deposits – now legally owned by 

the endorsee – within the Bank with an arbitrary act tantamount to seizing private deposits. 

Besides punishing the guiltless, the prohibition was harming the Bank’s credit, which entirely 

rested on the public’s confidence that fedi were ‘as good as money’, since they represented money 

which had been already deposited and, as such, were meant to be always convertible. 

By shaking public trust, the government was thus inadvertently stabbing the Bank in the 

heart, at a moment in which it was already subject to runs. Moreover, the prohibition itself was 

not only ineffective, unjust and harmful but also unfeasible. Usually, to speed up operations the 

cashiers, on their own responsibility, would not check the actual existence of the credit, 

considering instead only the bearer’s identity and creditworthiness. If they had had to check each 

time the blacklist of those fedi declared irredeemable, they would have needed one month to carry 

out the operations of a single day.157 The blacklist in fact was progressively lengthened to include 

also notes drawn on deposits of religious orders, suppressed in February 1861,158 or fedi stolen 

                                                                 
155 ASBN, PBDS, AD, App., b. 24 (ex 46), Avitabile to the Finance Minister, Naples 26 Aug. 1863. 
156 Demarco, Il Banco delle Due Sicilie, p. 466. 
157 ASBN, VCA, 45, 5 Jan. 1861. 
158 Demarco, Il Banco delle Due Sicilie, p. 422. 
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from private citizens by Bourbon insurgents, with the perverse effect that a businessman could see 

all the fedi with his signature refused in case just some of them had been stolen by the enemy.159 

Eventually, after several months, the Bank managed to persuade the government to partly lift and 

partly mitigate the prohibitions. Although the new Italian administration could count on a few 

Southerners well acquainted with the Bank’s operations, this instance, among others, reveals the 

existence of a cultural gap between a sui generis institution and a government still baffled by its 

workings. Had the Bank been a standard bank of issue whose anonymous notes were always 

payable to the bearer, no misunderstanding would have arisen. Instead, the fact that it was 

formally a deposit bank led the government to mistakenly believe it could starve the Bourbons or 

safeguard the credits of those robbed by the insurgents by impeding the free circulation of fedi.   

Their circulation was further imperilled by the confusion surrounding the legal status of the 

Bank of Naples, then no longer the government’s national bank. When in July 1861 Avitabile 

heard that the Treasury General had prohibited local receivers from accepting fedi, as mandated 

by law, at first he thought it was just another ‘popular invention’, only to find out later that it was 

indeed the truth. Astonished at the news, he could not fathom how the Treasurer General could 

have taken such an illegal measure, destructive to the Bank’s credit, without even consulting him, 

and this while the Treasury still owed the Bank a great deal of money. Consequently, fedi had 

started to depreciate and deposits were being withdrawn. Convinced by Avitabile’s arguments, the 

Finance Department ordered the Treasurer General to find an agreement with the Bank but the 

Treasurer duly disobeyed, giving no sign of life to the latter. Meanwhile, ‘almost all’ holders of 

fedi in Calabria had rushed to Messina to change them into specie, fedi that in turn Messina sent 

back to Naples asking for conversion according to their clearing agreement. On the mainland, 

Bari too was under siege. Despite the good ministrations of the Finance Department, nothing 

changed for a while: Avitabile was in the ‘greatest embarrassment’ in trying to cope with the daily 

withdrawals and Sicily’s claims, which obliged him to ask for money in Bari when Bari itself was 

seriously risking insolvency. Finally, the Treasurer’s prohibition was revoked, but not before it 

had aggravated the Bank’s dreadful liquidity crisis of 1860/1 and further disconcerted citizens.160 

The whole matter, rather than testifying to the government’s ill will towards the Bank, shows its 

inability to navigate foreign banking legislation and practices in the midst of a general social, 

political and economic crisis. 

However, much more serious than temporary disruptions to the payment system was the 

government’s inability to meet its obligations towards the Bank. Here too the government was 

partly the guiltless heir of the previous regime, although one which very soon followed in its 

predecessor’s footsteps. In early September 1860, when the Bourbon regime broke down, the 

state, either directly or indirectly, owed the Bank roughly 50 million lire. A few days after his 

triumphal entrance in Naples, to please the populace Garibaldi began increasing this sum by 

decreeing the free redemption of small items pledged to the Bank at the expense, theoretically, of 

the Treasury and, practically, of the Bank itself. 161  Since January 1861 the Bank had been 

unsuccessfully trying to get its money back from the Treasury: 162  rather than diminishing, 

however, the debt was rising. In mid-February, the Chief Accountant was warning the Bank’s 

administration that its treasury was being drained to the last penny by ‘heavy disbursements paid 

                                                                 
159 ASN, MF, I rip., II car., b. 14332, Gennaro Brandi to the Head of the Department of Finance on the 

Southern Mainland, Naples Dec. 1860. See also ibid., b. 14333.  
160 ASBN, PBDS, AD, b. 160, f. 1, correspondence between the Department of Finance, Avitabile, the 

Treasurer General and local administrations, 22 July–22 Oct. 1861. 
161 Demarco, Il Banco delle Due Sicilie, pp. 420–2. 
162 ASN, MF, I rip., II car., b. 14338, Avitabile to the Head of the Department of Finance on the Southern 

Mainland, Naples 14 Feb. 1861. 
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daily to Garibaldini and Piedmontese’.163 All through the year, the Bank was asking for its due in 

order to escape bankruptcy, while the most it could get were questionable impediments to the free 

circulation of its notes. 

In early September, the Bank had deposit liabilities for 93 million lire backed by available 

reserves for 19 million, largely made of small change whose employment met with public dismay, 

triggering further runs (more than 2 million had been withdrawn in the previous fortnight alone). 

Avitabile’s predecessors had always complained about the routine debt rollover by the Bourbon 

Treasury, yet, during his term, this practice had turned into a ‘gross scandal’ to which the Minister 

had to ‘finally put an end’, he protested, otherwise he would be forced to suspend the operations 

of the Discount House, bringing to their knees many entrepreneurs as well as the increasing 

numbers of impoverished households depending upon the Bank’s pawn loans. Emboldened by the 

new constitutional regime and the freedom of speech which came with it, he reminded the 

Minister that such unlawful overborrowing had to be reduced before publishing the Bank’s annual 

financial statement and that the press – opportunely prompted, needless to say, by Avitabile 

himself – would be quick in denouncing government abuse.164 Despite his veiled threats, he ran 

into a stone wall, for the Neapolitan Treasury itself could not get funds from the national 

Treasury, which had been delivering more than 40 million to the South in the previous months.165 

The Bank and the government went head to head over the issue a year later, when the Board 

of Directors, in a frantic meeting at one o’clock in the morning, unanimously refused to hand over 

1.5 million of old coin for recoinage.166 Not only did they fear being paid with Treasury bills that 

would most certainly not be redeemed at maturity, but they had also no intention of delivering one 

single coin to the National Bank, which by that time had replaced the Bank of Naples as the Mint 

contractor. Moreover, due to the suspension of the 12 million recoinage contract mentioned 

above, they were still waiting for more than 6 million lire against the old coin they had provided 

to the Mint, while the economic and political climate in Naples was such that the withdrawal of 

money to be sent north would easily spread panic.167 Clearly piqued, though unable to counter the 

Bank’s arguments, Finance Minister Sella reproached it for not putting ‘moral and political 

considerations’ above economic reasons, displaying ‘distrust if not hostility towards the 

government, which showed itself so anxious to have such coins’. But having the Bank called his 

bluff, he had to give in and paid, rather than with bills, with fedi and cash. To add insult to injury, 

Avitabile, undeterred by the ministerial rebuke, proudly reasserted the Bank’s patriotism, 

‘sufficient and unequivocal proofs’ of which were its constant support concerning the recoinage, 

the conversion of Bourbon into Italian rentes and the floating of new debt.168  

The tense relations between the Bank and the government became even more strained in 

1863, when the government had to finally settle its outstanding liabilities towards the Bank after 

its major reform in April. The Bank’s administration had been slightly reformed already in 

November 1860: the position of Regent, formerly appointed by the Finance Minister, was 

replaced by that of a President elected by the Board of Directors (Consiglio 

                                                                 
163 ASBN, VCA, 45, 18 Feb.1861. 
164 ACS, MAIC, CP, IBS, b. 432, f. 2230, Avitabile to the Head of the Department of Finance on the 

Southern Mainland, Naples 9 Sept. 1861. Note that Avitabile’s estimate of available reserves is lower that 

the official figure reported in Fig. 4.5 because he does not consider sums already due from the Bank to the 

Mint and the Bank of Sicily. 
165 Ibid., Finance Minister to MAIC, Turin 4 Sept. 1861.  
166 ASBN, PBDS, AD, App., b. 24 (ex 46), ‘Urgentissima’ to Degni, Naples 17 Sept. 1862; ASBN, VCA, 

48, 17 Sept. 1862. 
167 ASBN, PBDS, AD, App., b. 24 (ex 46), [Avitabile] to the Finance Minister, Naples 23 Sept. 1862.  
168 Ibid., Avitabile to the Finance Minister, Naples 14 Oct. 1862. 
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d’Amministrazione).169 The ultimate goal of the government, however, was to disengage itself 

from the Bank’s management in homage to the Piedmontese tradition of banking laissez-faire, 

though retaining supervisory authority. The old and the new regime differed fundamentally in 

their stance towards the banking sector, except in the fact that they both wanted to squeeze out of 

it as much money as possible. 

In the late 1790s the Bourbons had seized the deposits of the Neapolitan banks; from then 

onwards both legitimist and Napoleonic governments repeatedly tried to remould the old pluralist, 

private banking system into a strong, privileged public institution, a goal finally achieved by de’ 

Medici in 1816 (see Chapter 3). In its inner workings as a deposit bank and pawnbroker, the Bank 

of the Two Sicilies very much resembled the old Neapolitan banks. The continuity between it and 

its predecessors was also constantly stressed, for this endowed the new institution with an aura of 

venerability, secular creditworthiness and philanthropy, but it was true of form and daily 

administration more than substance.170 The old banks had been erected by public piety as private, 

charitable institutions, whereas the new bank was a creature of the government born out of the 

ashes of the private banks the government itself had burnt to the ground. Its end was to regulate 

the monetary and credit market, while at the same time supporting public finances. There was a 

much stronger continuity in the attempts at reform by both legitimist and Napoleonic 

governments than between the new bank and its forefathers. Yet to enforce a narrative of 

discontinuity and counter-revolution, the Restoration ostentatiously presented the establishment of 

the Bank of the Two Sicilies (whose very name was inherited from Murat) as a ‘restoration’ and 

re-establishment of the old system after the ravages of the revolution. 

This narrative was also essential to reassure markets and put the government at ease in its 

new role of ‘government banker’. A certain ambiguity between subordination to the government 

and a sort of technocratic, though largely illusory, independence was indeed fundamental to 

bolster the Bank’s, and through it the government’s, credit. Mimicking the fluid and pliable 

system of informal checks and balances characteristic of the ancien régime, in this absolute 

monarchy also the absolute power of the state on banking had to appear restrained by laws and 

awful reverence towards the ‘sanctity’ of private deposits as well as towards ancient customs and 

institutions pre-dating the monarchy itself. The bald truth was that private depositors – in return 

for custody, payment and notary’s services and, to a limited extent, credit (besides, obviously, 

lower taxes resulting from the Bank’s financing of the Treasury) – supplied interest-free loans to 

the government without having a say in the Bank’s management, with the exception of the few 

proprietors, lawyers and merchants appointed as state officials in the Bank’s administration and 

the members of the discount committee.  

The Piedmontese, and later the Italian, government, by contrast, had renounced any direct 

role in the banking sector. The money it – no less voraciously – extracted from the banking 

system derived from bargaining over legal privileges and other advantages between a 

constitutional government and mostly private joint-stock banks. When Italy was unified, the 

government theoretically had the choice between the private and the public banking systems 

which respectively prevailed in the upper and lower parts of the peninsula. Practically, however, 

the die had been cast at least a decade before. Due to its commitments to Northern and foreign 

finance, its flaunted ‘modernity’ and the fact that its political basis was in Piedmont, Liguria, 

Lombardy and Tuscany, but certainly not in Naples, the second option was out of the question for 

the new government. Discarding the adoption of the Southern system for the whole country and at 

the same time setting this latter free from government tutelage, however, posed in turn a political 

                                                                 
169 D 30 Nov. 1860, no. 62, in Coll. LL. DD. L. Prov. Na. 
170 See Tomasi di Lampedusa, The Leopard, p. 35. 
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problem. On the one hand, such a reform apparently enfranchised the Southern elites, but on the 

other it marginalised them by replacing their national bank with the National Bank. Being no 

longer a hostage to the government meant for the Bank of Naples losing its most powerful 

patronage. For this loss, as we shall see in Part Five, Southern elites were rewarded with the 

state’s benign neglect towards the Bank’s private business.  

Once the government and the National Bank’s lobby had had to bow to the political necessity 

of keeping the Southern banks alive (see Chapters 29, 30, 33 and 34), it became equally necessary 

to reform them.171 As under Bourbon and French rule, the very idea of the Bank’s ancientness was 

entrenched in the mindset of most Southerners to such an extent that reform had to stop halfway, 

preserving much of its august façade. In November 1861, the Bank of Naples had already lost its 

prestigious function of state treasurer. In April 1863, it was made independent from the Ministry 

of Finance and put under the supervision of the Ministry for Agriculture, Industry and Trade as if 

it were any other credit institution. Borrowing from Bourbon rhetoric, the Italian government 

presented the Bank’s reform as a restoration to its pristine condition, ‘to its true nature of public 

establishment’ independent from the government, which the Bourbons had perverted once they 

laid hands on the private deposits of the old banks and transformed them into a ‘government 

administration’. Maintaining its public character, the reformed Bank was managed by a Board of 

Directors and by a General Council grouping together the most important stakeholders: the mayor 

of Naples, the presidents of the city Chamber and Tribunal of Commerce, two members of the 

Chamber of Lawyers, four members each from the Municipal Council, the Provincial Council and 

the Chamber of Commerce, plus six representatives from Bari elected from the local chamber of 

commerce, the municipal and provincial council. The General Council would ordinarily meet 

once a year on 1 November in Naples for a maximum of thirty days.172 Symbolically, Neapolitan 

people, through their local administrative and business class, had been given back their Bank. 

Practically, however, by getting rid of what had become a political liability owing to the 

existence of the National Bank and loosening the reins on the same Neapolitans it had already 

thrown overboard by moving the capital to Turin and favouring the Piedmontese bank, the 

government had no intention of depriving itself of a source of cheap credit. Moreover, it was 

anxious to settle its debts with the Bank under the most favourable terms and even recover the one 

million ducats the Treasury had ‘lent’ to the Bank in 1818 to launch the operations of the 

Discount House, getting in return a stream of interest payments with which it met part of its 

pecuniary obligations towards the Bank itself (see Chapter 3). 

For its part, the Bank was equally anxious to recover its credit in cash. In June 1863, 

Avitabile urged the government to repay the Treasury bills due for payment with cash rather than 

with new bills, otherwise just replacing ‘one kind of paper with another’ would have foiled all the 

Bank’s efforts to recover the ‘misappropriation of its sacred deposit’ and turn them into a ‘mere 

illusory hope’. To make his case more persuasive, he warned of the danger of public uproar, 

should the latter not comply. While depositors could tolerate the state taking advantage of their 

money in serious financial predicaments, its slugghisness in repaying ‘filled them with 

indignation’ towards both the government and the Bank. Seeing the government override the 

authority of the General Council with ‘arbitrary acts’ on the eve of the very first meeting of this 

new body would make such a bad impression, he claimed, that it could seriously jeopardise the 

future relations between government and Bank.173 

                                                                 
171 On the reform of the Bank of Sicily, see Ch. 35. 
172 RD 27 Apr. 1863, no. 1226, in Racc. Uff. LL. DD. 
173 ACS, MAIC, CP, IBS, b. 432, f. 2232, Avitabile to MAIC, Naples 2 June 1863. 
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A chilling surprise, however, awaited the Board of Directors at the start of the negotiations 

with the royal commissioners entrusted with settling the accounts between Bank and government. 

The latter, in fact, argued that the Bank of the Two Sicilies and in particular the Bank of the Court 

with its annexed Discount House was a public enterprise, hence its credits, including those 

towards the Treasury, did not belong to the Bank of Naples but to the government itself. With its 

reform, the Bank of Naples had been bestowed the right to manage the depositors’ money but had 

to compensate the government for the transfer of real property, working capital and retained 

profits from the defunct, governmental Bank of the Two Sicilies. This shocking proposition left 

even Avitabile speechless.174 In the eyes of its new masters, the Bank of Naples was a sort of 

mythical, originally private institution the Bourbons had usurped. Therefore, the Italian 

government, which had set it free, had to compensate it for its own and the former regime’s debts. 

The commissioners, by contrast, argued that the old banks ceased to exist once the Bourbons had 

seized all their assets and liabilities and that they had been replaced with a governmental 

department.  

Their thesis made legally much more sense and matched the actual reality of the Bank of the 

Two Sicilies, yet, in full denial, the management could not accept it, for it would deal a fatal blow 

to the Bank. The true intentions of the commissioners were to ‘intimidate’ those whom they most 

tellingly called ‘our enemies’ ‘with the threat of losing everything’. At first, despite provoking a 

‘rather fierce storm’, this ‘skilful attack, made even more powerful by its utter, formal 

politeness’,175 seemed to obtain the desired effect. Very soon, however, ‘the matters concerning 

the Bank [became] very much confused’. Mirroring the government’s strategy, now the ‘Bank’s 

representatives want[ed] everything’, including the value of properties sold before 1816. 

‘Meanwhile, the position of the royal commissioners [became] increasingly hard’, as Avitabile 

‘unleashed against them all the press, of every colour’. Apart from ‘unauthoritative rags which 

call[ed them] thieves, dispossessors, harpies, villains’, the poor men were equally vilified by 

‘quality newspapers’.  

The whole matter here is getting irksome, since it has been seized upon by the press and the 

public opinion … the uproar will certainly reach the blissful Turin, 

one of them reported to the Minister.176 In dealing with the Bank, he and his colleagues were 

swamped with the antiquarian rhetoric of men such as Nicola Nisco177 and Avitabile, recalling the 

Bank’s glorious history ad nauseam. A patriot of unquestionable credentials the former, a 

lukewarm nationalist suspected of loyalist sympathies the latter, they both joined in the 

condemnations of the claims of a government which was ‘the emanation of liberty and national 

will’ but whose pretensions, they maintained, surpassed those of the ‘fiercest absolutism’. 

He who wants Italy to be completed and last cannot permit that the Government of Italy be 

even suspected of aspiring to dispossessions and robberies, 

Nisco warned,178 while Avitabile, ‘amidst some insolent remark and more than a few irritating 

words’, claimed the quintessentially private nature of the Bank with ‘most futile arguments’.179  

The defensive strategy adopted by the General Council is revealing of how nationalist 

rhetoric could be deployed to reinvent the past so as to serve more mundane and apolitical 
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interests in the present. The Bank was refashioned as an immortal titan that in vain the Bourbons 

had tried to enslave and that would escape the grip of the new master again, growing stronger 

after each persecution. The Bourbon government, to which the Bank owed all its privileges, was 

presented in the worst possible light, not as the ‘founder but rather as the destroyer of the Bank of 

Naples’. For instance, the fact that the Bourbon bureaucracy had not become wholly corrupted 

under the pernicious influence of an ‘enervating (demoralizzatore) government’ was entirely 

ascribed to the Bank’s strict accounting as state treasurer and not to the very same government 

that had made the Bank its treasurer so as to prevent abuses.180 In this new epic, Neapolitan 

banking had only flourished in private hands and, once nationalised, despite the state. By 

attacking the Bank, the Italian government was therefore putting itself on the same footing as its 

hated predecessor. Cunningly, the Council also raised the spectre of populism, a sore point in the 

South, where the legitimacy of the new government was still weak at best.  

The intemperate daily press would find much matter to stir the fervid passions of 

Neapolitans, which the patriotism of government officials is trying to calm down with so 

many sacrifices, 

Inspector General Giorello forewarned, relying once again on cultural stereotypes to reinforce his 

threat (besides attributing the sufferings of military repression to the repressing government rather 

than to the repressed). 

In Naples the Bank is the object of traditional and public affection, knowing it unjustly 

threatened in the entirety of its right – he affirmed – would arouse outrage and 

consternation.181 

At the height of a heated press campaign, Minghetti, then both Prime Minister and Finance 

Minister, cut short the debate and, reassuring the Bank of the government’s favour, hastened a 

satisfactory agreement.182 (Minghetti’s goodwill towards the Bank was later publicly, although 

retrospectively, put into question by Avitabile himself following the declaration of paper 

inconvertibility, because as Finance Minister he had been unable to entrust the Bank with the 

withdrawal of the Bourbon currency (see Chapter 27) and was Prime Minister when Manna, then 

Minister for Agriculture, Industry and Trade, tried to suppress the Discount House in 1863 (see 

Chapter 34).)183   

The whole controversy with the government was originated by this latter’s will to ‘release’ 

the Bank of Naples – previously held hostage by the Bourbons – to the local elites at the highest 

possible price but also by the deceptive legal nature of the Bank itself, whose public character the 

Bourbons had tried to disguise. Ironically, the very reform of 1863, instead of clarifying the issue, 

laid the ground for a harsh confrontation. By then, the Bank had begun feeding a double narrative: 

on the one hand, it praised the Italian government for the freedom it was granted, while on the 

other looked at it as a secret enemy, a contradictory attitude the government shared inasmuch as it 

trumpeted its benevolence towards the Bank – and the Neapolitan interests it represented – while 

declassing it. In the South, morally speaking, there was no ‘national market’. The Bank’s 

managers were ‘our enemies’ from the point of view of the government and its commissioners, 

while in the mindset of the Bank’s administrators Italians were equally divided between friends 
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and foes. According to Bari’s Senator Sagarriga, as soon as the original claim by the royal 

commissioners leaked to the public, 

a hellish joy awoke in the hearts of the reactionaries, [and], hoping for a government’s 

triumph, they were already repeating quod non fecerunt barbari, fecerunt Barberini [What 

the barbarians did not do, the Barberini did.] The[ir] joy was but short-lived … Yet every true 

Italian ought to cherish the moral standing of the government, and to resuscitate it unscathed 

from this struggle, the incident should be shrouded with an impenetrable veil.184 

In the following year there was no love lost between the government and the Bank. With the new 

rule, taxation had increased significantly, a particularly hard blow for the South, accustomed to 

the Bourbons’ light-handed fiscal regime and still struggling to survive within the new national 

market. Having lost its governmental character, the Bank too was subject to taxation. The 

government was no longer interested in boosting its circulation, thus straining its own relations 

with the National Bank. It therefore resolved to impose the stamp duty on contracts drawn up on 

fedi. Pending the reforms of the Southern banks, however, these continued for a while to be 

exempted from it. To avoid the marked increase of the stamp duty, most Neapolitans thus started 

to write up their contracts on fedi, much to the notaries’ anger. The Treasury, although at that time 

in dire straits, was willing to temporarily turn a blind eye, given that the ‘provinces of upper and 

central Italy [were] in much better economic conditions’ than the South. However, this was a 

blatant discrimination also against all the other Southern provinces, which, devoid of a Bank 

branch, could not benefit from easy tax avoidance.185  

In addition to the stamp duty, the government also required a mainmorte tax from the Bank 

on its real property. These ‘most serious and thorny issues … gave rise to lively and heated 

discussions’ with the government’s representatives, who, ‘after bitter and vigorous oppositions’, 

agreed to a compromise. The compromise was however rejected by Finance Minister Minghetti, a 

decision that hit the Bank’s management ‘unpleasantly, with a painful feeling of regret’.186 The 

impression of being under siege was further reinforced by the fact that provincial treasuries were 

required to keep banknotes and cash in their chests, while acceptance and use of fedi was more 

limited than before. Whilst the notes of the National Bank were used to pay state contractors, fedi 

were soon changed into specie. In the Bank’s eye, such discrimination was ‘harmful to that 

impartiality that the state ought to maintain towards the various credit institutions’ and its 

management was ready to intervene to ‘save [the Bank] from the sideways and covert attacks’ it 

was subject to.187 

In the end government and Bank reached a fair fiscal agreement, although acceptance of fedi 

in public coffers was made conditional upon a 20 million advance at 3 per cent interest rate.188 

The reform of 1863 did not reinforce the moral bonds between the two institutions. Instead, it led 

to direct confrontation amidst warm public debate. Nevertheless, making the Bank feel the lash of 

the very master which was setting it free was a strategy that effectively spurred the former to keep 

on supporting the latter.189 
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29 

From Susa to Marsala 
 

 

 

I am … determined to do whatever is in my power for the establishment of a single bank of issue from Susa 

to Marsala.  

CAVOUR
190 

 

Although asserting its private nature, the Bank of Naples was a quintessentially Bourbon 

institution, and as such an easy target for the new Piedmontese business elite and its government. 

Politically speaking, it was nothing other than the bank of a defeated country. The fact that it was 

a wholly public establishment within the region that most opposed unification made its position 

exceptionally difficult, notwithstanding the political pliability of Southern elites. Yet the position 

of the National Bank, brilliant in comparison, was also not too easy. In Part Three we have seen 

how the modest Bank of Genoa was able to grow and thrive thanks to its financial support to the 

state and its special relationship with the ‘man of destiny’, Cavour. Nonetheless, it had been 

unable to obtain a legal recognition of its credit hegemony, which had become a de facto market 

monopoly once Savoy – and with it its tiny bank – had been handed over to France.  

If the fight over the note-issue monopoly had been tough enough in little Piedmont-Sardinia, 

all of a sudden it became an almost unmanageable question within a hurriedly unified Italy. 

Piedmont, along with its troops, was determined to bring its own institutions into the annexed 

territories, but, alas, it had no banking legislation which could ensure the victory of its national 

champion. This had to be negotiated within a new, pluralist polity at a time in which Italy was 

crushed under a growing mountain of debt and was even unsure about its very survival as a nation 

state. There were good reasons for the government to wish for a single bank of issue – the same 

discussed in the previous decade – the strongest of which at that moment was probably the need 

to rely on a nationwide cashless payment system, so as to foster financial integration while at the 

same time ‘releasing’ specie for debt repayment and military investment. But opposition to a 

‘single bank’ was all the more widespread as there were already other competing banks of issue in 

the annexed regions. Although tempting, it would probably be unfair to blame the Italian 

government for not having proposed an ideal compromise, namely a new, single joint-stock bank 

with an equitable participation from all regions. In times of trouble, it was much easier to rely on 

the good, old National Bank. But as this was not universally welcomed, it was even safer – as we 

shall see in Part Five – to privilege it while keeping its competitors alive. 

This said, the Southern banks arguably owed their survival to a not small extent to Cavour’s 

timely death. Indeed, although until 1863 virtually all his successors repeatedly tried to liquidate 

or at least prune the Bourbon banks, none of them enjoyed such a personal prestige, clarity of 

vision and single-mindedness in banking matters and a length of tenure like his. Doubtless, even 

Cavour would have had a hard time when negotiating on banking as he already had in Piedmont-

Sardinia, nor would he have necessarily succeeded in imposing the monopoly of issue as he had 

not previously. But certainly he would have been a much more redoubtable enemy, despite the 

fact that the issue was so thorny that at first he himself felt baffled. A few months after the 
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Bourbons’ fall, he confided his incertitude on the matter to the Genoese banker and lifelong friend 

Émile de la Rüe:191 ‘The establishment of a bank of issue in Naples presents serious difficulties, 

which I wouldn’t be able to solve, as the saying goes, at the drop of a hat.’ One the one hand, if 

the National Bank intended to expand southwards, it deserved to be given preference, ‘since 

undoubtedly the unity of note [circulation] offers inestimable advantages’. On the other, the 

commitments of the Neapolitan bank ‘ought to be regarded as sacred’, so he did not know at the 

time whether and how this could be liquidated.192 A couple of weeks later he was urging the 

newly appointed Lieutenant Farini ‘not to take any engagement either directly or indirectly for the 

establishment of a bank of issue in Naples before Bombrini’s arrival’.193 By that time, however, 

he had made up his mind: the National Bank had to expand countrywide and Southerners had to 

be co-opted onto it ‘on the grandest scale’.194 He deemed ‘establishing a bank in Naples … a 

quasi-necessity’ and instructed Scialoja to ‘avoid everything that might endanger’ the monopoly 

of issue.195 The Rothschilds would be more than willing to take part in the creation of a new bank 

of issue but shared his opinion that the extension of the National Bank would be preferable.196 

Scialoja had already been consulted by some ‘honourable merchants’, among whom a few of 

the wealthiest Neapolitan houses, concerning the establishment of a bank of issue under the 

dictatorship. At first, they had even tried to obtain authorisation from the government prior to the 

drafting of any bylaws, an ‘exorbitant privilege’ he had convinced the latter to deny. However 

half-heartedly, Scialoja then assisted them in the drafting of a statute modelled on that of the 

National Bank, although warning them about the difficult coexistence of a private bank with the 

Bank of the Two Sicilies and its Discount House, ‘two institutions which, though destined to 

perish, for the time being no one can deny render important services and belong to our fiscal 

machine’, as he expressed himself to Cavour, evidently referring to the death sentence his patron 

had pronounced for the Bourbon banks. The proposed bank would be endowed with a capital of 

more than 25 million lire (that of the National Bank was 40 million at the time, see Table D.2).197 

By mid-November the National Bank had already been informed of the attempt and promptly 

dispatched Bombrini to the south – with Cavour’s support – to take care of the matter and try to 

establish there a new branch ‘so as to prevent any competition that might later make it too 

difficult to form a single bank in the new kingdom’.198 

The National Bank’s speed in extending its network – made possible both thanks to 

government support and the experience it had acquired in the previous few years across the 

provinces of the old kingdom – proved one of its crucial advantages. The National Bank had 

already been as quick as the Piedmontese army in its expansion in Lombardy. Already in mid-

June 1859, before the decisive Franco-Piedmontese victories of Solferino and San Martino, the 

government had encouraged the National Bank to open a branch in Milan, so as to bring ‘the 

benefits of a credit institution’ to the city. Unsurprisingly, the bank’s board had embraced this 

proposal – which in all probability it itself had originally suggested – with ‘satisfaction’ and 

‘gratitude’.199 In order to win over the Lombards, the bank would increase its capital up to 40 
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million, issuing 8,000 shares at a nominal premium of 200 lire per share, of which the subscribers 

would actually pay only 108 in cash.200 The bank’s bylaws had also to be slightly revised, the 

main change being the creation of a Superior Council, located in Turin, which would closely 

supervise both branches and head offices (Genoa and Turin plus the new one in Milan). The 

Superior Council was composed of three regents from each head office together with the director 

general and a royal commissioner. Each head office in turn had a regency board made of twelve 

regents and three censors elected by the local shareholders. Branches were managed by a director 

and a board of directors and, as before, were excluded from the decision-making process of the 

headquarters (see Chapter 20).201 The reform thus merely added one new layer on the top of the 

original, streamlined structure of the National Bank. The Genoese had to finally bow to the 

transfer of the headquarters to Turin, where the government was (see Chapter 19). Yet their loss 

of power, if ever there was one, was minimal. They still held 40 per cent of the total capital and it 

was the Genoese Bombrini, not Mottura, the bank’s director in Turin, who was appointed as the 

new General Director.202 Although both the Genoese and Turinese had now to share their power 

with the Milanese, they were sharing power over a much larger institution. Milanese shareholders, 

with their substantial, but still minority, stake, were de facto providing leverage to the old 

shareholders (cf. Table D.3 and Figure D.14.b).  

 In Milan the National Bank co-opted as regents high-profile businessmen, like the banker 

Giulio Belinzaghi, shareholder already in 1849 and future mayor of the city for 19 years from 

1868.203 The new head office opened its doors on 16 January 1860, yet for several months it 

struggled against the courteous coldness of Milanese capitalists.204 Although they were soon to 

become close allies, it was ill received also by the affluent Savings Bank of Milan.205 However, 

the fact that the Austrians together with some local private bankers had previously long opposed 

the establishment of a Lombard bank of issue,206 certainly helped enormously in breaking the ice 

between the National Bank and the local business community, which thus gained from the Italian 

government, besides political enfranchisement, plenty of credit from a powerful bank generously 

opening to them its arms and its governing body. 

With the new bylaws, the National Bank was also permitted to decide on the establishment of 

further branches, an opportunity it was quick to seize by opening three branches in Lombardy 

alone in a matter of months.207 Expansion was swift in the other regions as well (Table D.1). The 

government had proposed the take-over of the Bank of the Four Legations, an offspring of the 

Roman Bank in Bologna, as early as October 1859, even before the region’s annexation – a 

proposal which seemed premature to the bank itself.208 Although in this case there was already a 

local bank of issue, this was only too eager to be taken over by the National Bank. Founded in 

1855, it had been horrifically mismanaged over the years by the local agrarian elite – among 

whom was the future Prime Minister and Finance Minister Minghetti – and only the National 
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Bank could rescue it from bankruptcy.209 The bank in Bologna was officially turned into a branch 

by early 1861 and for years to come it would cause headaches for the National Bank, owing to its 

former liabilities and the insubordinate character of its disreputable management and staff.210 In 

the Duchy of Parma a little, well-behaved bank of issue had also been founded in 1858. This was 

so small, however, that it felt honoured to be turned into a branch of the National Bank. In both 

cases, two formerly independent banks had been downgraded to branches whose only faculty was 

to distribute among clients the credit amount assigned from the headquarters (Figure D.3). 

In the South things would prove much harder. Back from his reconnaissance tour in Naples, 

Bombrini had to discouragingly report to the Superior Council that the city was ‘no breeding 

ground for the establishment of an office of ours’. Undeterred, however, and with the support of 

the Lieutenant Government, he had hatched a plan to succeed. The bank’s capital would be 

doubled to 80 million, part of which was to be assigned to the former shareholders and part made 

available in the South, through public subscription or, partly, direct assignation from the Ministry 

of Finance. The regency board of the Neapolitan head office would enjoy broad competences, in 

particular regarding the appointment of the local staff and the setting of their salary and required 

deposits in terms of shareholdings, besides the right to set interest rates and the amount of credit 

available for discount and advances, all powers that Naples would also be given for the branches 

on the southern mainland, whose establishment would be at its own discretion. To this already 

impressive list of prerogatives the Superior Council would then add whatever further power was 

compatible with the overall management of the bank.211  

That the headquarters were willing to devolve upon Naples all the rights they had jealously 

reserved for themselves elsewhere speaks volumes about the difficulties encountered by the 

National Bank. They were in fact promising Neapolitans a free hand in appointing their own men 

and distributing credit all over the southern mainland (Sicily was another matter, as we shall see). 

For all practical purposes, Neapolitans were offered a bank inside the bank which would allow 

them to master the regional credit market and manage their clientelist network more efficiently 

and concertedly than ever under the auspices of a modern, hegemonic credit institution. Their 

scope of freedom would be so wide that one may even wonder whether the National Bank was 

actually ready to give it to them (as in the end it decided not to). But even if such exceptional 

promises were only made to launch negotiations, Neapolitans were likely to obtain exclusive 

privileges for their willingness to cooperate in the cause of the ‘single bank’ (la banca unica). 

Needless to say, the price to be paid for such privileges was the liquidation of the Bank of the 

Two Sicilies, which the National Bank would succeed as public treasurer for free (actually more a 

privilege than a burden, see Chapter 34). To entice the government, the bank further promised a 

loan of 6 million ducats (more than 25 million lire). To further conciliate the Lieutenant 

Government, then in desperate need of money, the bank was also willing to anticipate 6 million 

lire (at the not too cheap interest rate of 5.5 per cent).212  

That Neapolitans, unlike the government, were not so cheap to buy, however, was confirmed 

by Scialoja in a letter he sent to Cavour at about the same time. As soon as the news spread that 

the National Bank wanted to set up shop in the city, Neapolitans rushed to subscribe to the project 

of the competing bank, including ‘all the city’s major houses, both domestic and foreign’ as well 

as several ‘minor’, which might even signal a new rallying of Neapolitan and foreign finance 

around Francis II. 
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This state of affairs, the people’s mood in this country, the immense difficulties we are 

experiencing, the war waged from all sides against the Finance Department in these days, the 

exaggerated rumours about our alleged ‘Piedmontism’ and other similar hindrances … 

embarrass me,  

Scialoja frankly admitted. ‘Overwhelmed and unsettled by the whirlwind of these petty, 

maddening and oppressive matters which foolishly carry me off through time’, he put the issue to 

Cavour’s judgment, although he himself was not unwaveringly sure about the preferability of a 

single bank of issue. What he did know for certain was that ‘Naples is so much different from 

Turin that no-one who does not know it’, not even the Count of Cavour,213 can understand it 

properly’. He thought ‘dismemberments’ ought to be opposed ‘even at the cost of liberties’, but it 

was not the right time or place to start a radical banking reform. He proposed at first to have two 

banks, a solution which would better fit the actual economic and financial separation between 

North and South, but to make them as much alike as possible. He firmly believed that such banks 

would eventually merge. In Britain the Bank of England coexisted with the Scottish banks owing 

to the diversity of ‘races’, an outcome unthinkable within an – in his view – ethnically pure 

country such as the new Italian nation state.214 Hence, he proposed to first unify the framework 

and to merge the banks later, ‘all the more so as tearing to pieces a powerful bank is impossible’ 

he warned, clearly hinting at the Bank of the Two Sicilies, while ‘unifying two or three’ would 

turn out ‘easier’. But he was so subservient to Cavour as to offer him his ideas ‘for what they are 

worth: little or nothing at all’. Moreover, he was too taken up with his frantic administrative 

routine. The Neapolitan government ‘lacked everything, but above all time’, neither were they 

sure of their own safety, which nonetheless they were too busy to take care of. Expenses were 

‘huge’ and he was in dire need of money owing to the ‘vile war of …  speculators, together with 

the narrowness of the market and the inexperience that lends credit to the strangest rumours’. Had 

he not been able to pay the semi-annual interests on rentes, he would ‘fall ill’, Scialoja 

complained.215  

A few days later, exasperated, he urged Cavour to take an official stance regarding ‘that 

damned bank’, otherwise he would be forced to ratify its establishment, for there was ‘nothing 

either unlawful or immoral in the one and only demand for a new [credit] institution’ he had 

received up until then. ‘Some passing bankers from Frankfurt together with monsieur Pascal 

Duprat’216 had also tried to persuade him that a successful bank in the South would need the 

government among its shareholders, which by the way would prove ‘embarrassing’, since the 

government already owed the Bank of the Two Sicilies 4 million ducats.217 Besides being pressed 

by the Neapolitan establishment, Scialoja was clearly courted by foreign adventurers eager to take 

advantage of political chaos and profit by putting at risk the government’s rather than their own 

money. 218  In the meantime and quite in the opposite sense, Cavour warned the Royal 
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Commissioner at the National Bank in Genoa, intent upon drafting a project to convert it into the 

Bank of Italy, not to turn it into a ‘government office’ at the expense of private initiative.219  

As he made clear to Costantino Nigra, he completely opposed banking pluralism, which he 

viewed not only as ‘wrong’, but ‘fatal especially in Italy’. ‘I am therefore decided to do whatever 

is in my power for the establishment of a single bank of issue from Susa to Marsalla [sic]’, he 

pugnaciously proclaimed. He supported the National Bank’s plan to open two head offices in 

Naples and Palermo without reservation, though in his letter they had already been downgraded to 

the rank of Turin, Genoa and Milan, without mention of the further privileges adumbrated by 

Bombrini. As for the Bank of the Two Sicilies, rather than liquidating it, he was inclined to 

transform it into a caisse des dépôts et des consignations.220 A few months later, he agreed with 

Nisco – who two years later would sit on the General Council of the Bank of Naples – that the 

first step towards promoting banking development in the South was the expansion of the National 

Bank, which would be followed by the establishment of discount banks and, finally, of land 

banks.221  

The project of a competing bank, however, was still up in the air. In March 1861 Lieutenant 

Prince Savoy-Carignano consulted Cavour about a prospective Royal Italian Bank of Industrial 

and Agricultural Credit, potentially with a branch network stretching across the whole South, and 

which would enjoy the exclusive right to issue bearer’s notes in the region.222 In May, Vittorio 

Sacchi, Secretary General of the Finance Department in Naples, considered the Bank of the Two 

Sicilies nothing but an ‘outworn institution destined to fall with the development of the credit 

establishments required by the needs of the times’.223 Shortly thereafter, in his report on the 

Lieutenant Government, Nigra was pleased to inform Cavour that, while initially Neapolitan 

merchants had favoured the establishment of a local bank of issue instead of a branch of the 

National Bank, they had changed their minds, provided the latter ensured that ‘the capital and the 

interests of these provinces find a reasonable and fair profit’.224 To achieve such a result, however, 

required much more effort than Cavour’s correspondence reveals. 

The last months of Cavour’s life were also the last for the Bank of the Two Sicilies as a 

market hegemon. They were crucial months in which Neapolitans at first lobbied hard to create 

their own bank and assert their regional interests. However, they were also months in which 

Cavour’s overall centralistic project emerged victorious, inducing them to seek an 

accommodation with a self-confident National Bank, trained for years to expand and claim 

monopoly of issue. Between Neapolitans, with their – understandable – parochialism and the 

grand strategy of the central government in Turin, stood then the regional provisional – and often 

reshuffled – government, which, though mostly aligned with Cavour, was more sensitive to local 

pressures, to the extent that a prince of the House of Savoy could recommend a Southern 

establishment instead of the Piedmontese bank. At the same time, the provisional government was 

a place where Southerners, like Nisco or Scialoja, were trying to make their own luck by rallying 

to the Piedmontese cause, while Neapolitans were attempting to get some patronage from 

Northern businessmen. 

                                                                                                                                                                                                
italiani, 64 (2005), available at http://www.treccani.it/enciclopedia/adriano-lemmi_(Dizionario-Biografico)/ 

(retrieved 7 Feb. 2018). 
219 Cavour to Cevasco, 9 Jan. 1861, in ibid., 18, 1, pp. 92–3. 
220 Cavour to Nigra, 4 Feb. 1861, in ibid., p. 339. 
221 Cavour to Nisco, 18 Mar. 1861, in ibid., 18, 2, pp. 735–6.  
222 Savoia-Carignano to Cavour, Naples 31 Mar. 1861, in ibid., p. 835.  
223 Sacchi to Cavour, Naples 9 May 1861, in ibid., 18, 3, p. 1055. 
224 Nigra’s report on the Lieutenant Government in Naples, Naples 20 May 1861, in ibid., p. 1239. 



218 
 

On 3 January 1861 the National Bank was still waiting for an answer from the government in 

Naples and was becoming increasingly nervous. President Cotta – a Turinese banker – proposed 

that they should pay the first instalment of the 6 million-ducats loan if they were authorised to 

open a temporary branch and the rest only once the authorisation was definitive. (It goes without 

saying that no money at all would be given otherwise.)225 In Naples, too, the major merchant-

bankers were anxiously awaiting a response from the local government. On 12 February no less 

than Meuricoffre, Forquet, Degas, Sorvillo, Gundersheim, Bonnet & Perret, and Minati & Arlotta 

were urging the Genoese Mauro together with his fellow citizen banker Oneto,226 both counting 

among the venture’s promoters, to talk to Cavour regarding the establishment of their ‘Neapolitan 

Bank’. 227  ‘A great many most honourable merchants’, represented by the lesser Visetti and 

Radice, were also petitioning for a bank, claiming that the government had so far neglected ‘what 

is indispensable to foster the prosperity of these provinces’ and that ‘the most indispensable and 

urgent’ institution – to finance industry, trade and economic relations with the countryside, 

‘abandoned to ignorant and poor labourers’ – was a bank of issue, a bank of issue, however, 

which had to be independently managed by Southerners according to their own interests and 

customs.228 

Meanwhile Nisco, then Director of the Department for Agriculture, Industry and Trade in 

Naples and as such receiving ‘several proposals of banks of issue’, was doing his best to thwart 

the efforts of his fellow countrymen. Writing to Secretary General of State Nigra, he too argued 

that ‘one of the [South’s] most urgent needs’ was the updating of its banking institutions, ‘almost 

entirely left in the mire’. In his view, the Bank of Naples was but ‘a monument of antiquity which 

should no longer last, at least for the sake of the government’s decorum’. His plans to reform the 

credit system, however, had met with fierce resistance by those who – in Bourbon fashion – 

viewed ‘the bank, the stock exchange, the chamber of commerce’ as mere tools of public finance 

and who thought that financial development had to be stifled so as to push people, for a lack of 

outlets, to finance the Treasury. To avoid conflict with the Finance Department, then milking the 

Bank of the Two Sicilies, he simply pleaded for the prompt establishment of a branch of the 

National Bank, ‘leaving to the Finance [Department] the responsibility, or the glory, in front of all 

Italy to preserve our Bank in its entirety as a temple of Vesta’. In the absence of a modern credit 

system, the National Bank, then, would necessarily have to support public works, too.  

Placed on the most fertile soil of the world, between East and West, whose trade destinies we 

could group together and rule ... – he complained – [w]e have neither railways, nor roads, 

channels or ports because we are poor, not of money, but of institutions able to put it into 

circulation, turning it from wealth into capital.229 

Once in the General Council of the Bank of Naples and later as director of its branch in Florence, 

Nisco would hold quite a different stance towards the National Bank and the government in 

particular, going so far as to blame it for the failed attempts to establish a local bank of issue that 

he himself, as a civil servant, had done so much to foil.230 But for the meantime, he considered 

himself just one of the lackeys of Cavour, whose praise he deemed ‘the highest reward for a man 
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of government, a man frankly and straightforwardly Italian’. At the end of March, he was thus 

calling upon representatives of the National Bank to overcome ‘the great difficulties which 

Neapolitan big business, desirous of establishing a Neapolitan-only bank [was] raising’: 

the desire for autonomy of each and every [merchant] house is predominant here at present: it 

is the opposition’s catchword, precisely because it represents the aspirations of different 

interests. 

To be successful in its fight against centrifugal forces, the unitarian project had to appeal to 

material interests. ‘Liberty ought to be made useful to make it loved’, he insisted, ‘otherwise, 

once the original enthusiasm begins to wear off and is replaced with utilitarian calculation, one 

cannot be expected to love the new order, from which after all everyone hopes to extract the best 

profit for oneself’. It was therefore ‘indispensable’ to present Italian unification as an ‘economic 

need’, rather than merely as a ‘need of dignity and defence’. ‘If the barbarians wanted us poor to 

enslave us more easily’, so his reasoning went, the new government had to promote growth to 

create freedom and prosperity, and he was proud that Cavour approved his engagement in favour 

of the National Bank.231  

His efforts finally paid off: in August the National Bank was authorised to open its head 

offices in Naples and Palermo together with some branches in the South and elsewhere (Table 

D.1).232 The additional concessions which in April Bombrini still envisaged for the Southern head 

offices 233  had meanwhile disappeared. Southerners were also disadvantaged as shareholders: 

besides having to subscribe shares at a premium, they would be assigned only 12,000 (10,000 for 

the Neapolitans, 2,000 for the Sicilians) out of the new 60,000 shares. 40,000 would go to the 

former shareholders (Genoese, Turinese and Milanese) and no fewer than 8,000 would be issued 

at a later date.234 Yet reserving just 10,000, or even 15,000 shares to Neapolitans seemed grossly 

inadequate with respect to the city’s importance.235 Eventually, pending a nationwide banking 

reform, the share issue for the Southern market was delayed until 1865 (see Chapter 30). 

Besides getting neither their own bank nor a special treatment from the National Bank, 

Neapolitans risked losing the bank they already had. In its draft of the report to His Majesty 

concerning the expansion of the National Bank, the Ministry for Agriculture, Industry and Trade 

described the Southern deposit banks as a ‘pale imitation’ of modern banks, whose business was 

confined within ‘enormously narrow and degenerate boundaries’ owing also to ‘government 

meddling, which reached its ultimate expression’. The Ministry went so far as to claim that 

‘[m]ost of the operations of the National Bank and the [Southern] Banks have nothing in 

common; for the rest, resemblance is only nominal’, except for discounts, fairly limited at that 

time (and, one should add, unsurprisingly so given the credit lent also to the new government). 

The National Bank, introducing banknotes ‘in those wealthy yet wretched provinces’, was 

expected to ‘reduce’ the discounts and deposits of the Southern banks even before these were 

eventually forbidden from providing them.236 
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The idea was to dismember the old banks: no longer treasurers of the state, they had to cease 

discounting to make room for the National Bank and were to be pushed back by centuries to their 

ancient role of mounts of piety with a flavour of savings bank.237  

This way I flatter myself we might achieve the transformation of the banks, whose 

existence is in my view utterly incompatible with the organisation of credit in the Southern 

provinces, 

commented in November 1861 another Southerner, Cordova, then Minister for Agriculture, 

Industry and Trade.238 History would prove him wrong, however, and he failed in getting rid of 

them then, much as he had in 1848 (see Chapter 4). Ironically, the Piedmontese Sacchi showed far 

better insight when in summer he recommended not hurting Neapolitans’ feelings by concealing 

from them as long as possible both the intended demise of their ‘ancient glory’, the Bank of the 

Two Sicilies, and the future use of their deposits for loans to the state and municipalities. ‘The 

Bank of Naples [was] age-old and so deeply rooted in people’s ideas and habits – he warned – 

that any direct attack would cause infinite clamours’ and, more worryingly, a run on the Bank, 

something that had to be carefully avoided, lest the Treasury be forced to pay back its due to it. 

Personally, he was convinced that the character of Southerners was such that the government 

could easily sway them, provided that it acted ‘with shrewdness and caution, avoiding challenging 

their ideas and habits head on’. 239 

As in spring the hope of founding their own bank faded, Southerners themselves were asking 

– at least – for a branch of the National Bank. Yet by that time the situation in the South was so 

bad that the bank was unexcited at the prospect of opening too soon: after all, an Italian monetary 

system had not been created yet and crime was raging out of control. However, it took the chance 

to improve its bargaining position in front of the government, eager to show Southerners its 

constant care. In exchange for a speedy establishment of branches, the bank urged the government 

to carry out the reform of the monetary system. Moreover, under the pretext that too close a 

relation with the Treasury might ‘unfavourably impress’ the Southern market, it rejected the 

obligations to both a 60 million and a 30 million advance to the Treasury that the government 

wanted to introduce in its statutes.240 

The bank was so hasty in establishing itself in the South – both to please the government and 

for its own sake – that it had no time to take care of security in its own branches and was forced to 

avail itself of the Bank of Naples for temporary safekeeping. Although accepting banknotes and 

securities was against its bylaws, the latter bowed to this request, unwilling as it was to give any 

pretext to an already hostile government for accusing it of unpatriotic stonewalling.241 The truth 

was that the Bank’s board had been shocked when in early July it was informed by the 

government of its intention to liquidate the Discount House and forbid it to carry out ‘whatsoever 

operation with the public’, leaving it only the option of lending to the public sector. It was in this 

very moment, when it faced annihilation, that it began building its line of defence, developing 

arguments that two years later Avitabile and an oblivious Nisco would so forcefully throw into 

the face of the royal commissioners (see Chapter 28), to wit: that the Bank of Naples had always 

retained its private character, that the Discount House had been founded to be ‘a powerful barrier 

against the unbridled greed of big business’, that ‘in a free country monopolies and privileges 
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ought to be banned, that the Government always benefits the more, the more numerous are the 

credit institutions it has and that a nation cannot be denied the possibility to drawn upon all its 

resources’ and that, finally, the Bank of Naples had the right to survive by the same token that the 

National Bank had to thrive. However, to send a clearer message, the board also reminded the 

government that, once it abolished the Discount House, it would need to ‘immediately’ repay its 

debt of 36 million lire and that in the future it could forget about credit facilities for the public 

sector.242 

Certainly not by coincidence, a few weeks later the newspaper Il Pungolo ‒ which in January 

was still blaming the government for the refusal by the Bank of Naples of the National Bank notes 

in its daily business (agreements on mutual note clearing should have been ‘one of the first 

measures to take’ after unification!) and wishing for the merger of the two institutions243 ‒ was 

now blaming it for its haste in getting rid of the former and its excessive zeal to establish a branch 

of the latter, not deemed ‘an immediate necessity’. Just as the French Revolution, instead of 

rejuvenating the Genoese House of St. George, 244  ‘one of the greatest glories of Italy’, had 

destroyed it ‘out of wrath towards the past’, albeit in the name of ‘innovation’, so the Italian 

government too was trying to destroy the Bank of Naples under the banner of ‘unification’. 

Unification, the newspaper complained, had become synonym for homologation – and turned into 

‘craze for destruction’.245 The changed attitude of Il Pungolo clearly hints at the cleavage between 

different interest groups within Southern society and admonishes the historian not to take at face 

value contemporary tirades against the government or the National Bank (as well as those in their 

favour, of course). On both sides, North and South, private interests were disguised as general 

needs and the prosperity of one institution as the common good. 

The Bank of Naples consciously framed the debate over its own survival as a struggle for the 

South’s economic independence. Still today the Bank is often portrayed as a champion of local 

interests against Northern usurpers.246 Yet, no less than by the National Bank, it was threatened at 

that time by Southerners, who, acting from within the government, like Nisco, Cordova, Scialoja 

and – as we shall see – Manna, or as private businessmen did not equate their own interests with 

those of the Bank. Once their project of creating a new bank failed, men like Forquet, 

Meuricoffre, Arlotta, Perret, Vonwiller, Degas and Gundersheim were all warmly welcomed into 

the regency board of the National Bank in Naples, together with Balsamo, Pook, Auverny, 

Rogers, Cilento, Lenzi and, last but not least, Adolphe de Rothschild,247 who would close the local 

family branch in 1863.248 By contrast, those who for whatever reason were excluded or found 

themselves already on board the Bank of Naples could crusade for it in the name of the South, 

including men like Nisco, whose loyalty always proved no less fickle than vociferous. 

It would therefore be wrong to see Southerners merely as the passive victims of Northern 

colonisers. True, especially in this first phase, when the government’s ‘grand strategy’ was still 

the one devised by Cavour and the South was under military occupation, the Southern spirit of 

enterprise was not particularly welcomed, especially when it encroached on Piedmontese 

interests. However, precisely the uncertainty prevailing at that time allowed local elites some 
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room for manoeuvre. A man like Avitabile, though historically on the ‘wrong’ side, exploited all 

the possibilities at his disposal – social mobilisation through the press, a mixture of diplomacy 

and assertiveness towards the government and the National Bank – to promote ‘his own’ 

institution. Like him, a prominent part of the Southern establishment consciously took the other 

side. Talking of ‘colonisation’ or ‘exploitation’ thus implies a moral judgement on the reasons of 

those who willingly embraced the government’s policy and of those who did not. If the 

government had some good, technical reasons to push for a unified system of payments managed 

by the National Bank, the Neapolitan bankers who at first wanted their own bank evidently 

renounced it once they understood that the Neapolitan branch of a nationwide, pro-government 

institution would serve their interests equally well.  
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30 

The Leopards’ Bank 
 

 

 

They are coming to teach us good manners but won’t succeed, because we are gods.  

PRINCE OF SALINA
249 

 

Although as late as 1863 the government, in the shape of another Southerner, Minister Manna, 

was still trying to suppress the Discount House, the Bank of Naples, strong in popular support, 

was able to weather this storm once again (see Chapter 34). The National Bank, by contrast, had 

to toil hard to win over the Southern market. It had first to captivate some leading bankers and 

appoint them to its board, then – as we shall discuss in Chapter 33 – to instil trust in the wider 

public in order to sustain its note circulation, and all this in a period of intense monetary 

turbulence. Top Neapolitan bankers proved in the end quite amenable, so that Bombrini did not 

even need to bestow on them all the privileges he had initially considered. But this was not the 

case for Sicilians, whose particularism was as extreme in banking matters as in anything else. At 

first glance, the rough screenplay looks akin to that played out in Naples. After the change of 

regime, Sicilians had tried to pre-empt the market by founding their own bank; meanwhile 

Bombrini was lobbying in Turin to establish a branch of the National Bank in its stead. In the end 

local notables jumped on the bandwagon, but the Bank of Sicily managed to survive, although 

impaired by a penniless government and an ever-threatening National Bank.  

Despite these apparent similarities, however, there were some striking differences. First, 

unlike in Naples, where the real challenge to the National Bank came from the Bank of Naples, in 

Sicily it came from its own branch. Second, during the 1860s the relationship between the 

Piedmontese and the Sicilian bank was much more of a complementary than competitive nature 

(see below and Chapter 33). Third, from the very beginning the positive impact in terms of credit 

development due to the presence of the National Bank – albeit in a framework of ‘passive 

modernisation’ – was considerably larger in Sicily than on the southern mainland. Moreover, the 

comparison between the transition towards ‘modern’ private banking introduced from the North 

and Bourbon banking in Sicily highlights both the structural weaknesses of the latter and the 

negotiating character of the expansion of Northern finance in the South. These are all major points 

the literature has so far overlooked and which refute both a homologation of the Neapolitan and 

Sicilian cases and a naïve colonial perspective in which Southerners fight to defend their 

traditions and their monies against greedy Northerners.  

Shortly after the Expedition of the Thousand, a group of the most influential Sicilian 

businessmen (Ignazio and Vincenzo Florio,250 Chiaramonte Bordonaro, Pojero, Raggio, Varvaro 

and son) had obtained from the Garibaldian government the authorisation to found their own 

joint-stock bank with a capital of 6 million lire and possibly branches all over Sicily.251 We do not 

know what really happened, apart from the fact that the bank was never established. The easiest 

conjecture is that, like in Naples, they did not find the Lieutenant Government who succeeded 
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Garibaldi to be so encouraging, but rather subject to the influence of the National Bank.252 

However, the promoters of the new bank had probably also been less than zealous. The Florios, at 

least, were suspected of scant enthusiasm for their own venture, which, apparently, was also 

meant to replace the public discount houses. For this reason, the project was disliked by brokers 

and merchants alike, who preferred to do business with a credit institution guaranteed by the 

government as before.253 This lack of zeal, as argued below, was probably real and well founded. 

It stood in sharp contrast to the attitude of the National Bank, which, determined to open its own 

branches, easily succeeded in co-opting the local establishment. Sicilians had evidently been 

pleased by the generous offers advanced by Bombrini but, unfortunately for him, held him to his 

word. 

On the one hand, they absolutely wanted Palermo to become a head office like Naples: ‘the 

antagonism that [has] for so many years divided the two cities’, as the Sicilian Lieutenant 

elegantly put it, ‘does not allow either of them to tolerate a privilege or an advantage to the other, 

not even one of little import’,254 and certainly the advantage of being a head office instead of a 

branch was no small advantage. On the other hand, Sicilians had no intention of paying for it. By 

statute, in order to be appointed, regents had to deposit 30 shares of the bank each – something 

Sicilians, unlike Neapolitans, had no intention whatsoever of doing. Their refusal was partly 

justified, since the National Bank ‒ unlike in Milan, where it had offered Lombards newly issued 

shares ‒ now wanted to open its new offices even before Parliament could ratify a further capital 

increase. As a consequence, Southerners would have to buy shares at a premium from Northern 

shareholders – a premium the latter would greedily keep as high as possible. Moreover, a 

centralised, tightly controlled, profit-driven company such as the National Bank also seemed 

foreign to their business habits. Previously they could sit on the discount committees of the Bank 

of Sicily distributing credit – to themselves and their affiliates – without risking their own money 

within an institution whose solvency was guaranteed by the government and, what is more, 

swamped with cash. Why should they pay for the loss of their independence within an enterprise 

that – at least to a minimum degree – wanted to make its managers accountable and which was 

sitting on bags not of silver but paper? ‘Fearing to sacrifice their own interests in promoting an 

institution to the advantage of others, they stubbornly refused to form the board of directors’, 

Minister Cordova was told.255 

Neither were they willing to buy 20 instead of 30 shares, although the ‘honourable men’ 

Bombrini had approached were the island’s ‘main bankers and merchants’. In the end, they agreed 

to purchase only as few as 6 shares before and the rest after the new issue, and this only against 

the formal promise that Palermo would be later upgraded to head office. In practice, though 

formally being a temporary branch, they would form a board of 15 members as if they were a 

fully-fledged head office. The National Bank appointed two of the promoters of the competing 

project, namely Varvaro and, unsurprisingly, Vincenzo Florio, while Bordonaro and Pojero were 

considered but not elected.256 The branch of Messina was finally opened in November 1861, 

followed by that of Palermo in December and a third one in Catania in January. Messina and 

Catania, being proper branches, did not pose a problem to the headquarters, unlike Palermo’s 

‘head office in disguise’. 
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In 1864 Palermitans were still complaining to the Superior Council that they were not 

allowed to choose their own employees – a deadly wound to their honour in a society based on 

clientelist networks, though a very wise rule for a company that at its very beginning had had, 

quite literally, to pay for its inability to keep a tight rein on its branches (see Chapter 20). The 

controversy was originated by the fact that, as we shall see in Part Five, the reform of the National 

Bank was still pending: no further capital increase had been decreed since 1859, so that the only 

fully-fledged head offices – the only ones that could autonomously appoint their own staff – were 

Turin, Genoa and Milan. Until then, the fact that employees in Palermo were accordingly chosen 

by the headquarters had ‘always been tolerated by many begrudgingly and perhaps by some taken 

so badly that they preferred to resign’.257 But now, after the latest appointments made in Turin, the 

whole board was ready to resign en masse.  

Despite Florio’s mediation, they went as far as to decide not to meet again before full 

recognition of their claim.258 On its part, the National Bank ‘loved legality too much’ to surrender 

and would rather put Palermo under extraordinary administration.259 The affair developed into a 

surreal scandal in which the local director Rombo – a Northern outsider and long-serving officer 

of the bank – was, at the same time, duly informing Bombrini about and being intimidated by the 

local president and secretary into concealing from the Sicilian board the decisions taken in Turin. 

An agreement seemed to be reached when the Ministry promised that the upcoming banking 

reform would finally recognise Palermo as a head office. The National Bank also informally 

agreed that Rombo would not officially communicate to the local board that it rejected Palermo’s 

unlawful claim to act as a head office. Nonetheless, the feud continued as Palermo wanted the 

headquarters to officially mandate Rombo to keep that communication to himself – despite 

Palermitans unofficially knowing perfectly well what it was – so as not to ‘hurt their feelings’, an 

order which Turin rightly perceived as a recantation. In January 1865 three board members 

resigned in protest and so did Florio a few months later.260 The dispute was resolved when a 

capital increase from 40 to 100 million was finally decreed, reserving 12,500 shares to the South 

(Tables D.3). 

The case of Palermo mercilessly exposed the weakness of the National Bank – allegedly a 

predatory institution – vis-à-vis Southern elites. The blunt truth was that in order to hasten the 

opening of its branches for the sake of monopoly, the National Bank had to yield to the demands 

of the local establishment, unwilling to buy its shares in return for being allowed to sit on its 

boards. Sicilians had deposited only 6 shares per capita, Neapolitans 20 – although they did not 

enjoy any greater autonomy than Sicilians –, while in Foggia nobody wanted to pay261 and in the 

rest of the region the appointed officers had often deposited an insufficient number of shares. In 

late 1864, to the protests of the headquarters Bombrini replied that he was prompting them to 

comply, ‘although with the moderation necessary to prevent too many resignations and even the 

dissolution of some boards’. After all, he cautioned the Superior Council, ‘no single board of the 

Southern branches would have been possible’, had he not ‘sacrifice[d] the strict observance [of 

the rules] to the possibility of establishing new branches’. Such obstructionism does not 

automatically hint at the less prosperous economic conditions of the South (as we shall see, at 

least Sicilian depositors had plenty of money). But in all likelihood it does hint at the bitterness of 

its business elites when seeing that, while Lombards had been able to join the new bank with full 

                                                                 
257 ASBI, BI, VCS, regg., 16, 23 Aug. and 20 Sept. 1864. 
258 Ibid., 25 Oct. 1864. 
259 Ibid., 6 and 20 Sept. 1864. 
260  Ibid., 6 Sept., 15 and 29 Nov. 1864; ibid., 10 Jan. and 13 June 1865. Florio later withdrew his 

resignation, ibid. 25 July 1865.  
261 Ibid., 4 and 18 Oct. 1864. 



226 
 

rights immediately thanks to a favourable capital increase, after four years they still had not 

(although, as explained in Part Five, this delay was due not so much to ill will as to the – 

eventually unsuccessful – attempts at a nationwide banking reform including Tuscany). 

More importantly, however, it demonstrates to what degree the expansion of the National 

Bank was negotiated on the ground and not imposed from above. Through their passive resistance 

Southerner businessmen were able to reap the fruits of a new credit institution (which they fully 

controlled, at least as regarded credit distribution) while reducing their commitments as much as 

possible under the pretext that they neither knew nor trusted it enough to risk their monies.262 The 

importance of bargaining at local level is further demonstrated by the different deals local 

business communities were able to negotiate with the National Bank based on their affluence and 

size as well as their combativeness and inner cohesion. Nonetheless, although particularly 

relevant in the South, this lack of compliance was not a uniquely Southern phenomenon: in mid-

1865, besides Foggia, Catanzaro and Lecce, branch administrators in Pesaro and Ascoli Piceno 

(former Papal States) had also deposited no shares, while in Cagliari, Savona (former Kingdom of 

Sardinia) and Parma they had not deposited enough, as was the case for the Southern towns of 

Bari, Aquila, Chieti and Reggio Calabria.263 

The fact that the National Bank was not in a strong bargaining position, and was far from 

behaving like a colonialist institution unnecessarily replacing its Southern counterparts, is even 

more clearly shown in its relationship with the Bank of Sicily. Unlike the Bank of Naples, the 

latter, despite its affluence, did not pose a serious threat to the National Bank, although the 

Sicilians sitting on its board, including Florio, wanted to preserve it at least as a deposit bank. The 

Lieutenant Government, by contrast, had been proposing with quite good reason to abolish it 

altogether since 1861.264  The Bank of Sicily was a big money box, with almost 40 million 

reserves in the early 1860s: a little less than the Bank of Naples and a little more than the National 

Bank itself (Figure D.4). While the literature has always focussed on the latter banks, neglecting 

the Bank of Sicily as a peripheral institution, these are truly staggering figures. In per capita 

terms, on the eve of unification the reserves of the Bank of Sicily dwarfed those of any other 

Italian bank of issue (Figure D.5). The Bank’s accounting records have never been thoroughly 

analysed, 265  but they would certainly shed new light on the level of affluency and wealth 

inequality within the Sicilian society. Which, by the way, might also help explain the haughtiness 

of the Palermitan regents towards the National Bank. 

Shocking as it may sound, this huge capital was virtually unproductive. With two to eight 

times more per-capita reserves than the National Bank had at its disposal to boost the 

Piedmontese economy and finance unification, the Bank of Sicily had contented itself with 

safekeeping its deposits, apparently to the full satisfaction of the government and its clients. It 

comes therefore as no surprise that the new regime feared that maintaining the Bank of Sicily 

along with the National Bank would encourage cash hoarding to the detriment of productive 

investment through the latter. True, the Bank of Sicily also managed two discount houses (in 

Palermo and Messina), which had started their operations in 1859 with funds provided by the 

Treasury. The island’s invasion, however, had suddenly brought their business to a sudden halt, as 

the new government, between 1860 and 1861, got its hands not only on the funds provided by the 

Treasury but on private deposits as well, for an amount of almost 8 million lire, half of which was 

                                                                 
262 See ibid. 
263 Ibid., 4 Apr.1865. 
264 Giuffrida, Il Banco di Sicilia, 2, pp. 150–8.  
265 The only major works on the Bank are Giuffrida, Il Banco di Sicilia, and Asso, Banco di Sicilia. 
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still due in 1870.266 Palermo, the island’s capital, was soon able to restart its operations, while 

Messina, which in November 1860 had been forced to transfer all its funds to Palermo,267 still had 

no money to discount in 1867.  

What might seem a typical instance of financial colonialism – namely the plunder of the local 

banks by a foreign power and their partial replacement with a Northern institution – was in fact a 

major financial breakthrough. For an entire decade, the Sicilian economy was financed not by its 

local deposit bank (active only in Palermo), but from the six National Bank branches (see Tables 

4.1 and D.1, Figures D.11, D.12 and D.13). And this was not because the ‘temporary theft’ by the 

Italian Treasury had deprived the Bank of Sicily of its resources. However large in absolute terms, 

this was paradoxically of little import when compared to the 30‒40 million lire the Bank still had 

in its vaults (Figure D.4). If anything, the forced loans to the government testify not to its rapacity 

but to its fear of political reprisals in case it violated the ‘sanctity’ of the Bank’s deposits on a 

larger scale. Despite their relative smallness, when in late 1862 the government again put forth the 

idea of ceasing the discount activities of the Bank of Sicily, the latter, bolstered by the 

businessmen serving on its discount committees, was able to resist, boasting the benefits of 

banking pluralism in terms of credit provision. 

If such an argumentation, provided without reference to the business volume of the National 

Bank – as done by Giuffrida, a distinguished scholar of the Bank of Sicily – might at first sight 

appear reasonable, it becomes ludicrous when put into context, at least as regards Sicily at large. 

While the National Bank would have been unable to fully replace the Bank of Naples as a credit 

provider, had it succeeded in destroying it, it would have been perfectly able to do so in Sicily. In 

the former case, it would have had to increase its total credit provision by roughly 20 per cent, in 

the latter by 0.1–0.3 per cent (cf. Figure D.11)! Before 1870, therefore, the only reason to 

maintain the Bank of Sicily was apparently its issue of deposit notes. The Bank of Sicily alone 

had a note circulation within the island which was one-third of that of the National Bank over all 

Italy (Figure D.6). Before 1866, for each Sicilian there were on average 12 lire fedi of the local 

Bank, against 5 lire banknotes of the National Bank for each Italian (Figure D.7). And if this 

sounds impressive, it is even more so when we think that, theoretically, the Sicilian bank could 

have had a circulation two times higher – thus surpassing the National Bank – had it kept a one-

third reserve ratio (Figures D.9.c). While during the 1860s the Bank of Naples adopted a reserve 

ratio just slightly higher than that of the National Bank (around 40 per cent), the notes of the Bank 

of Sicily continued to be virtually 100 per cent backed by deposits – a striking fact that 

differentiates the Sicilian bank remarkably from both its Neapolitan sister and the National Bank 

(Figure D.8). Sicilian fedi, therefore, were literally ‘as good as cash’ – an advantage apparently 

highly valued in a society where the rich were rich enough to be more concerned about 

safekeeping and money transfer than credit and investment.   

If the only service the Bank offered on a large scale to the whole island was the issue of 

paper money, there was another, merely parochial, reason to champion its cause, namely the 

credit it provided in Palermo alone. This amount was still derisory when compared to the total 

amount of the Bank’s reserves but not negligible when compared to the lending of the National 

Bank branch until 1864 (Table 4.1). While in those first years the latter was mainly discounting 

bills of exchange, the Bank of Sicily was mostly making advances on public debt securities. 

Credit to rentiers was thus provided by the Bank of Sicily, while trade was financed by the 

National Bank. Not until 1870, however, did the Bank of Sicily lend as much as the National 

                                                                 
266 ACS, MAIC, CP, IBS, b. 474, f. 2303, Caccia to the Finance Minister, Palermo 11 Nov. 1861; RD 1 

May 1870, no., 5637, in Racc. Uff. DD. LL. 
267 Giuffrida, Il Banco di Sicilia, 2, p. 167. 
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Bank in Palermo, while thereafter its credit activities finally expanded along with the creation of 

its own branch network.  

The very fact that the Palermo Discount House ‒ utterly unable as it was to make better use 

of its vast resources ‒ was simply irrelevant outside the city precincts in those early years, rather 

than useful as its managers claimed, was probably the reason for its survival. While the 

Neapolitan Discount House was too large to be defeated by the National Bank, in Sicily its 

homologue was so small that it could be temporarily tolerated, despite the legal prejudice to the 

question of monopoly resulting from the Bank’s very existence. In Sicily, therefore, unlike on the 

mainland, the former Bourbon bank and the National Bank could work alongside each other as 

complementary rather than competing institutions. More precisely, the National Bank provided 

credit while the Bank of Sicily was collecting money and managing the payment system, besides 

making advances to the Palermo well-to-do. If we acknowledge this structural bifurcation, we can 

tell a story which is remarkably different from the standard one of a Piedmontese bank foiling 

Southerners’ attempts to develop their own joint-stock banks or local elites spearheading their old 

bank. We can also much better appreciate the fundamental difference between the Bourbon 

banking system and the Piedmontese one. Looking at Naples is looking at the system working at 

its best – in Sicily, at its worst. Hence, it is from this latter perspective that the true differences 

most clearly emerge. 

In Sicily on Garibaldi’s arrival there was a public deposit bank with almost 50 million lire of 

private deposits, three-quarters of which were in the aristocratic capital of Palermo and the rest in 

the trading port of Messina. Of this remarkable sum, nothing was used to provide credit. The two 

public discount houses worked on the basis of a total endowment of one million ducats (4.25 

million lire), courtesy of the Bourbon Treasury, that is taxpayers’ money.268 The sum was tiny and 

the discount houses had been established very late because, as explained in Chapter 4, the 1848 

revolution had drained the public coffers. Nostalgics – in a mercantilist mood – would consider 

the fabulous amount of private deposits in the Bank of Sicily a sign of the South’s wealth as 

opposed to Piedmontese indebtedness and paper circulation. Yet what these figures really show is 

that the only meaningful difference was that, while in Piedmont-Sardinia wealth was multiplied, 

in Sicily it was not. Since the Bank of Sicily was issuing deposit notes, these sums did in fact 

circulate within the economy, but without fuelling credit expansion. Having a bank in Sicily was 

simply sparing depositors the inconvenience of using heavy coins in their transactions or caring 

too much for the safety of their strongboxes. 

One may speculate why the Bourbons did not tap into Sicilian deposits: most likely, after 

1849 they had no intention of ruffling the feathers of their holders. In any case, it would be all too 

easy to blame the government for this waste of resources. There was no state monopoly on 

banking. Instead of depositing their monies into the Bank of Sicily, Sicilian capitalists could have 

either used them to found a new bank, or simply invested or lent privately, had they wanted to. 

We still lack an answer as to why this did not happen: was it the triumph of a passive rentier 

attitude among opulent agrarian elites? Was it fear of the destabilising social effect of credit 

creation and investment? It seems unlikely that such prodigious wealth hoarding reflected a dearth 

of investment opportunities in a region which lacked everything, starting from a decent transport 

network. In the absence of specific research, we can only wonder what the island’s economic 

development could have been like with more modern credit institutions.  

                                                                 
268 This amount was slightly increased in early 1860, see Giuffrida, Il Banco di Sicilia, 1, p. 139. 
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The Italians proved almost as kind as the Bourbons to Sicilian depositors in the light of the 

much worse conditions of their Treasury. Urged by necessity, the Italian government had been 

forced to touch upon the endowment of the discount houses as well as private deposits, with the 

result that credit provision was reduced in Palermo and discontinued in Messina. Yet, despite 

some panicked withdrawals and public forced loans like in Naples, the Bank of Sicily was still 

left with more money than the National Bank (Figure D.4). Under a new, liberal regime, we 

would expect Sicilians to lobby the Italian government until they obtained the independence of 

their Bank – maybe at the cost of generous loans to the Treasury – in order to start discounting 

with its huge deposits rather than with a few public monies as provided under the old statutes. 

Instead, what they did was propose the establishment of a relatively small bank of issue, a project 

they soon abandoned once the National Bank offered them a seat on its boards. Clearly, it was 

more convenient to manage other people’s money than to risk their own in founding a new bank. 

Were this not enough, Palermitans were not even willing to put some skin in the game by buying 

shares of the new bank, although they would have very much liked to enjoy full control of their 

branch. In order to conquer new markets, the National Bank had at last to give in. The Bank of 

Sicily thus survived, but not so much because it was a useful credit institution as because Sicilians 

could safely store their money there while asking for credit from the National Bank.  

That in just the first two months of its existence in 1861 the National Bank branch in 

Messina had been able to lend half a million lire (which skyrocketed to more than 10 million in 

1862) demonstrates how deep the credit hunger in Sicily was – a credit hunger neither the 

Bourbons nor private lenders had satisfied.269 It is also telling in terms of the inner balance of 

political power that, despite the potential size of the market in Messina, the Bank of Sicily 

continued to discount only in Palermo.270 Table 4.1 shows the amount of reserves of the Bank of 

Sicily and its credit provision compared to the National Bank. Unlike the Bank of Sicily, the 

National Bank struggled to collect deposits on the island. To compete with the Southern banks, 

beginning in 1862 it started to offer interest-bearing accounts in the region, akin to sight deposits 

though requiring a few days’ notice for very large withdrawals. Nevertheless, the deposits it 

collected in Sicily were far lower than those of the local Bank. Nevertheless, despite its 

difficulties in raising funds locally, its lending greatly exceeded that of the latter.  

The National Bank, therefore, was not sapping local resources to invest in the North in the 

best colonial tradition. Quite the reverse ‒ it was investing them locally under the management of 

the Sicilians themselves and with the full satisfaction of its clients, we may assume, given that in 

the only city where they could choose between the two banks, Palermitan businessmen flocked to 

the National Bank, not the Bank of Sicily, for discounts. Contrary to the old saying, Sicilians were 

thus able to have their cake and eat it too. For the sake of fairness, we should remark here that the 

transformation of the Bank of Sicily into a modern banking institution was also retarded by the 

government itself, which reformed it only several years after the Bank of Naples (see Chapter 35). 

Yet this stance was reasonable: aiming at creating a centralised banking system, the government 

could not transform such a large money box into a real bank without undermining its own project. 

Less justifiable, though perfectly rational, appears the will of the local elites to conveniently keep 

the Bank of Sicily alive under the old, inadequate statutes, while profiting from the introduction 

of the Piedmontese bank (which to gain ground had obviously to lend generously but struggled to 

compete with the Bank of Sicily for deposits). The Southern economist Emanuele Felice has 

recently (re-)applied to the Southern context the concept of ‘passive modernisation’, that is ‘the 

                                                                 
269  The National Bank could surely have displaced private lenders previously active on the market. 

However, if this happened, it was because of the better credit conditions it offered, so that we can still speak 

of prior ‘credit underprovision’. 
270 The enmity between Messina and Palermo had deep roots, see Ch. 4. 
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adaptation of the Southern ruling classes and society to a modernisation imposed from the 

outside, first of all by the central state, only until it does not challenge vested interests’. 271 

Although controversial as a blanket historical interpretation, it seems at least to describe quite 

well the financial evolution in Sicily during the first decade after unification. 

That there was no overall will to ‘resist’ a Northern invasion in the financial domain, which 

was instead only too profitable, is further confirmed by the absence of a strategic alliance between 

the Banks in Sicily and Naples. Deprived of its funds by Palermo, the destitute Discount House of 

Messina begged for years to be turned into a branch of the Bank of Naples, a project which at first 

Avitabile refused claiming that Messina was bringing no dowry (‘a merger with one who does not 

bring any advantage seems not to be undertaken’) and then apparently reconsidered, trying 

however to exert an undue influence on the Sicilian bank. The merger never did materialise. It 

shows, however, how detrimental to the cause of a ‘Southern banking champion’ this inner 

conflict within Southern society itself had been. After the 1848 secession Sicilians had at least 

obtained the independence of their local bank. Yet this had been left idle, something that would 

not have happened – at least not so utterly – under the management of the Bank of the Two 

Sicilies, judging from Naples. The loss of its wealthy Sicilian offspring left the Bank of Naples 

weakened with respect to the National Bank, so that it could ‘only’ oppose 50 million reserves in 

1861 instead of 84 million to the 30 million of the latter (Figure D.4). Moreover, as we shall 

explain in Chapter 33, the Bank of Sicily perversely served the National Bank’s attacks to the 

reserves of its forebear in Naples. The history of Sicily thus dispels the myth of a prosperous, 

though different, Southern banking system shattered from the outside. It rather tells a story of 

wealth hoarded, old institutions there was no real will to renew and new ones exploited with 

peerless presumptuousness. 

  

                                                                 
271 Felice, Perché il Sud è rimasto indietro, p. 91. This dichotomy was first applied by Luciano Cafagna, see 

Lupo, La questione, pp. XIII‒IV. 
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Conclusions 
 

 

 

 

Since 1860, the South’s annexation has been couched in terms of colonialism. In the past, it was 

portrayed as the ‘liberation’ from an allegedly ‘foreign’ and ‘exploitative’ power, the Bourbons.272 

More recently the picture has been reversed: colonisation only started once the benign, domestic 

rule of the Bourbons was violently overthrown by a ‘foreign power’, namely the Kingdom of 

Sardinia. Financial progress brought from the North, though integrated into the nationalist 

discourse, was never given pride of place in the list of Risorgimento achievements. Southern 

revisionists, by constrast, revamping a narrative which began developing in southern Italy – 

especially Naples – in the wake of unification, have presented the South’s conquest also as a 

financial collapse of epic proportions that would eventually impinge on regional growth and 

replenish the state’s and the National Bank’s empty coffers with Southern coin. 

Conquering the South was indeed an expensive business. Piedmont had further sunk into 

debt with the Second War of Independence. The military campaign in the South, soon turned into 

a years-long crypto-civil war, contributed to a new spike in debt, as did the questionable financial 

management of the garibaldini. The breakdown of authority resulted in a breakdown of the 

financial system. Money was either sent abroad or hoarded, while the Bourbon payment system 

was thrown into disarray by military expenses, bank runs and the uncertainty surrounding the fate 

of the public deposit banks. In place of their high-valued Neapolitan rentes, Southerners were 

given rapidly depreciating Italian ones. Though rarely noticed, monetary unification – which 

should have symbolised Italy’s refound unity – took a heavy toll on the Southern economy and, 

by its very slowness, came eventually to epitomise the lengthiness of the South’s integration 

within the new country. 

Southerners had not only to change their accounting system into that of victorious Piedmont, 

they had first to barter their precious silver for depreciating gold,273 their copper for bronze, and 

later to suffer the ravages of banknote inconvertibility owing to the sorry state of public finance, 

as we shall see in Part Five. In the first years after unification, Italy was monetarily as divided as 

ever, with the North on a de facto gold standard and the South swamped with old currency and 

worn and clipped coins too bad to be sent abroad. After the abolition of note convertibility in 

1866 the monetary divide still existed, with specie commanding a higher premium on paper in the 

South than the North, bronze small change flowing to and being hoarded in the South, and 

recoinage brought almost to a standstill by exports of lire rather than ducats within the Latin 

Monetary Union and the Southerners’ unwillingness to part with their cash holdings. The new, 

subordinate role of the South was made clear also by the decision to entrust the National Bank – 

                                                                 
272 Cavour’s correspondence in 1860 was for instance reprinted in the 1950s under the telling title The 

Liberation of the Mezzogiorno (Cavour, C., La liberazione del Mezzogiorno e la formazione del Regno 

d'Italia: carteggi di Camillo Cavour con Villamarina, Scialoja, Cordova, Farini, ecc., 5 vols. (Bologna, 

1949–61)). 
273  Silver ducats were of course exchanged also against silver lire, but the final exchange rate was 

unfavourable, while gold ceased to circulate at market value and was instead imposed at the outdated 1:15.5 

exchange rate. 
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instead of the Bank of Naples – with recoinage, a decision that not only provided the former with 

and conversely deprived the latter of sizeable cash inflows, but also decentralised minting to the 

North, causing further delays and adding to the troubles already created by technical mistakes 

from both the National Bank and the government. 

While monetary disruptions have so far been underplayed or even outright ignored, in-depth 

archival research also challenges many ‘myths’ surrounding the South’s conquest. First, the 

Garibaldian and the Italian governments did borrow from the Southern banks remorselessly and 

there are good reasons to doubt both the efficiency and the integrity of the Garibaldian 

administration. Further research is needed but the claim that the Southern provisional 

governments ‘plundered’ the Treasury – which in turn meant nothing other than higher public 

deficits, which had to be repaid through higher taxes, not paid by Southerners alone – is certainly 

not extravagant. Far less clear, by contrast, is to what extent we can claim that the Southern banks 

– that is, their private deposits, for the government was fully legitimised to exhaust its own bank 

account – have been pillaged, too. As far as we know, the government, albeit belatedly, eventually 

honoured its debts. Moreover, if in Sicily it borrowed from the local Bank as much as 8 million – 

a non-negligible fraction of its total deposits –, one should perhaps not forget that that money had 

previously just been kept idle. In Naples losses were more severe. However, they occurred mostly 

between March and September 1860 as a result of speculative withdrawals by the major merchant 

houses active on the foreign exchange market, capital flight due to panic and, last but not least, 

disbursements by the Bourbon government to pay for the troops, rather than frantic depredations 

by either garibaldini or the Piedmontese. In fact, not only did reserves collapse prior to 

Garibaldi’s arrival but their further decrease until December was rather mild (see Figure 4.5). 

Claims like the following: 

the Bank of Naples’ gold reserve was 443 million gold lire … This gold was immediately 

confiscated by Piedmont – whose own reserve had been a mere 27 million – and transferred 

to Turin274 

are clearly destitute of any value. 

Between September and December 1860, the Bank’s reserve decreased by only 1.3 million 

lire and one year later it had bounced back to more than 50 million. The Bank’s position was 

certainly not rosy: its reserves were largely of bad coin and had become more volatile as a result 

of its uncertain position and – as we shall see in Chapter 33 – also of the attacks of the National 

Bank, while it was still awaiting its due from the government. More than 30 million were lost 

forever, but they had already gone before Garibaldi, while the Bank of Sicily, apart its forced 

loans to the government, began losing reserves only after 1863 due to unfavourable market 

circumstances. 

Second, Southerners did not identify with their local Banks. They had good reasons for 

wanting to retain them (both as large credit institutions they could control and issuers of a specific 

means of payment, the fedi), but could appreciate the value of the National Bank as well. Some 

Southern politicians, like Nisco or Cordova, advocated their demise, while the main merchant 

bankers of both Sicily and Naples, among whom Adolphe de Rothschild, were willing to abandon 

earlier plans of establishing their own joint-stock banks – admittedly, a rather belated endeavour 

to modernise regional banking (cf. Part One) – and throw in their lot with the National Bank. The 

impression of an unreserved support from Southerners for their Banks was carefully crafted by the 

Banks themselves, especially the Bank of Naples, which, thanks to chairmen like Avitabile, was 

                                                                 
274 Seward, D., ‘Introduction’, in id., ed., Naples: A Traveller’s Reader (London, 2018). 
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able to recruit local newspapers to pressure the government. Support for the Banks, furthermore, 

was even weaker in the provinces, as Part Five will argue. 

Third, the relationship of the Banks with the government and the National Bank – though 

particularly confrontational in those early years, when the latter still thought it possible to achieve 

the monopoly of note issue envisaged by Cavour – was far from being one of slavish vassalage. 

The government, while aiming to impose the National Bank as the only note-issuing bank, did at 

the same time renounce its wealthy public banks – after all, it had replaced the Bourbon 

government also in banking – and entrusted them to the local political and business community. 

The Banks themselves were now much less important than before within the new national market 

and devoid of the powerful patronage of the state, but Neapolitans and Palermitans – and to a 

lesser extent Baresi and Messinesi275 – could now manage them freely without much supervision. 

(The consequences of this system are discussed in Part Five.) The Banks’ reform was advertised 

as their restitution to their legitimate private owners after the captivity suffered under the 

Bourbons, creating a black legend according to which the Banks had flourished not because of but 

despite the old government, and creatively assuming a direct link between the old confraternities 

managing the ancient Banks and the local municipalities and chambers of commerce now 

succeeding the new government in this task. During negotiations, the Italian government was 

tough because it wanted to reach a good deal with the Bank of Naples regarding its debt but was 

never really as tough as it could have been, had it retained the Bank’s ‘ownership’. Thus, despite 

its having ‘liberated’ the Bank, it was liable to replace the Bourbons within a discourse 

denouncing the exploitation of the Bank by a rapacious or insensitive government, which proved 

a valuable rhetorical tool for rallying public opinion and crusading for a note-issue oligopoly. 

The National Bank, too, although overtly hostile to the Banks, was pliable towards Southern 

elites. As it fully depended on them to expand southwards, it was willing to infringe its own 

statutes to co-opt them onto its regional boards, whereas its very authority was openly challenged 

by its own Palermo branch. Although Southerners still had to wait a few years before being able 

to subscribe the new share issue of the National Bank, they were given the chance to manage its 

branches despite providing only limited guarantees – if any at all – in terms of holdings of the 

bank’s shares, while at the same time being able to control the public Banks more directly, thus 

reaping the benefits of both new and old banking institutions. 

However, although for the sake of simplicity it is all too tempting to talk of ‘South’, 

‘Southerners’ and ‘Southern elites’, financial history, too, constantly reminds us that these 

unitarian constructs in fact did not exist. Not only did single Southerners have different attitudes 

towards the government and the National Bank, but there continued to exist significant regional 

divides within the South itself. While revisionist literature and the official historiography of the 

Southern banks present them as regional champions, during the first years of unification – and, as 

we shall see, partly also thereafter – they were municipal institutions managed by and mainly 

benefitting Neapolitans and Palermitans (the Messina Discount House itself had by then even 

ceased discounting). Provincials, included by the National Bank, continued to be excluded by the 

Banks’ management, although in this phase this was also due to the difficulties of building their 

own branch network, thus encroaching on the interests of their Northern competitor and opposing 

the Right’s centralising banking policy. The same moral boundaries fragmenting the South under 

the Bourbons survived in unified Italy, most notably the lack of cooperation between the Bank of 

Naples and the Bank of Sicily, which enabled the National Bank to defeat one enemy at a time.  

 

                                                                 
275 As only the cities where the Banks had an office were represented on their boards. 
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Finally, Southerners lost less than one might think from the worsening of public finances. 

The new government could not but recognise all previous sovereign debts, on pain of losing the 

support of the propertied class and foreign investors.276 As a result of national unification, the 

average debt burden of a Southerner grew from 3.6 to 4.5 lire, but the highest increases were 

shouldered by the remaining Italians, now burdened with the public debts of both Piedmont-

Sardinia and the Two Sicilies, which together accounted for 87 per cent of the total. If we further 

distinguish between mainland and Sicily, it was the island which was worse off (Table B.1). 

Moreover, Southerners were doubtless badly hit by the conversion of their Neapolitan rentes, 

traded above par, and the Italian ones, soon free-falling (Figure B.1).277 But the low prices at 

which the new rentes traded also meant higher yields for subsequent purchasers.278 They only had 

to embrace the nationalist cause: provided it could levy enough taxes (possibly on the poor) and 

preserve its unity from foreign aggressions or domestic secessions (mainly the Bourbon loyalist 

insurgence), the new, indebted country offered enticing investment opportunities. These were so 

good, in fact, that Italian capitalists bought national rentes abroad on a grand scale, aggravating 

the monetary crisis that would lead to the corso forzoso of 1866. 

  

                                                                 
276 Public debt was unified in the early 1860s. 
277 Though unified, Italian rentes continued to be traded at different prices according to their geographic 

origin until 1868, reflecting investors’ scepticism about Italy’s survival as a unified country (see Collet, A 

Unified Italy?). 
278 On the arbitrage possibilities opened up by international trading in Italian rentes in a context of domestic 

note inconvertibility, see Tattara, G., ‘Paper Money but a Gold Debt: Italy on the Gold Standard’, 

Explorations in Economic History, 40 (2003), pp. 122–42. 
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Part Five 

Splendours and Miseries: 

Southern Banking Between Note Inconvertibility 

and the 1874 Reform (1866–74) 

The granting of inconvertibility to the National Bank notes in 1866 marked a watershed in Italian 

economic history. This privilege, paradoxically, strengthened both the bank’s economic 

leadership and the political opposition to note-issue monopoly, paving the way for the 1874 

banking reform. In the first years after unification, the Italian economy developed along 

‘Cavourian’ lines, encouraging private enterprise and infrastructural investment but at the same 

time increasing domestic and foreign indebtedness, thus making the country vulnerable to capital 

outflows to the extent that on 1 May 1866 – shortly before the outbreak of the Third War of 

Independence – the government declared the National Bank note inconvertibile legal tender. This 

decision, discussed in Chapter 32, further hampered monetary unification in the South and gave 

rise to a new North-South divide, as specie commanded a higher premium on notes in southern 

Italy. It also definitely tipped the balance of note circulation against the Southern banks of issue 

after years characterised by the lukewarm acceptance of the National Bank notes in the South and 

conflicts between banks over the mutual exchange of notes, as explained in Chapter 33. 

 Over the years the government repeatedly tried to entrust the Treasury service to the 

National Bank, but its efforts were thwarted by the Southern banks, afraid of yet another privilege 

being bestowed upon the Piedmontese bank (Chapter 34). Under growing competition from the 

latter, the Southern banks, particularly the Bank of Naples, updated their business practices and 

began expanding their branch networks (Chapter 35). The opening of provincial bank branches, 

both by the National Bank and the Banks of Naples and Sicily, Chapter 36 argues, was in many 

ways a financial revolution for the South: a revolution, however, whose extent was undermined 

by the unsuitability of note-issuing banks to serve the needs of a largely agricultural region and by 

persistent problems related to the government’s crowding-out of private investments, market 

fragmentation and widespread distrust of too elitarian a banking system. 

As argued in Chapters 37 and 38, these problems were further compounded by the all-too-

often irresponsible management of the Southern banks of issue, which, as public institutions 

partly sheltered from market discipline, were easily captured by local interest groups. Although 

cognisant of the issue, the central government refrained from harsh measures for the sake of 

political compromise. Finally, Chapter 39 discusses the banking reform of 1874. By sanctioning 

the existing oligopoly of the six banks of issue operating in Italy and joining them together in a 

consortium issuing inconvertible legal tender on behalf of the government, the latter definitively 

abdicated its centralistic banking policy, striking a compromise which rather than solving the 

Banking Question simply prolonged it. 
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32 

‘A Reprehensible Monopoly’ 
 

 

 

The Government should have availed itself of the credit of the various institutions instead of creating a 

mandatory, fictitious, imaginary one, a credit which is no credit at all. The Government should not try to 

resurrect the dead corpses while destroying the living.  

The role the State plays in America is played in Italy by the National Bank. 

MICHELE AVITABILE
1 

 

In the first years after unification the Right, the party formerly led by Cavour, endeavoured to turn 

Italy into a large Piedmont. They partly succeeded, although at the cost of widespread resentment, 

especially in the South. Theirs was thus a pyrrhic victory that eventually undermined the very 

foundations of the new country, paving the way for the rise of the Left, much more sensitive to 

regional claims. Moreover, in this first phase, Italy inherited not only the strengths but also the 

weaknesses of the Piedmontese system, plus new ones emerging from the thankless task of 

unifying in haste a country divided since time immemorial. As in Piedmont a decade earlier, apart 

from anticlericalism, the glue that bound Right and Left together was nationalism and the 

fulfilment of national unification. This time no longer exploiting French but Prussian ambitions, 

and despite a shameful military campaign, Italy was able in 1866 to snatch Venetia from Austria, 

spectacularly defeated by Prussia at Sadowa. Four years later unification was almost completed 

by the conquest of Rome, once again thanks to the Prussians. Crushed by von Moltke and soon 

besieged in their own capital, the French had better things to do than go to the Pope’s rescue, 

whose temporal sovereignty had until then been preserved only by Napoleon’s patronage. The fall 

of Rome was also the last nail in the coffin for the Bourbons, who had to forsake any hope of 

regaining their throne. By that time the Italian government had won its battle against the Great 

Brigandage, as was dubbed the outburst of banditry and political violence in the South from 1860 

onwards, although the bloody repression of this outburst continues to sully Italy’s reputation at 

home and abroad to this day.  

Italy resembled Piedmont not only in militarism, but also in administrative centralisation and 

economic policies like free trade. Centralisation – clearly much harder to impose on large, 

previously independent states than in the Kingdom of Sardinia – inevitably fuelled regional 

revanchism. Free trade, in turn, while favouring Southern agricultural exports, inevitably hit 

Neapolitan industry, previously shielded from competition by high trade tariffs. The very same 

creation of a common market and the rationalisation of public procurement on a wider, national 

scale, deprived the South, and Naples in particular, of an easy outlet for industries as diverse as 

textiles, shipping or publishing,2 although this adverse shock – recent quantitative studies suggest 

– was probably less severe than previously thought.3 Militarism, free trade and public investment 

                                                                 
1 Tomasi di Lampedusa, The Leopard, p. 188. 
2 E.g. De Matteo, L., ‘Noi della meridionale Italia’: imprese e imprenditori del Mezzogiorno nella crisi 

dell’unificazione (Napoli, 2002). 
3 Unfortunately, quantitative estimates generally start in the 1870s; Ciccarelli and Fenoaltea, however, show 

that Naples and to a lesser extent Sicily remained among the most industrialised regions until the 1880s, 
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in infrastructure – however beneficial railway investment could be for the South –, all resulted, as 

under Cavour, in a structural trade deficit and an explosion of public debt (Figures 5.1 and 5.2). 

 

 

FIGURE 5.1. Italy’s balance of trade, 1861–74. Source: Own elaboration based on Corbino, E., 

Annali dell’economia italiana, 1: 1861–70 (Città di Castello, 1931), Tab. 3 and id., Annali 

dell’economia italiana, 2: 1871–80 (Città di Castello, 1931), Tab. 2. 

 

FIGURE 5.2. Italy’s public debt, nominal value, 1861–74. Note: end-of-year figures. Source: Own 

elaboration based on Francese, M. and Pace, A., ‘Il debito pubblico italiano dall’Unità a oggi: una 

ricostruzione della serie storica’, Banca d’Italia: questioni di economia e finanza, 31 (Roma, 

2008). 

                                                                                                                                                                                                
while industrial growth rates were particularly high in several Southern provinces following the creation of 

a national market (Ciccarelli and Fenoaltea, ‘Through the Magnifying Glass’). 
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From 3.2 billion lire in 1861, public debt rose to 9.3 billion in 1874, roughly equal to 40 and 100 

per cent of GDP respectively,4 while the prices of the Italian rentes, both domestically and abroad, 

floated from the mid-1860s onwards between a poor 70 and a pitiful 40 per cent of their nominal 

value, reflecting lingering concerns about a possible sovereign default (Figure B.1).5 As a decade 

earlier in Piedmont, church property was nationalised and taxation increased – the former a 

welcome, the latter an unwelcome decision especially in the South, land-hungry but used to 

milder taxation.  

The permanent state of fiscal emergency also called for bold monetary and banking policies 

designed to foster economic growth, rally foreign interests to the young nation’s cause and loosen 

public budget constraints. Like Piedmont-Sardinia in 1848, the South suddenly fell from its dull 

heaven of monetary stability and banking stagnation into a burning hell of monetary instability 

and credit development. The overnight creation of a large national market, the liberal attitude of 

the Italian government, its openness (and indebtedness) to foreign capitalists as well as its 

willingness to further invest in the economy and encourage the spread of bank branches through 

the National Bank stoked a financial boom.6 From 1860 to 1863, also thanks to foreign, especially 

French, investment, the number of joint-stock companies, among which many banks, doubled. 

This speculative fever was soon cooled by the crisis of 1866, only to mount again in 1870 with 

the capture of Rome. From 1870 to 1873 the total number of companies as well as their capital 

had almost doubled again, only to plummet for over a decade after the 1873 crisis (see also Figure 

5.3 and Table D.4).7    

 
  

FIGURE 5.3. Number and equity of joint-stock companies per sector, 1863–74. Source: Own 

elaboration based on Corbino, Annali, 1, p. 322 and ibid., 2, Tab. 16. 

The boldest – or most desperate – of all measures, nonetheless, was the granting of 

inconvertibility to the notes of the National Bank on 1 May 1866, a decision that, like in Piedmont 

18 years before, made the bank’s fortune while swelling the ranks of its enemies. Note 

inconvertibility had been declared during the First (1848/9) as well as the Second War of 

                                                                 
4 Francese and Pace, ‘Il debito pubblico’, p. 21. 
5 See Collet, A Unified Italy? 
6 On French investments in Italy, see Gille, Les investissements français. 
7 Sachs, L’Italie, pp. 650–5.  
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Independence (1859). In both cases it proved a temporary measure, lasting three years and seven 

months respectively. In 1866, by contrast, it was institutionalised as a de facto permanent feature 

of the Italian economy: justified by the upcoming Third War of Independence, inconvertibility 

was indeed never durably resumed before 1902 (Figure 5.4). 

 

 

FIGURE 5.4. Italy’s monetary regimes: full convertibility (white), partial convertibility (grey), 

inconvertibility (black), 1849–1936. Note: De Mattia erroneously puts the end of note 

inconvertibility in November 1849 rather than October 1851. Source: Own elaboration based on 

De Mattia, R., Storia delle operazioni degli istituti di emissione italiani dal 1845 al 1936 

attraverso i dati dei loro bilanci, 1 (Roma, 1990), Tab. 61.  

Both monetary and credit policies ultimately rested on an alliance between the government and 

the National Bank, modelled implicitly on the Cavourian framework but at the same time hotly 

contested. If already in little Piedmont such a charismatic leader as Cavour had been unable to 

definitively settle the Banking Question, it is no wonder that the quickly changing ministers of a 

state deeply fractured along regional lines could do no better. The Piedmontese legislation did not 

enshrine note-issuing monopoly and therefore could not be invoked to design the banking 

architecture of the new country. At the same time, apart from the smaller ones, each regional bank 

of issue strived to survive as an autonomous entity, including the National Bank, which was 

willing to swallow all the others but not to dissolve into a larger, newly created Italian ‘national 

bank’. The Piedmontese bank was not only the self-confident bank of a conquering power but a 

modern and dynamic institution mimicking, on a smaller scale, the central banks of the wealthiest 

nations Italy sought to emulate. To establish itself as a market hegemon, it continued to apply a 

tried-and-tested strategy based on an expanding branch network and spectacular capital increases 

to include regional business elites. In 1865, its 40 million lire capital was increased to 100 

million, reserving shares for investors from the South and, later, Venetia. In 1872, its equity was 

doubled again (Table D.2). 

In the North, the National Bank easily established itself thanks to the absence of competing 

institutions: the only bank of issue founded under Austrian rule on Italian territory was the 

Mercantile Establishment (Stabilimento Mercantile) of Venice, a humble joint-stock bank whose 

shareholders were delighted to trade their stock for that of the National Bank under generous 

conditions. In Rome, it had to co-exist with the Roman Bank, dating back to the 1830s, whose 

size and questionable management, however, caused it to pose little challenge to the National 

Bank’s supremacy. In Tuscany, by contrast, the National Bank had to bow to the region’s 

politically powerful business elites. Until the 1880s Tuscany remained a natural preserve of the 

local banks of issue (the Tuscan National Bank and the small Tuscan Bank of Credit for Industry 

and Trade). It was the only region in Italy untouched by the National Bank save for one head 

office in Florence, a (belatedly established) branch in Livorno and a tiny branch in Carrara (Table 
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D.1). All through the 1860s, the government, the National Bank and the Tuscan National Bank 

repeatedly tried to give birth to the Bank of Italy by merging the two joint-stock banks, coming 

very close to succeeding between 1863 and 1865. Negotiations were however particularly arduous 

due to Tuscan support for a ‘federative solution’ ensuring large autonomies for regional head 

offices and a greater role for the government within the new organisation, while the National 

Bank increasingly favoured centralisation and feared government interference. The bargaining 

power of the Tuscans was already weakened by the decision, in 1865, to move the capital, and 

with it the National Bank’s headquarters, from Turin to Florence. Nevertheless, it was only the 

suspension of note convertibility in 1866 that definitively tipped the balance in favour of the 

National Bank, leaving Tuscan shareholders pleading – in vain – for a merger as a way to 

preserve their investment in an outclassed bank. Finally, in the South the National Bank had a 

hard time competing with the old Bourbon banks from the very beginning.  

The government’s decision to grant the privilege of inconvertibility to the notes of the 

National Bank alone was tantamount – if not intentionally, at least in practice – to imposing by 

brute force the near-monopoly of issue that the National Bank had been unable to obtain 

previously by law. Such ‘exorbitant privilege’, however, though dealing a fatal blow to all other 

issuing banks, also rekindled hostilities towards the National Bank and the Right, which, with 

hindsight, probably slowed the transition towards full monopoly. The question of plurality of 

issue, in Italy as elsewhere in Europe and the United States, was both a theoretical and a practical 

one, originating in the diffusion of a new complementary currency – banknotes – and the fact that 

banks of issue at that time were also an essential source of commercial credit. In Italy, however, 

due to the small number of key players, learned disquisitions counted for much less than hard 

facts. From the start, the National Bank could not aspire to full monopoly because of the polite – 

albeit eventually self-harming – reluctance of the Tuscans and the open resistance of the Bank of 

Naples. In the aftermath of unification, when the South was particularly vulnerable, the road to 

monopoly had been barred by Tuscan patriots, then still too important to displease, so that the 

National Bank lost precious time for becoming the only bank of issue in the country. Once that 

moment passed, the right to survival of the Southern banks, portrayed as champions of a resurgent 

South, was beyond question and a rivalrous oligopoly became the only viable alternative from a 

political, rather than economic, point of view. 

Despite the historic importance of the declaration of the corso forzoso in 1866, its true causes 

have never been thoroughly explored. It brought about so much discontent nationwide that in 

1868 a parliamentary commission of inquiry was set up to examine its legitimacy and propose 

remedies. The commission reached the damning conclusion that note inconvertibility had been 

necessary neither from the economic nor the fiscal nor the political point of view. On the contrary, 

they claimed, the National Bank had exploited ‘a difficult moment, full of anxiety for the nation’ 

to achieve hegemony once the merger with the Tuscan bank had been rejected by a study 

commission of the Chamber of Deputies in April.8 Rather than as a final verdict, such a sentence 

should be taken as evidence of the growing hostility towards the policies of the Right and the 

National Bank, which help contextualise the 1874 pluralistic banking reform discussed in Chapter 

39. From the material gathered by the commission, three different explanations for the lifting of 

convertibility emerge. As in 1848, many simply attributed it to the dismal state of public finances. 

In the spring of 1866, the Italian debt, already high, was expected to rise further, as the new 

country had never concealed its ambitions to rule over the whole peninsula, including Rome and 

Venetia. Since a large part of it was in foreign, mainly French, hands, Italy was particularly 

vulnerable to financial contagion and flight-to-quality in the event of monetary tensions on the 

                                                                 
8 Inchiesta, 1, pp. 407–21. 
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international markets (Figure 5.5).9 Others pointed to the banking crisis looming over Genoa and 

Turin as a result of the tightening of financial conditions in Europe in late 1865 and the need for 

the National Bank to bail out some of its main debtors while avoiding a national credit crunch.10 

For others, including the majority of the commission, the National Bank – whose hopes of ever 

obtaining the note monopoly from Parliament were at that time rapidly fading – had just 

cunningly exploited the crisis to extort an ‘exorbitant privilege’.11 

 

 

FIGURE 5.5. Payment of Italian rentes domestically and abroad, 1862–74. Source: Own 

elaboration based on Sachs, L’Italie, pp. 486–7. 

In January 1866, Bombrini had already stopped advances on rentes and limited debt roll-overs, as 

the bank was hit by a surge in interest rates across Europe and was therefore unable to further 

borrow abroad to sustain a buoyant Italian market. In his view, ‘the main cause of the crisis in 

Italy’ was the overabundance of Italian securities held abroad, which arbitrageurs had been selling 

back on the domestic market for months, since ‘an incautious speculation [had kept] the prices of 

all those securities on the Italian markets higher than those prevailing on the foreign ones.’12  

Speculation on public debt and industrial shares thus swelled specie outflows due to servicing of 

foreign debt and trade deficits at a time in which specie imports were increasingly expensive. The 

National Bank was violently attacked in Parliament for its credit retrenchment, which sounded 

outrageous given the fat dividends and capital gains enjoyed by its shareholders, who still had to 

pay almost half of the staggering capital increase from 40 to 100 million lire decreed in 1865 

(Table D.2). 13  In hindsight, the National Bank’s restrictive policy laid itself open to harsh 

criticism also because it was partly motivated by the need to salvage four of its largest clients, 

accounting for more than half its discount volume: the Credito Mobiliare, Banco Sconto e Sete, 

Discount Bank of Turin and Genoese General Discount House (see Chapter 22).14 

                                                                 
9 This interpretation is also echoed in Fratianni and Spinelli, Storia monetaria, p. 154. 
10  This aspect is particularly emphasised by Di Nardi, Le banche di emissione, pp. 126–7. Cf. also 

Flandreau, M. and Ugolini, S., ‘The Crisis of 1866’, in N. Dimsdale and A. Hotson, eds., British Financial 

Crises Since 1825 (Oxford, 2014), p. 82. 
11 Inchiesta, 1, pp. 418–20. 
12 ASBI, BI, VCS, regg., 18, 10 Jan. 1866. 
13 API, CD, Discussioni, IX leg., sess. 1865–6, 27 Jan. 1866, pp. 538–41. 
14 Inchiesta, 1, pp. 210–1, 408–9. 

0

5

10

15

20

25

30

35

40

45

50

0

50

100

150

200

250

300

350

1862 1863 1864 1865 1866 1867 1868 1869 1870 1871 1872 1873 1874

p
er

ce
n
ta

g
e

m
il

li
o

n
s 

o
f 

li
re

total abroad percentage abroad



245 

 

The crisis of the private sector was compounded by that of the state, the value of whose 

rentes had started freefalling as a result of foreign sales, the domestic credit crunch and 

expectations of further debt increases due to the military rapprochement of Italy and Prussia 

against Austria (Figure B.1). In early April, Bombrini was discussing a 200–250 million loan with 

leading bankers and businessmen in order to come to the government’s rescue. A fortnight later 

he decried the ‘exaggerate distrust’ of foreigners ‘towards anything concerning Italian affairs’ and 

the runs of note holders, who, smelling inconvertibility, were trying to get rid of them.15 On 1 

May the government issued a decree declaring the inconvertibility of the National Bank notes and 

the partial freezing of the reserves of the other note-issuing banks to prevent runs and capital 

flight.16 In exchange, the National Bank was forced – at least according to Bombrini – to lend 250 

million lire to the faltering state. After the conquest of Venetia, inconvertibility was extended to 

that region as well and, much to the bank’s regret, so was its forced loan, now increased to 278 

million.17  

While Bombrini’s passive role can be doubted, the management of the Bank of Naples was 

thunderstruck by the inconvertibility decree, which in the city had ‘provoked general 

consternation and irritation across all classes of people including the most intelligent persons and 

the men most devoted to the current order of things’.18 In blaming the government for not having 

issued its own inconvertible paper and distributed it across all note-issuing banks, while instead 

putting itself at the mercy of the National Bank, Avitabile – now sitting in Parliament on the left 

benches – accused the government of ‘resurrecting the dead’ and ‘destroying the living’. The 

‘dead’ in question was glaringly the National Bank, unable until then to win over the Southern 

market despite its ‘reprehensible monopoly’, while the ‘living’ was the successful Bank of Naples 

(see Chapter 33). Commenting mercilessly on the distrust inspired by the former in the South – 

and beyond – and warning against the dangers of government intervention in the economy, he 

insisted that 

[t]his institution … that wants to take the lead of the country and invade all Italy, does not 

enjoy the credit of Italians; it has nothing else than the credit which the Government imposes 

on the peoples by force.  

It was a sad irony for the Bank of Naples – ‘that power that all finance ministers of the kingdom 

of Italy [had] sought to destroy’ – to be annihilated by the current one, Neapolitan Antonio 

Scialoja.19 

Scialoja had good reason to prefer the notes of the National Bank, it being the only one with 

a nationwide network. The interests of the Southern banks had also been partly protected by 

declaring Neapolitan and Sicilian fedi legal tender in their respective regions and regulating the 

daily note clearing between them and the National Bank (see Chapter 33). Nonetheless, they were 

put at a clear disadvantage, for note inconvertibility all of a sudden undermined the main 

motivation for depositing money with the Banks, namely to replace coin with paper, thus 

curtailing their money supply. At the end of 1866, the Southern banks had lost half of their metal 

reserves, roughly 40 million lire (Figure D.4). The Bank of Naples sought for a while, but to no 

avail, to obtain the privilege of inconvertibility for its notes as well, despite the fact that they 

                                                                 
15 ASBI, BI, VCS, regg., 18, 4 and 18 Apr. 1866. 
16 RD 1 May 1866, no. 2873, in Racc. Uff. LL. DD. 
17 ASBI, BI, VCS, regg., 18, 2 May, 31 Oct. and 14 Nov. 1866. 
18 ACS, MAIC, CP, IBS, b. 434, f. 2235, Colonna to MAIC, Naples 22 May 1866. 
19 API, CD, Discussioni, IX leg., sess. 1865–6, 4 May 1866, pp. 1988, 1992, 2008. 
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would have circulated at a discount outside the South, where they were not legal tender and where 

the Bank had no branches to exchange them in banknotes.20  

Necessity, however, is the mother of invention and the Bank was able to carve out a niche for 

its notes by partly paying with bronze and fractional silver currency and by issuing bearer notes 

(technically, fedi payable to the Bank’s cashier, cf. Chapter 35) including small-denomination 

notes of 5 to 10 lire. It also set up small bureaux de change where it changed its small-

denomination notes and banknotes alike.21 This was no trivial help, as the smallest note issued by 

the National Bank was initially worth 20 lire.22 Hoarding and lack of small-denomination notes 

had quickly resulted in frantic speculation in the rest of Italy. Few days after the May decree, a 

Tuscan deputy denounced the ‘monopolies, frauds and extorsions of a new kind in the circulation 

of paper money and in the exchange of money’. In early June, a Turinese deputy decried that to 

exchange a 500-lira note one would lose 40 per cent of its value, while many workers were being 

dismissed in the former capital simply because there were no notes of small denominations with 

which to pay them. Once 10-lira banknotes were finally put into circulation that month, they were 

immediately hoarded by speculators. One year later, in April 1867, a Venetian deputy was still 

lamenting ‘the most unbridled speculation on the exchange of small with large-denomination 

notes’.23 All inconveniences that the Bank of Naples had been partly able to obviate in the city, so 

much so that for a while fedi began to be universally sought after.24 Outside Naples, however, 

speculation on small change continued unabated.25 The Bank of Sicily also began issuing its own 

bearer notes of small denominations. Its success – or better, the lack of proper small change – was 

so great that its clerks had to work round-the-clock, going home exhausted and not even being 

able to feed themselves properly due to their paltry salaries. It was ‘their self-denial and unlimited 

resignation’ that had prevented major disruptions in the payment system, but ‘human forces are 

not unlimited’, the Bank’s director warned the Ministry.26  

Fractional currency continued to flow out of the country to pay for imports, war expenses, 

interest payments, purchases of rentes, or simply due to speculation within the Latin Monetary 

Union. A large part of the many millions of bronze coins minted to make up for silver exports 

were also exported, or hoarded mainly by Southern households, more distrustful of paper than 

their fellow countrymen in the North. In the South, bronze coins could be traded at a premium as 

high as 15 per cent on small-denomination notes.27 The growing appetite for bronze coin was also 

due to the poor quality of the latter. Those of the National Bank or the Bank of Naples were 

almost equally bad, quickly deteriorating and easy to forge (the ‘miracle of the loaves’, in 

Avitabile’s words).28 The dearth of small change resulted in unrestrained, unofficial issues of 

scrips and vouchers by local administrations, bankers and shopkeepers alike (so-called 

circolazione abusiva). In the South, circulation was further muddled by the sudden halt in 

monetary unification. Nearly 70 per cent of the old currency had still to be withdrawn when the 

                                                                 
20 ACS, MAIC, CP, IBS, b. 434, f. 2235, Colonna to MAIC, Naples 22 May 1866. 
21 Bank of Naples annual report, in ACS, MAIC, CP, IBS, b. 434, f. 2236, pp. 6–8. 
22 The National Bank issued 1000, 500, 50 and 20-lira notes. Due to the small change crisis, it later issued 

10, 5 and even 2 and 1-lira notes. 
23 API, CD, Discussioni, IX leg., sess. 1865–6, 15 May 1866, p. 2222; ibid., 11 June 1866, p. 3017; ibid., 12 

June 1866, p. 3033; ibid., X leg., sess. 1867, 5 Apr. 1867, p. 211.  
24 Ibid., IX leg., sess. 1865–6, 5 June 1866, p. 2811; Bank of Naples annual report, in ACS, MAIC, CP, 

IBS, b. 434, f. 2236, pp. 8–9. 
25 Hearing of Avitabile, 1 Apr. 1868, in Inchiesta, 3, p. 99. 
26 ACS, MAIC, CP, IBS, b. 478, f. 2307, Radicella to the Finance Minister, Palermo 8 June 1866. 
27 Inchiesta, 1, p. 358‒62. See also Baubeau, P., ‘Muted Voices and Quiet Exits: Small Coins and Tactical 

Moves Within the Latin Union’, in N. Champroux, G. Depeyrot, A. Dogan, and J. Nautz, eds., Construction 

and Deconstruction of Monetary Unions: Lessons from the Past (Wetteren, 2018), pp. 35‒47. 
28 Hearing of Avitabile, 1 Apr. 1868, in ibid., 3, p. 105; ASBI, BI, VCS, regg., 20, 14 Oct. 1868. 



247 

 

May decree was issued,29 after which no one was willing to part with their cash. Worse still, new 

lire instead of old ducats were leaving the country to settle international transactions (see Chapter 

26). As a result, the South suffered from speculation between ‘coin and coin’ in addition to that 

between ‘paper and paper’.30 Moreover, while the specie premium was a nationwide phenomenon 

(Figure 5.6), it varied widely across regions and was usually higher in the South than the North, 

where banknotes were more easily accepted. ‘The discontent of the Southern peoples’ due to 

monetary disarray was thus ‘very grave’ and sometimes threatening public order.31 

 

 

FIGURE 5.6. Specie premium (aggio), 1866–81. Source: Own elaboration based on De Mattia, 

Operazioni degli istituti di emissione, 3, Tab. 3; Sachs, L’Italie, p. 596. 

As in 1848, inconvertibility was a godsend for the National Bank, which was thus able to impose 

its notes on the whole peninsula and breach the near-monopoly of the Tuscan and Southern banks 

in their own regions. This time, however, it could no longer bitterly complain, as done by its 

Genoese regents twenty years before, about the violence suffered from the state. This time public 

opinion mostly read the events not as the unlawful encroachment upon the private by the public 

sphere, but as an outrageous instance of regulatory capture, whereby the government, instead of 

printing its own money or borrowing from all banks of issue alike, or at least granting 

inconvertibility only to the banknotes issued against government loans rather than to the whole of 

the National Bank’s circulation, had capitulated to a hostile power. As one deputy put it, 

[i]n fruitful times of freedom, it made itself slave of privilege in favour of the National Bank, 

which could not even claim that right that stems from the trust due to its long existence of 

useful service … [privilege] against which grave accusations were levied because of the 

threat of take-over of local [credit] institutions.32  

The South was probably the region where such privilege was most resented. It was not only home 

to the two largest banks after the National Bank, with a combined circulation in the South alone 

                                                                 
29 De Mattia, Unificazione monetaria, p. 68. 
30 Hearing of Avitabile, 1 Apr. 1868, in Inchiesta, 3, p. 99. 
31 Ibid., 1, pp. 305–12. On informal lending and the credit fallout of note inconvertibility in Southern Italy, 

see Moricola, G., ‘Usurai, prestatori, banchieri: aspetti delle relazioni creditizie in Campania durante 

l’Ottocento’, in P. Macry and P. Villani, eds., Storia d’Italia: le regioni italiane dall’Unità a oggi, 9: La 

Campania (Torino, 1990), pp. 640–2. 
32 API, CD, Discussioni, X leg., sess.1867, 5 Apr. 1867, p. 211. 
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that equalled that of the latter in the whole of Italy and metal reserves that until 1866 were almost 

twice as high (Figures D.4 and D.6), banks that for six years had been struggling to survive 

against the government and its Piedmontese bank and which were irremediably downgraded 

during the almost entire decade of the sole inconvertibility of National Bank notes before the 

1874 reform. It was also a region which experienced long-lasting monetary disorder only after 

unification, unlike Piedmont, Lombardy or the Papal States, all long used to emergency measures 

from overindebted governments.33 Note inconvertibility not only disrupted the regional monetary 

system, but also further prevented its integration with the rest of the country by hampering 

recoinage. And all this as the result of both a financial crisis which, due to the relative 

backwardness of Southern finance, had had its epicentre in Genoa and Turin, and of a war of 

liberation that added to the Italian territory another Northern region – Venetia – whose economic 

value was certainly lower for the South than the North and which, by bequeathing the National 

Bank yet another bank of issue – soon transformed into a head office –, further reduced the 

importance of Southern voices within the bank’s board (Table D.3).34  

 

 

 

 

  

                                                                 
33 See De Mattia, Unificazione monetaria, pp. 118–30, 144–5. 
34 In the Superior Council of the National Bank, the North thus counted the representatives of four head 

offices (Turin, Genoa, Milan, Venice) against the two in the South (Naples and Palermo) and one in 

Tuscany (Florence). 
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33 

Paper Wars 
 

 

 

The Bank [of Naples] … aggravates the position of the National Bank. To the ancientness of its origin, to 

the many privileges that it still enjoys, to the credit stemming from them, to the public favour that ignorance 

keeps constantly alive …  the Bank adds to the detriment of the National Bank those advantages that the 

men used to the former Bourbon regime well know how to secure for themselves and reciprocate in these 

Provinces. 

ROYAL COMMISSIONER DEL CASTILLO
35 

 

In May 1866 the National Bank obtained by law what it would have needed many years to 

achieve by market forces alone, namely putting its notes literally into the hands of every Italian. 

This was a major achievement particularly in the South, the only region in Italy where fiduciary 

paper money had been widely circulating prior to unification (Figure C.1). Although serving the 

same basic need (replacing heavy coin with light paper), banknotes and fedi were different in 

many respects. The main advantage of banknotes was the ease with which they could be changed 

into coin: the bearer had simply to queue at a bank office and ask for conversion. By contrast, fedi 

were registered deposit notes which circulated very much like bills of exchange or cheques: 

before cashing them, the Bank’s clerks had to check the validity of the endorsements, the 

fulfilment of the conditions – if any – imposed for the cashing of the sum, and the availability of 

funds on the deposit account. However, if the cashier knew the bearer, or was willing to take the 

risk, he could pay him directly upon his own responsibility, or ‘on trust’ (in confidenza), a 

practice which became increasingly common in order to speed up the ever-growing number of 

operations (cf. Chapter 28). Despite the disadvantages of a lengthier procedure, fedi also 

possessed many advantages. Payment upon verification of the claim ensured the transfer of funds 

only to legitimate bearers; moreover, fedi, as registered notes, could also be paid in the event of 

loss or destruction. These were crucial advantages in a region such as southern Italy, ravaged by 

brigandage, rampant urban criminality and devoid of a decent transport network. As late as 1873, 

the Palermo Chamber of Commerce reminded the government that the Bank of Sicily notes ‘[had] 

been the most powerful if not exclusive means of transferring funds’ on the island, ‘where the 

road network is poorly, or not at all, developed and travelling is very unsafe’.36  

Finally, fedi were backed by the Banks’ property, which, given the lack of shareholders 

entitled to dividends, continued to grow thanks to retained profits.37 Until the 1870s, the Bank of 

Sicily could even rightfully claim that every single note was fully backed, as it provided virtually 

no credit. This was not the case with the Bank of Naples, which however liked to mislead the 

public through friendly press as often as possible by claiming that its fedi were as good as cash 

since they originated from actual deposits, while banknotes were dangerously created ex nihilo.38 

                                                                 
35 ACS, MAIC, CP, IBS, b. 432, f. 2231, del Castillo to MAIC, Naples 11 Jan. 1862. 
36 ACS, MAIC, CP, IBS, b. 480, f. 2312, petition of the Chamber of Commerce of Palermo, 20 Dec. 1873.  
37 Atti Cons. Gen., 1 July 1863, p. 28. 
38 E.g. La Borsa di Napoli, ‘Cronaca’, 7 Jan. 1864 and ‘Il Banco di Napoli e la Banca Nazionale Italiana’, 

13 Jan. 1864. See also Avitabile’s ingenious interpretation that, when lending, the Bank was not at all 
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In fact, all the fedi it issued when discounting bills and making advances were equally unbacked. 

As the Bank of Naples after unification began keeping a reserve ratio equivalent (before the corso 

forzoso) to that of the National Bank, the ‘liquid’ guarantee of their respective circulation – 

namely the amount of ready cash – was also equivalent, save for differences in real estate 

holdings (Figure D.8). 

While the spike in insecurity caused by the collapse of the Bourbon regime alongside the 

bloody – and lengthy – imposition of the new one perversely favoured fedi circulation, these lost 

some of their previous advantages. No longer did they enjoy an implicit state guarantee and 

neither were they accepted without question and kept in public chests as before. Despite the fact 

that the Bank of Naples had granted the government an overdraft facility of 20 million at 3 per 

cent interest to obtain confirmation for such a privilege, its notes continued to be rejected by 

public officials from time to time over the years.39 Moreover, contracts drafted upon fedi were no 

longer exempted from stamp and register duties (see Chapter 28). Finally, the partial replacement 

of the bulky silver currency with light-weight gold had reduced the incentive of using paper rather 

than cash in daily transactions (see Chapter 35). 

Nonetheless, fedi continued to be far more popular than banknotes. Before note 

inconvertibility, when Italians had on average only 5 lire in notes in their pockets, Southerners 

had roughly three times this amounts in fedi (Figure D.7). From the start the National Bank had 

never been under the illusion that its notes would be readily accepted in the South. Besides the 

‘ordinary prejudices’ encountered by new institutions, ‘strengthened by the deplorable state in 

which those regions [lay] as regards public education and political quiet’, the National Bank was 

hindered by the different monetary system still prevailing in the South (see Chapter 26). In 

October 1861, it therefore rightly forecast that, once disbursed, banknotes would be brought back 

for redemption ‘without delay’.40 In January 1862, it complained that ‘our notes do not yet enjoy 

the trust of the public at all and their circulation is almost nil’. At the end of the year, its Southern 

branches still lent in cash rather than paper, while banknotes were ‘mostly ignored, or held in utter 

discredit’. In 1863, 15 months after the opening of its head office in Naples, its local management 

was forced to admit that the notes of the Bank of Naples were ‘sought after even in the farthest 

corners of the Southern provinces’ and ‘enjoy[ed] the confidence … of all classes’ in their daily 

transactions. As a result of such confidence, ‘the progress made by banknote circulation … ha[d] 

been almost nil’.41 

To spread its notes the National Bank was willing to resort to political pressure whenever 

market forces did not play in its favour. In January 1862, in a letter marked ‘highest priority’, the 

Extraordinary Commissioner for Financial Affairs expressed to Avitabile his ‘great regret’ at 

hearing that not only had the Bank refused to convert the National Bank notes into coin, but that 

its clerks had ‘poked fun’ at them and their issuer. Such ‘scorn towards one of the great national 

institutions’ was unacceptable. With the utmost disregard of the Bank’s bylaws and extolling the 

creditworthiness of the Piedmontese bank, he therefore ordered Avitabile to receive banknotes as 

if they were cash. Needless to say, Avitabile refused, although he obligingly agreed to accept 

banknotes provided the National Bank changed them in fedi or cash the following day.42 Taking 

                                                                                                                                                                                                
touching upon its depositors’ money but simply creating credit out of thin air thanks to the market trust it 

enjoyed (Atti Cons. Gen., 21 July 1863, p. 48). 
39 E.g. ACS, MAIC, CP, IBS, b. 435, f. 2237, Colonna to the Banking Supervisory Authority, 17 Jan. 1868. 
40 Ibid., 432, b. 2230, Bombrini to MAIC, Turin 12 Oct. 1861. 
41 ASBI, BI, VCS, regg., 13, 28 Jan. 1862; ibid., 16 Dec. 1862; ibid., 14, Regents of the Naples head office 

to the Superior Council, 23 Jan. 1863; ACS, MAIC, CP, IBS, b. 432, f. 2231, del Castillo to MAIC, Naples 

25 Oct. 1862. 
42 ASN, MF, 1 rip., 2 car., b. 14344, correspondence between the Extraordinary Commissioner for Financial 

Affairs in Naples and Avitabile, Naples 4 and 7 Jan. 1862.  
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the side of the Piedmontese bank, its Royal Commissioner in Naples bemoaned the losses 

incurred by its local head office and urged the government not only to force all public offices, 

including the Bank of Naples, to accept banknotes but also to ‘bring back’ the latter ‘to its origin’ 

and stop it from discounting – a draconian measure which apparently the Minister had already 

promised to Bombrini. Should the government not be able to foster banknote circulation in the 

South, the Commissioner bluntly warned, it would voluntarily deprive itself of the possibility of 

imposing banknote inconvertibility in the future, a measure which had proved so valuable in the 

past.43 In February 1863, the National Bank was still loudly complaining about the hostility it 

encountered in the South. As it had already collected deposits for 7 million lire, it was inclined to 

attribute ‘the little favour [shown] to banknotes’, rather than to the general public, to the ‘inertia 

or ignorant ill will’ of those public officials who, contrary to the government’s orders of accepting 

banknotes as cash, ‘refuse[d] and discredit[ed] them’, clinging on to the old fedi system to the 

advantage of the Bank of Naples, which also refused them.44 In Sicily, too, banknotes were 

rejected by the local Bank.45 

In August the Bank of Naples finally agreed to enter into talks with the National Bank for the 

mutual exchange of notes.46 However, the very extent of its circulation and the high conversion 

rates of banknotes made the former vulnerable to attacks by the National Bank. This, in constant 

need of cash to finance its credit operations in Naples, instead of sending money from the North, 

was selling rentes on the Southern markets against fedi, which it then presented to the Bank of 

Naples. As a result, gold was constantly flowing from the latter to the former, while old silver 

coins and small change continued to accumulate in the Bank’s vault, as people were eager to part 

with them. The Bank’s gold reserves were further depleted by the payment of rentes coupons it 

made on behalf of the government, as the Bank used the yellow metal to please the Treasury 

despite the fact that this did not supply it with additional gold.47 To stop the drain, Avitabile thus 

started to pay the National Bank up to three-quarters with Bourbon small change, much to its 

anger (we can only imagine the further discredit the Piedmontese bank would have incurred, had 

it paid its clients in such a currency). Avitabile’s decision in turn triggered Bombrini’s reaction, 

who ordered Southern branches not to accept fedi any longer. Thanks to government intervention 

an agreement was reached by which the Bank of Naples would pay only one-third in small 

Bourbon coins, while no limit was placed on the total amount of old currency – a sign of the 

latter’s omnipresence.48 

The truce did not last long, however, and in 1864 Bombrini again embargoed fedi – which 

the National Bank collected in large amounts given their broader circulation – in all provinces 

devoid of a Bank’s branch and thus less able to ensure their prompt conversion. This ban also 

applied to Sicily, where the local Bank, in violation of the law, had started to pay its Northern 

competitor only in small change. This retaliation set off a financial panic in the Southern market. 

The Catania branch went so far as to challenge Bombrini’s decision, insisting on fedi to be 

accepted, for they were still the almost exclusive means of transferring funds across the South. 

Angrily rejecting any allegation that his decision was motivated by the desire to ‘wage war’ 

against the Southern banks – allegations actually nowhere to be found in the branch’s letter –, 

Bombrini turned down its request.49  

                                                                 
43 ACS, MAIC, CP, IBS, b. 432, f. 2231, del Castillo to MAIC, Naples 11 Jan. and 25 Oct. 1862. 
44 Ibid., f. 2232, id., Naples 20 Feb. 1863. 
45 ASBI, BI, VCS, regg., 16, Bombrini to the director of the Catania branch, Turin 18 June 1864. 
46 Atti Cons. Gen., 7 Aug. 1863, pp. 82-4. 
47 Ibid., 12 Jan. 1864, pp. 5–8.  
48 Inchiesta, 1, p. 199. 
49 ASBI, BI, VCS, regg., 16, correspondence between Bombrini and the Catania branch, 7 and 18 June 1864.    
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More than to outright hostility, the refusal of Southern banks to pay the National Bank with 

better currency was due to the incomplete unification of the Southern monetary system.50 The 

National Bank, however, could not resign itself to this hard truth, staging attacks against its 

competitors and exploiting their inability to close ranks in a common front. Since Garibaldi’s 

times note clearing had been re-established between the Southern banks (see Chapter 24), which 

however were managed fully independently. Facing pressing requests for conversion from the 

National Bank – sometimes made directly, sometimes through its straw men –, Avitabile had been 

able to outmanoeuvre it by playing with different currencies and collecting banknotes to swap 

with fedi, thus partly thwarting the bank’s efforts to use the Bank of Naples as a sort of cash 

machine. However, to circumvent this obstacle the National Bank could present Neapolitan fedi to 

the Bank of Sicily, which would then change them into cash given the clearing agreement with 

Naples, only to ask the Neapolitan bank for reimbursement thereafter (Figure 5.7). In this case 

banknotes were useless, nor could Naples pay with Sicilian fedi due to the structural trade deficit 

of the mainland with the island. 

Once Avitabile was removed from office (see Chapter 27), the National Bank seized the 

opportunity to flood the Bank of Sicily with many million fedi from the Neapolitan bank. 

Appalled by the enormity of the sum, the Bank of Naples soon backtracked, suspending the 

clearing agreement with Sicily.51 Officially, the National Bank’s request was motivated by its 

need to move large sums in order to continue with the withdrawal of the Bourbon currency from 

Sicily.52Avitabile, however, interpreted it in apocalyptic terms as a war of extermination waged 

against Southern public banking. The indirect attack of the National Bank on the reserves of the 

Bank of Naples via the Bank of Sicily had been little less than a ‘coup d’état’ aiming at ‘almost 

destroying … the poor Bank of Naples’.53 

 

 

FIGURE 5.7. How to exploit the riscontrata before 1866. 

In fact, the National Bank was simply pursuing a beggar-thy-neighbour policy. In the years after 

unification, it continued to rely often on specie imports from France (Figure 5.8), as it was pushed 

to increase circulation and lending well beyond its own reserves in order to, on the one hand, 

directly finance the government or private investors willing to buy rentes, and on the other to 

conquer new regional markets, where banknotes, however, were too quickly returned for 

                                                                 
50 On the reserve quality of the Bank of Sicily and its reasons to refuse gold payments to the National Bank, 

see Giuffrida, Il Banco di Sicilia, 1, pp. 199–204. 
51 See Giuffrida, Il Banco di Sicilia, 1, pp. 204–10; De Rosa, L’espansione, pp. 62–6. 
52 Hearing of Bombrini, 19 Apr. 1868, in Inchiesta, 3, p. 367. 
53 Hearing of Avitabile, 1 Apr. 1868, in ibid., pp. 102–4. 
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conversion.54 Since late 1863 market conditions had tightened in Europe and the National Bank, 

already burdened with a sizeable foreign debt, struggled to get further credit.55 It comes therefore 

as no surprise that it sought at home – from a competitor – what it was not able to get abroad. As 

a result of its realpolitik, however, the cashless payment system within the South was again 

disrupted as had happened before under the Bourbons (see Chapter 4). Sicilian fedi no longer 

circulated on the mainland, while the exchange of Sicilian and Neapolitan fedi for interregional 

trade was now performed by moneychangers at a discount: ‘a great misfortune for the Bank of 

Naples, the Bank of Sicily and the business community’.56 The National Bank had killed two 

birds with a stone, since its notes had thus become the only ones to freely circulate across the 

Strait of Messina, an involuntary success crowned by the inability of the two Southern banks to 

re-establish note clearing in the following years. 

 

 

FIGURE 5.8. Specie imports of the National Bank, 1850–66. Source: Own elaboration based on 

ASBI, Raccolte diverse, BNRI: RA.  

The breakdown of the interregional payment system managed by the Banks and the progressive 

penetration of the Southern market by the National Bank resulted in the growing acceptance of its 

banknotes. Nevertheless, it was only by government will, with the decree on note inconvertibility, 

that these finally displaced fedi as the main paper money. Skirmishes between the National Bank 

and the Bank of Naples regarding the conversion of fedi went on until 1866, with the former 

embittered by the latter’s attempts to obtain the Treasury service in the South (see Chapter 34).57 

On the one hand, the National Bank continued to be awash with fedi for amounts between 5 and 

12 million lire, which it had no intention of redistributing to its clients as if it were a branch of the 

Bank of Naples,58 but which it was equally forced to accept due to their universal usage. On the 

other, without the restraint of a stable clearing agreement, it could corner the Bank by asking for 

the exchange of millions of fedi at once at strategic times.59  

While the May decree had put the National Bank in a privileged position, it did not suffice to 

solve the old controversies. To preserve specie reserves nationwide, all banks of issue were 

                                                                 
54 Note that the reserve ratio in Fig. D.8 is calculated including both own and imported specie reserves. 
55 ASBI, BI, VCS, regg., 14, 20 Oct. 1863; ibid., 16, 17 May 1864.  
56 Hearing of Avitabile, 1 Apr. 1868, in ibid., pp. 103–4. 
57 De Rosa, L’espansione, pp. 78–80. 
58 Inchiesta, 1, p. 200. 
59  Cf. De Rosa, L’espansione, pp. 78–80; Atti Cons. Gen., 4 Jan. 1866, pp. 14–5. 
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mandated to tie up two-thirds of their own reserves, whose value they could then convert into 

banknotes at will. The National Bank, in turn, was forbidden from asking another bank to change 

on a daily basis more than one-twelfth of its tied-up reserves. Since it was not clear whether the 

limit applied to the two-thirds or only to the amount of reserves actually converted into banknotes, 

the Bank of Naples readily exploited this legislative loophole by withdrawing only a small 

amount of banknotes (initially 3.6 instead of the 20 million it was entitled to). For its part, the 

National Bank saw things differently, spearheading the opposite interpretation. After a confused 

bureaucratic battle, the Bank of Naples carried the day. In vain did then the National Bank 

threaten – unlawfully – to deduct the fedi it had from its own circulation, which would enable it to 

expand its actual note issue.60 In the end, forced to accept fedi, which were legal tender, it was 

also compelled to put them into circulation again, as it could not exchange them for amounts 

larger than those unilaterally set by the Bank of Naples.61 

 

 

FIGURE 5.9. Total circulation and lending of the Southern banks of issue compared to total 

circulation and lending of the National Bank across all Italy, 1861–74. Source: De Mattia, I 

bilanci degli istituti di emissione, 2, Tabb. 17–8.  

While most contemporaries saw in the lifting of note convertibility only a glaring privilege for the 

National Bank – which, besides pushing its notes across the whole country, earned a 1.5 per cent 

interest rate on its ‘forced’ loan to the government – some later authors have pointed out that, by 

declaring the notes of all other banks of issue legal tender and shielding them from excessive 

conversion requests from the National Bank, the government had actually weakened the 

monopoly claim of the latter. Tellingly, only a year later its name was changed into National Bank 

in rather than of the Kingdom of Italy, further undermining its legitimacy.62 They observe that in 

early 1866 hopes of ever establishing the Bank of Italy were fading and that the May decree, 

together with the ensuing monetary chaos, spurred competition from the Southern banks, which 

                                                                 
60 Apart from the extraordinary note issue to finance the government and replace part of the other banks’ 

reserves, the one-third reserve ratio continued to apply.  
61 This, however, did not prevent the National Bank from attacking the Bank of Naples with exorbitant 

requests for exchange as late as 1873, see ASBN, PBDS, AD, b. 414, f. 7, Colonna to the Sub-Directors of 

the Milano and Salerno branches, Naples 20 Feb. 1873. 
62 RD 20 Jan. 1867, no. 3532 in Racc. Uff. LL. DD.  
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for the first time began issuing bearer notes.63 The same dispute about mutual note clearing under 

inconvertibility demonstrates that the National Bank did not always have the upper hand.  

 

 

FIGURE 5.10. Lending of the Southern banks of issue compared to local lending of the National 

Bank in the regions where the former were present, 1862–74. Notes: 1861 is excluded as the 

National Bank branches in the South had just opened. Available figures do not make a distinction 

between the activities of the Bank of Naples in the South and those of its non-Southern branches, 

i.e. Florence, Rome and Milan (see Table D.1). For the sake of comparison, figures for the 

National Bank on the southern mainland therefore include these cities as well. Source: ASBI, 

Raccolte diverse, BNRI: RA; De Mattia, I bilanci degli istituti di emissione, 2, Tabb. 17–8. 

Yet the data unmistakeably reveal the relative decline in terms of circulation and business volume 

of the Southern banks when compared to the National Bank. As Figure 5.9 shows, from being 

more than twice as large compared to the National Bank, their circulation, already declining, 

shrunk dramatically and recovered slightly only in 1874. In terms of lending volume, the Bank of 

Naples needed a whole decade to recover its former position at a national level, while that of 

Sicily gained ground in the 1870s only if compared to its previous inactivity (see Chapter 30). If 

we take into consideration the fact that the Southern banks operated mostly in the South, the 

collapse of the Bank of Naples in its home region is even more inglorious: whereas in 1865 it was 

still lending two times more than the local National Bank branches, two years later it had already 

lost its lead (see also Figure D.13). From a market perspective, the corso forzoso therefore did 

strengthen the National Bank enormously, as had happened in the late 1840s. From a political 

point of view, by contrast, it swelled the ranks of its enemies. The same thing had already 

occurred under Cavour, but this time they were far more numerous and battle-hardened.  

                                                                 
63 Corbino, Annali, 1, pp. 297–8, cf. Fratianni and Spinelli, Storia monetaria, p. 178. 
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34 

The Government Under Siege 
 

 

 

You will certainly not be ignorant of the political and parliamentary difficulties to overcome in order to 

achieve the results I hope to obtain from my financial plan. Now, one of the most serious difficulties stems 

no doubt from the issue of the Bank of Naples and only from You and from the [National] Bank’s Council 

can the solution come. 

CAMBRAY-DIGNY TO BOMBRINI
64 

 

That the tide was mounting against the National Bank was made abundantly clear by the harsh 

verdict of the Commission of Inquiry in November 1868 (Chapter 32) as well as by the furious 

battle fought the following spring over the granting of the Treasury service. At that time, Finance 

Minister Cambray-Digny, former mayor of Florence and future chairman of the Tuscan National 

Bank, was working hard to reduce the public deficit, further increased after the Third War of 

Independence. In doing so, he succeeded in disgracing himself by introducing the grist tax – a tax 

paid whenever grain was milled into flour and whose enforcement required armed repression – 

and farming out the tobacco monopoly to an unprejudiced group of national and foreign 

capitalists led by the Genoese banker Balduino and his Credito Mobiliare Italiano (see Chapters 

11 and 22). The popular unrest stirred up by the grist tax and public outrage at the management of 

the tobacco monopoly could not help but bolster the Left against the scandal-ridden Right.65 The 

life of the poor minister was further made a misery by the power struggle between the National 

Bank and the Southern banks of issue. To make ends meet and return to note convertibility, 

Cambray-Digny, besides disposing of all church property and incurring some fresh debt, also 

wanted to ‘sell’ the management of the Treasury service to the National Bank, whose banknotes 

would become legal tender. In exchange for managing the state’s money and having its charter 

renewed until 1900, the bank would double its capital in order to be able to deposit as a guarantee 

100 million at a 5 per cent interest rate and support the establishment of local discount houses.66 

True to his regional financial milieu, the Minister also envisaged dusting off the merger project 

between the Piedmontese and the Tuscan National Bank.  

His plan had a marked Cavourian flavour and, like his illustrious predecessor, he was equally 

unable to make Parliament swallow the legal-tender and the Treasury-service provision (see 

Chapters 18 and 19). Since 1863 the government, the National Bank and the Tuscan National 

Bank had been trying to establish a monopolist bank and the Bank of Naples had being mobilising 

popular support to prevent it. As a minister, the Neapolitan Manna had already proposed the 

merger of the two joint-stock banks into an Italian Bank with a 100 million capital. Under the 

spurious argument that the inclusion of the Southern banks into the new central bank would imply 

the end of their traditional deposit and pawn-lending services, so dear to locals, the two ‘ancient 

Banks’ were to survive ‘only to the extent necessary to satisfy local needs resulting from old 

                                                                 
64 Cambray-Digny to Bombrini, Florence 5 May 1869, in ASBI, BI, VCS, regg., 21, 11 May 1869. 
65 For an overview of the affair of the Regia Tabacchi, see Poettinger, M., ‘Entrepreneurs and Enterprises in 

and Around Florence’, in id. and Roggi, Florence, p. 201 and Arisi Rota, A., 1869, il Risorgimento alla 

deriva: affari e politica nel caso Lobbia (Bologna, 2015). 
66 ASBI, BI, VCS, regg., 21, 14 Apr. 1869. 
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customs’ – and cease discounting altogether so as not to bother the new bank.67 However, Manna 

soon had to backtrack amidst popular uproar from his fellow Neapolitans and was only able to 

accomplish the reform of the Bank of Naples in April 1863 (see Chapter 28).68 

While Southern banks were safe for the time being, negotiations to create the Bank of Italy 

went on. In 1865 a new minister, Sella, proposed again a ‘Cavourian package’ including the 

merger, new credit lines to the government and the granting of the Treasury service to the new 

institution. The Bank of Naples panicked and started to lobby the government to be entrusted with 

the management of the Southern treasuries in stead of the Bank of Italy. When Sella refused, it 

began requesting at least the acceptance of fedi in all public chests, a request widely supported in 

the South.69 Note inconvertibility put a halt to the merger project (which however remained for 

some years a concrete possibility) but not to the fight over the treasuries. Every time there were 

rumours about an agreement with the National Bank, the Bank of Naples dispatched its 

representatives to talk with the government about the concession of the Southern treasuries, while 

alerting the local press. The Bank of Naples was particularly generous in its proposals: it was 

willing not only to offer the government particularly good conditions but also to charitably take 

charge of Sicily’s treasuries besides those of the mainland. When in early 1868 a new minister, 

Cambray-Digny, once again proposed to entrust the Treasury service to the National Bank alone, 

a member of the Bank of Naples board of directors, Englen, declared it ‘the most important, the 

most vital question’ the Bank had ever had to deal with. The Minister’s proposal, he confessed, 

had ‘made [his] blood run cold’. Complaining that, if fedi had also been declared inconvertible, 

the Bank would have had at its disposal 500 million in cash and boasting that its actual 40 million 

reserve stock relative70 to its 100 million circulation made it nonetheless a much more solid 

institution than the National Bank, with only 100 million in coin against a circulation six times as 

large, Englen claimed rather eccentrically that, between the two the more entitled to monopolise 

the Treasury service nationwide was the Neapolitan bank.71    

Managing the state treasuries indeed promised huge benefits. Hundreds of millions would 

flow into the bank’s vault, a bonanza growing with each tax increase imposed by the penniless 

government. The bank would of course also have to make payments on behalf of the state, but it 

would be careful in doing so with its own notes. Receiving and paying with its own notes besides 

exploiting cash surpluses on the government’s account in order to increase its own circulation was 

a formidable weapon with which to spread its own notes while displacing those of its competitors. 

To the Bank of Naples, it also offered the opportunity – and the means – to develop a branch 

network, reclaiming the whole of the Southern market. 

The unfortunate Digny found himself trapped between two fires: on the one hand, the 

National Bank was willing to cede to the Bank of Naples only the treasuries of Naples and Bari, 

or one-eighth of total inflows at most, while the latter wanted them all. As over the years Southern 

deputies had become increasingly vocal, the Left increasingly powerful and the National Bank 

increasingly detested for its growing autocracy, Digny had to compromise if he wanted to stay in 

power. For the government, distributing local treasuries between the National Bank and the Bank 

of Naples was not necessarily a good bargain, as the latter would not be able to deposit a 

guarantee equivalent to that of the former, thus depriving the Treasury of some ready cash. 

                                                                 
67 ASG, Camera di Commercio, b. 26, Manna to the Naples Chamber of Commerce, Turin 31 Mar. 1863. 
68 API, CD, Discussioni, IX leg., sess. 1865–6, 4 May 1866, p. 1990. 
69 E.g. API, CD, Discussioni, IX leg., sess. 1865–6, 22 Jan. 1866, p. 465; ibid., 5 Feb. 1866, p. 688; ACS, 

MAIC, CP, IBS, b. 434, f. 2235, Ministery of Agriculture, Industry and Trade to the Finance Minister, 

Florence 9 Feb. 1866; deliberation of the Salerno Chamber of Commerce, 29 Dec. 1865.    
70 Englen’s estimate of coin reserves was slightly inflated, cf. Fig. D.4.  
71 ASBN, VCA, 24 Jan. 1868. 
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However, without an accommodation for the Bank of Naples Digny’s financial plan was doomed 

to fail in Parliament. At the beginning of May, he therefore appealed to the ‘patriotism’ of the 

National Bank to let the Bank of Naples take some more treasuries. The National Bank’s regents 

were incensed. They knew that if the Bank of Naples could touch upon the Treasury flows and 

have its fedi declared legal tender in the South even after the return to convertibility, it would 

displace their own institution in all lesser provinces and force them to close many of its branches. 

Hinting at the drowsy past of the Bourbon bank, they claimed that this would be tantamount to  

be[ing] forced to withdraw from some places to make room for another institution that 

preferred quiet inaction when the [National] Bank, relying on its own industriousness and 

trusting in the Nation’s future, broke down the barriers which had previously kept Italy 

enslaved and divided also at economic level, and risked something with its own bravery. 

By compromising with Neapolitans ‒ in other words, by punishing the hardworking and daring 

while rewarding the idle and fearful ‒, the government was indeed spoiling the ‘people’s moral 

sense’ and Italy’s reputation abroad, they complained. Despite some overtures by Bombrini, the 

board (including the Neapolitan Arlotta and the Sicilian Duke della Verdura) refused to busy itself 

with political questions and urged the Minister to either honour his engagements or altogether 

drop the Treasury deal.72 Digny, ‘bound by the most absolute and inescapable parliamentary 

exigencies’, begged it to reconsider its stance. The Chamber of Deputies was prejudiced against 

‘banking Monopoly, both de facto and de jure’. Besides leftists, ‘a very great number’ of right-

wing deputies would vote against banking privilege and any ‘manifest damage’ to the Bank of 

Naples. The farming out of the treasuries was the ‘corner stone of [his] plan’, without which the 

whole building would collapse, forcing him to resign. Only the implementation of this plan – he 

maintained – could ‘save the country from catastrophe’. A more pliable attitude from the bank 

towards its Neapolitan rival, by constrast, ‘would rally the parliamentary Majority’, win over 

swing voters, bolster his personal position and at last put an end to the feud against the National 

Bank itself.  

Although Bombrini cautioned the board about the large number of Neapolitan deputies 

championing their Bank’s cause and the fact that, according to him, the National Bank had ‘no 

one representing it and its own interests’, the Minister’s appeal fell once more on deaf ears. The 

press campaign orchestrated by the Bank of Naples and the recent interest of the Bank of Sicily in 

the assignment of treasuries, however, made the all-or-nothing position of the National Bank 

untenable. The news about the exclusion from the Treasury service of the Bank of Sicily had sent 

shock waves through the island. The situation was so critical that the Palermo Prefect had pleaded 

with the government to reconsider its decision for the sake of public order (only three years before 

the island had been put under a state of siege, see Chapter 38). 73  Much against their will, 

therefore, the National Bank’s regents were forced finally to surrender to Parliament’s mood. Of 

the three board members refusing any compromise to the very end, two were Sicilian: Villa Riso 

and Buonocore. Their fellow countryman Duke della Verdura capitulated, while no Neapolitan 

regent attended the decisive meeting.74 

Despite the self-sacrifice of the National Bank, Digny preferred to further delay the bill’s 

discussion for parliamentary reasons.75 A year later, the idea was relaunched by his successor 

Sella, to be dropped again due to the more pressing issue of the capture of Rome, which, inter 

alia, further weakened the monopoly cause by adding yet another bank of issue to the existing 

                                                                 
72 ASBI, BI, VCS, regg., 21, 11 May 1869. 
73 Giuffrida, Il Banco di Sicilia, 2, p. 25. 
74 ASBI, BI, VCS, regg., 21, 22–4 May 1869. 
75 Ibid. 23 June 1869. 
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pool. Between 1871 and 1873 both Southern banks worked with Finance Minister Sella to share 

the treasuries among the National Bank, the Tuscan Bank and themselves. Nothing ensued. 

Finally, the Treasury service was taken over by the Bank of Italy in 1936.  

The great game of the state treasuries was played by a government so short of money as to be 

willing to ‘lease’ its funds to whichever bank could pay for it up front, and by the Southern banks 

of issue, each of them ready to leave the treasuries to the state rather than to see them assigned to 

a competitor. The take-no-prisoners attitude of the National Bank, while confirming its 

adversaries’ claims that it was concerned more with its own gains than with the public good, and 

showing that, despite its proclaimed patriotism, it still saw itself – with good grounds – as a 

private enterprise answerable to its shareholders rather than a central bank fully belonging to the 

institutional system, was justified by the importance of what was at stake, as was the insistence of 

the Bank of Naples. Monopolising the treasuries was a decisive step towards note-issue 

monopoly; sharing them, one towards a more balanced and lasting oligopoly. Note 

inconvertibility had probably not only tainted the National Bank’s fame but recompacted 

Southern elites. Sicilians were still split between those championing either the National Bank or 

the Bank of Sicily, but most Neapolitan politicians sided with their regional Bank, if we can 

believe ministerial complaints and the words of thanks from the latter.76 

In this game, the weaker player was doubtless the government, which, needing to stay afloat 

politically no less than economically, was unable to impose any policy whatsoever regarding the 

treasuries, for fear of disgruntling either its main financier – the National Bank – or the die-hard 

economic liberals joining forces with the Southern elites. As a result, banking policies were to be 

increasingly dictated by heterogenous actors representative of different business groups clustering 

around increasingly assertive note-issuing banks.  

 

  

                                                                 
76 E.g. ‘Relazione del Consiglio Amministrativo’ in Atti Cons. Gen., 3 Nov. 1869, p. 14. 
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35 

No One’s Bank 
 

 

 

Is there anywhere in the world another credit institution able to render so many useful services to the 

Country? 

RODOLFO ENGLEN
 77 

But in fact to whom does the Bank belong? Deputy Nisco, in a moment of admirable naïveté said… to 

nobody [emphasis in the original]. … To nobody! … because the Bank of Naples gives nothing to anyone, 

and its charity activities are but a pitiful trifle if compared to the profits it should make. 

DOMENICO CUZZO CREA
 78 

 

In August 1865, the otherwise unknown Domenico Cuzzo Crea put forward the proposal to 

include the Bank of Naples, and possibly that of Sicily, within the Bank of Italy and distribute the 

latter’s shares between the Municipality of Naples and the Southern Provinces.79 The project was 

not particularly outlandish but apparently was never seriously considered, probably due to the 

atypical governance it implied, with the interests of Northern and Central regions represented by 

private shareholders and those of the South by public administrations, which might exploit the 

new bank for easy credit. To bolster his argument in favour of turning the assets of the Bank of 

Naples into equity, Cuzzo Crea, quoting Nisco, claimed that until then the Bank of Naples had 

‘belonged to no one’. Yet, if legally speaking this was indeed the case, it is impressive to see how 

many people, including lesser figures like Cuzzo Crea, championed its cause, which, within the 

new national setting, also implied some degree of reform. The Bank’s standard-bearers were of 

course its own managers, who in the course of time made numerous – mostly unsuccessful – 

attempts to put the Bank at the same level of – or even above – the National Bank. The most 

significant were the battle over the treasuries and the withdrawal of the Bourbon currency 

spearheaded by Avitabile (see Chapter 27). 

Another much more ambitious – and less practical – reform had been advocated by Nisco as 

early as 1862, when he was serving on the board of the Bank of Naples, seemingly oblivious of 

his attempts to undermine it to the advantage of the National Bank just a few months before (see 

Chapter 29). Like Avitabile, he too envisaged a complete reversal of roles between the two banks. 

According to his grandiose plan, the Bank of Naples would be refounded as the Italian Bank 

(Banco Italiano) with a nationwide branch network. It would not only act as state treasurer, but 

also collect all the deposits of savings banks, of the Cassa depositi e prestiti (an equivalent of the 

French Caisse des dépôts et consignations), of the National Bank ‘and of all other credit 

institutions’. The Bank’s management would be entrusted to representatives of the government, of 

provincial councils and the National Bank. The estate of the Bank of Naples would be sold and 

the revenue used to finance public works. The new bank would advance tax revenues to the 

central and local government, lend on all sorts of public debt securities and make advances on 

                                                                 
77 ‘Proposta al Consiglio Generale del Banco di Napoli’, in ACS, MAIC, CP, IBS, f. 435, f. 2238. 
78  Cuzzo Crea, D., ‘Ai Signori Consiglieri delle Provincie Meridionali e del Municipio Napoletano: 

Proposta’, 31 Aug. 1865, in ACS, MAIC, CP, IBS, f. 433, f. 2234. 
79 Ibid. 
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virtually everything, from metal bars to agricultural and industrial products. Only the discounting 

of bills would be generously left to the National Bank alone. This would then carry on its business 

using fedi or bearer notes issued by the Italian Bank up to three times the value of its deposits 

with the latter. According to Nisco, the National Bank would thus  

enjoy the considerable benefit of extending its discounting activities to all provinces of the 

State, using notes that, while circulating in the ancient provinces [i.e. former Piedmont-

Sardinia] as fiduciary notes, would also circulate in the southern and Sicilian provinces 

because they would bear the imprint, and therefore the prestige[,] of the current Bank of 

Naples. 

The National Bank, moreover, would be spared all the costs linked to the transfer of funds across 

regions.80 We can only imagine the feelings of gratitude that would have swollen up in the heart 

of Bombrini and his fellow Piedmontese and Genoese bankers, had they known of Nisco’s 

proposal. Besides revealing the megalomania of its writer, the plan suggests that the Italian 

government was not necessarily prejudiced against the South. In fact, the current minister, the 

Piedmontese Sella, personally annotated on the draft ‘Keep handy for future reference’. The 

option of collecting deposits nationwide and using a moneyed public bank to finance the state, 

though politically unfeasible, was clearly as appealing then as under the Bourbons.  

Around the same time, a much more viable innovation was proposed by another Bank’s 

executive, Rodolfo Englen, namely the introduction of bearer notes (fedi al latore). He was 

motivated by the ‘loud clamours’ of Italian army officers, who found the Bank’s rules to cash fedi 

‘vexatious’ and ‘useless’, but also by the hope of driving the National Bank out of the Southern 

market. Two years later, in 1864, the proposal was reiterated by Englen himself together with 

Nisco. Fedi circulation was not only threatened by the competition of the National Bank but by 

monetary unification itself. Under the Bourbons, the existence of a bulky silver currency had 

greatly encouraged deposits in order to swap it with paper. The introduction of gold had reduced 

this incentive, although, luckily for the Bank, monetary conversion in the South was still trailing 

behind. The issue was hotly debated in the General Council, but in the end nothing was done.81 

Only after note inconvertibility, that is, after the horse had bolted, did the Bank eventually start to 

print its own bearer notes (see Chapter 32). 

It also took quite a lot of time to implement other much needed reforms regarding the Bank’s 

accounting system and credit operations. In 1865 a first commission was appointed to suggest 

accounting improvements. In 1866 Nisco worked hard to devise for the head office in Florence a 

better accounting system that would make it possible to save time and costs. In 1867 a new 

commission was created to examine the issue. By 1870 Nisco’s system was eventually adopted 

for the whole Bank (cf. Chapter 37).82 In 1871 new regulations were also introduced to extend the 

Bank’s lending activities to not only local governments but also industrial joint-stock companies 

backed by the state.83 

In February 1866, shortly before the corso forzoso, another major innovation, easy to 

implement and with potentially broad repercussions, was brought forward by Englen. Englen, 

very alarmed by the risk of the National Bank becoming the state’s treasurer (see Chapter 34), 

proposed to officially ‘bribe’ the government to partake in the Treasury service. Precisely because 

the Bank did not belong to anybody, it could forsake profits and transfer to the Treasury all extra 

                                                                 
80 ‘Progetto’ in ACS, MAIC, CP, IBS, b. 432, f. 2231. 
81 ASBN, PBDS, AD, b. 34 (ex 56), f. 11, Englen to the Board of Directors, Naples 16 Nov. 1862; ‘Alligato 

n. 2’, in Atti Cons. Gen., 20 Sept. 1864; Atti Cons. Gen., 26 Sept. 1864, pp. 284–7. 
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profits it made whenever it had to raise its discount rate above 6 per cent due to market 

conditions. This way, he hoped to conciliate Parliament, already bent towards banking pluralism 

but which, he feared, might still be allured by the proposed establishment of the Bank of Italy. 

Needless to say, his idea was couched in terms of the ‘beneficent nature’ of the Bank of Naples, 

so different from that of all other banks (read: the National Bank), and its desire to extend such 

‘benevolent influence’ to the whole country to ‘further cement Political Unity’.84 Unfortunately 

for the Bank, its charitable bribe offer would soon pale compared to the 250 million loan granted 

to the government by the National Bank. 

If the Bank was unable to profitably sell its services to the government, be it through the 

withdrawal of the old currency, or be it as its treasurer, it was nonetheless able to expand its 

activities whenever it did not encroach too seriously upon the National Bank’s interests. The 

Bank’s activities had already been enlarged by the takeover of the Naples Savings Bank. The 

Italian government had worked since the very beginning to found a local savings bank. The bank, 

named after the new king, was established in 1862 with the support of the Bank of Naples, which 

took it over in 1864.85 A few years later the Bank also established its own Mortgage Credit 

Division (credito fondiario) to which we shall return in Chapters 36 and 37. This innovation had 

unsettled many in Naples, who feared that the government, by encouraging the Bank to turn to 

mortgage lending, surreptitiously aimed at diverting it from commercial lending. The concern was 

so real that, when the Bank’s representatives in charge of dealing with the government on the 

issue returned, to their utmost surprise they were ‘welcomed in triumph and received 

congratulations for their victories against supposed enemies and hidden insidiators of the Bank of 

Naples, yearning to see it destroyed’ – suspicions that Nisco, one of the negotiators, discarded as 

‘fairy tales’.86  

More important, however, than the diversification of credit activities was their geographic 

expansion. As already mentioned in Part Four, the main weaknesses of the Southern banking 

system vis-à-vis a triumphant National Bank were its public character – the fact of being a 

creature of the hated Bourbons – and the absence of a branch network. The Bank of Naples’ 

original sin was partly cleansed by the 1863 reform (see Chapter 28). By that time, at least part of 

its management had also realised the importance of geographical expansion if the Bank wanted to 

retain its role in the Southern market. National unification had in fact cut short the Bank’s timid 

expansionary plans discussed in Chapter 7. In April 1860, the Bourbon Ministry of Finance was 

still urging the Bank ‘not to further delay the establishment of these useful institutions [i.e. the 

branches in Chieti and Reggio] generously bestowed by the Souverain Munificence of H.M. the 

King’, a request repeated in June, despite the threat of Garibaldi in Sicily ‒ or possibly because of 

it, as a means to reinforce loyalty bonds between monarchy and provinces. Shortly after the 

Bourbon defeat at Volturno, the new government was even solicited to open, besides the one in 

Chieti (Abruzzo Citeriore), two additional branches in the bordering provinces of Abruzzo Primo 

and Secondo Ulteriore.87 

Just as the Bourbons had been concerned about banking amidst the breakdown of their 

kingdom, so too was the new government in its various – and sometimes misguided – attempts to 

win over its newly acquired Southern subjects. It was with ‘unspeakable surprise’ that ‘all the 

inhabitants of this most Italian and generous city of Reggio’ learnt that the Bank, complying with 

                                                                 
84 ‘Proposta al Consiglio Generale del Banco di Napoli’, in ACS, MAIC, CP, IBS, f. 435, f. 2238. 
85 Ibid., pp. 34–8. 
86 Atti Cons. Gen., 16 Nov. 1865, p. 235. 
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the government’s wish to establish a branch in Calabria, was still considering whether to open it 

in the neighbouring towns of Monteleone or Catanzaro. 

[I]t would be indeed unfair – the local government complained – that such a well-deserving 

City of the great Italian fatherland, as the whole World knows Ours to be, … instead of 

benefits, which with such good reason it is expecting from the Italian Government, should 

suffer wrongs and injustices, being even deprived of what it had obtained through great 

efforts from the past wicked Dominion.    

Without a branch, Reggio’s landowners and merchants would be left at the mercy of foreign 

lenders in Messina, who were already able to appropriate between 20 and 40 per cent of their 

produce sales. As a result, Reggio denounced, 

year after year the small landowners disappear, [whereas] the few merchants and the even 

fewer wealthy landowners fatten up dreadfully.88  

Chieti, too, deeply resented the delay in opening the promised branch, whose absence increased 

the discount on fedi up to 2 per cent.89 The Department of Finance fully backed Chieti’s request, 

further justified by the ‘happy change of the political order’, yet the Bank, on the brink of 

collapse, had no intention to comply before getting its due from the Treasury (see Chapter 28).90 

In 1863, for the first time the Bank seemed eager to expand its branch network. It was not only 

hard-pressed by provincial towns to do so but was also in need of replacing local treasuries with 

its own branches to ensure the smooth exchange of fedi, since it could no longer count on public 

offices to be spared operating costs.91 A year later, however, nothing had been done, as the Bank 

was still negotiating with the government the far more crucial issue of the withdrawal of the 

Bourbon currency (see Chapter 27).92 The opening of the National Bank branch in Chieti (decided 

since 1861) together with note inconvertibility contributed to further delay.93 A branch of the 

Bank of Naples was eventually created only in 1870, more than a decade after it was promised by 

the Bourbons (Table D.1). 

Nor was a branch of the National Bank enough for Lecce, which in 1868 complained about 

the otherwise complete absence of ‘savings banks, people’s banks (banche popolari), crédit 

mobiliers, land or agricultural banks’. In 1869 the town was still worried, 

being aware of the scams and ill-grounded rumours of a few monopolists [who] attempt to 

avert a fact from which the region would indeed derive a great benefit by breaking that tight-

knit oligopoly [compatta camorra] that makes industrial and commercial development almost 

impossible.94 

In 1870 the Bank fulfilled their wish, together with that of five other towns (Table D.1). This, 

however, gave rise to bitter controversies with the government, which had temporarily denied the 

opening of branches in the North. The idea of ‘pitching the tent in the enemy’s camp’ – Genoa 

and Livorno in this case – had been put forward by Englen as early as 1864, to no avail. In 1865, 

the transfer of the capital to Florence and the government’s desire to create the Bank of Italy 

rallied support for Nisco’s proposal to open a head office in Florence, to which he was appointed 

first director with disastrous consequences (see Chapter 37). Moving close to the government 
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seemed fundamental in order to lobby it to confirm the acceptance of fedi in the public coffers as 

well as in those of the Bank of Italy in its role of state treasurer. In 1868 the project of a 

northward expansion was revived. Note inconvertibility had given the National Bank a 

competitive edge that called for more aggressive strategies. It was the right time to act, since the 

creation of the Bank of Italy was now out of the question and banking pluralism had gained 

momentum, so much so that the Bank of Naples had a chance of becoming the state treasurer in 

the South (see Chapter 35). A nationwide branch network also seemed indispensable to being able 

to compete on equal footing with the National Bank after the return to convertibility. On 25 May 

the General Council decided to seek government authorisation to establish branches in the South 

as well as in Turin, Milan, Venice and Genoa.95 The delay in obtaining it aroused the worst 

suspicions about the government’s anti-Southern bent, voiced by a Bank’s mouthpiece, the 

newspaper L’Avvenire. 

Recently, it seems it is back in fashion in the seat of the central government not only to treat 

with manifest indifference everything concerning the Southern provinces, but indeed to flaunt 

towards these provinces almost a sort of declared antipathy, an attitude which would seem to 

imply that people, institutions and matters from here do not even deserve to be taken into 

account and that dignifying them at times with a cursory and scornful glance is an act of 

extreme condescension and utmost courtesy. 

These were certainly not the real intentions of the government, the writer cunningly observed, but 

the result of the ‘neglect’, nay, of the ‘flaunted carelessness and contempt’ of bureaucrats. Yet 

people, mostly of whom did not enjoy the acquaintance of their well-intentioned ministers, he 

went on, judged from facts and were incensed at this lack of recognition. This was particularly 

frustrating since it was well ‘known that the Southern provinces [had] never demanded, least of 

all claimed, either regards or national privileges’, always placing national interests above local 

ones – an unmistakable dig at the National Bank. But  

if a life of perpetual self-denial may be attractive and well-deserving for the eremites – the 

columnist conceded – it is not the most pleasant condition for a people which has self-respect 

and also its own interests to further.96   

The much-yearned-for authorisation was finally granted on 29 November 1868, although 

excluding Northern branches, which were to open more than ten years later (Table D.1). 97 

Whatever its true feelings towards the South and its Bank, the government was probably not 

favourably impressed by the latter’s request, which just asked for the permission to establish 

branches in the North, specifying neither the time of their opening nor the nature of their 

operations. It is also worth mentioning that the Bank of Naples was even warier than the National 

Bank of devolving executive power locally. Establishing head offices, rather than branches, in the 

major cities would have required the appointment to the General Council of members from the 

other regions, muddling the composition of an already large body but above all diluting 

Neapolitan control. Also revealing of this attitude was the Bank’s refusal to cover the expenses of 

representatives travelling from outside Naples, so as to further discourage attendance at its 

General Council’s meetings.98 This way Neapolitans, ‘long accustomed to regarding the Bank as 

exclusively Neapolitan’, were able to foil the government’s expressed aim of ‘Italianising’ it and 
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promoting regional cooperation.99  The same strategy was adopted by the Bank of Sicily, whose 

concern to merely concentrate power on the island resulted in a much belated outward expansion 

(see Chapter 38) and an overwhelming majority of Palermitans and Messinesi within its board.100 

Even the usefulness of a branch in Rome, once the city had been captured, was hotly debated and 

questioned by those ‘hostile to transforming [the] Bank from a Parochial Institution (Istituto di 

Campanile) into a National Institution’.101   

Issuance of bearer notes, accounting reforms, the development of a branch network – all 

these reforms, paralleled in Sicily, made Southern banking more competitive. Although they 

would have probably also taken place under the Bourbons as time went by, change was 

dramatically accelerated by the need to compete with the National Bank. Albeit beneficial to the 

South as a whole, which all of a sudden could benefit from the services of a modern joint-stock 

bank (the National Bank) and more competitive public banks, these adjustments also put a severe 

strain on the Banks’ administration – another disadvantage compared to the National Bank, whose 

structure, except for periodic enlargements, remained the same over the years. As they needed to 

be converted from governmental to public-yet-independent institutions, the Banks, unlike their 

Northern competitor, underwent major reforms including in the most sensitive issue of all, their 

governance. 

The Bank of Naples was first reformed in 1863 by Manna, ending its dependence on the 

Ministry of Finance (see Chapter 28). Then in 1866 it was again reformed by ministers Cordova 

and Scialoja, who partly reintroduced government control by shifting power towards government 

representatives within the Board of Directors and curtailing the authority of the General Council. 

The reform, apparently drafted without even informing the Bank (apart from the well-connected 

Nisco), caused such an outrage that it was partly reversed a year later.102 New regulations were 

approved in 1871103 and the General Council was further reshuffled between 1872 and 1873 in 

order to ensure the prevalence of Southern interests despite the Bank’s growing network of 

branches nationwide. A prevalence of Southern interests, however, which largely coincided with 

those of Naples and Bari, since all other branches in the South were too small to have their 

representatives within the Council.104 The Bank of Sicily was probably in an even worse situation, 

as it was made independent from the Ministry of Finance as late as 1867. According to the new 

bylaws, modelled on those of the Bank of Naples, the Bank’s management was entrusted to 

representatives of the local administrations and trade associations, besides a director general, a 

royal commissioner and two board members appointed by the government. 

Although this resulted in an empowerment of Sicilian elites compared to the Bourbon 

regime, it did not solve the problem of governance at all. The Bank continued to be managed by 

public officials and members of the business community who remained just as unanswerable as 

they had been before, when the Bank was under government authority, but who now served 

mostly localist rather than national interests, when not directly their own and those of their 

cliques. As government supervisors remarked in the mid-1870s, the appointees of neither the 

government nor the local bodies had ‘a direct interest in the success of the firm nor specific and 

well-defined responsibilities’. On the one hand, elected representatives were not called to account 

                                                                 
99 Ibid., Mirone to Castagnola, Palermo 25 June 1870; ibid., Castagnola to the Finance Minister, Florence 2 

July 1870.  
100 Azzolina, L. and Blando, A., ‘Il consiglio di amministrazione, 1860–1992: uomini, partiti e territorio’, in 

Asso, Banco di Sicilia, p. 513. 
101 ACS, MAIC, CP, IBS, b. 480, f. 2312, explanation of vote by Vassallo Paleologo, June 1873. 
102  RD 26 May 1867, no. 3747, in Racc. Uff. LL. DD. For a more detailed overview, see De Rosa, 

L’espansione, pp. 115–22. 
103 DR 30 Mar. 1871, no. 236, in Racc. Uff. LL. DD. 
104 De Rosa, L’espansione, pp. 275–7. 



266 

 

to their elective bodies, while on the other ‘those appointed by the Government, charged with 

many and no functions at the same time, can rest safe from any censure.’105 Unsurprisingly, this 

resulted in severe mismanagement, as we shall see. 
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36 

Banking the (Southern) Provinces 
 

 

 

Besides, in no other place as in those provinces is it so difficult for the farmer to save, provided he can 

indeed spare something. He has no land in which to invest his savings, let alone savings banks or similar 

institutions.  

LEOPOLDO FRANCHETTI
106 

 

While from a monetary point of view Southerners endured great hardships as a result of national 

unification, owing first to the demise of the ducat and later to note inconvertibility, they were 

given much better opportunities than under the Bourbons from the point of view of credit 

provision. With the support of the government, interested in setting up a nationwide payment 

system based on banknotes, the National Bank hastened to open branches across the whole 

peninsula and especially in the South, where coin was abundant but banks rare and where it had to 

contain the threat posed by its most redoubtable competitor, the Bank of Naples. While the 

literature, espousing the viewpoints of the banks themselves, tends to emphasise their rivalry, in 

doing so it underplays the most obvious and positive results of such a rivalry, namely the creation 

of multiple branch networks by the National Bank and its Southern competitors under the pressure 

of competition. Four years after unification, in 1865, the National Bank was already active in 

eight towns on the southern mainland and four in Sicily. By 1874 these figures had risen to 16 and 

seven respectively. The Bank of Naples too had started to build its network since the 1870s, 

although, as mentioned above, its creation had been delayed by the difficult political and financial 

conditions of the bank in the wake of unification. Once reformed in 1867, the Bank of Sicily also 

began opening its own branches on the island. By 1874, out of the 23 Southern towns in which the 

National Bank was operating, 16 also had one branch of a Southern bank of issue (Table D.1). 

The 1874 banking reform then further encouraged territorial expansion on the part of the banks of 

issue by making their notes legal tender wherever they had a branch (see Chapter 39). 

Another standard claim in the literature concerns the allegiance between the Southern people 

and their public banks, but certainly not the National Bank. Archives, however, tell a different 

story, namely that provinces and municipalities only cared about obtaining a bank branch, and 

possibly two, one from the Piedmontese and one from the local bank of issue. In Messina, where 

the National Bank had opened a branch in 1861 (and that of the Bank of Sicily had in the 

meantime ceased discounting),107 businessmen, hit by the political and economic earthquake and 

strangers to a fully-fledged bank of issue, did not fully appreciate its usefulness at first. In a few 

years, however, they had completely changed their minds and demanded the upgrading of their 

branch – which in seven years of activity had discounted bills for 87 million –  to the rank of head 

office like Palermo.108 In 1867 Caserta, near Naples, displeased with the Bank of Naples which 
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had not blessed it with one of its branches, turned, successfully, to the National Bank.109 In the 

same year Avellino, another town close to Naples, obtained a branch from the National Bank, as 

did Benevento and Campobasso, while a year later the request of a third town near Naples, 

Castellammare di Stabia, had to be rejected. Other unsuccessful requests were those of Termini 

Imerese (Sicily) in 1869,110 Caltagirone (Sicily) in 1870,111 Amalfi (Campania) in 1871,112 Torre 

Annunziata (Naples) and Sciacca (Sicily) in 1872, and Rossano (Calabria) in 1874, because the 

National Bank was already burdened with too many branches.113 In 1872 Sora (Campania) first 

asked for a branch of the National Bank and only turned to the Bank of Naples in 1876, equally 

unsuccessfully, after it was denied this.114 Sometimes the municipality asked first for a branch 

from the local Bank, only to be given one later from the National Bank, as happened to Catania in 

1862.115 But whenever it could, it asked for both. This was the case with both Chieti and Reggio, 

which, despite obtaining branches of the National Bank in 1862 and 1863 respectively, were still 

eager in the late 1860s to get a branch from the Bank of Naples which had been promised by 

Francis II long before. This the Bank was eventually able to open in 1870.116   

Having two branches was obviously an advantage. The National Bank and the Southern 

banks offered different means of payment (banknotes versus fedi) and slightly different credit 

conditions. The Bank of Naples and Sicily, for instance, could discount bills with three signatures 

with a maturity up to four months, instead of just three months like the National Bank, and could 

also make advances on warehouse receipts and foodstuff orders (ordini di derrate, see Chapter 6). 

The Bank of Sicily, for its part, discounted two-signature bills provided they had a maturity up to 

three months, whereas the Bank of Naples provided this facility only to a select clientele. 

Moreover, each institution had a different discount policy. The National Bank, as a joint-stock 

company, had to reward its shareholders; conversely, the Southern banks, whose capital was 

provided by deposits at low or zero interest rates, did not and were thus often able to offer better 

discount rates to their clients.117 Each bank of issue, then, was more or less restrictive depending 

not only on the conditions of the local market but also on its own overall position. So, when the 

National Bank had to curtail credit in the South, Southern banks were often willing to be more 

expansionary so as to mitigate the credit crunch.118  

As argued in Part One, had the Bourbon regime lasted, it too would have promoted the 

creation of provincial bank branches, but national unification accelerated this process 

dramatically. Easier access to credit, in turn, could unleash the growth potential of regional 

economies, with broad consequences for the whole society, something of which the notables of 

Cosenza (Calabria) were deeply aware. Petitioning for the opening of a branch of the Bank of 

Naples, they lamented that ‘all their natural resources laid buried’, for lack of roads and credit 

institutions hindered ‘any development’. A bank branch would not only be ‘of immense economic 
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advantage’ but, by fostering trade and growth, would also help to combat the scourge of 

brigandage.  

Everywhere in the world – they argued – man is born neither good nor evil … The people of 

Calabria breath the same air, tread the same soil, eat the same bread: why are the people of 

Reggio and Catanzaro so mild in their manners, while so harsh and savage those of Cosenza? 

Left to their own means by a despotic government, with an agriculture not supported by 

scientific discoveries, with a sheep herding akin to that of nomads, without trade, without 

industry for lack of means of communication and easy circulation of money [emphasis 

added], they cannot but resent the evil effects of the abnormal state in which they live.119  

The flourishing of banking activities in the South following unification, however, did not foster 

growth to the extent one might expect by simply looking at the figures for several different 

reasons (Figure 5.11). The first reason was the mismatch between the structure of the real 

economy and its banking infrastructure. The South was mostly an agricultural region (see Figure 

5.12) and while commercial credit in Italy had progressed rapidly, the same could not be said of 

land and agrarian credit. In the mid-1860s the government authorised the Bank of Naples together 

with the Lombard Savings Bank, the Bologna Savings Bank, the Monte dei Paschi di Siena and 

the Opera Pia of St. Paul in Turin120 to engage in mortgage lending in their respective regions. 

However, these began their operations only as late as 1867, while the Bank of Sicily launched its 

own Mortgage Credit Division in 1870.121 Nevertheless, despite this welcome innovation, the 

credit provided in this form was still insufficient for the needs of the Southern economy: the issue 

of mortgage debentures was still limited122 and loans were mostly used to repay debts rather than 

to invest in land improvements.123 Moreover, as we shall see, the management of those funds by 

the banks themselves was sometimes questionable: in 1876, for instance, the Bank of Naples lost 

1.3 million for loans granted on false documents (see Chapter 37).124  

 

 

FIGURE 5.11. Total lending of the three banks of issue in southern Italy, 1861–74. Source: ASBI, 

Raccolte diverse, BNRI: RA; De Mattia, I bilanci degli istituti di emissione, 2, Tabb. 17–8. 
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FIGURE 5.12. Share of agriculture in regional value added, 1871. Source: courtesy of Emanuele 

Felice. 

That the South was obtaining more banks but not all of the right type was apparent also from the 

recurrent requests from the Southern provinces to the banks of issue to depart from their bylaws 

and grant credit upon deposit of produce: in the late 1860s Caltanissetta (Sicily) asked the 

National Bank to provide credit upon deposit of sulphur and other commodities,125 while Foggia 

(Apulia) asked for credit upon deposit of grain and wool.126 If such requests, which would have 

required changing the bank’s Parliament-approved statutes, had to be formally rejected, credit was 

often provided nonetheless.  

The discount of accommodation bills unrelated to commerce (effetti di comodo) and accepted 

only on the basis of the personal wealth of the drawer was both a source of concern and a 

recurring practice for most banks of issue. However, the importance of medium-to-long term 

credit granted by discounting and then renewing accommodation bills disguised as real bills – a 

dangerous policy implying a maturity mismatch for a note-issuing bank – was likely to be more 

severe in an agricultural region lacking banks specialised in agricultural credit (cf. Chapter 20). 

And we have many hints that this was the case in southern Italy. In Foggia, for instance, both the 

branches of the National Bank and the Bank of Naples were almost exclusively discounting 

accommodation bills.127 The same happened in Lecce, as an internal investigation of the Bank of 

Naples made clear. There too merchants were outnumbered by landowners, whose 

accommodation bills were regularly rolled over every three months. When the National Bank and 

the Bank of Naples attempted to reduce their long-term credit exposure, their respective debtors 

simply created an artificial loop of mutual bills by paying their debts with one branch with the 

bills discounted by the other.128 In Catanzaro, two-thirds – i.e. around half a million – of the total 
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bills discounted were accommodation bills mutually endorsed by landowners and kindly rolled 

over by the National Bank on a regular basis.129 If repayment after three months was already hard 

for wholesalers and the propertied class, it was often impossible for shopkeepers, whose little 

wealth and business volume prevented them from borrowing from banks of issue anyway.130 This 

again was an ubiquitous problem, but one which was made more acute in the South by the lesser 

variety of its banking sector.131  

Besides the mismatch between the credit and the productive structure of the economy, there 

are further reasons why the South did not fully benefit from the credit revolution ushered in by the 

country’s unification. The new state introduced new institutions but did not alter the fabric of 

society, so that the same forces which had hampered financial development during Bourbon rule 

continued to do so under the new regime. Investment in public debt and land continued to be 

disproportionately attractive. By issuing new debt and selling state and church property on a large 

scale in the frantic attempt to raise fresh cash, the Italian state ‘crowded out’ private 

investment. 132  In the private sector, then, while the abundance of cheap labour discouraged 

productivity-enhancing investments in agriculture, capital concentration and social constraints 

reinforced the dependence of peasants, small land-holders and small retailers on local capitalists. 

The South did not lack capital, as the willingness of Southern investors to buy rentes, state 

property and shares of the National Bank (for a total oversubscription in 1865 of more than 53 

million lire for a new share issue of only 12.5 million) clearly shows. But the temptation to invest 

in underdevelopment rather than growth was no less strong than under the Bourbons. In Abruzzo, 

lending grain to one’s farmers to keep them alive until the next harvest could yield a 16 per cent 

profit; the average interest rates paid by small shopkeepers was 12 per cent a year, while usurers 

charged as much as 5 per cent on a monthly basis, and similar or higher rates prevailed in Calabria 

and Basilicata as well. There, usury rates could reach 100 per cent, while landowners provided 

credit in kind and cash respectively at a 25 and 10‒15 per cent interest rate. To the high cost of 

money contributed the still insufficient presence of credit institutions, which reduced the offer of 

capital and encouraged cash hoarding.133 

Just as under the Bourbons, the same clientelist logics continued to apply, although in new 

forms. Thus the old grain mounts, once they were transformed into fully-fledged banks, continued 

to lend to the few rich instead of supplying credit to the poor.134 Similarly, widespread illiteracy – 

much higher than in the North – and the control local notables exercised over every type of credit 

institutions could not but increase popular distrust towards savings establishments, including 

public ones such as post offices.135 As provincial elites were also firmly in control of local justice, 

the willingness to risk one’s savings with a bank further decreased. In Sicily, even in the late 

1870s it was not unusual for banks to lend to usurers, rather than to manufacturers, who were then 

re-lending at rates as high as 60 per cent, reinforcing the belief of many that the ‘new credit 

                                                                 
129 API, CD, Discussioni, X leg., sess. 1867, 21 June 1867, p. 1509. 
130 Franchetti, Condizioni economiche, p. 8. 
131 Cf. A’Hearn, B., ‘Finance-led Divergence’, pp. 9–13. 
132 Nitti is thus right in pointing out that investment in state lands and public debt implied a shift of liquidity 

from Southern investors to the Treasury, but this ‘drainage’ resulted from the free-market choices of the 

former and it is a matter of conjecture as to what extent, in the absence – as under the Bourbons – of these 

new investment opportunities, this liquidity would have been more profitably or efficiently reinvested 

within the South itself (one might be pessimistic given the previous historical records). Cf. Nitti, Nord e Sud, 

pp. 136‒9. 
133 Franchetti, Condizioni economiche, pp. 7‒8, 80, 89, 120–1, 141–2. 
134 Ibid., p 163; cf. also Vergara Bertocci, F., ‘Le banche comunali in Sicilia’, Giornale degli economisti, 5, 

4 (1877), p. 260. 
135 Franchetti, Condizioni economiche, pp. 166–7. 
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mechanism [had] done more harm than good’ and that ‘credit institutions [were] a danger to the 

island’.136 

Credit markets were thus not only ‘appropriated’ but remained highly fragmented due to the 

poor transport network. In fact, despite the government’s commitment to improving the road 

network – most visibly embodied in public support for railway investment –, local administrators 

and large landowners often continued to thwart the state’s attempts, as was the case under the 

Bourbons, either for the sake of private gain or from simple incapacity.137 Thus, the farmers of a 

town like Rossano, for instance, deprived of a bank branch and cut off the main roads, were still 

in the 1870s obliged to sell off their crops in advance and borrow at rates from 4 to 8 per cent a 

month. For Rossano, located in the mountain region of Sila (Calabria), life had not changed much 

under the new regime: its coasts, devoid of port facilities, were dangerous, the construction of the 

road repeatedly promised by the government and voted upon in Parliament was constantly 

delayed, the town lacked a criminal court and its surrounding forests were still infested by bandits 

as late as 1874. 138 

Despite its activism, therefore, the Italian government had in many respects simply inherited 

the weaknesses of the Bourbon monarchy. Paradoxically, a constitutional regime based on the 

support of a tiny electorate made the government easier prey for local interests, which were now 

institutionalised through Parliament and appointments in the local administrations. Southern elites 

were in many ways empowered by the new nation state and this allowed them to perpetuate many 

unfair practices, with the government’s sanction, to the detriment of the South itself. 139 

Unfortunately, the histories of the Southern banks provide ample evidence that this was indeed 

the case, as we shall see in the following pages. 

 

  

 

  

                                                                 
136 Vergara Bertocci, ‘Le banche comunali’, p. 268. See also De Rosa, L’espansione, p. 415. 
137 Franchetti, Condizioni economiche, pp. 13–4, 28. 
138 ACS, MAIC, CP, IBS, b. 420, f. 2209, petition of the Municipality and letter of Nicola Cherubini to 

MAIC, Rossano 2 Oct. 1874.  
139 For a short but insightful analysis of local power dynamics in the South, see Pezzino, P., ‘Local Power in 

Southern Italy’, in R. Lumley and J. Morris, eds., The New History of the Italian South: The Mezzogiorno 

Revisted (Exeter, 1997), pp. 42–58. Cf. also Macry, P., ‘Tra Nord e Sud, i conti da rifare’, Il Mulino, 465, 1 

(2013), pp. 5–19. 
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37 

Pleasure Before Business 
 

 

 

[T]he Bank of Naples lacks the incentive of private interest, which, bolstering the other credit institutions, 

spurs them to diligence and enterprise. Which would be a disadvantage with respect to the other 

institutions, were it not for the sense of duty, which counterbalance the passion for profit. 

ANTONIO TURCHIARULO
140 

 

The Parliamentary Inquiry of 1868, by holding the National Bank, with its penchant for the 

Genoese speculative circles, solely responsible for the introduction of such a dramatic and 

apparently irreversible measure as note inconvertibility, had cast a dark shadow over its moral 

standing (see Chapter 32). The bank was in good company, however. To bolster their position in 

front of the government and the National Bank, the Southern banks had begun early on to craft a 

narrative emphasising their unrivalled contribution to the local economy, posing as regional 

champions unfairly threatened by a hegemonic ‘Northern’ bank. This aspect is still, 

unsurprisingly, underlined by their official bank histories, probably the most relevant studies 

available on the South’s financial history in the nineteenth century.141 

Yet this polished façade concealed inner feuds and widespread mismanagement. By putting 

public banks into the hands of Southern elites, the government had inevitably provided new scope 

for the development of wide clientelist networks spanning all social classes, from the poor relying 

on pawn loans to the countless – and often useless – employees, from the top executives to the 

wealthy – or at least powerful – clients and politicians. Of course, favouritism was not the 

hallmark of the Southern banks alone, as the banking history of Piedmont-Sardinia clearly shows, 

yet what characterised them was their even greater freedom from the harsh law enforced by 

shareholders. Their governing boards were elected by public bodies and were ideally meant to 

represent fairly the diverse interests of the upper classes and the economy as a whole. However, it 

was precisely the absence of any direct monetary reward for efficient management which made 

the Banks attractive as dispensers of power as well as credit. The rewards of running them came 

from salaries – unabashedly high for senior officials – and the indirect rewards (in terms of 

prestige, favours and the like) that managers could get by supplying credit and hiring not 

necessarily according to strict economic logic, not to mention embezzlements. Provided they were 

able to distribute the Bank’s riches in such a way as to please the notables controlling the 

municipalities, tribunals and chambers of commerce in the few cities which elected them, they 

were unlikely to ever come under public scrutiny. Sometimes, however, flaws were so patent, or 

the inner balance of power so unsettled, that press scandals erupted and the government had to 

intervene. 

The Committee of Inquiry on Note Inconvertibility, relying, besides official evidence, also 

on Nisco’s testimony, had not spared criticism of the Bank of Naples. To ingratiate itself with the 

government, local administrations and Neapolitans at large, the Bank had granted a generous loan 

of 6 million lire to the Company for the Southern Railways (Ferrovie Meridionali), taken over the 

                                                                 
140 Report of the Committee of Inquiry, in Atti Cons. Gen.,1867, p. 151.    
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share of the forced National Loan of 1866 due from the Provinces of Naples, Bari and the 

minuscule municipality of San Giorgio la Montagna (birthplace and electoral college of Nisco)142 

for no less than 27 million, discounted rather too liberally to small clients and overstretched pawn 

lending.143 Now that he was no longer one of its managers – and below we shall see why –, Nisco 

could freely complain about a bank which was ‘a relic of the middle ages, belonging to nobody’ 

and which indulged in charity ‘to gratify the amour propre of its managers’. Bookkeeping was 

kept ‘in almost Adamitic fashion’, employees were lazy and overabundant and once Avitabile had 

been sacked, discount rules had been slackened, attracting the clients rejected by the National 

Bank.144 Nisco’s testimony was at the same time venomous and hypocritical, as he had been 

forced to quit the Bank amid internecine strife. Nevertheless, it was also not far off the mark, 

unfortunately.  

Nisco had repeatedly tried to modernise the Bank of Naples (see Chapter 35). He had 

championed its northward expansion with the establishment of a Florentine head office since 

1865 and when he was appointed as its first director, he seized the opportunity to emancipate 

himself from the Neapolitan executive and claim a sort of primacy for the capital’s head office.145 

Regrettably, he also apparently misappropriated funds to furnish his Florentine flat – which had 

been enlarged at the expense of the adjacent bank’s office – and availed himself freely of 

employees as occasional servants. His whims and fancies would have probably been tolerated, 

had he been less boastful, wilful and blatantly contemptuous of the Neapolitan board. To get rid 

of him, the latter set up an internal inquiry committee, found him guilty, asked the government to 

dismiss him and finally replaced him with his archenemy Englen. Nisco fired back, stirring up a 

press scandal, and the infighting soon turned into a vaudeville, with Nisco penning memorials in 

self-defence in operatic style and the inquiry committee busying itself with providing the detailed 

list of all his pieces of furniture and contesting heating costs,146 all to the bemused disgust of 

Nisco’s apologists on the Bank’s board.147 His enemies bemoaned Nisco’s ‘evil influence’ on the 

Florence office, his ‘stubborn intolerance of any hierarchy’, ‘systematic opposition’ and the 

creation of a ‘dual administration’.148  

Nisco, for his part, writing to the Supervisor General of Credit Institutions, depicted the 

Neapolitan board as ‘an administration which lives by abuses, mystification, favouritism, 

slanders, repeated infringements of the law’, as was well known to the Minister, though he 

tolerated it ‘because of personal deference’. The Bank was entrusted to a ‘clique of ignorant 

people’ who were persecuting him for his ‘courage and virtue’ in taking up a stand against the 

‘illusory and fanciful balance sheets, unlawful operations, infringements of laws and good faith, 

[and] endless acts jeopardising and dishonouring the Bank’. If Englen had indeed appointed as 

usher one of his coachmen and hired as a clerk his young, sickly and ignorant nephew, however, 

Nisco had done the same with his brother-in-law.149 

‘Niscogate’ blew up when mismanagement had become so severe that the Bank had been 

forced to set up another internal inquiry committee in April 1867.150 Once dismissed, Nisco then 

clamoured publicly for a governmental investigation into the Bank’s management. 151  A few 
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months later, amid mounting press attacks, the Ministry urged the Bank to launch a further 

internal investigation,152 which ignited a row between the current and the previous administration 

under Avitabile (indirectly backed by Nisco) over which of the two was to be held responsible for 

the many abuses which, though ultimately understated, were undeniable. Accounting was archaic, 

required an army of employees and was often inscrutable. Vice-directors were not even required 

to check the tills daily and some of them would wait a couple of years before doing so, whereas 

prompter clerks emptied them regularly for large amounts. Obtaining a pawn loan was so time-

consuming that most people had to pay specialised intermediaries to queue in their stead. In 1864 

the books had been cooked by adding unlawfully to the legal reserves as much as 14 million of 

petty cash and evaluating at par millions of rentes whose value had collapsed. For years the 

discount committees had discounted bills with the utmost disregard for the Bank’s regulations and 

as a result the latter had accumulated bad debts for over 6 million.153 Internal disarray was so 

extreme that the management felt compelled to undertake a partial reform, improving accounting, 

increasing supervision and downsizing the staff (cf. Chapter 35). 
A few years later, in 1875, the Bank’s Royal Commissioner sent to the Ministry a lengthy 

report that would have delighted the revengeful Nisco. In a baroque style, the overzealous officer 

reported the discontent of many businessmen with the Bank: it was overstaffed; high officers were 

handsomely paid while the rank and file were underpaid, rather unskilled and working without 

coordination from above; credit was assigned arbitrarily, and the overall management was too 

timid and lackadaisical. Others, more conservative, viewed charity and easy access to credit as the 

true mission of this secular institution. Nonetheless, they too considered the Bank’s management 

‘utterly lacking in energy’ and, tellingly, both agreed to put all the blame for this sorry state of 

things on the government. Pending a new reform of the Bank, this was generally regarded as ‘an 

establishment dead for its past, abnormal for its present’. For his part, the Royal Commissioner 

ascribed ‘the uncertainties, contradictions, slowness, [and] ambages’ of the Bank’s board to what 

he described as supine acquiescence towards the Director General Colonna (Avitabile’s 

successor), acquiescence reinforced by the systematic re-election of the same members. He agreed 

that the Bank was overstaffed and believed – though the expertise of the clumsy commissioner 

can be questioned – that the branches could have been run with half their staff, like those of other 

banks of issue. He even lent credit to the opinion that, in discounting, the proportion of real to 

accommodation bills was one to two or three and they were moreover all too easily renewed, 

perpetuating a long tradition already censured by the internal inquiry committee and often 

resulting in bad debts. In addition, many were endorsed by unreachable people or displayed false 

signatures, despite the huge sums the Bank lavished on its Placement Agent (agente di 

collocamento), who – theoretically – guaranteed the validity of the bills.154 

Despite these shortcomings, the obsequious commissioner judged the Bank’s managers ‘most 

honourable for gifts of heart and mind’ and committed body and soul to the Bank’s good.155 By 

contrast, a certain Francesco de Rosa (probably a pen name) in his virulent complaints to the 

Minister was unsparing. In their ceaseless attempts to destroy the Bank of Naples, the ‘caste of the 

moderates’ had replaced Avitabile with ‘the most stupid of Neapolitans’, Colonna, and then shut 

their eyes ‘to all this person [did] for malice as well as for ignorance.’ As the former mayor of 

Naples, Colonna had already embezzled public money and as the Bank’s Director General he had 

been granted generous loans. The Bank’s senior officers were also far from starving: after a few 
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years they could enjoy ‘pensions that ministers of the Kingdom of Italy [did] not have’.156 

According to de Rosa, who polemically voiced small business’ concerns, the Naples Savings 

Bank – taken over by the Bank (see Chapter 35) – was mismanaged and deposits left idle, the new 

Secretary General had become all-powerful, and the Bank was burdened with myriads of 

employees ‘who neither [did] nor [could] do anything’, while the National Bank with its small 

staff ‘served the public perfectly’, so that clients were willing to pay a little more and turn to the 

latter rather than ‘suffering the insolence of the Bank’s employees, who, supine in front of their 

superiors, [grew] bold with the public’. Many employees were absentee and had a second job, 

while senior officers were promoted to prevent them from talking. Withdrawn notes had been 

unlawfully put into circulation again. Relatives of board’s members were hired in place of bright 

candidates. Embezzlement was not rare but hardly punished. The letter, most certainly written by 

a Bank’s employee, is clearly not gospel truth, but in its sharp denunciations it echoed, and 

magnified, many points raised by the 1868 inquiry committee, like the issue of favouritism, which 

had already then ruffled Colonna’s feathers157 and was debated in the press as early as 1864.158     

According to another anonymous writer, 

[t]he administration of the Bank of Naples has indeed become such a hotbed of thieves as to 

become a public scandal: apart from embezzlements of millions, of which we hear but all too 

often, there are other, larger thefts which remain hidden, committed by persons who, from 

being poor, [managed to] put together colossal fortunes out of nowhere, under the aegis of 

other high-ranking officers, who take part in the thefts. 

As a notable example, he mentioned a once impecunious employee, Vincenzo Picarone, who all 

of a sudden had been promoted and managed to accumulate a fortune: allegedly, as a cashier he 

had embezzled 1.5 million, but the theft had been whitewashed by the Bank. An analogous case, 

denounced by Raffaele Visceto, was that of Gaetano Ciniglia, a gambler and policy informer 

under the former regime, who was then ‘in debt up to his eyeballs, [and] wore ripped and filthy 

clothes’. Formerly a ‘wretched employee’ of the Bank, from 1860 onwards he began to air liberal 

views and ingratiating himself with Avitabile, Englen and Colonna, who rewarded him with 

higher responsibilities. He was thus able to surreptitiously lend all the Bank’s funds he could 

touch upon to moneychangers, extort kickbacks for the lease of premises owned by the Bank and 

practise usury on his own.159 

Still more disconcerting was the fate of an old and worthy Bank employee, Giuseppe di 

Natale, who had denounced the ‘sordid gain’ reaped by a fellow employee out of the Bank’s 

money. After some time, and despite his lower seniority (only five years of service), the latter was 

promoted and, unsurprisingly, began harassing the former. To clear himself of any allegations, di 

Natale asked for an official inquiry, which the Board of Directors denied him in order to avoid a 

scandal and to prevent the General Council from being informed about the previous wrongdoings. 

Aptly enough, di Natale was sacked and even denied a pension. He then appealed to the General 

Council demanding a criminal inquiry on his dismissal. This appeal was presented to the General 

Council by the Board of Directors as a demand for rehiring or at least for a pension, a matter that, 

as these issues lay within the purview of the latter, was not even discussed.160 A year later, the 

firing of di Natale was confirmed by a General Council visibly annoyed by his querulousness.  
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I have never heard anyone specifying facts, finding faults, indicating nothing whatsoever of 

his moral or public conduct that would call for the punishment of the Bank’s employee. … 

Apparently, therefore, as far as I know, Signor Di Natale was dismissed pursuant to a 

complex criterium which, in the eyes of the Board of Directors, made the officer 

incompatible with the entire Bank’s administration: a way of judging which, however 

respectable or respected, cannot but give rise to some remarks concerning justice and 

fairness, 

was the eloquent comment of the Royal Commissioner.161 

Another anonymous writer reminded the Minister that two of Colonna’s nephews, one a 

deputy and the other freshly hired by the Bank for a senior role, had been sentenced by the 

Tribunal of Commerce, as well as accusing the Duke of San Donato, one of the board’s members 

and a supporter of Colonna, of getting loans from the Bank. 162  Apart from these emphatic 

denunciations, that the Bank of Naples was not exactly a glass house was further confirmed by the 

Royal Commissioner, who struggled to keep abreast of its affairs. If he tried to get some 

information in an ‘amicable fashion’, he ran into a stone wall because of Colonna’s ‘austerity and 

laconicism’ (which also characterised official minutes, much to his regret). If he then officially 

asked for a document, this sounded like a ‘cry of alarm’ and the administration hastened ‘to take 

every precaution to smooth out any little irregularities, cover up small embezzlements, and so on 

and so forth’, so that he was only able to find out how things really stood when wrongdoing had 

reached such proportions that it was no longer possible to conceal it.163  

Rumours, especially those regarding the Mortgage Credit Division, had become so nasty that 

in 1876 the Minister ordered an extraordinary investigation, the results of which were far from 

flattering for the Bank. As soon as the commissioners came to Naples, they were barraged with 

‘so much [information], coming from such disparate sources, and clearly inspired by such diverse 

interests’ that they were soon able to form an opinion out of the very contradictions they heard. 

The Bank’s situation was neither as desperate nor as rosy as many pretended. On the whole, it 

was ‘an engine already old and unfit for the new times’ badly in need of some thorough reform. 

With about 1,000 employees in Naples alone, the Bank had more staff than it would have needed, 

had its business volume been two to four times higher. Both top officials and middle managers 

were paid ‘far more handsomely than any other public or private employee in Italy’. Clearly, the 

Bank was no gold mine and these princely wages were partly balanced by the beggarly ones 

accorded to the lowest employees. (Incidentally, given that the Bank was very proud of its 

charitable donations, creditworthiness and business volume, one could add that these excesses 

were for the remainder compensated for by lower donations, creditworthiness and business 

volume than would have been possible without them.) ‘Such a large mass of people is not 

governed by clear rules, has no well-defined rights and duties’ and their hiring, promotion and 

firing ‘largely’ rested upon ‘the whim of bosses and not at all on strictly administrative 

considerations’, which – unsurprisingly – resulted in an overall lack of discipline. 

There was plenty to say also as regards credit supply. The discount committee was almost 

‘unchanging’, branch directors were held free from any responsibility, upper classes were 

privileged for their ‘illustrious surnames’ irrespective of their wealth or business achievements, 

credit was ‘monopolis[ed] among a few’ and denied to the honest and thrifty. Debts were 

routinely rolled over, leaving bad debtors enough time to put their fortunes in a safe place. If these 

were not adroit enough, however, the Bank was always willing to help by accepting bad deals and 

relieving them of any liability. (According to the Royal Commissioner, the Bank’s proclivity to 
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compromise instead of suing was a characteristic feature that distinguished it from the other 

issuing banks.) 164  The Bank’s supervisors (censori) had ‘neither clear functions nor actual 

responsibilities’ and did not meddle at all in the business. This was all the more concerning in an 

administration ‘under the dictatorship of very few – many say, of a single man’, unrestrained by 

the presence of shareholders, while the elective General Council was subservient to the Board of 

Directors. The Bank of Naples was the ‘most protean’ credit institution in Italy, the one ‘with the 

most complex structure’ and therefore the most difficult to reform. Yet the government had to 

intervene and, as a first step, increase the supervisory powers of its representative.  

Concerning the Mortgage Credit Division, the actual object of the investigation, the 

conclusions were even more disheartening. An internal inquiry committee had diligently 

investigated the frauds perpetrated inside the division, but the board clung to its ‘characteristic 

patriarchal bonhomie’ as regards sanctions – at least until the news of the more active role the 

government was going to play spread through the city. Only then did the Bank dismiss the 

Division Director Turchiarulo, spokesman of the first inquiry committee, fierce enemy of Nisco, 

and man who, according to rumours, had been promoted to that position in order to keep his 

mouth shut.165 A few loans, for a total of 1.3 million lire, had been granted on the basis of fake 

documents. The management had already known for some years of the wrongdoing of one of its 

agents, whom they nonetheless continued to (apparently) blindly trust ‘with an almost incredible 

naivety or guilty laxity’.  

Considering that the Bank accepted such [fake] documents and that it was so easy to get 

loans without the formality of a property evaluation – the ministerial investigation 

summarised – forgery became increasingly common … : at first were forged tenure statuses 

of real persons regarding existing estates, then the estates too were invented and finally the 

estates and the persons, forging contracts, title searches, mortgage certificates, proxies and 

the endorsement of signatures and stamps.      

Frauds had been made possible also by the fact that the Secretary of the Mortgage Credit Division 

was at the same time its Notary, which boosted his income and power while decreasing the 

safeguards for the Bank. 166  After the frauds became public knowledge, the Bank at first 

announced the creation of a notary roll to replace its Notary, then changed its mind and proposed 

a triad of notaries including the latter and another employee who ‘had remained fully idiotic after 

an illness’, only to end up pensioning both ‘with sizeable pensions’ a fortnight later, as the 

President of the Notary Council of Naples, rejected by the Bank for the role, indignantly reported 

to the Minister.167   

The fact that, from very different angles, civil servants, rabid anonymous writers and 

histrionic personalities like Nisco all agreed that the Bank of Naples was run – according to a 

widespread metaphor at the time – in a ‘feudal’ fashion was deeply disturbing. Worse still was the 

fact that many of the flaws denounced by the internal inquiry committee – that is, by the very 

same men entrusted with the Bank’s management – were still lamented almost a decade later, 

despite the loud commitments made to internal reform and the outrage professed at the outburst of 

any press scandal. Corruption was not the privilege of Naples alone, trickling down from the 

headquarters to the branches, first and foremost through the (misguided) selection of their 

management. In June 1876, in a confidential, sugar-coated and yet crushing letter, the Minister, 

awash with complaints, finally resolved to warn the Bank against favouritism and nepotism in 
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personnel management. Besides the indulgence shown towards unworthy senior officials, the 

Minister for Agriculture, Industry and Trade blamed the appointment of employees who allegedly 

‘had given a bad account of themselves’ as directors of important branches, regardless of 

‘seniority or merit’. And since the government had given the Bank a free hand in hiring its staff 

irrespective of ‘any political concern’, it insisted that the Bank follow the same standards of 

‘fairness and justice’.168 

Complaints about the mismanagement of the Bank’s branches date back to at least the mid-

1860s. Those about Bari had already started under the Bourbons and continued after their fall. 

According to Lelio Amico (an ostensibly fake name), in Bari  

the employees do whatever they want. The [Bank’s] broker (agente di cambio) connives (fa 

la camorra) with the merchants and it is well known that he shares the booty with Director 

Guarnieri, who is so senile that he is wont to play cards with the youth in a public coffee 

house every evening, or like … Inspector Sagarriga [who] is an idiot and who stays in the 

Bank as a clod (mazza) and such is considered, indeed.169 

In 1869 an internal investigation discovered that the branch used to grant new loans to all those 

whose debts were already being rolled over – in particular to the powerful brothers Alberotanza – 

and that it discounted the bills of its own employees.170 Such leniency resulted in losses of up to 

80 per cent of the original loans. Director Guarnieri was dismissed, while a few years later 

Inspector Sagarriga, regardless of seniority and merit, was appointed director in Bari (thus 

doubling his salary), much to the outrage, among many, of the same Royal Commissioner.171  

In Catanzaro (Calabria), Director de Riso granted generous loans to bad debtors and, instead 

of being dismissed, was offered a transfer to an Apulian branch, Foggia,  

in the hope that, far from his native town, where he enjoys great popularity, and by breaking 

all those friendly relationships … that arise between ancient families of the same town, … the 

Bank could hope in a better management of its money, … but de Riso preferred to resign 

rather than leave his own town,172  

to the chagrin of his fellow townsmen, who appealed to the Ministry against the Bank’s 

decision.173 In this light, their claim in the previous year – when they were pleading for more 

credit – that the Bank’s branch had thrived ‘amid unanimous sympathies as a venture of public, 

not private interest’ sounds ironic, to say the least.174  

Since bills, in order to be discounted by a branch, needed the endorsement of at least one 

resident, in Lecce the local director did not shy away from using his authority to push third parties 

to endorse bills they had nothing to do with. Nor did the discount committee refuse to discount 

bills exceeding the credit limits set for each client: the bills in excess were simply conveniently 

recorded on the ‘Risk Book’ under the more suitable names of straw men. As a result, the 

director’s brother, by far the largest debtor, actually owed the Bank 250,000 lire instead of the 

86,000 officially recorded. Unsurprisingly, the amount of non-performing loans was ‘alarming’. 

A hue and cry had also been raised about the loans granted to local authorities. Finally, an internal 

investigation was launched and the director and chief accountant dismissed, thus hopefully 

                                                                 
168 Ibid., b. 422, f. 2218, MAIC to Colonna, Rome 16 June 1876. 
169 Ibid., b. 434, f. 2235, Lelio Amico to Filippo Cordova, Bari 25 Oct. 1866. 
170 Cf. De Rosa, L’espansione, pp. 209–10. 
171 ACS, MAIC, CP, IBS, b. 436, f. 2240, Rubino to MAIC, Naples 2 Oct. 1875. 
172 Ibid., f. 2239, Colonna to MAIC, Naples 6 Oct. 1874. 
173 Ibid., Montuori to MAIC, Catanzaro 20 Sept. 1874.  
174 Ibid., Casino Commerciale of Catanzaro to MAIC, Catanzaro 30 Apr. 1873. 
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‘breaking any monopoly that until [then] had, for personal reasons, restricted the branch’s credit 

among a few persons.’175 

At hearing the word ‘dismissal’, the Royal Commissioner could hardly believe his ears and 

jubilantly reported to the Minister that he had witnessed ‘an energy I was not in the least used to 

perceive’ in the meeting room of the Board of Directors. Such a firm stance was indeed unusual – 

at least towards guilty employees. For instance, when the director of Salerno was caught 

discounting bills with fake signatures, the poor Commissioner was kept in the dark as far as 

possible, since, he suspected, the board wanted to spare the director ‘even the slightest stain’. 

When the new director in Lecce furiously quarrelled with the branch secretary, unwilling to 

accept a bill against the rules, 176  the former was moved to Foggia and the latter – for 

‘insubordination’ – to Chieti, once again an act of ‘unusual energy’ the worthy Commissioner 

duly praised and the Ministry highly appreciated.177 To be fair, in the early 1870s the Bank was 

quite busy with moving and dismissing branch officers – a bad or good sign depending on one’s 

point of view. Besides those in Bari, Catanzaro and Lecce, the director of Reggio Calabria was 

replaced in 1873, and that of Foggia in 1876, followed a year later by that of Salerno,178 while that 

of Chieti had met a similar fate in 1876, igniting a feud between the Bank and the local chamber 

of commerce. The branch had evidently been mismanaged if its director had been removed, yet 

the President of the Chamber, who was engaged in litigation with the Bank,179 might have gone 

too far in claiming that the branch ‘[had] always been inspired by a partisan and vengeful spirit’ 

and had been run by petty politicians ‘for whom nothing [was] sacred’.180 As a result of the strife, 

the Bank refused for months to renew the local discount committee.  

 

 

  

                                                                 
175 Ibid., b. 437, f. 2241, ‘Relazione dell’Ispezione eseguita alla Succursale del Banco di Napoli a Lecce’, 

Rome 22 June 1876. 
176 Ibid., Rubino to MAIC, Naples 24 May, 6 Sept. and 28 Oct. 1876. 
177 Ibid., minutes of the meeting of the Board of Directors of the Bank of Naples on 31 Aug. 1876; ibid., 

minutes of the Secretary General of MAIC.  
178 De Rosa, L’espansione, pp. 223–4, 397, 408.    
179 ACS, MAIC, CP, IBS, b. 437, f. 2241, Rubino to MAIC, Naples 8 Feb.1876. 
180 Ibid., President of the Chamber of Commerce of Chieti to MAIC, Chieti 13 and 24 Apr. 1876. 
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Credit Feudalism: 

The Financial Basis of a ‘Backward’ Society’? 181  
 

 

 

I regret the little regard paid to the tutelage that the government is called to exercise over the Bank and that 

indeed many of its managers want to believe that the Bank is almost their property and that they can 

manage it at their will and pleasure. 

GAETANO SOMMA LO PRESTI
 182 

 

Dubious credit and personnel management, infighting and ill-concealed intolerance of 

governmental supervision were not sole prerogatives of the Bank of Naples. In the early 1870s an 

anonymous employee of the Bank of Sicily, embittered by the denial of even the smallest bonus, 

informed the government that  

the managers of the bank of Palermo regard [it] as their own thing … Everyone feathers his 

own nest … Councillor Ciofalo helps himself (mangia), as does Councillor Vassallo … The 

Bank’s Secretary is another scoundrel … They are all but a bunch of selfish thieves. … 

Money moves between them, before a bill comes due, another is drawn and with it the former 

is paid … It’s a disgrace (assassinio).183 

Another claimed that ‘the whole city [was] outraged’ by the Bank’s operations. The ‘poor director 

sees everything but although he does speak out, he is overpowered by these vultures’: Vassallo 

used the Bank’s money to pay for his own furniture and spared no effort to establish a branch in 

Rome just in order to hire his ‘stupid son’. Ciofalo, at the Mortgage Credit Division, ‘feigned’ to 

check titles to property, while employees ‒ some of them ‘even lacking chairs’ to sit on ‒ 

‘couldn’t talk’.184 More troubling were the official, year-long denunciations of the Bank’s Chief 

Secretary, Giuseppe Guittard, who, like his predecessor, had been completely ousted in a 

Machiavellian manner. Under the pretext of urgent and complex tasks that only an experienced, 

intelligent and upright officer like himself could perform (like organising the archives when no 

storage room had been made available yet), he was denied the exercise of his functions (and the 

corresponding emoluments) for years to the advantage of Ferdinando Mondini. The latter, ‘neither 

a celebrity …, nor an accounting genius’, who formally ranked seventeenth under the Chief 

Secretary in the staff hierarchy, could thus continue undisturbed to act and present himself, as 

before Guittard’s appointment, as the actual secretary.185  

Whatever the truth of each and any of these allegations, the overall picture painted by public 

officials was no brighter. In 1867 Guittard himself drafted, upon ministerial request, an internal 

report for the banking supervisory authority, pointing to a series of malpractices such as: a 

proclivity for bloated budgets; the abuse of ‘temporary appointments’ (like his own) at the 

                                                                 
181 Cf. Banfield, E. C., The Moral Basis of a Backward Society (Glencoe, 1958). 
182 ACS, MAIC, CP, IBS, b. 480, f. 2312, Somma to MAIC, Palermo 24 Sept. 1875.  
183 Ibid., b. 480, f. 2312, an employee of the Bank of Sicily to MAIC, [1874?].                                   
184 Ibid., an employee of the Bank of Sicily to MAIC, Palermo 20 Aug. 1874.             
185 Ibid., b. 462, f. 2286, Ragioni e documenti di Giuseppe Guittard, Segretario Capo presso la Direzione 

del Banco di Sicilia al Consiglio Generale del Banco autonomo (Palermo, 1868).                 
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expense of ‘many expert and honest employees’; the transfer to other departments of cash 

counters (contatori) as soon as they had learnt to do their job well; bad front-office practices that 

made possible the forgery of notes by clients; sloppy accounting and faulty regulations which the 

management ‘did not know how or did not want’ to mend, contenting itself with ‘mutilating’ 

those inherited by the Bank of Naples only to ahistorically reassert the independence of the Bank 

of Sicily from its parent bank. Finally, interestingly enough, Guittard recommended the 

transformation of the Bank into a joint-stock company with a private equity up to 150 million (1.5 

times the size reached by the National Bank in 1865). 186 This fabulous sum does not tell us so 

much about the competitive attitude of the Sicilian bank – which in fact did not exist – but rather 

more about the large capital available in Sicily, relying on the estimation of such a knowledgeable 

officer as Guittard.  

Since the early 1870s, one of the two Government Councillors sitting on the Bank’s Board of 

Directors, Vassallo Paleologo, had being warning the government about the Bank’s 

mismanagement, though his own integrity was also often questioned. He lamented that 

government councillors had no ‘clear’ responsibilities so that their supervision, with the growth of 

the Bank’s business, had become ‘vane and illusory’ and was increasingly challenged by the rest 

of the management in an attempt to ‘cover illegitimate meddling’ and ‘personal interests’, while 

the ageing Director General was increasingly dependent on his assistants.187 He was also deeply 

concerned about the institutional structure of the Bank and its heterogenous General Council, 

whose members were elected across constituencies as diverse as local administrations, chambers 

of commerce and bar associations and could therefore represent ‘interests opposite to those of the 

bank and the country’. He warned that 

[w]hen [private] interest and political partisanship manifest themselves within 

administrations, disorder, unlawfulness and injustice imbue their decisions … Merchants are 

interested in turning the Bank into a chest to their exclusive advantage, and … [oppose] every 

attempt at territorial expansion so as to hold capital captive within one single centre and 

exploit it better. Lawyers … are in the ranks … of the localist party, so that political passion 

leverages personal interest and a league is soon formed, which predominates in the assembly 

and aims at keeping the Bank of Sicily within regional borders. A coalition animated by such 

strong passions is not even deterred by the law, which on the contrary it feels the need to 

violate either directly or indirectly.188 

Gaetano Somma Lo Presti, the new Royal Commissioner, would soon witness first-hand the 

Bank’s disinhibited behaviour when two branch directors had to be moved owing to clientelism 

and mismanagement. To somehow prevent further losses while at the same time sparing the 

sensibilities of the guilty, the Bank decided to ‘temporarily’ transfer for a ‘special mission’ all 

branch directors, who in principle had to be appointed by the government. The Ministry of course 

protested – and so did the other directors – but the whole board threatened to mutiny, so the 

Ministry began considering the possibility of changing the rules.189 Previously, it had already been 

forced to intervene when the Bank of Sicily insisted upon denying credit to all those who refused 

the bills of one of its largest debtors, Baron Genuardi. Informed of the government’s veto on this 

unlawful action, managers were racking their brains to find a legal loophole to appeal to the 

                                                                 
186 Ibid., b. 479, f. 2310, Guittard to the Censor General of Credit Institutions, Florence 1 Sept. 1867.    
187 Ibid., b. 480, f. 2312, Vassallo Paleologo to the Finance Minister, Palermo 11 Sept. 1874.            
188 Ibid., Vassallo Paleologo to MAIC, Palermo 10 June 1873.  
189 Ibid., Radicella to the Finance Minister, Palermo 30 Sept. 1875; ibid., MAIC to the Bank of Sicily, 

Rome 8 Oct. 1875. 



283 

 

Council of State against the Ministry. The Royal Commissioner was shocked at their open 

disregard of the government and his own authority.190   

However, the government only really began to worry in June 1875, when the Bank asked for 

permission to increase its discount rate. The hidden reason was that it had lavished millions on 

Genuardi – who had unsuccessfully tried to monopolise the island’s sulphur industry, at the time 

threatened by increasing international competition – and a local steamship company, Trinacria. 

Though the Commissioner called for an investigation, the government was initially dovish. 

Nonetheless, it soon had to concede that the ‘vague explanations’ provided by the Bank were only 

‘meaningful for their imprecision and the singular way in which that administration [understood] 

its duties’ and that ‘everywhere an unhealthy atmosphere of irresponsibility’ seemed to ‘prevail’, 

worsened by the lack of accountability of managers appointed by the government. This led the 

Ministry to consider the outright abolition of the General Council and its replacement with 

rigorous, public auditing along with the replacement of the Board of Directors with a smaller, 

technical executive board, well-paid but subject to a large deposit – a solution immediately 

discarded since it would have required a law, it would have been difficult to oust local 

administrations from the Bank’s management and, first and foremost, the reform concerned 

Sicily.191  

In those years the unruly island became quite simply a pain in the neck for the central 

government as never before. In 1866 Palermo had already revolted for an entire week, stirred up 

by an odd Bourbon-republican conspiracy whose common aim was to overthrow the liberal 

government and which had found the support of a population impoverished by bad harvests, 

cholera, military conscription, mounting taxation, dismantlement of the charitable relief system 

due to the suppression of religious orders, note inconvertibility, and falling market demand due to 

the city’s administrative downgrading. Palermo was put under a state of siege but, though the 

harsh repression was deeply resented, military courts proved in the end surprisingly lenient with 

the main agitators, in a double failure of governmental authority.192 As under the Bourbons, 

Sicilian elites became increasingly estranged from the Italian government and its centralising 

attempts. 

The mid-1870s witnessed a dramatic escalation of the conflict between the ruling party, the 

Right, led by the Bolognese Marco Minghetti, and the Left, massively supported by Sicilians in 

the 1874 elections.193 For the first time, to the utmost dismay of Sicilian politicians, the word 

mafia increasingly surfaced in public debate as a hidden source of power in the region, while the 

government raised the spectre of a continuing Bourbon-anarchist-criminal threat in an attempt to 

pass emergency legislation on the island. In protest, Sicilian senior officials resigned en masse. 194 

In 1875 a parliamentary inquiry on the island was launched, whose diplomatic verdict was 

overturned a year later by an unofficial investigation by Franchetti and Sonnino, two young 

intellectuals from Tuscany.195 For the first time, the unholy alliance between the Mafia and the 

landed elites dominating Sicily’s life, especially in the North-West, and whose epicentre was 

Palermo, was mercilessly exposed amid a hysterical outcry from many Southerners.196 Though 

Franchetti advocated drastic administrative and military action to purge the island – to which, he 

                                                                 
190 Ibid., Somma to MAIC, Palermo 9 Sept. 1875. 
191 Ibid., MAIC to Minghetti, Rome 17 Aug. 1875.    
192 Riall, Sicily, pp. 198–221. 
193 Focardi, O., ‘Statistica elettorale politica: elezioni generali del 1874’, Archivio di statistica, 1, 1 (1876), 
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maintained, Italy had better renounce and grant independence, should all the efforts at moralising 

it prove fruitless –, nothing ensued. Or rather, something did ensue: the Right, leading the country 

since Cavour’s times, was eventually defeated in Parliament with the support of the Southern 

deputies, a fall ushering in two decades dominated by the ‘Southern-friendly’ Left and 

culminating in the parliamentary autocracy of the Sicilian Crispi in the 1890s.197 

Confronted with the immorality of the Sicilian bank, the Royal Commissioner, thinking as a 

bureaucrat, not as a politician, was, in true ‘Franchetti’ style, more hawkish than the government. 

The ‘sums intended to fuel the island’s general trade and industry’, he claimed, had served ‘to 

bestow treasures upon a company which does not even find subscribers but only parasites who sit 

at its banquet’. He did not even want to check the Bank’s discount portfolio – which, by the way, 

the latter had always been keen to prevent – since, as a former Treasury auditor, he ‘could not 

come to terms with the idea that, it being an autonomous credit institution, anything that could be 

administratively termed a breach of trust or misappropriation should be respected or at most 

regarded as a different evaluation in judging the Bank’s affairs!’. He was also disgusted by the 

veiled jokes made during the stormy meetings of those days about the old Director General, upon 

whom, though notoriously manipulated, was put all the blame for that mess and who sat in a 

corner without uttering a word. In any case he had to be replaced, although the Commissioner 

could in no way detect anyone around honest and able enough to undertake such a thankless task. 

Advocating much stricter government oversight, he maintained that the endowment and the 

autonomy granted by law to the Bank of Sicily in 1867 (see Chapter 35) ‘was not meant to put it 

at the mercy’ of the ‘money aristocracy’, or, more aptly termed, ‘discount feudatories’.198 In a 

metaphor recalling the ruthless exploitation of the island’s sulphur mines, he observed that  

many consider the Bank a mine, from which he, who has temporarily rented it, can extract as 

much metal as he can … [A]nd since one hand washes the other, the lords of discount, 

reciprocating courtesies and boundless trust, employ to their sole advantage the millions of 

the bank, leaving the crumbs to retailers and manufacturers.199 

The government remained very cautious and endeavoured to salvage the Bank as discreetly as 

possible. Shady figures like Ciofalo had to leave.200 So had Vassallo, despite his denunciations 

and his doggedly hanging on to his seat, once the government discovered that the Bank had 

financed him (though he remained director of the Rome branch).201 Director General Radicella 

resigned, to the regret of many employees, who appreciated his friendly manners,202 and was 

substituted by the mayor of Palermo, Emanuele Notarbartolo, who led the Bank until 1889. 

Through closer supervision and draconian credit retrenchment he partly restored the Bank’s 

creditworthiness. As Figure 5.13 shows, the following was a ‘lost decade’ for the Bank, and even 

more so for Sicily, since in those years the branch in Rome – founded in 1874 – had taken off, 

contributing significantly to the Bank’s total business volume. 

Notarbartolo also pushed through the Bank’s northward expansion: the establishment of a 

branch in Milan was finally granted in 1884, albeit amid loud protests from part of the board ‒ for 

whom the Bank ought to remain insular to serve the ‘local caste’203 ‒ and only at the cost of 

expanding the island’s branch network to include minor towns. For Royal Commissioner Somma, 

                                                                 
197 For the instrumental use of the ‘Mafia discourse’ in party politics, see Lupo, History of the Mafia, pp. 

51‒69. 
198 ACS, MAIC, CP, IBS, b. 480, f. 2312, Somma to MAIC, Palermo 25 Sept., 10 and 20 Dec. 1875.                          
199 Ibid., Somma to MAIC, Rome 16 Nov. 1875.   
200 Ibid., Minghetti to MAIC, Rome 10 Nov. 1875. 
201 Giuffrida, Il Banco di Sicilia, 2 pp. 141–3, 190. 
202 Ibid., Bank’s employees to MAIC, Palermo Dec. 1875. 
203 Cf. Botta cit. in Giuffrida, Il Banco di Sicilia, 2, p. 189. 
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Notarbartolo was not tough enough,204 yet he had no easy life – and soon no life at all – within an 

administration dangerously close to the Mafia. The relations between him and the General 

Council – at the mercy of political factionalism and, progressively, its own clients through the 

appointment among its members of representatives of a few local banks205 – became increasingly 

tense. His written complaints to the Minister were stolen and leaked to the Bank’s management, 

which publicly – and unashamedly – used them to blame Notarbartolo’s disloyalty to the Bank.206 

Notarbartolo stood in the way of the powerful business interests of devious fellow politicians 

associated with the Mafia such as Raffaele Palizzolo.  

 

 

FIGURE 5.13. Total lending of the Bank of Sicily, 1861–93. Note: in 1885 data are missing for 

most branches; ‘others’ include Syracuse, Trapani, Caltanissetta and Caltagirone. Source: Own 

elaboration based on De Mattia, I bilanci degli istituti di emissione, 2, Tabb. 17–8; Piluso, G., 

‘L’Istituto di emissione, 1867–1926’, in Asso, Banco di Sicilia, Tab. 1.  

Being a bank director in the South was indeed a hazardous job. In 1863 Avitabile had been 

kidnapped, although apparently by loyalist brigands.207 In 1882 it was Notarbartolo’s turn and he 

had to be ransomed at a princely price from a gang sheltered by Palizzolo.208 In 1889 he was 

dismissed from the Bank and replaced, in 1891, by Giulio Benso Duke della Verdura, one of the 

first Southerners to sit on the Superior Council of the National Bank (see Chapter 34). Palizzolo 

himself remained on the board. Yet the Bank’s opaque operations attracted once more the 

government’s attention and might have led to Notarbartolo’s comeback, had he not been most 

opportunely murdered in 1893. Deputy Palizzolo was at first sentenced as the crime’s instigator 

but later acquitted for lack of evidence in 1904.209 

                                                                 
204 Piluso, ‘L’Istituto di emissione’, p. 47. 
205 Notarbartolo to MAIC, Palermo 8 Apr. 1889, in Giuffrida, Il Banco di Sicilia, 2, pp. 322–5. 
206 Ibid., pp. 244–54. 
207 API, CD, Documenti, VIII leg., sess. 1861–2, no. 58–B, pp. 161–3; Dumas, A., ‘Nouvelles de Naples’, 

in La Presse, 16 Feb. 1863. 
208 Azzolina and Blando, ‘Il consiglio di amministrazione’, p. 513. 
209 On the entire affair, see Notarbartolo, L., Mio padre Emanuele Notarbartolo (Palermo, 2018) and Lupo, 

History of the Mafia, pp. 94‒132. 
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Twenty years later, the Bank’s management was as unscrupulous as ever and just a little 

more murderous than in the early 1870s, as the main Palermo newspaper denounced: 

every board member doesn’t care but for the business of the office he represents and, 

provided his colleagues do not hinder his own [business], he is willing to vote anything else 

they propose … Amidst all this, the Director General is in turn left the freedom – a freedom 

he abuses – to embark on all those operations to which the Board of Directors turns a blind 

eye, or possibly two, at least until they go right.210  

As one can easily imagine, the Sicilian offices were a major headache for the National Bank too. 

In 1866 Bombrini had already blamed Palermo for its sloppy cash counting. In 1877 he went so 

far as to threaten the Palermo Director with suspending credit, since ‘in no other office [were] … 

insolvents’ bills so often accepted’. The Regency Board in Palermo (among them Duke della 

Verdura) stood up as one man and threatened to resign, following a tried-and-tested strategy. Not 

only Bombrini but the entire Superior Council then had to bow and scrape to avoid being deprived 

‘of the precious contribution and enlightened cooperation’ of a board they were ‘fully satisfied 

with’. In the same year, in the space of just a few months and despite Bombrini’s stern warnings, 

the director of the Catania branch had heaped up bad debts to salvage the town’s reckless savings 

bank and, unlike his counterpart in Palermo, was immediately sacked.211 

To be sure, frauds and thefts at the expense of the National Bank were not confined to Sicily: 

the case of Syracuse in 1876, however, was particularly painful. Together with the local cashier 

and some accomplices, branch director Odero – embarrassingly enough, a relative of a 

distinguished member of the Superior Council, the Genoese Rossi – had stolen 1.2 million to 

partly cover previous embezzlements. A rake and a gambler, Odero had also meddled in politics. 

When the list supporting the director of the Bank of Sicily branch trounced the one he had 

endorsed, he ostentatiously cut credit to the former’s voters. In the words of the city’s prefect, a 

friend of Minister Finali’s, the local National Bank board was but a ‘profit-sharing clique’ 

(consorteria cointeressata). However, only that one million theft definitively convinced the 

National Bank to get rid of Odero (whom, apparently, the Bank of Sicily was courting for its 

Girgenti branch).212 Already in 1872, to breach the power of parties ‘which, rather than the bank’s 

good, unfortunately aspired to let their exclusive interest prevail’, the Bank of Sicily had 

arbitrarily changed the selection rules for the discount committee in Syracuse, allowing for the 

inclusion of non-merchant members, which triggered the immediate reaction of the local chamber 

of commerce. 213  Whether political interference could help check commercial partisanship is 

questionable – beyond question, though, is the disastrous entanglement between private, political, 

commercial and criminal business undermining the Sicilian banking system. 

Confronted with this sorry picture, it is all too easy to claim that the inner workings of 

Sicilian banking – including the National Bank branches – simply reflected the widespread 

collusive practices and amoral attitude of a large part of the island’s elites, so poignantly 

described by Franchetti. Corruption in financial affairs was certainly not the preserve of 

Southerners, as the history of the National Bank clearly shows (see Part Three). And several 

Southerners were willing to denounce and fight against it, as the examples of Commissioner 

Somma and Notarbartolo attest. Rather than look for purely cultural explanations, always at risk 

of merely formalising prejudice, we should identify the political and institutional factors that 

allowed corruption to thrive. Sicilians were rich and long used to challenging central authority. 

                                                                 
210 Giornale di Sicilia, 12 Apr. 1893, cit. in Azzolina and Blando, ‘Il consiglio di amministrazione’, p. 517. 
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212 ACS, MAIC, CP, IBS, b. 420, f. 2211, Prefect of Syracuse to Finali, Syracuse 22 Aug. and 7 Oct. 1875.    
213 Ibid., b. 480, f. 2312, Prefect of Palermo to MAIC, Palermo 21 Apr. 1873. 
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The Italian government could not forget the crucial role played by Sicilians in Piedmont’s 

southern enlargement. While under the Bourbons Sicilians had no constitutional rights, in the new 

kingdom they could contribute to bringing down the government. This largely explains the latter’s 

unwillingness to intervene more drastically in their financial matters. 

Moreover, the very special nature of the Southern banks made them more vulnerable to 

mismanagement. Unlike the National Bank, whose modern and efficient structure had already 

crystallised in the early 1860s, they needed a series of partial reforms which complicated their 

management (see Chapter 35). More importantly, their public nature encouraged moral hazard 

and lack of commitment, perpetuating a Bourbon tradition. At the same time, however, the Italian 

government, unlike its predecessor, empowered the Southern business elites by putting in their 

hands the local Banks, while the very presence of the National Bank branches enabled them to 

work both sides of the street. Thanks to its direct appointment of branch directors, chosen from 

across all of Italy, the National Bank was definitely in a better position to prevent abuses, but, as 

Odero’s case shows, outsiders quickly adjusted to the new environment, especially if they could 

rely on good connections within the Superior Council. 

Studying corruption in banking is not merely a moralistic exercise. It suggests that the South 

was regrettably not able to take full advantage of the impressive financial development spurred by 

national unification, as new institutions were captured by local elites and used for their own ends. 

This in turn biased economic development and further strengthened their grip on society, besides 

reinforcing their pivotal role in national politics. In a perverse way, corruption also demonstrates 

the active role played by local agents and refutes a colonial narrative counterposing Southerners 

to a rapacious state. If the Italian government and the National Bank can be blamed at all ‒ in 

banking at least ‒, it is for their accommodating stance in an environment where they had to 

compromise in order to survive, rather than for their alleged authoritarianism. 
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39 

Towards a New Chapter of Credit Pathology 
 

 

 

This law seems to aim at meeting the interests of some Italian regions rather than establishing a good 

banking system.  

CAMILLO SUPINO214 

 

The willingness of the Italian governments to compromise on banking policies, be it by turning a 

blind eye to some banks’ mismanagement or by drafting ambiguous banking reforms, had become 

abundantly clear by the 1870s. Being constantly short of money, the government increasingly 

turned to the easiest source of financing, namely the National Bank with its printing press and its 

nationwide branch network. The bank’s advances to the government continued to grow year after 

year, reflected in its soaring circulation (Figure D.6). By 11 August 1870 the state owed the bank 

500 million. On 14 August another 50 million was granted; an additional 150 million was 

promised a year later; further 300 million lire in banknotes were accorded in spring 1872. By 19 

June 1874 the Treasury’s debt towards the bank amounted to 860 million. Its cumulative interest 

payments on this debt since 1866 had reached 32 million.215 Not surprisingly, many could not 

forgive the bank for such profits, small in terms of interest rates but huge in absolute values, 

especially since they were mostly earned on paper and implied an unfair advantage to the former’s 

note circulation with respect to that of any other bank. 

Paradoxically, while this was bad news for the government if it really aimed at a definitive, 

sound banking reform, it was good news whenever it needed money. The government’s penchant 

for the National Bank when it came to borrowing had cast the latter in a bad light, thus preventing 

it from legally obtaining monopoly or something akin to it, like controlling the treasuries or 

merging with the Tuscan National Bank (see Chapter 34). The bank’s relative weakness, in turn, 

made it necessarily more amenable to the government’s appeals to its purse, which would 

inevitably enrage all those who, for either private or ideological reasons, abhorred privilege and 

‘unnatural’ entanglements between the state and the Piedmontese bank. 

The growing economic – though not political – power of the bank then prevented the 

government from taking a firm stance against monopoly, just as it prevented banking pluralists 

from softening their attitude. The result was therefore a banking system with a contested hegemon 

that enabled the government to milk both the National Bank and, at times, its competitors, as in 

the case of the 20 million statutory yearly advance due from the Bank of Naples (see Chapter 28) 

or the 60 million advance granted in 1870, 42 per cent of which was provided by the National 

Bank, 33 per cent by the two Southern banks and the remainder by the Lombard Savings Bank 

(10 million) and the Roman Bank (5 million).216 The first victim of this system grown out of 

short-termism and political compromise, however, was the government itself, unable to 

thoroughly and consistently reform the banking system and therefore liable to further criticism 

and discredit. 

                                                                 
214 Supino, C., Storia della circolazione bancaria in Italia dal 1860 al 1894 (Torino, 1895), p. 51. 
215 Sachs, L’Italie, pp. 537–8. 
216 Ibid., pp. 535–6. 
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Although the National Bank was not enjoying good press, it had dramatically enhanced its 

position since national unification. In exchange for its 300 million lire loan in 1872, it was 

authorised to double its capital to 200 million (Table D.2). Meanwhile, its branch network was 

steadily growing (Table D.1) and no end to note inconvertibility was yet in sight. At the same 

time, however, the cause of banking pluralism was also making progress. The Bank of Sicily was 

reformed in 1867 on the template of the Bank of Naples and began building its own network, 

rapidly replacing the National Bank as the main credit provider on the island (Figure D.13). The 

Bank of Naples was also slowly expanding its network, reaching Rome in 1871 and Milan a year 

later (Table D.1). In 1870 the Roman Bank ceded its exclusive privilege of note-issuing in the 

Roman province to the National Bank, the Bank of Naples and, later, the Bank of Sicily against an 

indemnity of 2 million lire, with the result of increasing the number of issuing-banks operating in 

Italy from five to six. At the end of 1870 the Tuscan National Bank tripled its nominal capital 

from 10 to 30 million, while the Tuscan Credit Bank increased its paid-in capital too, despite their 

notes being constantly brought back to their tellers for conversion.217 In the meantime, issuing 

one’s own means of payment had become an industry in its own right. The so called circolazione 

abusiva (see Chapter 32) surged from 16 million in late 1871 to 29 million in late 1872 and to 

more than 35 million six months later (Figure 5.14), although official figures probably 

underestimated the true extent of this business. This scrip circulation issued by (legally) non-

issuing banks could be almost ten times higher than the issuer’s paid-in capital or even more 

compared to its cash reserves.218 

 

 

FIGURE 5.14. Circolazione abusiva, 1865–76. Source: Own elaboration on De Mattia, I bilanci 

degli istituti di emissione, 2, Tab. 7. 

In spite of the privileged position of the National Bank, whose profits had doubled, the other 

banks of issue did not fare badly either: from 1865 to 1873 the Roman Bank doubled its profits as 

well, the two Tuscan banks and the Bank of Naples increased them by 150–200 per cent, while 

the Bank of Sicily – previously almost inactive – increased its profits by more than 500 per 

cent. 219  This reflected the country’s credit development, both in terms of institutions and 

economic output, as well as a speculative appetite sharpened by note inconvertibility and 

regulatory laxity (see Chapter 32). 

                                                                 
217 Supino, Circolazione bancaria, pp. 41–4. 
218 Ibid., p. 46.   
219 Ibid., p. 124 –5. 
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To a certain extent, the banking sector was developing on its own, while the government 

appeared increasingly uncertain about its preferred banking policy. In early 1870 Minister Sella, 

in a still-born project, went as far as proposing a mixture of free banking and the Peel’s Act, 

granting the right to issue bearer notes to any bank, which however had to be divided into an issue 

and a banking department. Three years later he changed his mind and instead advocated 

restricting the note-issue privilege to the six banks of issue and re-balancing their mutual positions 

by allowing the National Bank to have a circulation only two times larger than its paid-in capital, 

while this limit would be raised to three times larger for the other five. This second project was 

remarkably similar to the one proposed few months later by the new minister, Minghetti, and 

made into law on 30 April 1874, though Minghetti’s introduced a further ingredient to the recipe, 

namely a pinch of public banking in the shape of governmental notes. 

The 1874 law joined all six banks of issue into a consortium responsible for issuing 

inconvertible government money meant to replace the inconvertible National Bank banknotes. 

Government money would be printed on white, bank money on coloured paper and the two would 

have different denominations, as low as 50 cents for the former and only higher than 50 lire for 

the latter. Apart from special authorisations, private note issue could not exceed three times either 

the value of assets and paid-in capital or of reserves held either in specie or government notes. 

Finally, in two years’ time banknotes would cease to be legal tender – a rather useless provision, 

for the government continued to grant extensions to this deadline until the temporary return to 

convertibility in 1881. The law could not undermine the dominant position acquired by the 

National Bank, but strengthened those of its rivals by liberalising the opening of bank branches 

across all Italy, making one bank’s notes temporarily legal tender wherever it had a branch, and 

allowing the Roman Bank to raise its capital from 5 to 15 million and the Southern banks to 

increase their patrimonies by half.220 

The path to modern central banking was different in every country and in the late nineteenth-

century there was a bewildering variety of systems of note issue. At one extreme there was the 

Bank of France, which had acquired the monopoly of issue in the aftermath of the 1848 

revolution; at the other, the United States, with free banking after the loss of privilege of the 

Second Bank of the United States and later the conflict between national and state banks. The 

Bank of England was privileged, although the 1844 Banking Act let survive both country banks in 

England and Wales and Scottish issuing banks, respectively under more and less adverse 

conditions. The Prussian bank, too, had to coexist with a plethora of note-issuing banks – as many 

as 31 in 1875 – inherited from the German states, but its market dominance was undisputed from 

before unification and life was made increasingly hard for the surviving banks. In Spain 

monopoly was established in 1874 and in Austria-Hungary the Austrian central bank, monopolist 

since 1816, was reformed into a dual institution under Austrian and Hungarian control. In this 

light, the Italian case just added another variety to this already variegated set of possibilities. 

From another point of view Italy was nevertheless exceptional in that it established an 

asymmetric oligopoly with very few but not-so-small players who, though never able to 

overthrow the National Bank, would be still powerful enough to oppose any further concentration 

of power – as well as any other extension of their privileges to new actors. It was also exceptional 

in that this weird oligopoly – first tolerated in the 1860s, then sanctioned in the 1870s – had come 

into being as a result not of a consistent policy but of mere circumstance. Minghetti’s law, like the 

decree of 1 May 1866, was simply meant as a temporary measure, its only aims being to regulate 

note-issue before the return to convertibility and to outlaw abusive issuing. The fact that, unlike 

under Cavour, the government no longer had a banking agenda of its own but was merely trying 

                                                                 
220 L 30 Apr. 1874, no. 1920 in Racc. Uff. LL. DD. 
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to regulate the burgeoning amount of paper money it needed to stay afloat without incurring 

Parliament’s wrath was made clear by Minghetti when he stated that the 1874 law would not in 

any way prevent Parliament from choosing monopoly, free or even public banking after the return 

to convertibility.221 He dismissed theoretical discussions over sound banking claiming that ‘when 

one lives in a miasmatic marsh, it is useless to discuss hygiene in open fields and in the brisk 

mountain breezes’. 

The 1874 Banking Act, with its explicit refusal to solve the Banking Question once and for 

all and its ambition to make everyone happy – the National Bank whose dominance had already 

been assured; the other banks, which were put on a more equal footing – was a masterpiece of the 

Italian ‘tendency towards good-natured settlements, half-way solutions’, and of the 

‘accommodating and a bit Machiavellian nature’ of the nation.222   

Sicilian economist and former Finance Minister Ferrara anticipated the law would be 

what shrewd men want it to be and the country is able to suffer; it will be an accomplishment 

of the right, the left or the centre; it will be a political phase, a Piedmontese, Lombard, 

Neapolitan, Sicilian or Tuscan triumph; it will serve the interests of the National Bank or of 

the minor banks, or be a bit of everything, benefitting everybody except the country.  

A judgment echoed by another prominent scholar, Supino, who after another half-backed reform, 

that of 1893, wrote that 

the 1874 law indeed resulted from the conciliation of the most disparate opinions prevailing 

in Parliament, by making concessions to the various parties, but on the whole limiting itself 

to sanctioning the existing state of affairs.223  

To quote Supino and Piedmontese economist Ferraris, the Italian system thus passed from being 

‘an empirical one, born by chance’ to the ‘negation of any system’, a system ‘worth of being 

classified in a new chapter to be added to credit pathology’.224 

Since 1874, therefore, to the pretentions of the National Bank to becoming a monopolist 

were added those of the other oligopolists to see their privileges preserved. When Minister 

Majorana-Calatabiano suggested in 1879 that further banks might be allowed to issue notes, he 

was attacked from every corner.225 It would take the economic, credit and political crisis of the 

late 1880s and the risk of a financial meltdown to bring about another major – though not 

definitive – reform, namely the liquidation of the Roman Bank by the National Bank and the 

merger of the latter with the two Tuscan banks into the Bank of Italy.226 The path to monopoly 

was clearly set, though the Bank of Italy would have to wait for another thirty years, a world war 

and a dictatorship to see the Southern banks lose their privilege of issue and its own monopoly 

enshrined in a new banking reform.227   

 

  

                                                                 
221 Minghetti, cit. in Corbino, Annali, 2, p. 349. 
222 Boccardo, G., L’economia nazionale e le banche: alcune osservazioni intorno al nuovo progetto di legge 

per l’ordinamento degli istituti di emissione (Roma, 1888), pp. 11–2. 
223 Supino, Circolazione bancaria, p. 51. 
224 Ibid., pp. 48, 130. 
225 Ibid., p. 62. 
226 For an overview of the late-century banking crisis, see ibid., pp. 85–115 and Fratianni and Spinelli, 

Storia monetaria, pp.206–26.  
227 L 25 June 1926, no. 1262, in Racc. Uff. LL. DD.  
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40 

Conclusions 
 

 

 

 

During the 1860s Italy resembled in many ways the late Kingdom of Sardinia. Administration 

was centralised, nationalism and the need to complete unification ruled not only state rhetoric but 

actual politics and economic policies. Public indebtedness continued to grow along with taxation, 

while the government stayed committed to public investments, both in war and infrastructure. A 

larger national market, foreign investments and the government’s liberal attitude stoked a boom in 

banking and investment in joint-stock companies. Pivotal to this transformation was the National 

Bank, which, according to Cavour’s master plan, was to become, if not the exclusive note-issuer, 

at least the largest and most trusted one. Public patronage would tie the bank to the state, albeit 

preserving its private character as an essential source of trust. A powerful bank, with a large 

capital widely traded, commanding vast resources from the Mints’ management and – hopefully – 

the Treasury service, whose notes could be exchanged across all Italy through a dense branch 

network and possibly be made legal tender, would be able to expand the monetary supply and 

relieve public finances, enjoying the profits of its own hegemony on the private market while 

representing a trustworthy and familiar partner for the government. The larger the bank and the 

number of those with a stake in it (either as shareholders, note-holders or clients), the larger the 

support it could offer to the government and, at the same time, the stronger the guarantee that it 

wielded enough influence not to allow private interests to be overridden by an unreliable 

government. 

This ideal arrangement was only partially carried out. A decade earlier Cavour had had to 

fight with localists, like the Savoyards, who wanted to retain domestic control of their credit 

market, and banking pluralists, who wanted to share the gains from money creation and credit 

expansion and not submit to the might of a monopolist bank of issue (see Chapters 17 and 18). He 

also had to battle with those afraid of the transfer of political power from an elected government 

to a privileged bank (see Chapter 19). After unification the situation was very similar, with the 

exception that localists did command powerful banks this time. The Right basically won and lost 

the same battles as Cavour, save one. It proved unable to turn the bank into the state treasurer but, 

unlike Cavour, was not even able to accomplish the merger between the Piedmontese and the 

Tuscan National Bank, which would have created a monopolist (apart from the irrelevant Tuscan 

Credit Bank) controlling the whole Centre-North, just as the merger between the Banks of Genoa 

and Turin had created a de facto monopolist for Liguria, Piedmont and later Sardinia. On the other 

hand, it encouraged the bank’s geographical expansion and massive capital increases, and most 

importantly made its notes inconvertible legal tender. 

This latter decision turned the bank into a hegemon while undermining its political support. 

In 1848 the decision to grant inconvertibility to the banknotes of the Bank of Genoa was 

straightforward, as this was the only operative note-issuing bank in the country. The potential 

conflict with the infant Bank of Turin, also lobbying to issue inconvertible notes, was solved by 

their merger. In 1859 short-term inconvertibility was granted to both the National Bank and the 

Bank of Savoy (see Chapter 17). In unified Italy, by contrast, it would have been not only 

politically but also technically challenging to merge the largest note-issuers, namely the National 
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Bank and the Southern banks, whose managers not only belonged to estranged business 

communities – unlike the Genoese and Piemontese – but whose very nature was quite different. 

On the one hand, it would have been hard to convince the Genoese, the Piedmontese and, to a 

lesser extent, the Lombards to see their power diluted within a truly ‘national’ Bank of Italy, and 

on the other it was equally difficult – though it was attempted – to liquidate or at least scale down 

the Southern banks so as to direct Southern capital towards a new bank, this time ousting the local 

bodies which were managing them. The impossibility of realising even such an easy merger as 

that with the Tuscan National Bank, where it was a matter of two joint-stock banks and business 

partners on amicable terms, casts doubts on the actual feasibility of this ideal project. 

As a result, it was the National Bank which undertook the role of an unattainable Bank of 

Italy, a substitution which smacked of privilege. The corso forzoso of 1866 just made apparent the 

impossibility of coping with the high foreign debt, war expenses, developmental policies and 

trade deficits that lay at the heart of the Cavourian economy. But its longevity and the disruptions 

it caused provided ample reasons to blame both the Right and the National Bank. In the South it 

was perceived as a fatal blow to the local Banks, until then still able to master the regional market 

for paper money. This led them to oppose with all their power another major privilege, the 

management of the Treasury service, causing serious embarrassments for the government, which 

was unable to content both the National Bank and the Southern banks and thus had to renounce 

the ready cash associated with the ‘sale’ of such a benefit. Opposition to the National Bank from 

all quarters then coalesced into the 1874 banking reform, whereby the government, increasingly 

unable to devise and pursue a banking policy of its own, committed itself to short-termism and 

compromise. Those afraid of a ‘bankocracy’ obtained governmental inconvertible money, 

banking pluralists the sanction of a note-issue oligopoly, existing banks protection against free 

banking, while the National Bank retained its lead. 

The South’s financial history has emphasised the furious struggle between the National Bank 

and, particularly, the Bank of Naples. This emphasis, however, has all too easily led to an 

interpretation in which the National Bank appears as a foreign power threatening the Southern 

banking system. However emotionally appealing, this contraposition does in fact obscure one of 

the most important aspects of unification in the South, namely how the National Bank and the 

Banks of Naples and Sicily together shaped Southern financial markets. 

Unification, and the expansion of the National Bank, did not lay waste to the Southern 

markets – they ushered in a long-awaited revolution. This was very clear to provincial towns, 

which all of a sudden were given a branch bank actively discounting and whose notes circulated 

across the whole country. Such a development would not have been equally quick under the 

Bourbons, precisely because it was foreign-led. The National Bank needed to expand throughout 

the South to confront municipalist hegemons like the Banks, while there were few reasons why 

under the former regime Neapolitans and Palermitans, firm in their economic and political power, 

should have strongly supported the financial empowerment of the Southern provinces. After all, 

the regents of the National Bank themselves initially had qualms about creating a branch network 

in Piedmont-Sardinia but were eventually persuaded to do so by their need, as a private 

institution, to forestall potential competitors (see Chapter 20). In the Two Sicilies, by contrast, 

Neapolitan bankers were not making money out of the public Bank as shareholders, they were 

making money out of managing the national credit chain privately and by undersupplying the 

provinces according to an oligopolistic logic, while enjoying cheap credit themselves from the 

city Bank. Moreover, this being a privileged bank whose notes circulated everywhere, there 

simply were no direct competitors to forestall. 

Financially speaking, the National Bank – out of self-interest – enfranchised Southern 

business communities on a large scale. Nor is there any hint, as argued in the Epilogue, that it was 
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sapping Southern savings and conveying them to the North. In Palermo, for instance, as discussed 

in Chapter 30, the contrary was true: in 1867 the National Bank provided credit for 30 million 

with less than 6 million deposits, against the 19 million reserves of the Bank of Sicily, lending for 

less than 7 million – a pattern to be found in most of its Southern branches, whose loans dwarfed 

the amount of local deposits. The National Bank in fact lent widely to Southerners through 

branches managed and staffed by Southerners, although supervised by the mostly Northern 

headquarters. 

Competition with the Southern banks harmed the latter, rather than the Southern economy as 

a whole. The payment system managed by the Banks through their notes’ clearing was disrupted 

by the aggressive strategy of the National Bank (see Chapter 33), something that was certainly 

inconvenient for Southerners, who had now at their disposal only one non-metallic means of 

payment freely transferable across the Strait of Messina – namely banknotes – instead of two, but 

at least they had one. Nonetheless, apart from this setback, the very threat of the National Bank 

spurred its Southern competitors to rapidly update their business practices – like issue bearer 

notes – and embark on geographic expansion. Many Southern cities and towns, from Naples to 

Caltanissetta, could now benefit from the services of two banks of issue. 

Because of competition, the National Bank could not simply undersupply the Southern 

market while pocketing its savings: unwarranted credit retrenchment would in fact result in a 

larger market share for the Banks. Nor did it seem able to compete with them on an equal footing 

for deposits. Moreover, businessmen unfairly denied credit would be unlikely to keep their 

deposits with the National Bank ‒ except for the minimum sums necessary to get banknotes or 

transfer funds across the whole country ‒ and would rather move them to the friendlier Banks. 

Finally, precisely the fact that the branch network of the Banks was mostly confined to the South 

ensured the local distribution of savings. The National Bank thus faced competitors which by the 

mid-1870s lent as much as it did regionally and therefore in any case prevented it from unduly 

restricting credit, on pain of losing ground to powerful-enough competitors (Figure D.13). If in the 

case of Sardinia, a much weaker economy, we might speak to a certain extent of ‘financial 

colonisation’ during the Cavourian decade, in that the island remained highly vulnerable to 

volatile investments from the outside and banking was probably attractive more as a way to 

deposit money against a safe return than to get credit (see Chapter 21, although further research is 

needed), this concept does not suit the rest of the South, with the surge in lending across the 

whole region (Figure 5.11) and its overall stronger economy, equally well.  

Unfortunately, however, we have good reasons to doubt that financial development in the 

South unfolded to its full potential. As in Sardinia, poor roads, uneven economic development 

across provinces,228 high illiteracy rates and the overwhelming influence of the local elites on 

pretty much everything from local politics, to justice, land and credit institutions, hampered 

financial integration and the full blooming of a strong and diversified credit system,229 while large 

public debt issues and the sale of state and church property further encouraged more traditional 

forms of investment. Still more frustrating is the fact that there is ample evidence suggesting that, 

far from being gallant champions of the South, as they fashioned themselves and as they are 

accordingly presented in most of the historiography, the Banks themselves played a far lesser role 

than they could have in the South’s credit development. To explain this failure there is no need to 

resort to prejudiced cultural interpretations ascribing it to ‘backwardness’, ‘lack of entrepreneurial 

skills’, innate laziness or low morals. Comparative works like this thesis make abundantly clear 

                                                                 
228 Ciccarelli and Fenoaltea, for instance, clearly show that already in 1871 relative industrialisation was 

geographically more diffuse in northern than southern Italy (Ciccarelli and Fenoaltea, ‘Through the 

Magnifying Glass’). 
229 Cf. A’Hearn, ‘Finance-led Divergence’. 
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that Southerners were no more inclined to corruption that their Northern counterparts. But, despite 

unification, they continued operating in a different economic and institutional setting, responding 

to different incentives. Credit development in Piedmont-Sardinia began earlier, so that the 

progressive diversification of the banking system had more time to erode initial oligopolies, while 

wealth inequality was probably lower from the start. The same bad experiences with its first 

branches prompted the National Bank to supervise them better (see Chapter 20). More 

fundamentally, however, private markets played a much stronger role in northern than southern 

Italy. Joint-stock banks could unfairly discriminate against small clients in times of crisis or be 

overly indulgent with clients supported by their managers – or the Director General himself (see 

Chapter 22). But in the end they had to deliver high-enough dividends. In the South, by contrast, 

public banking controlled by the government was replaced by public banking controlled by local 

administrations. There was less pressure to perform and more scope for clientelism (through 

lending and staff recruitment), mismanagement and even embezzlement. 

While the National Bank had a direct interest in curbing mismanagement – at least at all 

levels below the central administration ‒, the central government, supervising the Banks, often 

had an interest in not intervening and thus spoiling its relationships with Southern politicians. The 

South therefore benefitted substantially from unification in terms of financial development, but 

progress unfortunately continued to be hindered to some extent by the very same forces that 

contributed to delay it under the Bourbons. 
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The Southern Financial Question 
 

 

 

The Risorgimento has never been framed as a financial question, nor has finance found its proper 

place within the historiography of the Southern Question so far. With this thesis I have attempted 

both to challenge standard interpretations by looking at these two phenomena from the point of 

view of finance and to offer a new financial history of Piedmont and the South from the Congress 

of Vienna to the conquest of Rome. While financial history proves a powerful tool to provide new 

answers to old questions of Italian historiography, Italian history in turn sheds light on recurring 

issues in monetary and banking studies, in particular as regards central banking and the 

relationship between financial and political power. In this last part of the thesis I therefore 

summarise the main contributions of this work. 

1. States Make War and War Makes Markets 

Tilly’s famous contention that ‘war made the state, and the state made war’1 is literally true in the 

case of Risorgimento Italy. In Italy during the nineteenth century, however, wars of national 

unification also made financial markets, which in turn helped make a unitary state. Wars made 

markets not simply because they annexed new regions. In fact, the single most important war for 

the financial destiny of Italy was the one Piedmont lost in 1848/9. Two remarkable things 

happened in Piedmont that year from the point of view of financial history: the granting of a 

constitution and the fiscal breakdown of the state, which prompted the government to seek 

assistance from a Genoese bank it had formerly been used to refinancing with Treasury surpluses. 

A parliamentary regime did not simply empower investors and businessmen, creating the 

preconditions for a financial revolution à la North and Weingast. It shifted the responsibility for 

monetary and banking policies from an absolute monarchy to an elected parliament, thus 

complicating decision-making dramatically. The results were burgeoning financial markets and 

inadequate banking legislation. On the one hand Parliament wanted a strong National Bank that 

could play in the wars of the Risorgimento the role the Bank of England had played in the wars 

against France, from the Sun King to Napoleon. On the other, however, localists and banking 

pluralists opposed the government’s plans to effectively transform the National Bank into a Bank 

of England in the hope of carving out a share of the market by establishing their own banks of 

issue, a deadlock the National Bank broke by increasing its capital excessively and pre-empting 

local markets through branching. 

Due to parliamentary opposition, there was no monopoly of issue in the country before 

unification: in fact, a small bank of issue operated in Savoy and another one had been proposed in 

Sardinia, though eventually a branch of the National Bank was established in its stead. The 

Second War of Independence rid the National Bank of the Savoyard bank since Piedmont had to 

hand over Savoy, the heartland of the dynasty, to France in return for its decisive support in the 

                                                                 
1 Tilly, C., ‘Reflections on the History of European State-Making’, in id., ed., The Formation of National 

States in Western Europe (Princeton, 1975), p. 42. 
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military campaign. Garibaldi’s conquest of the South, however, soon bestowed two powerful 

banks of issue upon the new country. In the overheated atmosphere of those days, provisional 

governments in the South could not simply dismantle the old Bourbon banks to promote the note-

issue monopoly, dear to the Right, since they would have sparked outrage and deprived 

themselves of the assistance of wealthy public banks. Inevitably, the survival of the Southern 

banks proved an insurmountable hurdle to reforming the banking system according to a British or 

French model, and the government’s clumsy attempts to overcome it by according privileges to 

the National Bank (capital increases, mergers, the Mint management, note inconvertibility, the 

Treasury service) only earned it the hostility of those Southern interest groups clustering around 

the two Banks. As had happened in Piedmont after 1848, these groups were now enfranchised, as 

were those championing the National Bank’s cause. Although many Southerners had a stake in 

the National Bank, this, as the only bank of issue in the North, rallied the support of Northern 

business elites. As a result, the government found itself unable to draft consistent banking 

legislation, pressed as it was by the National Bank’s supporters on the one side, and by those of 

the Southern banks on the other. 

Once again, war came to the rescue – apparently, at least. In anticipation of the Third War of 

Independence, the government succeeded in passing extraordinary legislation which declared the 

National Bank notes inconvertible legal tender across the whole country. Thanks to 

inconvertibility the National Bank grew considerably at the expense of all other banks, though 

here again political concerns had to partly safeguard also the latter’s interests by transforming 

their notes into regional legal tender. Nonetheless, the trouble caused by inconvertibility and 

growing public debt strengthened opposition against the National Bank, seen as a greedy exploiter 

of both the government and the country – a picture not unfamiliar to the historians of the Bank of 

England.2    

The conquest of Rome resulted in yet another increase in the number of banks of issue, 

which further reinforced banking pluralists. A few years later, they gained a major victory by 

passing the 1874 Banking Act, which only the worst financial crisis in Italian history was able to 

undo in 1893. 

In hindsight, however, the Italian banking system was shaped not only by wars but also by 

failed insurrections. While in 1848 Piedmont decided not to crush a constitutional uprising, as it 

had done in 1821, but instead to embark upon military expansion bolstered by the enthusiasm the 

concession of a constitution had infused, the Bourbons repeatedly granted constitutions (in 1812, 

1820, 1848, 1860), only to repeal them after quelling the insurrections. Whereas Piedmontese 

debt accumulated because of external wars and war-related investments (rearmament but partly 

also railways and industrial development), the bulk of Bourbon debt was due to the crushing of 

the 1820/1 constitutional uprisings and the Sicilian revolution together with new constitutional 

disorders on the mainland in 1848/9. The ensuing political purges resulted in a diaspora of 

Southerners willing to embrace Piedmont’s cause – like Nisco or future Finance and Trade 

Ministers Ferrara, Scialoja, and Cordova –, while the lack of a constitution did not help the 

Bourbons’ cause, neither domestically nor abroad. 

Unlike what many would presume, the absolute Bourbon monarchy was a far more reliable 

debtor than constitutional Piedmont.3 Devoid of military aspirations, the Bourbons could quietly 

service their debt by curtailing public expenses, while taxation was kept moderate so as not to 

                                                                 
2 See White, L., Free Banking in Britain: Theory, Experience, and Debate, 1800–45 (Cambridge, 1984), pp. 

58–76. 
3 Cf. Flandreau and Flores, ‘Bonds and Brands’. 
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upset its disenfranchised citizens.4 A sounder fiscal policy, however, also resulted in reduced 

incentives to foster financial development. Southern public banking continued to operate in much 

the same way as during the Restoration, while provincials, deprived of parliamentary 

representation, could not obtain local bank branches against the will of the Neapolitan merchant 

bankers clustering around the Bank of the Two Sicilies. 

The Sicilian revolution, although eventually crushed, led to the administrative division of the 

island from the mainland, including the separation of the future Bank of Sicily from that in 

Naples, a step that would fatally weaken Southern banking vis-à-vis the National Bank. Thanks to 

the separation, the National Bank was confronted with two banks working independently instead 

of a giant with 100 million reserves at a time in which the National Bank itself had but 30 million 

(Figure D.4). Worse still, by becoming autonomous the Bank of Sicily did not start discounting 

until 1859, whereas before the 1848 revolution the Neapolitan government had already planned 

the opening of two public discount houses on the island. 

Banking was certainly not a priority for the Bourbons, nonetheless they were not the 

backward despots depicted by Risorgimento propaganda. Albeit slowly, in the late 1850s they 

dusted off earlier projects of banking development, including savings banks and, more 

importantly, the creation of a nationwide network of bank branches. Garibaldi’s landing nipped 

these reforms in the bud. The long-delayed expansion of the Bank of the Two Sicilies left the field 

open to the National Bank. This could thus safely encroach on Southern territory, which terribly 

unsettled Southern banks of issue, while obviously reducing the National Bank’s will to 

compromise with incumbents with no hold on their own peripheries. Such a rivalry, in turn, not 

only complicated banking policy for the whole country, but fed Southern revanchism against the 

North and its institutions. 

In contrast to the Two Sicilies, Piedmont had been successful also in its policy of 

centralisation prior to the First War of Independence. Piedmont, Liguria, Savoy and Sardinia were 

by 1847 under a common administration, while Parliament proved a safety valve for regional 

tensions. Political consolidation fostered banking integration,5 which in turn buttressed the state, 

reinforcing ties between regional business elites and enabling it to pursue its expansionary 

policies. The startling contrast – never highlighted in the literature – between the merger of the 

Banks of Genoa and Turin in 1850 and the split of the Bank of the Two Sicilies into two separate 

entities in the same year is indeed revealing. The two Ligurian and Piedmontese banks merged to 

avoid a fratricidal strife during the monetary and fiscal crisis triggered by the First War of 

Independence, whereas the Bourbon bank broke apart, following a civil war, to accommodate the 

separatist aspirations of Sicilians, who would welcome Garibaldi with open arms ten years later. 

By 1860 a modern credit system had spread across the whole Piedmontese state, including 

Sardinia. In the Two Sicilies a gulf still divided capital cities from the provinces, while island and 

mainland no longer shared a common payment system based on the notes of one single bank of 

issue.  

In Piedmont-Sardinia, wars made markets. In the Two Sicilies, revolutions unmade them. 

                                                                 
4 See Scialoja, A., I bilanci del Regno di Napoli e degli Stati Sardi con note e confronti dal secolo XIX 

(Torino, 1858). Scialoja’s comparative analysis of the different fiscal policies of Piedmont and the Two 

Sicilies sparked a heated controversy, pitting advocates of the two countries against each other, see Del Re, 

F., Analisi dell’opuscolo ‘I bilanci del Regno di Napoli e degli Stati Sardi con note e confronti di A. 

Scialoja’ ([1858]); Magliani, A., Della condizione finanziera del Regno di Napoli (Napoli, [1858]); 

Savarese, G., Le finanze napoletane e le finanze piemontesi dal 1848 al 1860 (Napoli, 1862); Einaudi, L., 

‘Di una controversia tra Scialoja e Magliani intorno ai bilanci napoletano e sardo’, in id., Saggi bibliografici 

e storici intorno alle dottrine economiche (Roma, 1953), pp. 215‒27. 
5 Even monetary integration in the case of Sardinia, see Ch. 21. 
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2. The Government and the Banks 

The almost opposite nature of the Bourbon and Piedmontese governments after 1848 might lead 

one to presume fundamental differences also in their attitudes towards central banking (or the 

beginning of it). This presumption seems confirmed by the fact that the Bourbon ‘central bank’ 

was a governmental institution issuing deposit notes, while the National Bank was and would 

remain a private bank of issue. Moreover, they were different not only in nature but also in their 

declared aims. The Bank of the Two Sicilies was founded to act as a government cashier and 

financier, whereas the Bank of Genoa, the predecessor of the National Bank, was established to 

serve the Genoese merchant community. Yet this contrast fades away if we consider the 

circumstances under which the National Bank was formed (in a period of note inconvertibility due 

to massive lending from the Bank of Genoa to the government) and the policies pursued by the 

respective governments. In both cases, the issuing banks were promoted as a means to solve a 

severe fiscal crisis, that of the Restoration for the Bourbons and of the First War of Independence 

for the Piedmontese. 

After the Congress of Vienna, the Bourbons found themselves in a situation very similar to 

that of the Habsburgs: the Napoleonic Wars had drained the public coffers and the government 

had over-issued paper money. In both cases the solution came from the establishment of a bank of 

issue that would restore trust in monetary circulation, finance the government and support 

economic recovery. In Austria the government sponsored the establishment of a private joint-

stock company, which however it came to influence significantly over time.6 The Bourbons, by 

contrast, chose to merge the old Neapolitan banks into a governmental entity after Murat’s foiled 

attempt to found a joint-stock bank. Theirs was a remarkable success: all of a sudden the Bank of 

the Two Sicilies was able to provide the whole country with a safe means of payment (registered 

deposit certificates) which was both accepted in the state coffers and redeemable by every local 

tax receiver – an enormous advantage in a large country with very poor roads. Moreover, the fact 

that the Bank was public increased, rather than weakened, trust in its notes, since they were 

(partly) backed by state property. 

In Piedmont, the National Bank was created from the merger of two banks of issue, in Genoa 

and Turin, to strengthen them and prevent their competition in a regime of note inconvertibility, 

granted to rescue the government from default during the First War of Independence. The 

Piedmontese and the Neapolitan banks were very different in terms of governance. The private 

nature of the former significantly reinforced the ties between its Genoese and Turinese 

shareholders, creating an assertive community of interests and a strong corporate identity. In 

Naples, by contrast, not only were bankers from outside denied any power but the city bankers 

themselves had no financial stake in the Bank: they bore no responsibility as members of discount 

committees, while at the same time wielding some influence over it as its main clients. The power 

of the Finance Minister over the Bank was therefore more elusive than one may think. 

Conversely, in Piedmont the government wielded informal influence over the National Bank, 

which depended on it for legal privileges. Its soft power derived also from personal connections, 

as Cavour had directly sponsored first the establishment of the Genoese and Turinese banks and 

then their merger.   

Although as Finance Ministers, and founders of the two banks, de’ Medici and Cavour 

operated in two very different institutional regimes, throughout the 1850s Cavour to some extent 

simply tried – unsuccessfully – to replicate with a private bank what de’ Medici had achieved 

with a public one. They both needed to concentrate specie in the bank and spread notes as much 

                                                                 
6 Jobst, and Kernbauer, The Quest for Stable Money, pp. 35–63. 
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as possible, so that part of the bank’s reserves could be used to finance the government and, 

secondarily, the private sector. De’ Medici reached this goal by making the Bank the state cashier 

and its notes quasi-legal tender: they were accepted everywhere by public offices, but were only 

fiduciary money among private parties, who could then refuse them in case of overissue – a 

constraint on the government aimed at increasing trust. For the same purpose, de’ Medici and his 

successors took great care in ensuring note redemption in the provinces and in maintaining a high 

reserve ratio. Even during the 1820s crisis de’ Medici did not resort to the printing press – in any 

case the Bank’s specie reserves were too low to pay for the Austrian occupation – and thereafter 

the government decided to repay its huge debts through an austerity policy that preserved 

monetary stability. 

Like de’ Medici, Cavour patronised the National Bank as much as possible. He tried to 

entrust it with the Treasury service, so as to provide it with additional funds and spread its notes 

into the periphery, as well as to declare them legal tender. Unlike de’ Medici, however, Cavour 

was a constitutional minister and both his attempts were thwarted by Parliament, afraid of 

banking monopolies. Parliament did, however, allow the bank to massively increase its capital in 

exchange for further loans. This enhanced tremendously the might of the bank but could not 

ensure the monetary stability Cavour had wished and the Two Sicilies already enjoyed. Even 

more than in the South, banknotes should at least have been declared legal tender, otherwise they 

could not really compensate for the constant outflow of specie resulting from debt servicing 

abroad and trade deficits, all the more so in that the Piedmontese were less accustomed to notes 

than Neapolitans, the National Bank enjoyed no state guarantee and had far lower deposits. 

To make ends meet, Cavour was therefore forced to rely increasingly on foreign debt. An 

expansionary monetary policy coupled with growing foreign indebtedness could be sustained only 

in the short run and entailed a bet on the victory of Piedmont in the Risorgimento contest. By 

contrast, the Two Sicilies, whose only aim in foreign policy was to maintain the status quo, 

curtailed public debt and pursued a restrictive monetary policy (see below). In principle more 

sustainable, this policy in fact slowed down economic growth while reducing the stake of foreign 

bankers in the country’s affairs. 

After unification, the Right tried again Cavour’s recipe but was equally unsuccessful. The 

National Bank was unable to obtain the Treasury service due to the opposition of the Southern 

banks and all those who feared, as had happened before in Piedmont, the overwhelming influence 

of a Leviathan-bank on the state. The Right only ‘succeeded’ in making note inconvertibility a 

permanent feature of the Italian monetary system, which in turn increased hostility towards the 

National Bank and its power, making the Banking Question unsolvable due to the polarisation of 

interests between banking groups. As had happened in Piedmont, the National Bank thus grew 

only thanks to note inconvertibility and large capital increases (Table D.2). Nonetheless, it comes 

as no surprise that rapidly changing ministers, none of them endowed with Cavour’s personal 

power and charisma, were unable to do better than him against a much more diverse Parliament, 

much stronger banks of issue and soaring public debt. 

True to its liberal agenda, the Italian government renounced direct authority over the 

Southern banks, although only after taking generous loans in the wake of unification and, in the 

case of Sicily, as late as 1867. Banking pluralism, however, made each and every bank of issue, 

including the National Bank, dependent upon governmental and parliamentary goodwill and 

therefore willing to lend liberally to the state (and we may suppose, in the light of fin-de-siècle 

scandals, to political parties and politicians as well7). Bank independence from the government 

was therefore more apparent than real, contributing to fiscal dominance as lamented by Fratianni 

                                                                 
7 Cf. Maifreda, G., ‘Banche e società civile, 1861‒1914’, in Conte, Le banche e l’Italia, p. 43. 
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and Spinelli.8 The unintended preservation of a banking oligopoly thus perversely served the 

government’s interests. It ensured the creation of a sufficiently large bank which was however in 

fierce competition with not-so-small rivals and was therefore much more prone to finance its 

ambitious fiscal policy than an independent central bank would have been. 

3. The Pre-existence of a Financial Divide 

While the idea that unification has been a bad bargain for the South or even an instance of 

outright colonisation is becoming common currency among the general public, especially in 

southern Italy, economic historians tend to discredit this ‘black legend’, pointing to regional 

economic growth and welfare gains since 1861.9 Contrary to Southern revisionism, my research 

also suggests that the South was trailing behind in terms of financial development and that 

unification significantly improved its credit infrastructure. Nevertheless, it is important to 

highlight that before 1861 there was no North-South divide as such. Financial development was 

unusually rapid only in Piedmont during the Cavourian decade. It was only after unification and 

especially thanks to the spread of the National Bank across the Po valley that a ‘financial North’ 

came into being. Moreover, although Cavour tried to ameliorate financial conditions in Sardinia, 

within the Piedmontese kingdom itself there was a largely underdeveloped area, more akin to 

many other Southern provinces than the northern mainland. We have also to frankly acknowledge 

that we know much more about Piedmontese than Southern financial markets prior to unification, 

and this thesis, while trying to offer a more comprehensive and detailed overview of Southern 

finance, is no exception to the rule. Finally, we also need to distinguish between different times, 

between monetary and credit infrastructure, and core and peripheral areas. 

After the Restoration, it was the Kingdom of Sardinia which appeared underdeveloped 

financially speaking rather than the Two Sicilies. Its greatest asset was the annexation of Genoa, 

whose financial glory was however on the wane. By contrast, Naples was home not only to 

several merchant bank houses and maritime insurance companies, like Genoa, but also to the only 

Rothschild branch and the most powerful quasi-bank of issue in all of Italy. Thanks to the legal 

privileges it enjoyed, the Bank of the Two Sicilies accumulated large reserves and managed a 

nationwide cashless payment system which, despite working less smoothly in the provinces than 

apologists would assume while favouring the concentration of coin in Naples, was unrivalled in 

Italy, both in terms of total circulation and geographic coverage. In Tuscany, for instance, prior to 

the establishment of the Tuscan National Bank, there were several small banks of issue, whose 

notes only circulated locally. In the Kingdom of Sardinia itself the circulation of the National 

Bank and the Bank of Savoy was much lower and regionally circumscribed (see Figure C.1), 

while in Sardinia until unification the state of paper circulation was appalling. In contrast, the 

payment system of the Two Sicilies was outstanding even for European standards.   

Yet its credit system was hardly so efficient. As a public, privileged institution the Bank of 

the Two Sicilies, unlike the National Bank, did not face competition and had no shareholders 

interested in founding new banks relying on it for refinancing. Neither did it need a branch 

network, since its notes were already exchanged by every local tax receiver. While under the 

pressure of requests from the provinces the government did eventually promote the establishment 

                                                                 
8 Fratianni and Spinelli, Storia monetaria, pp. 13–4. 
9 E.g. Ciccarelli and Fenoaltea, ‘Through the Magnifying Glass’; Federico, G., Nuvolari, A. and Vasta, M., 

‘The Origins of the Italian Regional Divide: Evidence from Real Wages, 1861–1913’, Quaderni del 

Dipartimento di Economia Politica e Statistica dell’Università di Siena, 748 (2017); Vecchi, In ricchezza e 

in povertà. 
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of a few branches, the Bank was lukewarm if not outright discouraging. How do we explain this? 

Either the Bank was right and there really was little business to do in the provinces, which would 

undermine revisionist theses of Southern prosperity, or it acted as a mouthpiece of its main 

clients, the Neapolitan merchant bankers who, by enjoying privileged access to the Bank’s cheap 

credit and managing both trade and credit flows nationwide (also through the mismanagement of 

the Naples commodity exchange), certainly did not appreciate financial upgrading outside the 

capital. This latter option seems more credible, if we consider the credit boom in Southern towns 

once they obtained a National Bank branch (see below). Given the South’s large coin circulation 

and the trust enjoyed by public banking, branches of the Bank of the Two Sicilies would have 

rapidly accumulated deposits, deposits which they could have used to finance the local economy. 

Yet in the South, or in Sicily at least, a branch alone was not enough to obtain credit. Despite their 

huge deposits – the highest in Italy in per-capita terms (cf. Figure D.5) – the discount houses of 

Palermo and Messina started to lend ludicrously little with a ten-year delay. The government 

deserves blame for this, but so do Sicilian capitalists, who left their money idle in the Bank 

instead of investing it. 

The lack of a branch network, however, did disadvantage the provinces as regards not only 

credit but also cashless payments, reinforcing their financial dependence on Naples: without a 

branch, in fact, notes could not be issued locally from local deposits but had to be acquired either 

directly or indirectly from Naples through trade.  

The National Bank was also initially torn between its wish to spread its notes across the 

whole country and its desire to centralise financial activities in Genoa and Turin, thus sparing 

costs and preserving the local banking oligopoly of its main shareholders. Nevertheless, devoid of 

legal privileges and pushed by Cavour, who was keener on financial development than the 

Bourbons and as a constitutional minister was also more eager to please provincial voters, the 

National Bank had eventually to open branches as the only means by which to spread its notes 

and discourage future competitors. The beginnings were inauspicious: branches were often 

mismanaged and prone to clientelism or could even serve as a conduit for specie exports. On the 

eve of unification, branches had burdened the bank with liabilities. But they had also taught it a 

lesson about the importance of supervision and centralisation. In unified Italy, the National Bank 

continued to open branches as the only way to widen its circulation and pre-empt local markets, 

but always kept a tight rein on them. 

Credit development in the provinces also highlights the crucial difference between a bank of 

issue, like the National Bank, and public deposit banks. With very low sight deposits, the National 

Bank had to lend in order to put its notes into circulation. If it did not lend, its shareholders, who 

had provided the initial capital, would not make any profit. The Southern banks, by contrast, 

issued notes against unremunerated deposits. Clients provided the cash for free against the benefit 

of ledger money and the Banks only needed to ensure convertibility. Lending was optional – apart 

from what was needed to cover operating costs – and, strictly speaking, against the interest of 

depositors, who, unlike shareholders, did not want to make profits but only keep their money safe.  

To argue that the Two Sicilies were more prosperous than Piedmont-Sardinia simply because 

they had much more cash, as is often done, is futile. Thanks to a more efficient use of what little it 

had, Piedmont eventually managed to conquer an entire country. As a counterfactual, if we take 

the total reserves of the Southern banks during the Bourbon period and apply a one-third reserve 

ratio, often used by other banks of issue – a ratio which was certainly conservative enough for the 

privileged and widely-trusted banks they were –, we see that note circulation in the South was 

potentially much larger and, therefore, actual Bourbon monetary policy rather restrictive (Figures 

D.9.a, b, c and D.10.a, b, c). This ‘credit gap’ – calculated as the difference between actual and 
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potential note issue – gives an idea of the amount of extra resources that could have been invested 

in the economy through a more efficient banking system. 

In the South it also proved impossible to found large credit institutions like crédit mobiliers, 

an initiative which would have required more openness from the Crown towards both foreign 

finance and large infrastructural projects, two conditions Cavour’s Piedmont already amply 

fulfilled. In the South there were almost no savings banks, unlike in the rest of Italy and other 

countries which were not yet at the forefront of financial development, like Austria and 

Germany.10 Furthermore, in southern Italy capital flows were mostly tied to agriculture. Credit 

undersupply and speculations on the commodity exchange in Naples were both used by merchant 

bankers more as a means of exploiting farmers than of merely enriching themselves financially. 

By contrast, in Piedmont speculation during the Cavourian decade was mainly tied to industrial 

investment, when it was not pure gambling on shares and public debt securities. What Piedmont 

and the South had in common, however, is that they both lacked modern institutions to finance 

agriculture. The existence of grain mounts (or corn banks) in the South was little consolation, as 

they just provided subsistence credit and were often mismanaged, as was also the case in Sardinia.  

The case of Sardinia, though regrettably understudied, provides the opportunity for an 

illuminating comparison between Bourbon and Piedmontese policies, as the island was bedevilled 

by many of the same problems besetting the South’s poorest regions. Despite its activism, the 

Piedmontese government was unable – and maybe to a certain extent also unwilling – to promote 

a programme of banking development tailored to regional needs, subordinating Sardinian to 

mainland interests and privileging a top-down approach. It is thus not surprising that both the pre-

existing economic backwardness of the island and the opportunistic behaviour of outside 

investors, coupled with a lack of leadership on the part of Sardinian elites, delayed the resolution 

of Piedmont’s own ‘Southern Financial Question’. Yet, if Piedmont failed in this task, it did at 

least succeed in fostering financial development in the rest of the country. The Bourbons, by 

contrast, proved unable not only to successfully intervene in the poorest areas11 ‒ a failure for 

which they cannot be blamed in all fairness, given the scale of the challenge ‒ but also to bring 

about any major breakthrough in the richest regions. The grotesque result was that Cagliari could 

boast a modern bank branch before towns with arguably larger market potential like Palermo, 

Messina, Catania or even Bari, while credit development was stifled in Naples itself.             

Before unification the South was certainly richer in monetary terms but, contenting itself 

with slow growth and fiscal virtue, had been utterly unsuccessful in fostering credit development. 

Only shortly before the country’s collapse had the Bourbons begun to promote substantial 

banking improvements. In Piedmont, on the other hand, credit development had been if anything 

too quick, fuelling reckless speculation. As a result, on the eve of unification, a clear credit divide 

already existed between the two countries. However, had Piedmont failed in 1859/60 as it had ten 

years before, it might have faced sovereign default, or would have had to embark on painful 

austerity programmes like those of the Two Sicilies. In contrast, the South, which by the late 

1850s finally seemed ready for an economic take-off, most probably would have improved its 

own credit institutions, whether sooner or later. Whatever their prior divide, unification suddenly 

changed the rules of the game. Yet this was no Northern conspiracy. If Piedmont did succeed in 

its gamble, this was not only thanks to a large dose of luck and the support of the French army but 

also because its financial policies, however daring or flawed, were able to sustain its 

                                                                 
10 Which however were already experimenting with joint-stock banking and credit cooperatives. See Pohl, 

M. and Freitag, S., eds., Handbook on the History of European Banks (Aldershot, 1994). 
11  Apart from promotion of the same charitable or semi-charitable institutions which had existed for 

centuries in Sardinia. 
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developmental and military efforts in the absence of sufficient resources and, through debt and 

concessions, entangle foreign finance in its net. 

With some caveats, therefore, we can indeed speak of a pre-existing financial divide. To 

what extent, then, did unification benefit the Southern financial system? 

4. Monetary Unification 

The path to monetary integration in Italy was arguably less smooth than in Germany, while its 

burden fell disproportionately on the South. Unlike in Germany, where integration had been 

promoted through three coinage treaties pre-dating unification – Munich (1837), Dresden (1838), 

and Vienna (1857) –, in Italy a common currency was introduced forthwith without any preceding 

agreement. During 1848 various revolutionary governments, including the one in Sicily, had tried 

to launch a common currency but independently from one another: theirs were consequently little 

more than patriotic exploits soon forgotten after the crushing of the insurrections. Only after 

Piedmont’s military conquest could the lira be extended to the whole country. The choice of the 

bimetallic lira was an obvious one: it evoked the partial unity achieved by Italy under Napoleonic 

rule, was equivalent to the currency of France, main ally and trade partner of the new nation, and, 

last but not least, was the currency of the victorious power. From this point of view, apart from 

the tiny Duchy of Parma and Piacenza, whose system was also based on the lira, all other Italian 

states were equally disadvantaged compared to Piedmont in the process of integration. The scale 

of the problems differed, however, since the South had a coin circulation 2 to 25 times larger than 

that of any other state and per-capita circulation was larger as well (Figure C.1). The amount of 

currency to withdraw in the South was such that on the eve of note inconvertibility in 1866 the 

replacement of the old currency had just begun, while it was almost completed everywhere else. 

Moreover, the South had to switch from a de facto duodecimal to a decimal system, from a 

silver to a bimetallic standard, and from copper to bronze as minor coins in circumstances far 

more dramatic than in the rest of the country. The fall of the Bourbon regime and the ensuing civil 

war had resulted in capital flight and hoarding, while not until the Third War of Independence did 

it become clear that the legitimist cause, and with it that of the ducat, was entirely hopeless. The 

two sets of temporary governments ruling respectively the mainland and Sicily in the first years 

brought further monetary disruptions within a previously integrated system. As if that were not 

enough, things were complicated by national and international specie arbitrage, which in the wake 

of unification divided the country between a gold area in the North and a silver one in the South.  

The government and the National Bank, which was entrusted with recoinage, were also not 

entirely up to the daunting task of replacing the ducat and made numerous mistakes – like 

flooding the region with petty bronze coins – which fuelled speculation while hitting the poor 

particularly hard. Nonetheless, the seriousness of these mistakes pales in comparison to the 

decision to abandon convertibility, which resulted in a sudden halt in monetary conversion, 

hoarding of even petty cash, exports of new lire instead of old ducats within the framework of the 

Latin Monetary Union, and the issue of small notes of particularly poor quality. 

Even more fundamentally, recent research has claimed that monetary unification might have 

disadvantaged the South in the long run, thus widening the North-South divide.12 Unlike the 

German states, Piedmont and the Two Sicilies did not constitute an optimal currency area. The 

adoption of a common currency, this literature suggests, encouraged regional specialisation, 

pushing the South towards agriculture, and resulted in a regionally sub-optimal monetary policy 

during the international agrarian crisis of the late nineteenth century.   
                                                                 
12 Foreman-Peck, ‘Italian Monetary Unification’; Vicquéry, ‘Optimum Currency Areas’. 



308 

 

Every cloud has a silver lining, however. Monetary unification enabled the South to become 

an integral part of a wider, national market, further integrated at European level by Italy’s 

participation in the Latin Monetary Union since 1865. Such an advantage did not go unnoticed by 

contemporaries, like Nisco, who, though admitting the many shortcomings of the actual recoinage 

process, saw in monetary unification both a mainstay of nation-building and a business 

opportunity. 

The variety of different coins which could be encountered from Capo dell’Armi13 to the Alps 

– he recalled in 1864 – has long kept us more strange to one another than to actual foreigners 

… Today, by contrast, all Italy has become the natural market of its own productions, and 

prices have equalised with very great benefit to producers and consumers alike … also 

because the Sicilian, the Calabrian, the Apulian, the Tuscan, the Piedmontese, the Lombard 

have a common and generally accepted means to carry on their trades.14 

Moreover, the establishment of the National Bank in the South also introduced a new means of 

payment alongside traditional deposit notes in the shape of banknotes, an innovation soon 

imitated by the Southern banks with the issue of their own bearer notes. Admittedly, however, the 

advantages of a larger market and new means of payment were unevenly distributed across the 

population, so that it was the wealthy and the business community who benefitted the most, 

especially in the South where in many areas monetisation was still low.15 When the innovation of 

bearer notes was imposed on the lower classes along with note inconvertibility, they found 

themselves left holding a handful of dirty, low-quality, sometimes forged notes of the lowest 

denomination, as well as scripts printed by informal issuers, in what had become a monetary Wild 

West in the years before the 1874 reform. 

5. Credit Development: A Financial Revolution 

The lower classes also benefitted the least from credit innovation, which saw the development 

first of banks of issue, targeting a very selective clientele, followed by discount banks and banks 

for industrial investment, rather than more humble establishments or institutions more suited to 

the needs of a largely agricultural country.16 This notwithstanding, credit integration was probably 

one of the greatest contributions of the Italian state to the Southern economy. The literature either 

completely ignores the issue of financial development in the post-unification South, privileging 

the study of the real economy, or exclusively concentrates on the histories of the Southern banks. 

The latter is a highly distorting perspective because it implicitly equates the economic interests 

and destinies of the Southern regions to those of their old banks, forgetting the contribution, first 

and foremost, of the National Bank. Espousing such a view implies that whenever the Banks of 

Naples or Sicily were discriminated against or lost ground, the whole South suffered with them, 

                                                                 
13 A promontory in the province of Reggio Calabria. 
14 ‘Relazione circa i mezzi per la conversione delle monete’, in Atti Cons. Gen., 1864, p. 125. 
15 The other side of the coin is of course the fact that areas of low monetisation were also more insulated 

from monetary tensions.  
16 A temporary side-effect of credit modernisation coupled with the uncertainty brought about by note 

inconvertibility was the establishment in the South of the so-called ‘usury banks’ (banche-usura), which 

were Ponzi-schemes mostly targeting small savers. See Marmo, M., ‘La strana forma del credito: cultura 

urbana e autorità liberale nella vicenda delle banche-usura’, in P. Macry and A. Massafra, eds., Fra storia e 

storiografia: scritti in onore di Pasquale Villani (Bologna, 1994), pp. 789–808; Moricola, G., ‘Usurai, 

prestatori, banchieri: aspetti delle relazioni creditizie in Campania durante l’Ottocento’, in P. Macry and P. 

Villani, eds., Storia d’Italia: le regioni italiane dall’Unità a oggi, 9: La Campania (Torino, 1990), pp. 643–

6. On agricultural credit, see Muzzioli, G., ‘Il credito agrario’, in P. Bevilacqua, ed., Storia dell’agricoltura 

italiana in età contemporanea, 3: Mercati e istituzioni (Venezia, 1991), pp. 253‒94. 
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while the National Bank appears in the background as a threatening foreign power whose aim was 

simply to eradicate local banking and siphon savings off the South through its branch network in 

order to finance industrial growth in the North. 

Such a picture stems from the indiscriminate use of sources produced by the Southern banks 

themselves, which were no less adroit than their Northern counterpart in putting to good use the 

press, and from the lack of any quantitative analysis. The overall development of the financial 

industry in the South in the second half of the nineteenth century is still largely a scholarly terra 

incognita. However, just looking at the workings of the three banks of issue operating in the 

region – at a time in which issuing banks were still the main credit providers – is already enough 

to dispel some myths. 

TABLE E.1. Average annual growth rate of per-capita lending of the head offices and branches of 

the National Bank and total years of activity, 1861–74. Note: Growth rates are calculated from the 

second year of activity onwards. Population data are interpolated on the basis of census figures in 

1861, 1871 and 1881. South* excludes Sardinia. Source: Own elaboration based on ASBI, 

Raccolte diverse, BNRI: RA; MAIC, Statistica d’Italia: popolazione (Firenze, 1866); id., 

Popolazione: censimento 31 dicembre 1871 (Roma, 1875); id., Censimento della popolazione del 

Regno d’Italia al 31 dicembre 1881: relazione generale e confronti internazionali (Roma, 1885). 

                      

Branch Growth Years   Branch Growth Years   Branch Growth Years 

Bari 33.7 11 
 

Foggia 22.5 10 
 

Potenza 119.0 3 

Palermo 32.1 13 
 

Cosenza 22.4 8 
 

Campobasso 69.2 4 

Chieti 29.5 11 
 

Lecce 19.5 10 
 

Caserta 15.8 5 

Catania 21.4 12 
 

Avellino 16.8 7 
 

Benevento 10.2 5 

Reggio 

Calabria 
19.6 12 

 
Agrigento  15.5 8 

    

Naples 13.6 13 
 

Aquila 15.4 10 
    

Messina 10.1 13 
 

Salerno 15.3 8 
    

    
Teramo 13.2 8 

    

    
Catanzaro 12.6 10 

    

    
Trapani 11.9 8 

    

    
Caltanissetta 10.9 8 

    

    
Syracuse 4.3 9 

    

           
North 4.9 15 

 
North 18.7 8 

 
North 145.1 4 

Centre 10.0 13 

 

Centre 15.3 9 
 

Centre 51.5 3 

South* 22.8 12 
 

South* 15.0 9 
 

South* 53.6 4 

Sardinia 9.5 15   Sardinia - -   Sardinia - - 

           First, the expansion of the National Bank was a blessing for the Southern provinces, a true 

democratisation of credit. While it is impossible to estimate their past ‘credit hunger’ under the 

Bourbons, the business boom of the National Bank branches in the South clearly demonstrates 

that they had a sizable market potential (even more so if one accepts the contentious revisionist 

claim that the Southern economy suffered from unification). Table E.1 provides the average 

annual growth rate of lending per capita at branch level since 1861, grouping branches by years of 

existence since growth rates tend to be higher at the beginning due to the low initial business 

volume. Obviously, the more meaningful figures are those of the oldest branches, because the 

growth spurt of the first years is diluted and because data are very close to the pre-unification 

period. Among all Italian branches operating for more than ten years, those in the South grew the 

most. For branches with ten or less years of activity, growth rates in the South are still substantial, 
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though growth is very high in the North as well due to the annexation of Venetia, a region where 

previously there was only one small note-issuing bank. As Figure D.13 shows, in the 1860s Sicily 

was almost entirely dependent on the National Bank for credit, while the latter also lent 

substantially on the Southern mainland. It is therefore unclear why the South, or even Naples, 

should have been disadvantaged by the entrance into the market of an additional player. If 

banking competition was beneficial, as Southern banks claimed to legitimate their own survival, 

why should it have been detrimental only in the South? 

The regional coverage offered by the National Bank was truly outstanding: by 1874 it was 

already managing 67 offices, in comparison to the only 24 operating in an empire like Austria-

Hungary that was more than twice Italy’s size and one and a half times its population, or the 14 of 

the Bank of Spain, the 68 of the Bank of France (though this number passed to 90 in 1879) and 

the 9 of the Bank of England, all central banks of far larger countries than Italy save for Britain.17 

Branches were fairly distributed across regions. In the South, the National Bank opened 23 

branches between 1860 and 1874, equal to one third of the total (Table E.2). Population density 

per branch was slightly lower in the North, although there the National Bank was the only bank of 

issue and economic and financial activities were already more developed (cf. Table D.4). 

Moreover, if taken separately, Sicily was even better off than the North as a whole in 1871, when 

the Bank of Sicily was about to start building its own branch network. 

TABLE E.2. Head offices and branches of the National Bank per region and population. Note: 

South* excludes Sardinia. Source: Own elaboration based on ASBI, Raccolte diverse, BNRI: RA; 

Felice, E., ‘The Roots of a Dual Equilibrium: GDP, Productivity and Structural Change in the 

Italian Regions in the Long-Run, 1871–2011’, Quaderni di storia economica della Banca d’Italia, 

40 (2017). 

                            

Region 1871 
 

1881 
 

1891 
 

1871 1881 1891 

    Number % 
 

Number % 
 

Number % 
 

Population per branch 

(thous) 

North 32 48 
 

34 48 
 

36 44 
 

374 372 373 

Centre 9 14 
 

11 15 
 

16 20 
 

494 420 314 

South*  23 35 
 

24 34 
 

27 33 
 

424 438 415 

 
mainland  16 24 

 
17 24 

 
20 25 

 
448 446 399 

 
Sicily 7 11 

 
7 10 

 
7 9 

 
369 418 459 

Sardinia 2 3 
 

2 3 
 

2 2 
 

318 341 367 

Italy 66 100 
 

71 100 
 

81 100 
 

406 401 375 

 

Second, the National Bank did not discriminate against the South despite the fact that the total 

amount of credit available to each branch was assigned by the headquarters. If we compare local 

lending to GDP in the first year for which we have reliable estimates (1871), Southern branches 

did in fact lend less. However, this was likely due to the predominance of agriculture in the South, 

a predominance national integration only reinforced. A better denominator would be value added 

for trade- and finance-related services.18 Unfortunately, there are no reliable statistics on this, nor 

                                                                 
17 Spain had of course a larger area but, unlike the other nations, a smaller population than Italy. 
18 Even considering that in agricultural regions an issuing bank would tend to irregularly lend long-term to 

landowners (see Chs. 20 and 36), lending by the National Bank should be positively correlated with the size 

of the local financial, wholesale and, partly, industrial sector. 
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can we use another proxy like census data on employment in banking and finance at provincial 

level, where the figures are highly suspect, nor the number and size of joint-stock companies, 

because in most provinces where the National Bank operated no company was recorded. 

Moreover, at that time each town had its own mixture of companies and individual operators 

which was still loosely linked to its business volume, thus making data on companies a poor 

choice as denominator.19 Taking the only sensible alternative, namely industrial GDP, we see that 

the National Bank was investing significantly in the Southern economy. From Figure E.1 the 

South even appears privileged when compared to the North, but this is probably the result of its 

lower overall number of credit institutions and its less diversified credit system (cf. Table D.4), 

which encouraged Southern entrepreneurs to turn to the banks of issue for credit. In other words, 

for the same level of industrial activity the National Bank was providing more credit to the 

regions with a weaker financial system. 

 

 

FIGURE E.1. Ratio between total credit supply by the National Bank and total and sectoral GDP in 

1871. Source: see Table E.2. 

These data alone cannot of course tell us how much credit Southern entrepreneurs were receiving 

from the whole banking system compared to other Italians, nor whether ten years after unification 

the South’s lower industrial output was partly the result of still-insufficient credit provision at an 

aggregate level.20 What these figures do suggest, however, is that the National Bank was not 

pursuing a discriminatory policy at the expense of the South, but, conversely, that it significantly 

                                                                 
19 Battiliani, P., Felice, E. and Zamagni, V., ‘Il valore aggiunto dei servizi, 1861‒1951: la nuova serie a 

prezzi correnti e prime interpretazioni’, Quaderni di storia economica della Banca d’Italia, 33 (2014) do 

provide sub-sectoral estimates of value added in the service sector but only at national level. 
20  Although still not representative of the whole banking system, Tab. D.4 highlights the structural 

weakness of the Southern credit market.   
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contributed to financing Southern businesses. This impression is further reinforced if we consider 

the ratio of lending to GDP in industry and services. This is arguably a worse indicator, since 

services represent an omnium gatherum of activities, many of which have nothing to do with trade 

and business borrowing. It shows, however, that although the South as a whole was still slightly 

disadvantaged compared to the North, when we look at single regions no pattern of systematic 

‘discrimination’ based on geography emerges: Calabria, Sicily and Apulia received more credit 

than Lombardy, Piedmont or Venetia. 

Third, there is no evidence that the National Bank exploited its branch network to channel 

Southern savings to the North, despite the claims often made. We can only state that the National 

Bank was using part of the Southern savings for its Northern clients if in the South it was 

collecting more money than it was giving back through credit. Even if this were the case, such 

behaviour might have resulted from better investment opportunities in the North rather than overt 

discrimination. Since there is no comprehensive data about regional deposits, it is impossible to 

provide a definitive answer to this question.21 However, available evidence lends scant support to 

the revisionists’ claim. In 1867, the only year for which detailed figures on interest-bearing 

deposits are available, for every lira of sight and interest-bearing deposits, Naples, Palermo and 

Milan were getting respectively 5.4, 5.6 and 5.5 lire in discounts and advances. Instead, when 

taken as a whole, Southern branches, where deposits were much lower, provided credit for 12 lire 

for every 1 lira of interest-bearing deposits. 

 

 

FIGURE E.2. Regional loan-to-capital ratios of the National Bank. Note: Total annual lending at 

regional level is divided by total paid-in capital of regional investors. Source: Own elaboration 

based on ASBI, Raccolte diverse, BNRI: RA; De Mattia, R., Storia del capitale della Banca 

d’Italia e degli istituti predecessori, 2 (Roma, 1978), Tab. 1. 

The National Bank obviously worked not only with deposits but also with its own capital. If 

we look at equity figures, for every lira they invested in the bank’s capital, Southerners received 

much more credit than Northerners (Figure E.2). If we sum capital and liabilities in the form of 

                                                                 
21 In the South the National Bank had offered interest-bearing accounts since 1862, akin to sight deposits 

though requiring a few-day notice for very large withdrawals. In the North, such a facility was provided 

only to the wealthy Lombard Savings Bank (CARIPLO). See Ch. 30. 
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deposits, in 1867 the South was slightly disadvantaged compared to the North but not if compared 

to Lombardy or Venetia on their own. For every lira the National Bank raised in the South, either 

as equity or deposits, it supplied credit for 5.2 lire, while in the North for 5.8 lire. In Liguria and 

Piedmont the ratio increased to 6.5 and 7.8 lire respectively, but in Lombardy it decreased to 5, 

while in Venetia – just annexed in 1866 – it was as low as 1.7. As a rule of thumb and contrary to 

revisionist conjectures, therefore, both North and South in aggregate could borrow in proportion 

to the money lent to or invested in the National Bank.  

Interestingly enough, this conclusion tallies with that of Gini – the statistician who developed 

the homonymous inequality index – as regards fiscal flows. In fact, countering Nitti’s claim that 

Southern taxes were mostly invested in the North, he came to the conclusion that, although 

available data did not suffice for a ‘precise comparison’ of regional benefits and burdens, 

however imperfect, they do not even provide prima facie evidence in favour of the opinion 

that, for the Northern regions, benefits outweigh burdens; and rather provide some evidence 

to suspect the contrary.22 

Fourth, National Bank branches were not ‘foreign’ institutions, managed as they were mostly by 

Southerners themselves, who could decide how much to lend to whom. Branch directors could 

come from outside – which, incidentally, might have been very useful to fight clientelism – but 

regents and members of the discount committees were locals. Before the issue of new shares for 

Southern investors, the National Bank went so far as to violate its own bylaws in order to be able 

to form local branch boards, as Southerner administrators were generally unwilling to deposit the 

required number of shares. The National Bank had to fight particularly hard with the wealthy 

Palermitans, who did not even acknowledge the headquarters’ prerogatives in personnel matters. 

Then, once the new shares were issued in 1865, Southern investors, however proud of the past 

glories of their deposit banks, flocked to the National Bank offices: in just one day they 

subscribed for 39,296 shares against an issue of 12,500.23 

Despite the initial distrust towards a ‘foreign’ bank and its notes, therefore, we should not 

speak of an annihilation of the Southern credit system after unification, but rather of a financial 

revolution. The bitter competition between the National Bank and the Southern banks actually 

induced the latter to dramatically improve their business style. Unfortunately, credit conditions in 

the South remained precarious due to a host of other factors. Credit to the main sector, agriculture, 

was still insufficient. Burgeoning public debt offering high yields and massive sales of state and 

church property only reinforced the Southerners’ traditional habit of investing overwhelmingly in 

land and public debt. Illiteracy, poor roads and a bad judicial system discouraged people from 

entrusting banks with their life’s savings. Profiting from usury long remained far more lucrative 

than simply opening banks, as was also the case in Sardinia. Finally, precisely because of a 

parliamentary system with a narrow franchise, the government, which needed the votes of 

Southern landowners and wealthy businessmen, had to be lenient towards financial malpractices, 

including those of the Banks of Naples and Sicily. 

While almost every single government policy in the South has been harshly criticised since 

unification (from trade and taxation to infrastructure, from military service to education), credit 

development, despite all its flaws – many inherited from the past –, has been one of the greatest 

achievements of the Italian government in the South, although in some respects it resulted from a 

process of ‘passive modernisation’ spurred from the outside.24   

                                                                 
22 Gini, C., L’ammontare e la composizione della ricchezza delle nazioni (Torino, 1914), p. 277; Nitti, Nord e Sud. 
23 Inchiesta, 1, p. 12.   
24 See Ch. 30. 



314 

 

It is therefore crucial to distinguish between the fate of the Banks of Naples and Sicily and 

that of the South as a whole. Nevertheless, even their losing ground to the National Bank cannot 

be attributed to a sort of political persecution, as their managers were only too ready to claim. The 

Italian government had very good reasons for relying on the National Bank, which was a loyal, 

powerful, well-oiled machine with greater experience than any other Italian bank in dealing with 

note inconvertibility and managing a branch network. 25  Incidentally, the government had no 

interest in provoking the hostility of the National Bank’s shareholders, whose money had served 

the Italian cause so powerfully. 

More fundamentally, the National Bank was a modern bank of issue comparable to the Bank 

of England or France, while the Southern banks were not and needed several reforms, from 

governance to branching, from accounting to business practices. The latter’s downturn was thus 

largely the result of comparative disadvantages inherited from the Bourbon period. The only 

activity in which the Bank of Naples was certainly more experienced than the National Bank was 

minting, but, while entrusting the latter with the national mints complicated recoinage in the 

South, it was a reasonable choice from the government’s point of view, which, preferring the 

National Bank for the above-mentioned reasons, needed to bolster it as much as possible, 

especially in terms of reserves.  

If the Southern banks lost their pre-eminence, Southern elites gained almost full control over 

them. Representatives of the Southern public administrations and business associations in the 

Banks’ boards were privileged when compared to the National Bank’s management and 

shareholders, both in terms of governance and personal responsibilities. As managers of non-

profit institutions, they were less subject to market discipline and at the same time also less 

strictly controlled by their elective bodies. Since Cavour’s times the government had had a hard 

time trying to moralise the National Bank, and the same happened now with the Southern banks. 

Due to political reasons, it was ready to turn a blind eye to their mismanagement – which was 

good for the Banks but very bad for the Southern economy. 

The Italian government also proved less predatory than popular revisionists would like to 

believe. To be sure, in the aftermath of unification the Bank of Naples, subject as it was to bank 

runs, was put under severe strain by its forced loans to the government. But in Sicily those loans, 

however large, were a moderate share of total deposits, which the Bank had until then hoarded 

instead of investing and which the precarious Italian government had to safeguard, lest it incurred 

the wrath of the Sicilian moneyed class. Even the spectacular fall in the total reserves of the Bank 

of Naples in 1860 cannot be simply ascribed to requisitions by the garibaldini: in fact, to a large 

extent it resulted from withdrawals by private clients and the Bourbon Treasury preceding, not 

following, military conquest.  

Finally, the Italian government cannot be entirely blamed for not founding a pan-Italian bank 

ensuring fair representation of all regional interests on its board. Creating a new, public bank of 

issue was not a viable solution due to the opposition of the banking world and all those who 

feared sovereign default, including foreign investors. Neither was creating a totally new joint-

stock bank, simply because in those years the government lived in a constant state of emergency 

and it was much easier to rely on what was already at hand: even the merger of the National and 

Tuscan National Bank proved too difficult to achieve. Furthermore, although this had been 

proposed, the Southern banks could not have been easily incorporated into a joint-stock bank. 

Their shares would have been attributed to local administrations, which would not only have 

introduced a peculiar asymmetry between Northern and Southern shareholders but also possibly 

implied a degree of public control by the local government higher than that of the central one. Not 

                                                                 
25 The branch network of the Tuscan National Bank, for instance, was created only in 1859. 
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to mention that interference from local administrations could turn disastrous, as the case of the 

Bank of Sicily would amply demonstrate well into the twentieth century.26  

At most it can be argued – and this is no minor point – that the National Bank could have 

issued more shares for the Southern market and/or increased the number of Southern head offices 

(cf. Table D.3 and Figures 14.a, b). There was an actual power imbalance within the National 

Bank, since the South had only six representatives on the Superior Council (Naples and Palermo) 

against the twelve of the North (Genoa, Turin, Milan, Venice) and the three of Florence. While 

this partly resulted from the history of mergers and takeovers of the National Bank and of banking 

development in the South, a re-balancing might have been fairer, also considering that until 1893 

the bank’s headquarters were – again for historical and political reasons – located in the north, in 

Florence. At any rate, albeit on a much smaller scale, the Southern banks themselves carefully 

preserved an unbalanced representation of provincial interests within their own boards. 

6. Imagined Communities 

To conclude, this study also fundamentally questions the notion of Southern elites and Southern 

banks as regional champions, which is the bedrock of revisionist literature. First, Southern elites 

were far from being a compact group united against a common Northern enemy. Southern 

politicians held prestigious positions within the Italian government and they were often the ones 

who advocated drastic measures against the Southern banks ‒ from Cordova and Manna, who 

tried to reduce them to mere mounts of piety, to Scialoja and Nisco, who discouraged the 

establishment of local joint-stock banks of issue in 1860/1, although Nisco soon turned into a 

fervent advocate of the Bank of Naples once he sat on its board (only to denigrate it once more 

after he was ousted). 

Indeed, far from fighting the National Bank, many of the most influential Southern 

businessmen welcomed it – that is, as soon as they were offered a seat on one of its boards with 

attractive conditions. For this reason, the National Bank cannot be seen as a foreign power 

detached from the local economy. As mentioned earlier, its branches were managed by 

Southerners, who could either administer them to the advantage of the regional economy or 

mismanage them to their own, as they often did. The eagerness with which they rushed to buy the 

shares the National Bank issued in 1865 for the Southern market was hardly a sign of widespread 

distrust towards the Piedmontese institution. At the same time, the relative preference that 

Southerners seemed to accord to the notes of their Banks until 1866, despite their increasing 

recourse to the National Bank for credit, shows that they discriminated pragmatically between the 

different services offered by the three banks of issue operating on their territory. Their agnostic 

attitude is further confirmed by the requests of provincial towns to obtain a branch from no matter 

which bank, and possibly one from each. 

Although more research on this issue is needed, the attitudes of Southern elites seem to 

display remarkable differences across regions. While in the provinces there was no question of 

loyalty towards this or that bank, as there was no bank at all, Neapolitans were probably more 

hostile than Sicilians to the National Bank – quite understandably indeed, as the Bank of Sicily 

had done little to benefit the island under the Bourbon regime. Therefore, despite the vast 

resources they commanded – if we take as a proxy the per-capita size of the Bank of Sicily 

(Figures D.5 and D.7) –, they acquiesced to the new banking policy more gracefully than 

Neapolitans did. 

                                                                 
26 See Asso, Banco di Sicilia. 
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Second, Southern business elites often appear to have championed their own interests rather 

than those of the South as a whole. In this context, the alleged hostility of the central government 

was sometimes just a useful smokescreen to divert attention from their ‘peccadillos’ and shift the 

blame towards outsiders, or simply to boost their personal prestige as the South’s patrons in the 

national arena. Their testimonies need to be taken with a grain of salt, as they did not refrain from 

reinventing the past – such as when the Bank of Naples presented itself as a ‘hostage’ to Bourbon 

tyranny – or misrepresent the present – typically by posing as hapless victims of the Italian 

government – whenever it suited them. 

A colonial narrative pitting North against South is also inherently biased as it overlooks the 

political leverage of Southern elites at local as well as national level. They were empowered by a 

constitutional government, and if on the one hand this meant that they had to compete nationally 

for power with other regional groups, on the other it gave them the possibility to influence 

national politics beyond regional borders. This is also true in the case of banking. Not only did 

Southern elites assume full control of the local Banks, but they were able to force the government 

to abandon its previous policy aiming at the establishment of a monopolistic central bank, with 

fateful consequences for the whole country. Overemphasising the relative weakness of the South, 

or even victimising it altogether, as well as underlining passive resistance rather than the 

proactive stance of its (often divided) elites, ultimately denies agency to Southerners themselves 

and fails to acknowledge the other side of the coin – the fractured identity of the state, responding 

to multiple and contradictory stimuli, and its constant need to compromise. 

Financial history thus confirms many of the same insights about the inescapable complexity 

of the Southern Question which emerge from a political, social and cultural point of view.27  The 

Southern Financial Question was a real phenomenon, with many facets, not all of them 

necessarily detrimental to the South. However, the challenging integration of the South within the 

new nation and the business competition between the Southern banks of issue and the future Bank 

of Italy gave rise to contrasting – though not disinterested – narratives which in turn shaped 

collective imagination and are still widely in currency today. 

 

  

                                                                 
27 For a critical review of the literature on the Southern Question, see Riall, L., ‘Which Road to the South? 

Revisionists Revisit the Mezzogiorno’, Journal of Modern Italian Studies, 5, 1 (2000), pp. 89‒100. 
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Appendix A 

Population 

TABLE A.1. Total population, by historical region, 1816–71. Note: Savoy and Nice included 

before 1861. Source: Own elaboration based on MAIC, Censimento della popolazione del Regno 

d’Italia al 31 dicembre 1881: relazione generale e confronti internazionali (Roma, 1885), pp. 58–

9; Regno di Sardegna, Censimento della popolazione per l’anno 1848, 1 (Torino, 1852), p. 103.   

                      

Region 
 

millions of inhabitants 
 

percentage 

    1816 1848 1861 1871   1816 1848 1861 1871 

Italy  
  

24.4 25.0 26.8 
  

100 100 100 

Piedmont-Sardinia 
 

5.0 4.4 4.7 
  

21 18 17 

Two Sicilies 6.6 8.7 9.2 9.8 
  

36 37 36 

 
mainland 4.9 6.6 6.8 7.2 

  
27 27 27 

 
Sicily 1.6 2.1 2.4 2.6 

  
9 10 10 

Lombardy-Venetia 4.1 5.0 5.3 5.8 
  

20 21 22 

Papal States 2.4 2.9 3.2 3.4 
  

12 13 13 

Tuscany 
 

1.3 1.7 1.8 2.0 
  

7 7 7 

Parma and Modena 0.8 1.1 1.1 1.2     4 4 4 
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Appendix B 

Public Debt 

TABLE B.1. Public debt stock of the pre-unitarian states in 1861 (3 and 5 per cent rentes). Note: 

4.5 million of Piedmont’s rentes were later attributed to France as the debt share of Nice and 

Savoy, while total liabilities for the former Papal provinces were ascertained only in 1866. 

Source: Own elaboration based on Zobi, A., Saggio sulle mutazioni politiche ed economiche 

avvenute in Italia dal 1859 al 1868 (Firenze, 1870), p. 345. See also De’ Gennaro, M., I debiti 

dello stato nel Regno d’Italia, 1861‒1923 (Napoli, 1934). 

           

  
annual rentes percentage  per inhabitant 

    (millions of lire)    (lire) 

Italy (1861 borders) 111.6 100.0  4.46 

Piedmont-Sardinia 63.8 57.2  14.51 

Two Sicilies 32.8 29.4  3.57 

 
mainland 26.0 23.3  3.83 

 
Sicily 6.8 6.1  2.84 

Lombardy 7.5 6.8  2.68 

Tuscany 
 

5.9 5.3  1.85 

Romagne 
 

0.1 0.1  0.12 

Parma and Modena 1.4 1.3  1.27 

    

 

  

 

FIGURE B.1. Monthly average prices of the Neapolitan, Piedmontese and later Italian 5 per cent 

rentes on the Naples, Genoa and Paris stock exchanges, 1816–61. Source: Own elaboration based 

on Collet, A Unified Italy?; Da Pozzo and Felloni, La Borsa di Genova, Tab. IX and Schisani, La 

Borsa di Napoli, Tab. 6.  
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Appendix C 

Money  

  

FIGURE C.1. Note and coin circulation of the pre-unitarian states, 1858–61. Source: see 

Chiaruttini, ‘The Lira’, p. 3.  

 

 

FIGURE C.2. Gold and silver reserves of the three banks of issue operating in the South as 

percentage of their total reserves, 1860–74. Source: see Chiaruttini, ‘The Lira’, p. 12. 
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Appendix D 

Banking 
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FIGURE D.2. History of the Bank of Sicily, 1844–2018. Source: see Figure D.1. 
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FIGURE D.9.c. Actual and potential note circulation of the Bank of Sicily compared to the 

National Bank and difference between actual and potential circulation of the Bank of Sicily 

(credit gap), 1816–59. Note: see Figure D.9.a. Sources: see Figures D.4 and D.6. 
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FIGURE D.10.c. Actual and potential note circulation per capita of the Bank of Sicily compared to 

the National Bank and difference between actual and potential circulation of the Bank of Sicily 

(per-capita credit gap), 1816–59. Note: see Figure D.9.a. Sources: see Figures D.4 and D.6. 

 

 

FIGURE D.11.Total lending of the National Bank and the Southern banks of issue, 1861–74. 

Source: ASBI, Raccolte diverse, BNRI: RA; De Mattia, I bilanci degli istituti di emissione, 2, 

Tabb. 17–8. 
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FIGURE D.12. Lending per capita of the National Bank in Italy and the Southern banks of issue in 

the South, 1861–74. Note: see Figure 5.10. Sources: see Figures 5.10 and D.5. 

 

 

FIGURE D.13. Lending per capita of the National Bank and the Southern banks of issue in the 

South, 1861–74. Note: see Figure 5.10. Sources: see Figures 5.10 and D.5. 
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TABLE D.1. Head offices and branches of the National Bank and the Southern banks of issue by 

historical region, 1816–74. Note: year of opening after 1874 is reported also for branches of the 

Southern banks when opened in the same town of a National Bank branch. Before 1861 

Benevento was a Papal enclave. Source: Own elaboration based on ASBI, Raccolte diverse, 

BNRI: RA; De Rosa, L’espansione.   

 

          

Region Town / City 

Year of opening 

National Bank Bank of Naples Bank of Sicily 

K
in

g
d

o
m

 o
f 

S
ar

d
in

ia
 

Genoa 1844 1884   

Turin 1849 1879 
 

Vercelli 1853 
  

Nice 1853 
  

Alessandria 1856 
  

Cagliari  1857 
  

Cuneo 1858 
  

Porto Maurizio 1861 
  

Sassari 1862 
  

Savona 1864 
  

Novara 1866     

K
in

g
d

o
m

 o
f 

th
e 

T
w

o
 S

ic
il

ie
s 

Naples 1861 1816   

Palermo 1861 
 

1844 

Messina 1861 
 

1846 

Catania 1862 
 

1871 

Reggio Calabria 1862 1870 
 

Bari 1863 1858 
 

Chieti 1863 1870 
 

Aquila 1864 
  

Catanzaro 1864 1870 
 

Foggia 1864 1870 
 

Lecce 1864 1870 
 

Syracuse 1865 
 

1872 

Caltanissetta 1866 
 

1872 

Cosenza 1866 1881 
 

Agrigento 1866 
 

1871 

Salerno 1866 1873 
 

Teramo 1866 
  

Trapani 1866 
 

1872 

Avellino 1867 1873 
 

Benevento* 1869 
  

Caserta 1869 1877 
 

Campobasso 1870 1888 
 

Potenza 1871 1877 
 

Caltagirone     1884 
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L
o

m
b

ar
d

y
 

Milan 1860 1872 1884 

Bergamo 1861 
  

Brescia  1861 
  

Como 1861 
  

Cremona 1862 
  

Pavia 1862 
  

Vigevano 1863 
  

Lodi 1865 
  

Mantova 1867 
  

Sondrio 1875     

 

Modena 1861     

  Parma 1861     

P
ap

al
 S

ta
te

s 

Ancona 1861     

Bologna 1861 
  

Perugia 1861 
  

Ravenna 1861 
  

Ferrara 1862 
  

Forlì 1862 
  

Piacenza 1862 
  

Ascoli Piceno 1865 
  

Macerata 1865 
  

Pesaro 1865 
  

Reggio Emilia 1865 
  

Rome 1871 1871 1874 

T
u

sc
an

y
 

Florence 1865 1867   

Carrara 1865 
  

Livorno 1871     

V
en

et
ia

 

Venice 1867 1879 
 

Padua 1867 
  

Udine 1867 
  

Verona 1867 
  

Vicenza 1867 
  

Rovigo 1870 
  

Treviso 1871 
  

Belluno 1874     
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TABLE D.2. Capital increases of the National Bank, 1844–93. Source: Own elaboration based on 

De Mattia, Il capitale della Banca d’Italia, 2, Tab. 1.   

      

 
year event 

nominal 

capital 

paid-in 

capital 

1845 establishment of the Bank of Genoa 4 4 

1849 merger of the Bank of Genoa with the Bank of Turin 8 8 

1852 capital increase 32 15 

1859 share issue for Lombard investors 40 31 

1865 share issue for Southern investors and old shareholders plus 

capital increase in anticipation of the merger with the Tuscan 

National Bank 

100 56 

1867 merger with the Mercantile Establishment and share subscription 

by Venetia investors 

100 63 

1872 capital increase 200 131 

1893 establishment of the Bank of Italy 300 222 
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TABLE D.3. Capital increases of the National Bank by origin of shareholders, 1844–93. Note: 

ideal distribution under the assumption that shares issued for one region were only traded among 

the region’s residents. For the sake of simplicity, ‘Tuscans’ refers to the shareholders of the 

Tuscan banks of issue; ‘Genoese and Piedmontese’ to those of the Banks of Genoa and Turin, 

although initially shares were distributed across the whole Kingdom of Sardinia (see Chapter 13). 

Source: see Tab. D.2.  

      

   
year event shares offered to 

no. of new 

shares (thous.) 

total no. of 

shares (thous.) 

nominal 

capital (mill.) 

1845 establishment of the Bank of Genoa 
  

4 

  
Genoese and Piedmontese 4 4 

 
1849 merger of the Bank of Genoa with the Bank of Turin 

 
8 

  
Genoese and Piedmontese 4 8 

 
1852 capital increase 

   
32 

  
Genoese and Piedmontese 24 32 

 
1859 share issue for Lombard investors 

  
40 

  
Lombards 8 8 

 
1865 share issue for Southern investors 

  
100 

  
Genoese and Piedmontese 16 48 

 

  
Lombards 4 12 

 

  
Southerners 12.5 12.5 

 
1867 subscription by Venetia investors 

  
100 

  
Venetians 6.5 6.5 

 

  
bank’s employees 1 1 

 
1872 capital increase 

   
200 

  
Genoese and Piedmontese 72 120 

 

  
Lombards 18 30 

 

  
Southerners 18.75 31.25 

 

  
Venetians 9.75 16.25 

 

  
bank’s employees 1.5 2.5 

 
1893 establishment of the Bank of Italy 

  
300 

  
Genoese and Piedmontese 37.2 157.2 

 

  
Lombards 9.3 39.3 

 

  
Southerners 9.69 40.94 

 

  
Venetians 5.54 21.79 

 

  
bank’s employees 0.78 3.28 

 
    Tuscans 38 38   
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FIGURE D.14.a. Distribution of the Bank of Italy’s equity per macro-region, 1894–1926. Note: due 

to missing data, North* only includes Piedmont, Liguria, Lombardy and Venetia, while Centre** 

only includes Latium and Tuscany. The other regions are included in a residual category together 

with colonies. Source: Own elaboration based on De Mattia, Il capitale della Banca d’Italia, 2, 

Tab. 17. 
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TABLE D.4. Number and paid-in capital of the banks established since 1860. Note: issuing banks 

and savings banks are excluded. South* excludes Sardinia. Source: Own elaboration based on 

Polsi, A., Alle origini del capitalismo italiano: stato, banche e banchieri dopo l’Unità (Torino, 

1993), App. I. 

                        

Region   
 

millions of lire 
 

percentage 

  

number 

since 

1860 

  
capital 

(1867) 

capital 

(1872)  

capital 

(1878) 
  

number 

since 

1860 

  
capital 

(1867) 

capital 

(1872)  

capital 

(1878) 

Piedmont 44 
 

54.1 92.3 95.6 
 

13.3 
 

82.8 31.0 45.0 

Liguria 47 
 

0.3 59.9 29.2 
 

14.2 
 

0.4 20.1 13.8 

Lombardy 46 
 

0.5 30.0 26.0 
 

13.9 
 

0.8 10.1 12.2 

Venetia 41 
 

0.1 10.0 13.6 
 

12.4 
 

0.2 3.3 6.4 

Emilia-

Romagna 
24 

 
0.2 4.9 7.5 

 
7.3 

 
0.3 1.6 3.5 

Tuscany 47 
 

9.9 17.9 7.4 
 

14.2 
 

15.2 6.0 3.5 

Umbria 5 
  

0.0 0.3 
 

1.5 
   

0.1 

Marche 14 
 

0.2 0.6 1.3 
 

4.2 
 

0.3 0.2 0.6 

Latium 15 
  

68.6 7.6 
 

4.5 
  

23.0 3.6 

mainland South 22 
  

11.0 11.7 
 

6.6 
  

3.7 5.5 

Sicily 17 
  

1.2 7.5 
 

5.1 
  

0.4 3.5 

Sardinia 9 
  

1.4 4.7 
 

2.7 
  

0.5 2.2 

            
North 202 

 
55.2 197.0 171.9 

 
61.0 

 
84.5 66.2 80.9 

Centre 81 
 

10.1 87.1 16.6 
 

24.5 
 

15.5 29.2 7.8 

South* 39 
  

12.3 19.2 
 

11.8 
  

4.1 9.0 

            
Italy 331   65.3 297.7 212.3   100.0   100.0 100.0 100.0 
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