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Abstract
The present paper analyses Luigi Einaudi’'s rol®@sion maker in the early decades of the
twentieth century, when he was the leading colutroriseconomic issues at tlmrriere della
Sera It focuses on the scope and limits of his effaadsbroaden the consensus among the
Italian public opinion on the principles of free ngpetition, fiscal restraint and monetary
stability. To this end, it investigates Einaudosifnalistic style, his following among the public,
his influence on the political elite and his viegancerning the role of the economist in society.
Further sections analyse the main issues tackldgirgudi in his articles in th€orriere before
World War | and the work of propaganda he enactathd the war in order to convince the
Italian households to reduce consumption and tesiie Treasury bills. A final section deals
with the “reconstruction programme” devised by Hidiaafter the war, his efforts to promote
this programme in th€orriereand his defeat with the beginning of the fascigime in 1925.

We conclude that Einaudi's work as journalist, dllvery influential, is not immune
from inconsistencies. As a matter of fact, his #ff¢o promote economic liberalism were bound
to be frustrated - at least in the short run -H®y/myths spread by the socialists on the one hand
and by the nationalists and fascists on the other.

" The first draft of this paper was written during rstay at the VSE (University of
Economics), Prague, as ICER research fellow (@dv. 2011). | am grateful to ICER
for offering me the opportunity to work at the V8&B&d to discuss my project with the
members of its academic staff. | wish to thank &nColombatto and David Lipka for
their comments. The usual disclaimer applies.



1. Introduction

From the second half of the XIX century until rettgn the Italian
economists’ work has been characterized by a cioseraction between
theoretical thinking and an informed and passioratalysis of the complex
issues stemming from the process of Italy’'s insonal and economic
transformation.

Recent research has allowed us to at least pgrgedisp this multifaceted
activity (cf. Augello-Guidi, 2001; 2003 and 2005). Nonetheless, much wbik
needs to be done. In particular, we lack a thoroaghlysis of the articles
published by Italian economists in the daily pré&st there is a large consensus
on the fact that newspapers played a key roleansmitting ideas and were a
powerful instrument in shaping the public opiniam ltaly after unification
(Castronovo-Tranfaglia, 1979; Murialdi, 1997). Raldpinion, in turn, became
increasingly important starting from the 1870saasonsequence of an increase
in literacy and a progressive widening of the vptiights.

In the early Risorgimento, newspapers - albeituefitial - reached only
limited sectors of the population, namely téite taking part in the political
activity. It was only in the last two decades o thineteenth century that some
newspapers started being published and distritattadnational level, reaching a
wider audience and becoming authoritative. Amorigeist,La Stampgformerly
Gazzetta Piemontepsprinted in Turin |l Sole Corriere della Seraandll Secolo
in Milan, La Tribuna Il Giornale d’ltalia andIl Tempoin Rome, Il Mattino in
Naples are worth mentioning. A key role was alsayptd by newspapers
connected to political parties and social movemestigh as théAvantl and
Popolo d’ltalia. Starting from this period until the forced susgen of the
freedom of press imposed by the fascist regime,spapers were one of the
most important instruments in interpreting the rseadd influencing the choices

of the public, in transmitting ideas and programsadvocating economic and



social policy measures and in explaining and czitigg those adopted by the
central government and by local administrators.

In this framework, the Italian economists playectacial and — up to now -
largely neglected role as columnists and opiniorker® Let us mention,
amongst others, Maffeo Pantaleoni, Vilfredo Pardtajgi Luzzatti, Luigi
Einaudi, Attilio Cabiati and Gino BorgattaThe present paper focuses on Luigi
Einaudi’s contribution, which is indeed strikinget®dveen 1896 and 1925, when
he was forced to give up writing as a columnistaagonsequence of the
increasing pressure of the fascist government, Ugingublished about 400
articles inLa Stampaand about 1700 in th€orriere della Sera In these pieces,
partially reprinted in an eight-volume edition (Budi, 1959-65), he critically
analysed the most relevant issues facing the mta@onomy and society of his
time and campaigned in favour of free competitimonetary stability and fiscal
restraint (Pavanelli, 2012).

Luigi Einaudi (1874-1961) was undoubtedly one of tmost influential
Italian economists of the first half of the tweltitiecentury. Professor of public
finance at the University of Turin from 1902, hedhan impressive intellectual
activity, which spanned over nearly sixty yearsit@dof La Riforma Socialean
academic journal committed to policy debates, hiekiy became the leading
representative of the so-called “Turin school”, eoup of free marketeers
gravitating around the “Laboratorio di economiaifed”, a renowned centre for
economic research founded in 1893 by Salvatore €tigde Martiis (Faucci,
1995 and 2004; Becchio, 2004). A qgifted and prolifvriter, he published
numerous essays and monographs in the fields dfcpebonomics, monetary
and fiscal policy, economic history and history effonomic thought. Besides
writing for La Stampaand theCorriere della Serafrom 1908 to 1946 he was

also a correspondent fédhe Economisfcf. Marchionatti, 2000). Member of the

! For a broad overview of the ltalian economic tHuuduring the Nineteenth and
Twentieth centuries cf. Faucci, 2000.



Italian Senate from 1919, he initially greeted faiscas a way to restore order
after the dramatic political turmoil of the postiwgzeriod. However, after 1924
he distanced himself from the fascist regime. I144l8e was appointed head of
the Bank of Italy by the new government, and in88¢ was elected President
of the newly established Republic of Italy (cf. f@af1987; Faucci, 1986;
Einaudi-Faucci-Marchionatti, 2006).

The present paper aims at analysing Einaudi’saslepinion maker in the
early decades of the twentieth century, when he thhadeading columnist on
economic issues at ti@orriere della Seraand particularly the scope and limits
of his efforts to broaden consensus among theaitafiublic opinion on the
principles of market economy, government budgetar@hg and monetary
stability. To this end, Section 2 examines Einaudburnalistic style, his
following among the public and the political élitds views concerning the role
of the economist in society; Section 3 analyses ri@n issues tackled by
Einaudi in his articles in th€orriere before World War I; Section 4 focuses on
propaganda carried out by Einaudi during the warder to convince the Italian
households to reduce consumption and to subscnibasiiry bills; Section 5
analyses the “reconstruction programme” devisedBuoyaudi after the war
mainly based on economic liberalism, his effortgptomote this programme in

the Corriereand his defeat with the beginning of the fascigime in 1925.

2. Einaudi’s role as opinion maker

Einaudi started his work as a journalist in 189&miediately after
graduating in law at the University of Turin. Inetiprevious years, thB@azzetta
Piemontesean old-fashioned newspaper based in Turin, hadrgode radical
transformation thanks to the new resources proviged\lfredo Frassati, who
had become its chief editor. With the new namelLaf StampaGazzetta
Piemontesethis newspaper was bound to quickly become onehef rmost

influential in Italy. As a part of this transforn@t, new contributors were hired



and amongst them Einaudi, who at the very startalss required to contribute
to the everyday work of the editorial offfce

Between 1897 and 1902, Einaudi published an eweasing number of
articles onLa Stampafrom 32 in 1897 to 159 in 1901 (Bianchi-Giorda26,10,
p. 46). However, in 1903 he decided to quit, priypab disagreement with the
editorial line adopted by Frassati, which tendetht@mur Giovanni Giolitti- the
able but controversial political leader who domaththe Italian political arena
from 1901 to 1914. In the same year he startedrite ior the Corriere della
Sera This newspaper, founded in 1876, had gained amementum after the
turn of the century, when the brilliant and amhisgournalist Luigi Albertini
emerged as its new chief editor, entirely renowgatire publishing activities. It is
worth mentioning that Albertini came from the “Labtorio di economia
politica”, where he became acquainted with Einatliianks to relentless efforts
and substantial investments, sales increased daihatn the following years
(from 75,000 to about 500,000 copies a day in 19Thg increased revenues
enabled Albertini to provide the newspaper’'s cdmtiors with an adequate pay
and, consequently, to attract some of the besh@hsts and writers of his time
(among them, Einaudi)On the eve and aftermath of the First World e,
Corriere had become by far the most influential paper oatéional level (Barie,
1972; Moroni, 2005).

As already mentioned, Einaudi’'s commitment to jalism dates before

his academic career and proceeds in parallel ifithMost importantly, he

2 0On the role played blya Stampaluring this period cf. Castronovo, 1987.

3 Einaudi’s pay was based on the number of artickesvrote and varied according to
the length of the article and whether it was sigoedot. In 1903 he was compensated
for every article an average of 40 lira and, sib@#0, 100 lira.

* A revealing, although somewhat rhetorical, testijmof the importance Einaudi
conveyed to his work as opinion maker in the peess to the key role of Albertini, is
his letter of resignation fronCorriere, which he wrote in November 1925 to Pietro
Croci, the new chief editor imposed by the fasg®sternment. “If in my soul”, Einaudi
wrote to Croci, “there was the spark of that flathanks to which one feels the high
priest of an idea when writing; that spark could nave lit the flame if Luigi Albertini



appears to be fully aware of the crucial role pthys newspapers as a key
instrument in shaping the public opinion. In anagssvritten in 1928 but
published unabridged only in 19451lia Nuova Antologiahe remarked that the
daily press was the only information source for thajority of the Italian
population during the second half of the XIX cegfuactually the only channel
through which “the ideas of philosophers and s@esit reached the public,
influenced politicians and compelled them to impd®m specific measures
(Einaudi, 1945b, p. 192)

In the same article he emphasized the fact thattirs from the end of
the XIX century, information in Italy had been gigatransformed by a few
national-based “independent newspapers” (this wakdd the case foka
Stampaand theCorriere della Seraalthough Einaudi does not mention them
explicitly). Unlike the traditional daily press fded by political parties and
pressure groups, these newspapers had been maasgedusiness by a few
entrepreneurs, who had realized that in moderresocdiemand for information
was increasing and that they could gain substaptiafits by providing this
information in an efficient, reliable and appealingy (pp. 195-6).

As a matter of fact, while the press directly lidke pressure groups
accumulated heavy losses and was unable to enltsrgeadership, the newly-
created independent newspapers increased the nuaibeppies sold and
distributed substantial dividends to their shardars.

had not persuaded me, with his constant stimulatwhthe ardor of his enthusiasm that
the journalistic priesthood was as noble and eésl/ais the academic priesthood”
(Einaudi-Albertini, 2007, p. 180).

> In his article inLa Nuova Antologia&Einaudi included the translation of a text writte
by himself for the US magazirtereign Affairs— and published in this journal in April
1945 — in which he expounded to the English-spepkéaders the achievements and
constraints of the Italian press from the Risorgitodill the fascism when, he wrote,
“all Italian newspapers became, despite their cifie titles, nothing but official
gazettes or master’s voices” (Einaudi, 1945a, p) 50



This sound business foundation had become the barss “new social
and political power”: in other words, independemwspapers had become a
driving force in shaping the public opinion.

In his essay, Einaudi made an interesting distncbetween the “legal”
representation of interests in Parliament and public opinion”. The latter was
not organized but, in his view, derived its strénffom the basic need of the
people to have a free and non-partisan debate efutidamental issues facing
the country.

Public opinion, however, had to be “enlighteneddrh this point of view
Einaudi, whose theoretical background was essgntiat of the classical school
of political economy, was indeed a rarely giftedtar whose ability to persuade
could hardly be matched. In dealing with complesuess, Einaudi tried first of all
to convey both qualitative and quantitative reldéverfiormation to the reader.
Only after stating the problem he made his poinvieinv clear, advocating a
specific measure or criticizing a policy adopted thg government. Einaudi’s
journalistic style indeed reflects his habit ofefat perusal and interpretation of
official papers and statistical data, a habit he dequired during his early years
at the “Laboratorio di Economia politica”. On théher hand, and even more
decisively, it reflectsThe Economi& lesson. Einaudi greatly admired the
weekly journal founded by James Wilson in 1843hat lheight of the anti-corn
laws movement and which had become, thanks to WRégehot, an influential
source of information for the political and busime®mmunity in Great Britain
and elsewhere (Edwards, 1993; Berta, 2012). Einpadicularly appreciated
The Economi&t commitment to the free market principles, it¢edmination to
adopt them as a guideline, but also its pragmatism.

Between 1896 and 1925 Einaudi signed only a parthef numerous
articles he wrote fot.a Stampaand theCorriere della Serausually, but not
necessarily, those in which he focused on key pgioblems. At any rate, he

soon acquired a large following among the readénsberto Ricci, professor of



economics at the University of Rome, after praisimgn for teaching the

principles of political economy to thousands of plep observed that he was
increasingly considered by his readers as “an eta®icci, 1917). Over the

years Einaudi received innumerable letters fromvagbe citizens or

representatives of institutions who praised him #orspecific position or

denounced wrongdoing and inefficiencies.

Furthermore, as a leading columnist of the mosuamitial newspaper in
Italy, on several occasions Einaudi addressed tdd@an political leaders and
ministers directly, criticising them for not havitgken into account his remarks
in the columns of th€orriere and urging them to attOn many occasions his
criticism triggered worried replies from the padiins involved.

Regarding this, one should bear in mind that invinsk at theCorriere
Einaudi cooperated closely with the chief editoigiiAlbertini, with whom he
shared the belief in the principles of liberalismdaa common view on key
economic policy issues of the dayHowever, Albertini was adamant in
reaffirming his role as the ultimate person respgmasfor the continuity and
coherence of the line of the newspaper he diredtedis letters to Einaudi,
besides constantly stimulating and inspiring himtloa subjects to tackle in the
articles, he strongly intervened several timesntoah out what he perceived as
excessive or untimely criticism. In some cases igendt hesitate to send an
article back, urging him to revise it substantiatly to publish it in another
newspaper. Furthermore, at least until World Wakllbertini was very reluctant
to criticize the Italian trade tariff, charactedzéy heavy protectionism, and
against any suggestion to embark @@riere on a free trade campaign. In this

regard his views were in tune with those of Luigizkatti, the influential

® | deeply regret”, he wrote in May 1914, “that tMinister did not take sufficiently
into account the remarks made in these columns han relationships between
protectionism and trusts” (Einaudi, 1914a)

" A mojor exception was represented by trade poksyshown below, Einaudi shared
free trade views, whilst Albertini did not opposeotgctionism. On Einaudi's
cooperation with Albertini cf. Faucci-Becchio, 20 Romani, 2012a.



economist and political leader who had been thki@at of the Italian tariff and
who frequently wrote in th€orriere on policy issues. As a consequence, for
several years Einaudi published his articles irofmwf free trade in his monthly
journal La Riforma Socialeand inL’'Unita, edited by the historian and political
leader Gaetano Salvemini.

As already mentioned, during this perigthaudi was strongly committed
to free competition and private enterprise. In &rticles he sided with the
numerous ltalian entrepreneurs who were able tqpetenand sell their products
on the domestic and international markets witheeksg subsidies or protective
duties from the government, with the artisans awodkers who thrived through
hard work and self-restraint, with the peasants wieoe able to acquire land
thanks to lifelong savings. At the same time hedeonned the inefficiencies of
the public sector, the abnormal growth of bureacgr the iniquity of the tax
system. Indeed, particularly after the First WoAdr, Einaudi’s attitude appears
to be that of a preacher whose sermons often wen¢ard, but who had to
provide them anyway to fulfil a precise dty.

At this point of our analysis, a major interpretatissue comes up. In a
writing on the nature and scope of economics andhenrelationship between
economic and political liberalism published in thecond half of the 1920s,
Einaudi adopted a methodological stance which tmesaxtent resembles
Robbins’s. Economics is a science of means, n@nadf; the latter include not
only an increase in the wealth of individuals orsotiety, but also political and
moral concerns and aspirations, interpreted andey@d by the ruling élite. In

this framework, the economist was required to pl&umble” - albeit complex-

® In 1920 Einaudi republished under the title “semsio(Predichg several pieces he
had written during and immediately after the war,which he exorted his fellow
citizens to reduce consumption and to employ ailable resources to the need of the
conflict. “These writings”, he observed in the oduction, “can be rightly called
‘sermons’ because, as it happens usually to thenimgs of the economists, they
remained unheard; and as a consequence the ecoandgocial costs of the war were
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role, finding the best way to reach given aimsbgetsomeone who is in a higher
position” (Einaudi, 1928, p. 504).

This vision of the economist as a “social engingaifiich was reiterated
in other writings during the 1930s, appears to beodds with the role of
“preacher” and opinion maker that Einaudi playetii;wwork as journalist

How can this change of position be interpreted? Phesent paper
maintains that it is a result of the forced ‘“retteaf the Italian liberal
intellectuals after 1925, due to the dismantlingurfdamental political rights by
the fascist regime. In a world increasingly chagaezed by totalitarian ideologies
and social unrest, this vision of economics as laevfiee science was at the
same time a refuge and a line of defence agaimsattempts by dictators in
Europe and elsewhere to subjugate science and ntakerve their own
purpose¥.

Actually, in 1942-43 when the fascist regime waghmverge of collapse,
Einaudi was eager to step back into his previousitipa of opinion maker,
which had shaped his activity at tk@orriere. In the foreword to a book on
economic policy published in 1942 by Costantinod$8rani Turroni, an Italian
liberal economist, he wrote:

“After having believed for a long time that the ylaff the economist is not
setting the ends for the legislator, but checkhmay the means are adequate,
I now think that the economist cannot separatadies of controller of the
means from that of declarer of the ends” (Einaligl42, pp. 15-16)

by far superior to those [...] which was reasonablexpect and that we now have to
experience” (Einaudi, 1920a, p. vii).

® This point is expressed clearly in a letter toektini dated November 1925, in which
Einaudi anticipated his decision to suspend cotatian with Corriere, now under
control of the fascist regime: “| am strongly agaiproviding purely “technical” advice.
One cannot and should not cooperate with people witom one cannot share ideals
and sentiments” (Letter of L. Einaudi to L. Albeiti Turin 20" Nov. 1925, in Romani,
2012b, pp. 2231-3).

9 During the 1930s Einaudi defended strenuouslyeivesal articles inLa Riforma
Socialethe universal validity of the theorems of pureremics against the attack by
the corporatists and particularly by Ugo Spiritd. Einaudi, 1930 and 1932; Faucci,
1986, pp. 269-73.
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And again, in a lecture given at the “Accademided€tienze” of Turin in
1943 and published during the same year, he wrote:

“we refuse that science be limited to acceptingdieamises dictated by the
political class [...] If the scientist has more d#tan the ruling political

class, should he ignore them? What are these Idinkkeat some pure
scientists would like to wear and which would impedsion beyond the
official opinions manifested by the political clas¢Einaudi, 1943, p. 63).

3. Analysing Italy’s achievements and constraints: dtith’s articles before
World War |

In his work as a columnist dta Stampaand theCorriere, Einaudi
analysed a wide range of issues, namely the nfatenges facing the Italian
society of his time: the industrialization in theh-West; the backwardness of
the agriculture in the South; the expansion ofrimaéonal trade and the threat
represented by protectionism; the need to ratipeataxation, to check public
expenditure and to reorganize public administrattbe improvement of labour
relations; the reorganization of the monetary anghking system; the
rationalization of Italy’s rail and sea transport.

This section will focus on the main issues tackigdEinaudi, starting
from his analysis of the process of industriali@atand economic growth in Italy
at the beginning of the XX century. After a periofl financial turmoil and
recession during the 1890s, at the turn of the wewmtury Italy was finally
experiencing a substantial improvement of its ecanoconditions and an
increase in production, export and income per aapit his articles Einaudi

ascribes this positive process to the creativity daetermination of thousands of

Y This lecture was given by Einaudi at the “Accadeniélle Scienze” during a meeting
held on 1% February 1943. However, as we can deduce fronotiginal manuscript

which is archived in “Fondazione L. Einaudi”’, Turithe text he presented on that
occasion did not include the above mentioned passaihese are drawn from the last
section of the text (paragraphs 21-27), which wited during the summer of 1943, on
the eve of the collapse of fascism. Cf. a letterPofQuarati, the administrator of
Accademia delle Scienze, datedduly, in which Einaudi is asked a reimbursement fo
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small entrepreneurs, craftsmen and workers, who bheen able to face
increasing domestic demand for consumption goods$ tancompete at an
international level without requesting governmeuobsdies or protection, or
getting involved in the stock market speculatiohe Btabilization of the banking
system and the adoption of a more responsible Ifigohcy had also had a
positive influence.

On the contrary, no specific merit was given tol@@ipthe leader of the
Italian political arena until World War |. Actuallfeinaudi fiercely opposed him
as a man devoid of ideals and ready to accept anypmise in order to
maintain his power, as well as advocating a cootisuexpansion of the role of
the government and of the influence of bureaucfacy

According to Einaudi, a sign of Italy’s increasiogpacity to produce was
the fact that its international trade had beendsiggrowing since the beginning
of the new century. Italy, he observed in an aatiplblished in May 1905,
imported from abroad a growing amount of raw matsriand semi-finished
products to create new finished goods: “We areamgér a purely agricultural

country [...], we are also a country which lives by own industries and buys

the extra costs incurred in the process of pulbrighthe text (L. Einaudi Archives,
Correspondence, “Accademia dele Scienze”).

12 Cf. the illuminating portrait of Giolitti providetly Einaudi in an article published in
The Economisih October 1911: “Giolitti is a keen, cunning, aleainded man. He is a
strong man in the sense that he persomadiglesome 100 members of the Chamber out
of 508; and these 100 members are his life gugrd$.He is, moreover, a practical
administrator; he has made nearly all pnefetti[...] And so he has become, and will
for some time remain, the real master of Italy. ®Bith all these qualities, good and bad,
he is not a great statesman. The only idea to whelsteadfastly held has been the
neutrality of the State in the labour question. Wthtstanding his own band of 100
followers, he is desiderous to avoid too much oftjgssin the Chamber [...] and, as he
knows that out of the other 400 members half villagys follow the Government of the
day for the sake of the great and petty favourschiiti can dispense, all his aims are
bent towards conciliating the most formidable oe thost clamorous section of the
remainder” (Einaudi, 1911, p. 884; cf. also Einaud06a). Einaudi’s criticism became
particularly harsh on the eve of the World War: I@#iotried to avoid Italy’s
participation to the war, whilst he a@brriere campaigned vigorously in favour. In the
early 1920s, however, criticism subsided and Einpralsed Giolitti's ability to reduce
budget’s deficit.
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abroad raw material to be transformed” (EinaudiQ35E9. For the time being,
exports were not actually increasing with the samgour as imports;

consequently, there was a trade balance deficitvedter, Einaudi was not
particularly concerned, considering it a tempotaralance bound to flatten out
in the medium run.

The rapid economic growth of those years coincigéd turbulent labour
relations, recurrent strikes and a strengthenintheftrade unions and business
associations at a local and national level. Einauelvaluation of this process
was, all in all, far from negative: in his opinioa,lively confrontation in the
labour market was an indicator of a growing andasgit society (Einaudi,
1923). In many cases, the workers’ aspirationsriprove their living standards
brought a rationalization of the industrial progdescing entrepreneurs to adopt
more efficient production methods. Furthermore, @nfiontation between
workers and managers allowed both parties to atestheir different views
and needs through discussion. What mattered mastlived neither workers nor
entrepreneurs tried to obtain special privilegesonopolistic positions.

Another relevant issue in those years was a hugease in emigration,
particularly from Southern Italy. Let us bear innehithat in the years 1909-13 the
average number of emigrants reached about 700&09ear, while in the years
1896-1900 the average had been 300,000. Einaudtaded some of his most
eloquent pieces iha Stampato this exodus, describing at length the suffeging
of the emigrants - often victims of abuse perpettaby local authorities and
speculators - but also envisioning the birth ofjeeat transatlantic Italy” in Latin
America, thanks to the labour and creativity of thalian citizens abroad
(Einaudi, 1959, p. xii) . In th€orriere he returned to this subject with some
significant articles, in which his concern aboute tipredictable negative
consequences of an exodus on such a large scale tenprevail over his
appreciation of its positive aspects as a secualye against the excess of labour

supply on the domestic market. He thought that dbleition was to promote
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economic growth in the South through industrial@at a rational use of water
resources as well as land improvement (Einaudiedp0

One of the most recurring themes tackled by EinatidheCorriere was
certainly the need to make the public administratad finance leaner and more
efficient. Thanks to substantial restructuring gaccomplished in the previous
years and also to the economic upturn, at the tfrthe XX century the
government balance was in much better conditioas tim the Nineties. The
trustworthiness of the country, which had been gsajeopardized by a wave of
financial scandals and by excessive military exgengs in the colonies, was
now re-established and in 1906 the government sdeck in obtaining a
remarkable reduction of the consol interest rate,fdr the most important
government bond at the tiffe However, numerous issues remained open,
starting with the necessity of implementing striges in public expenditure and
reforming the obsolete and inefficient tax system.

In Einaudi’s opinion, the former issue was inddeel ihost pressing one in
order to ease the burden on the Italian taxpayedsta enhance the economic
growth. Instead, the government was actually hepdirthe opposite direction;
in particular it was continuously inflating the nber of jobs in the public sector
for electoral purposes and under the pressuresdfheaucracy.

Despite the above-mentioned problems, the gensrattof the Italian
economy before World War | was definitely positivelowever, it was
accompanied by strong fluctuations in the financrarkets, the most serious
being the so-called 1907 crisis (Bonelli, 1971).e3& complex issues were
tackled by Einaudi in some interesting articlesioltare worth mentioning here.

Starting from 1901, the average price of stockthatGenoa, Milan and

Turin Exchanges had been dramatically increasifige bull market reached an

13 As a consequence of this measure, denominatedvécsione della Rendita”, the
nominal interest rate paid on that bond was reddrced 4% to 3,5%.

4 This issue is frequently reasserted by Einaudiisnarticles in Corriere. Cf. Einaudi,
1959-1965, vol V, pp. 316-27.
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unprecedented peak in the car industry, locatetla@riNorth-West and still in its
early stages. In an article published in June 1#d®audi stigmatized this as a
speculative “fever” analogous to other episodesciviinad occurred in the past.
Broadly speaking, the fact that the Italian housghavere putting their savings
in the stock market was in itself positive: hadythet been escoriated in the past
for having been too conservative and having inest® much in government
bonds? Investing in the stock market had nonetheles be prudent,
distinguishing between already consolidated sectord “new industries”, in
which profits had not been reduced to a normallléw®ugh competition. The
car industry was indeed one of the latter and heghhundoubtedly affected by
speculative manoeuvres. Actually, a part of theneldad to be put on the banks,
who should have “separated the tares from the Wheatother words they
should have recommended the more solid assets theefess reliable ones
(Einaudi, 1905b).

The bull market was bound to continue until Octott®06, when the
Genoa Exchange nearly collapsed as a consequergemafjor liquidity crisis

triggered by an ill-conceived speculation on thecks of “Societa Terni- a

major steel company specialized in military equiptrifer the Italian navy- by
its president Ferruccio Prina.

Solicited by Albertini, Einaudi dedicated to thietne an extensive article
published by the&orriere at the beginning of November with a special editor
introduction In the last few years, wrote Einaudi, following treation of many
new industrial enterprises the market had beendai&d by a huge amount of
stocks. The banks, who had initially been readwadoept them as a collateral,
had become more cautious and, in several case®rdravho had incurred a
substantial debt were forced to “distress sellinghother cause of the fall in
stock prices was the worldwide increase in interatds. In the light of all this,

speaking of “bearish plots” or conspiracy by spatars was pointless: these
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aspects were marginal and the stock market had tmbsidered a key institution
for the economy (Einaudi, 1906b).

Einaudi’s article aroused interest among the resattesuch an extent that
a few days later Albertini was writing to commigsibim a further article on
stock speculation focusing on Prina’s cask the same letter Albertini specified
the topics to be treated in detail. However, Einaudy partially followed the
Corriere director’s suggestions, transforming his piece mnaat of accusation
against the steel industry, which at that time \magavily subsidized by the
government. Following Albertini’'s orders(which weedso in line with his
views), he argued that corporate managers shousl@ialdrom stock speculation
and in particular from attempting to artificiallyamipulate the price of company
stocks. Their only duty was and should have beenatimpt adequate
entrepreneurial strategies and to save part ofptibéits in order to reinforce
corporate reserve. Having dealt with this issueakdi did not hesitate to attack
the Terni management directly. The stock price apgdé was partly a
consequence of the fact that the government hdasaremembered their duty
towards the taxpayers and had started questiortieg irtflated contractual
conditions of the steel sector (Einaudi, 1906c).

The months of October and November 1907 withesseaggravation of
the crisis at international level. This time theceptre was in the United States:
at the New York Exchange the stocks reached rodkommo In an article
published on the 1B of November (“The American Tornado”), Einaudi
reconstructs with his usual expertise the factom/qking the overseas crisis,

which followed quite a long period of euphoria drmbni®.

15 etter of L. Albertini to L. Einaudi, Milan 18 No.906 in Romani, 2012b, vol. Il

pp. 1003-5.

1 starting from 1903, wrote Einaudi, the US economgd experienced an

unprecedented recovery which had fostered invedtnmojects exceeding the

availability of saving. This had fuelled speculatiovhich had been encouraged by
banks and newly created trusts aiming at raisimgeprartificially. As soon as the price

of stock dropped, this “house of cards” collapdehgudi, 1907).
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In the following years, on the eve of World Warthe nominal interest
rates increased on the financial markets. Thistded reduction in the price of
government bonds and particularly of the consoldtaty and abroad. In an
article published in February 1912, Einaudi attrdouthe rise in the nominal
interest rate to the increase of the inflation ,raeplicitly endorsing Irving
Fisher’s theoretical explanation. He maintained ttt&e growing price of food”
was strictly connected to the “increasing intereates”; “the scientific
explanation”, he wrote, “was given by Fisher, noulolothe greatest living
American economist, a careful observer of the eurmgtuation” (Einaudi,
1912a). In his article he also mentioned Fisheissirtttion between the nominal
and the real interest rate, an analytical pointcWiwas quite innovative at that
time, even for the economists.

Therefore, in order to counteract the price reducof the government
bonds, it was necessary to stabilize the coswofdi In another article published
a few days later, Einaudi explicitly mentioned #iabilization plan set forth by
Fisher in hisPurchasing Power of Mone¥inaudi observed that Fisher’s plan
was convincing, at least in principle, even thoughall economists agreed with
its theoretical assumptions and particularly wiik hypothesis that the increase
in prices had been caused by an excess supplylafgsher’'s aim, in any case,
was to get an international committee to analysectiuses of inflation: this was
a proposal that aroused widespread consensus idrthed States and in other
countries (Einaudi, 1912b).

4. Italy at war

One of the worst consequences of World War | wadouhtedly the
collapse of the complex system of institutions ands — mostly informal - that,
by fostering free movement of finished goods, rawaterials and factors of

production, was at the very basis of the unprededeimcrease in income and
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wealth which had benefited Europe and North Amefioan the second half of
the nineteenth century.

Einaudi was aware of the key role played by thisma@ism and therefore
repeatedly defended it against criticism. In spit¢his, from the end of 1914 he
actively campaigned together with Albertini forl¥ta intervention in the war
against Austria. Similarly to other intellectualshis generation, he believed that
the war would have led to the completion of thefioation process initiated in
the second half of the previous century, at theesdaime reinforcing Italy’s
position as one of the leading political and miltgpowers. Furthermore, by
aligning with France and the United Kingdom, Italpuld have contributed to
defending the liberal values which appeared to Hveatened by the German
bloc'’. As demonstrated by events in the following yedhis analysis actually
proved to be a tragic underestimation both of thedn and economic costs of
the conflict and of its political and social effectn Italy and in other belligerent
countries, the liberal institutions and constitaabrights were ultimately brought
to a collapse by the disruption of this period #mel irrational expectations and
myths it had created among the population.

The articles written by Einaudi during the war pdriwere characterized
by an austere and patriotic intonation. The primabyective was to reduce
private consumption to the minimum, if possibleotigh moral suasion or if
necessary through the law (cf., amongst othersaufin 1916a and 1916b).
Public investments in infrastructure had to be pastd too. The resulting
resources should be raised through taxation (gxtofits deriving from army
supply contracts should have to be specificallggtad) or through the purchase

of government bonds and then used to finance the wa

17 Cf. on this point Vivarelli, 1981, pp. 284-91.
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Only in this way it would have been possible toidva huge increase in
paper money, which would have fuelled inflation awodused iniquitous
redistributions of incom&.

Increasing tax revenue, though, was quite a slmegss. Therefore, in the
immediate future the purchase of government borydidban households was
the best way to pay for the war without hamperirigepstability. As a matter of
fact, five major issues of long-term bonds werentned by the government in
the years 1915-1918.

In his articles on th€orriere, Einaudi actively engaged in a continuous
and systematic work of persuasion and propagandpngu people to reduce
consumption and to wholeheartedly subscribe thee fargount of bonds issued
by the Treasury. Referring to the first issue of dilion lira launched in January
1915 when Italy was not yet taking part in the tiohfEinaudi argued that by
subscribing the bonds the savers were not onlyllfindf a patriotic duty but also
acting according to their best interest, as theditmms offered were very
favourable (a forecast which, by the way, provedéocompletely wrong; cf.
Einaudi, 1915a).

Commenting on the second issue of bonds promotedine 1915, after
having emphasized the fervour pervading the nat@rihe point that many
citizens were ready to incur debts in order to &eqginese assets, he stigmatized
the lack of commitment of most industrialists déspihe fact that they had
accumulated large profits thanks to military coatsg Einaudi, 1915b).

Considering the results of the first two governmeans, wrote Einaudi in
another article, the Italian savers had providedaawhole two billion lira,
compared to 15 in Germany and 24 in England (Einal@fl5c). In normal
conditions this result would have been acceptabéeping in mind the big

disparity of Italy’s income and that of other Epean countries. However, Italy

18 Einaudi was one of the few Italian economists hbeved that, at least in principle,
the costs of the war could be covered “without r@sg to the inflation tax” (Fratianni-
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was taking part in a major war: in this context teeources collected were not
enough to avert the danger of forced loans andtiofi. Politicians, lamented

Einaudi, had not been very active in promoting lihen in their constituency.

The intellectuals, and particularly the economistad also been - with few
exceptions - conspicuously absent. There were mistances in the life of a

nation, he wrote, in which intellectuals should toykeep their critical attitude

silent and “act as preachers”.

Einaudi himself, it must be added, was not complatensistent with this
guideline. In December 1915, in agreement with Albg he criticized some
clauses of a new issue of government bonds whitérmened an unjustifiable
difference of treatment among subscribers (cf. RaNia 2012, pp.CLIX-CLXII).
On the whole, however, his propagandist zeal om i8sue definitely prevailed
over scholarly analysis. In 1917 and 1918, whetfaiioin increased and Italian
households faced the risk of literally losing madtthe capital invested in
government bonds, he continued to urge his reddesabscribe these assets by

presenting this investment decision both as a rmagwell as a duty’

5. The post-war period and the beginning of the faseigime

In the aftermath of the armistice proclaimed in Biower 1918, Italy had
to face economic and social problems on an unpested scale. In order to cope
with the needs of the war in a context in whicherayes from taxes were by no
means sufficient, the Italian government had boewWwuge resources both from
domestic households (by issuing an increasing amofiroonds) and from
abroad (mainly raw materials and military equipmiaim the US and the UK).
Further resources had been provided by the Bartalyf which had been ready

Spinelli, 1997, p. 113)

19 «pfter the war [...] the value of the Treasury billll increase. Experience shows
that this always happened in the past and theriseason to doubt that this will
happen now [...]. The price of the corn, quite thetcary, will go down...” (Einaudi,
1918a, p. 2: cf. also Einaudi., 1917a).
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to purchase increasing amounts of government bahdsensuing increases in
paper money, as predictable, fuelled inflation.

Besides all this, it was necessary to promote aptexreorganization of
the industrial sector, which had been entirely ol for the needs of the war
and now had to reconvert to the original production

More generally, the experience of war brought neywds of radical social
and political changes. These aspirations, repressenhg the conflict, were
bound to break out as a wave of strikes and spnegésts in the years 1919-20.
In this dramatic and complex situation, Einaudicted by increasing his efforts
as opinion maker at th@orriere. In his articles published in this period, he was
able to devise a national “reconstruction prograinbased on fiscal restraint,
monetary stability and the defence of free comipetind market economy
(Barie, 1972).

Balancing the government’s budget indeed appeapedbet the most
pressing problem of the day and the preconditiopriwie level stabilization. On
the one hand, this goal had to be reached by imtiod a radical reform of the
old and hardly effective Italian tax system and, tbe other, by drastically
reducing public spending. Public subsidies, paldity those aimed at keeping
the price of bread artificially low, had to be abkbkd.

Fiscal and monetary stabilization was of courseemaiugh. A further key
issue was the need to dismantle the complex arfficieat system set up during
the war to control the economic activity and chanietowards military
production; a system which was based on arbitralgsrand restrictions. In this
framework, it was crucial to get rid of top bureeais convinced of having a
superior knowledge and let businessmen produceselhdreely without special
authorizations, extra taxes and pleas. In particilavas necessary to abolish the

exchange rate control established in 1917, whielated enormous obstacles to
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the purchase of raw materials and manufactured gy@ssential to the re-
launching of national productioffs

The government should choose between «regulated framed market
economy, between those who require a State-guigetera and those who
maintain that the State should only set the franmkweithin which private
business can thrive» (Einaudi, 1920b) .

Once the major obstacles to the economic activégl been removed,
however, entrepreneurs should pull their sleevesand avoid asking the
government for new favours. On this subject, Eimagtdbngly criticized the
request to substantially increase custom dutiesnported manufactured goods
made by the main business associations. Contttariyhat had happened before
World War | when - as mentioned - he had to softisnstance on this issue, he
now campaigned vigorously against protectionisnsuaing those who favoured
this policy of fuelling “class selfishness” and redgring Italian farmers and
industrialists by representing them as people wntbivork and succeed without
constant government protection (Einaudi, 1919).

Another important issue in Einaudi’'s articles wias tadicalization of the
social and political conflicts. In 1920 the CGLgtlrade union linked to the
socialist party, launched a wave of strikes dusrigch “factory committees” of
unionised labourers tried to take control of thejamandustrial plants in the
Northwest, exonerating the managers. In August nmdaryts in Turin and Milan
were occupied by workers. Several weeks of stramgion ensued, during
which a violent uprising inspired by the Bolshevievolution appeared
imminent.

Writing before these dramatic events, Einaudi cdedethat factory
committees could play a useful role, provided tthesty limited themselves to

discussing wages and working conditions in the girrdowever, he strongly

2 These issues were reiterated several times byuffiria his articles published in
Corrierein 1919-1920. Cf. Einaudi, 1959-65, vol. V, pp-&L2
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condemned the occupation of the industrial plants the experiments of “self-
ruled management” pursued by the workers. These disgraceful experiments,
he wrote, that besides violating the property sgltere also based on the wrong
assumption that control of the “capital” was a migit condition to create a new
and even more efficient economic system. On théraon the most likely result
would have been misery and chaos (Einaudi, 1920c).

The strong social confrontation and the perspectiofe a violent
overturning of the political system and constitnabrights induced Einaudi to
harden his opposition towards the socialists. A& #ame time, he failed to
criticize the violence perpetrated by the fascgition squads” and, in September
1922, he even depicted fascism as a movement veneh inspiration from the
“old liberal tradition” (Einaudi, 1922). This was learly a tragic
misunderstanding which at that time, by the ways whared by many Italian
intellectuals.

After Mussolini’'s appointment as prime minister@ttober 1922 and the
formation of the so-called ‘national’ governmentn&udi evaluated the new
minister of finance Alberto de Stefani‘'s work posgy, praising him for
pursuing fiscal discipline and for consolidating thudget balané& During
1923, however, he expressed an increasing uneasad® the authoritative
methods adopted by Mussolini and particularly Hrategy to marginalise the
role of the Parliament. This criticism became arerbvopposition after the
assassination of one of the leading members ofofiosition, the moderate
socialist Giacomo Matteotti, murdered by a fasstgtad. In an article published
in the Corriere on '® August 1924, he denounced the spread of illegalitst
violence in the country and strongly condemned gbeernment’s attempts to
abolish constitutional rights, particularly freedaithe press. At the same time

he urged the industrialists, most of whom were &blerosper and thrive without
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depending on public subsidies or favours, to spgaknd condemn these abuses
(Einaudi, 1924).

This passionate, although belated, plea was in:vairthe following
months Mussolini was able to consolidate his ductdtip and to silence all
opposing views. In November 1925 Luigi and Albefibertini were forced to
leave theCorriere and Einaudi decided to suspend any collaboratidh tie

newspaper, now controlled by the regime.

6. Conclusions

In retrospect, Einaudi’'s collaboration with tmerriere, by far the most
influential and widely-read Italian newspaper ire tfirst decades of the XX
century, appears to be a unique chapter in thagidh of economic liberalism in
Italy, an ambitious attempt to broaden the consem@suong the public opinion
on the principles of free market and competititvgnt shared only by a minority
of the population. However, Einaudi’s work on ttgsue, albeit very influential,
presents inconsistencies and shortcomings. As gubiatit in the present paper,
until World War | he accepted to mitigate his cigim against protectionism,
despite the damages it caused to Italian consuraergidvocate of saving and
thrift, during the conflict he urged his readersstdoscribe Treasury bills, which
were bound to lose most of their value as a coreempiof inflation; even more
decisively, in 1915 he and Albertini strongly sugpd the case for the war,
without anticipating that this event would havelle the nationalist propaganda
and brought the liberal institutions to collapse. & matter of fact, in the 1920s
Einaudi’'s plea for economic freedom and individtedponsibility was bound to
be frustrated by the myths propagated on the ond by the socialists and, on
the other, by the nationalists and fascists.

2L Most of the credit for reaching this goal, howeviee wrote, had to be given to
Giovanni Giolitti who as the prime minister in 1988d cut expenditure and abolished
public subsidies on bread.
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As maintained in the present paper, the econonscodrse and theory
Einaudi conveyed in hi€orriere articles was certainly not “value-free”. he
praised thrift, frugality and industriousness atugs per se, actually the only
way for workers and artisans to improve their cbads and for businessmen to
thrive; applauded those entrepreneurs who weretaldempete and to succeed
on the market, and castigated those who tried tbudsy condemned as
inefficient any attempt by the government to sewmtrol of the economic
activity.

As we have seen, in the second half of the 1920sueh appears to
embrace a methodological stance resembling th&adfbins: economics is a
science of means, not of ends, and the economginigly required to find the
best way to reach given ends. This position, wisatlearly inconsistent with his
previous stance as opinion maker and preachemrgasibly to be interpreted as
a forced retreat in the face of dictatorship areldienial of constitutional rights
by the fascists. In fact, immediately after thelaygde of the regime in July 1943,
Einaudi was ready to take on again the task ofifimgt educator” (Cafagna,
2004) and preacher, which would lead him to coltab® assiduously with the

daily press and fairly soon reach top-level rotethe new Republic.
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