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Abstract
This paper studies the economic impact of foreign aid on
Italian firms. In particular, I study the different effects
of three main forms of aid: Export–Import Bank loans,
Marshall Plan European Recovery Program (ERP) ‘dollars’
loans and the Marshall Plan ERP ‘lire’ loans. In all pro-
grammes, the United States sent technologically advanced
machinery to allow for a modernization of the technology
of Italian firms, but the conditions of such loans differed.
This paper tests how crucial such different features have
been for the effectiveness of firm reconstruction aid. By cre-
ating a new dataset on recipient firms and linking it to a
large comprehensive firm-level dataset (Imita.db), I com-
pare the effects on the performance of firms. I find that the
Export–Import Bank loan raised the long-run profitability
of firms, but that firms which received more flexible forms
of Marshall Plan aid (‘ERP-lire’) raised their performance
much more than Export–Import Bank recipients. Recipi-
ents who only received funds provided with long delays
(‘ERP-dollars’) did not benefit from them. This evidence
suggests that rather than receiving foreign aid per se, the
most crucial features of reconstruction aid in Italy have
been obtaining the requested goods on time and adjusting
requests to receive the most needed productive goods.
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During the reconstruction phase that followed the SecondWorldWar, Italian businesses required
significant technological modernization to compete internationally and export high-quality prod-
ucts to foreign markets. Meanwhile, the United States began to establish the Western economic
system. Over the decade 1947‒57, the United States provided two major forms of aid to enter-
prises in relatively backward Italy as part of its ‘politics of productivity’: Export–Import Bank and
Marshall Plan loans.1 Although the programmes differed greatly in detail, the U.S. aid to firms
primarily consisted of sending technologically advanced machinery to Italian firms: the slogan
‘meno maccheroni, più macchinari’ (less macaroni, more machinery) embodied the ideology of
productivity that the United States diffused across Western Europe.2
Although the effects of U.S. aid on the economy of receiving countries in the history of the post-

SecondWorldWar European reconstruction period have beenwidely debated (see section I), there
is a growing consensus on the positive effects of such aid on the economy of receiving countries.
Among the different forms of U.S. aid, the European Recovery Program (ERP, or Marshall Plan)
received the largest attention among researchers. De Long and Eichengreen defined the ERP as
‘history’s most successful structural adjustment program’, and Luce dates back the beginning of
the ‘American Century’ from this programme.3 In recent interpretations, the Marshall Plan is
often presented as a prerequisite for the economic prosperity of Italy in the late 1950s and early
1960s.4 Moreover, recent studies on Italy found large quantitative effects of the Marshall Plan
infrastructure reconstruction,5 and of the U.S. Technical Assistance and Productivity programme
on the productivity of receiving enterprises.6 The exchange of managerial practices, also with
technical visits to American firms, was particularly important in this process.7
The question onwhich features of theMarshall Planmade it successful has been contested. For

example, Gianni Toniolo argued that the Marshall Plan has been important to Italian growth not
much for its size (2 per cent of Italy’s gross domestic product, or GDP, in 1948‒52), but because it
allowed post-war settlement by loosening the ‘dollar gap’ of Europe thanks to the import of U.S.
materials and goods.8 The plan had strong political motives, such as societal stability to prevent
the communist threat, and it may be considered part of other Cold War diplomacy instruments,
such as the North Atlantic Treaty.9 Some scholars on the history of theMarshall Plan also stressed

1Maier, ‘Politics of productivity’; D’Attorre, ‘Possiamo essere prosperi’.
2 D’Attorre, ‘Possiamo essere’, p. 74.
3 De Long and Eichengreen, ‘Most successful structural adjustment program’. See also Eichengreen, ‘The European
economy’, pp. 52–70.
4 See especially Fauri, ‘Marshall e l’Italia’.
5 Bianchi and Giorcelli, ‘Reconstruction aid’.
6 Giorcelli, ‘Long-term effects’.
7 See Kipping and Bjarnar, ‘Americanisation of European business’; Zeitlin and Herrigel, ‘Americanization and its limits’;
and for a focus on Italy, Lavista, ‘The controversial Americanisation’.
8 Toniolo, ‘Italy’s economic growth’, p. 20. See also Graziani, ‘Lo sviluppo’, p. 42.
9 For Italy, see Ginsborg, ‘Storia d’Italia’, pp. 152‒3.
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268 MARTINEZ

that economic narratives frequently marginalize the role of political elements in explaining the
success of the programme.10
However, none of these contributions explicitly addressed the central question of how specific

aspects of the programme, influenced as they were by political and economic factors, contributed
to its economic success. As a result, the prevailing narrative is able to assess the positive benefits
of the programme onmany economic indices at themacro-economic level, but it can only provide
preliminary explanations for the underlying mechanisms of the largest foreign aid programme in
history.
This study contributes to remedying this gap by investigating the micro-level impact of the fact

that despite all U.S. aid having to be repaid by Italian recipient firms, there were important differ-
ences among sub-programmes. The foreign aid programmes under study are the Export–Import
Bank loan (henceforth EIB), the Marshall Plan ERP-dollars loan (henceforth ERP-dollars) and
the Marshall Plan ERP-lire loan (henceforth ERP-lire). The EIB was provided from 16 December
1947 and provided all types of productive goods requested by firms, ranging from raw materials
to machinery. The programme conditions successfully adapted to the changing needs of firms.
The ERP-dollars loan was provided from 3 December 1948, although there were delays of up to 1
year in the provision of machinery, and only allowed to import machinery from the United States.
The administrative were particularly strict. The ERP-lire credit was opened on 21 August 1949.
It emphasized a timely provision of machinery and provided large flexibility in terms of import
conditions as a result. In this study, I gather the data needed to analyse the differences in impact
of U.S. reconstruction aid on the outcomes for receiving enterprises.
This research investigates yearly balance sheet data of Italian firms who received Marshall

Plan loans and of firms who were eligible for and received a similar type of aid, the EIB loan.
Using propensity score matching and difference-in-difference methods, I find that the EIB loan
was a source of profitability growth for Italian firms. Marshall Plan assistance which included
ERP-lire loans was even more effective. This finding suggests that one of the fundamental fea-
tures of the effectiveness of the Marshall Plan for Italian firms was not simply receiving more or
less money, but receiving enough of it to acquire useful productive goods supplied on time.

I HISTORICAL BACKGROUND: ITALY AND THEMARSHALL
PLAN

Italy received many forms of reconstruction aid prior to, during, and after the well-known Mar-
shall Plan. This section provides an overview of the debate on the effects on the Marshall Plan
and its interaction with Italian domestic policies.
The period between 1955 and 1963 is often referred to as the ‘ItalianMiracle’, as Italy was able to

achieve the contrasting objectives of very high productive investments, equilibrium in the balance
of payments, and monetary stability.11 However, in 1947 the Italian economic situation was far
from miraculous. Italy was lacking U.S. dollars, as other European countries.12 Many essential
goods could only be bought in the United States, and dollars kept in European reserves moved

10 Gimbel, ‘The origins’; Hogan, ‘The Marshall Plan’.
11 Graziani, ‘Lo sviluppo’, p. 36.
12 Frieden, ‘Global capitalism’.
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IT’S NOT ABOUT THE MONEY 269

to the United States. or to other countries that were believed to be safer.13 Another immediate
problemwas the high inflation rate,which peaked in 1947 before stabilization policies took place.14
The balance of payments was in a vicious circle: Italy needed imports to grow because it lacked

rawmaterials, but to pay for imports, Italy also had to export, and to export, it also needed a com-
petitive production structure. Importing raw materials and advanced machinery was thought to
solve the issue of the balance of payments. Luigi Einaudi was the governor of the Bank of Italy
between 1945 and 1948. Under the ‘Linea Einaudi’, Italy chose tight monetary policies to stabilize
its currency. In this period, the state supported exporting enterprises, limiting internal consump-
tion, and public expenditure.15 The main objective was financial stability, so large investment
schemes were avoided until late 1949 to prevent excessive inflation.16
Italy extensively relied on foreign aid from 1943 to 1951 (see appendix table A1). By the end of

1947, Italy had already received 2.392 million 1947 USD in aid from the Allies, with the United
States providing 80 per cent of it (see appendix table A1, panel A).17 Marshall Plan aid to Italy
amounted to 1.079 million 1947 USD,18 under half of pre-Marshall Plan aid. However, unlike
Marshall Plan aid, foreign aid up to 1947 aimed at the immediate relief of war-related destruc-
tion for civilians (providing pharmaceuticals and foodstuffs) and firms (providing rawmaterials),
rather than ‘projecting a new future’.19 Furthermore, with the exception of UNRRA aid, the Ital-
ian government could not predict for how long a given form of aid would be provided because it
was provided on an irregular schedule.20 Additionally, only a small portion (about 9 per cent) of
such funds directly benefitted firms: of 110.1 million USD grants of rawmaterials from the United
Nations Relief and Rehabilitation Administration (UNRRA), 80 per cent were accrued by North-
ern Italian firms. Most of the 102 million USD credit from the Export–Import Bank was devoted
to firms located in the North (see section I and figure 2).
In addition to foreign aid, from the end of 1947 the Italian government provided a major finan-

cial credit of 65.7 billion lire (105.12 million USD) to 67 firms, known as the Fondo Industria
Meccanica (FIM).21 The FIM targeted financially distressed firms in themechanical sector. It gave
these firms bailout financial resources. A main objective was to protect workers from unemploy-
ment, and this objective was accomplished. However, the financial effectiveness of the FIM has
been questioned, especially becausemore than half of this substantial credit could not be repaid.22
Figure 1 shows the remarkable GDP per capita growth of Italy from 1945 to 1963 (panel A) and

the ratio of Marshall Plan funds to GDP between 1948 and 1953, which ranged between about 6
per cent and 1 per cent (panel B).
The most studied foreign aid programme by far is the Marshall Plan, or European Recovery

Program (ERP). The main purpose of the ERP was to put Western Europe in a condition of

13 Gualerni, ‘Ricostruzione e industrira’, pp. 40‒1.
14 Banca d’Italia, ‘Relazione per l’anno 1946’.
15 See Saraceno, ‘Ricostruzione e pianificazione’, among others.
16 De Cecco, ‘Economic policy’, pp. 156‒80; Bottiglieri, ‘Italia centrista’.
17 Kamarck, ‘Politica finanziaria degli alleati’, estimates that the costs of the Allied occupation to the Italian government
were roughly equal to the amount of aid received by the Allies up to 1947.
18 Fauri, ‘Marshall e l’Italia’, p. 176.
19 Zamagni, ‘Betting on the future’, p. 284; see also Bianchi and Giorcelli, ‘Reconstruction aid’.
20 Kamarck, ‘Politica finanziaria degli alleati’.
21 Lombardo, ‘L’IMI’, p. 398.
22 Fauri, ‘Marshall e l’Italia’, pp. 129‒30.
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270 MARTINEZ

F IGURE 1 Italian GDP and the contribution of the Marshall Plan (2022 USD). Sources: Baffigi, ‘Italian
national accounts’ and Baffigi et al., ‘Data appendix’, for the GDP; Lombardo, ‘L’IMI’, pp. 169‒70, for allocated and
received ERP aid (note that the amount is the aid received up to 30 June of each year, but for 1949, it is the aid
received from 1 April 1948 to 30 June 1949); Istat (2023) for the consumer price index used to deflate aid amounts.
[Colour figure can be viewed at wileyonlinelibrary.com]

F IGURE 2 The EIB post-war reconstruction credit. Sources: Serie Mutui, IMI-Sanpaolo Historical Archive.
1951 provinces from ISTAT. [Colour figure can be viewed at wileyonlinelibrary.com]

economic independence by 1952. This economic independence was believed to be a precondition
to a political independence. The main pillars of the programmes were first, a European-wide
integration effort to allow Europe to be independent from further foreign aid; second, an increase

 14680289, 2025, 1, D
ow

nloaded from
 https://onlinelibrary.w

iley.com
/doi/10.1111/ehr.13349, W

iley O
nline L

ibrary on [27/01/2025]. See the T
erm

s and C
onditions (https://onlinelibrary.w

iley.com
/term

s-and-conditions) on W
iley O

nline L
ibrary for rules of use; O

A
 articles are governed by the applicable C

reative C
om

m
ons L

icense



IT’S NOT ABOUT THE MONEY 271

of European production; and third, the ‘American contribution’,23 which can be interpreted
as intervention to promote the economic integration of an anti-communist Western European
economic system led by the United States.24
Early studies held that the ERP has had far-reaching political and economic consequences on

recipient countries and that it pushed them into sustained economic growth.25 Milward ques-
tioned the economic effectiveness of the Marshall Plan, and argued that its amount was too small
to accelerate recovery in recipient countries,whose rates of growthhad already reachedhigh levels
by 1947.26
Later studies mitigated this view and stressed the consequences of the Marshall Plan in terms

of political alignment of Western Europe with the United States,27 successful economic integra-
tion,28 and technological transfer29 in specific regions of Europe. Pollard argued that ‘Beyond
this, however, the economic effects of this grandiose and politically motivated program provided
to be minimal’.30 A more recent reading by Steil argues that the economic effects of the Marshall
Plan remain unknown.31 Esposito partially contrasted this view focusing on the cases of Italy and
France.32 She shows that the counterpart funds, which the United States used to keep track of
how the aid was invested by recipient countries, were in fact largely used to further the political
agenda of the Italian government,which promoted deflationarymeasures in contrastwith theU.S.
objectives of full employment and large investments. Zamagni also provides a sectorial analysis
which describes how the Italian economic policy often clashed with the United States economic
imperatives.33
According to Charles S. Maier, the Marshall Plan reduced distributional conflicts by promot-

ing U.S.-style scientific management practices, so that the ‘politics of productivity’ paid off in
terms of European growth.34 Extensive firm-level evidence suggests that a spin-off of theMarshall
Plan, the Technical Assistance and Productivity (TA&P), hadmajor impacts on the productivity of

23 The expression ‘American contribution’ originates fromWinston Churchill, who traces the roots of a ‘new international
order, a League of Democracies’ (Churchill, ‘A traveler in war-time’, p. 128) following U.S. intervention in First World War
Europe. ‘Economic and social forces, he [Mr. Wilson] says, are being released upon the world, whose effect no political
seer dare to conjecture’ (ibid., pp. 128‒9). The expression is borrowed here because Churchill depicts the First World War
intervention as an ante litteram politically oriented economic intervention of the United States in Europe.
24 See also Rostow, ‘Memorandum’, quoted in Gleason, ed., ‘Foreign relations’ and Fossedal, ‘Our finest hour’; for Italy, see
Ginsborg, ‘Storia d’Italia’. The Istituto Storico Parri preserves documents on the Marshall Plan reported in Istituto Storico
Parri, ‘L’ERP in Italia’, which help to clarify how U.S. propaganda interpreted the aims of the ERP.
25 See for example Ellis, ‘Economics of freedom’; Price, ‘Marshall Plan and its meaning’; Kindleberger, ‘Power and money’.
26 See Milward, ‘Reconstruction of Western Europe‘, p. 97. The Marshall Plan’s aid amounted to about 2% of yearly GDP of
recipient countries (Reichlin, ‘Marshall Plan Reconsidered’), although it represented about 5% of Italian GDP in 1948‒9
(see fig. 1, panel B).
27 Hogan, ‘The Marshall Plan’; De Long et al., ‘Postwar economic reconstruction’; Pollard, ‘European economy since 1815’;
Spagnolo, ‘Stabilizzazione incompiuta’.
28 Fauri and Tedeschi, eds., ‘Novel outlooks’.
29 Bianchi and Giorcelli, ‘Reconstruction aid’.
30 Pollard, ‘European economy since 1815’, p. 85.
31 Steil, ‘Dawn of the Cold War’.
32 Esposito, ‘America’s feeble weapon’; idem, ‘Influencing aid recipients’.
33 Zamagni, ‘Betting on the future’.
34 Maier, ‘Politics of productivity’. See also Nuvolari and Vasta, ‘Ghost in the attic?’, for an overview of the Italian innovation
context.
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272 MARTINEZ

individual receiving companies and whole industries. For instance, McGlade and Segreto argued
that ‘it is ironical to observe that, compared to the billions spent to the ERP, the greatest changes
may have occurred through one of its smallest programs in financial terms, the TA&P’.35 Accord-
ing toWasser and Dolfman the TA&P increased the productivity of individual industries by 25–50
per cent within a year after the programme inception in 1948.36 Michela Giorcelli conducts an
extensive empirical study of the long-term impact of the TA&P programme, which focused on
the provinces of Pisa, Vicenza, Monza, Salerno, and Palermo, on the productivity of Italian firms
located in such provinces. She finds that the technology programme led to a cumulative increase
in productivity of around 20 per cent within 10 years.37
Italy received a total of 674 billion lire in Marshall Plan aid, 581 billion (86.1 per cent) of

which were grants to the Italian government.38 Italy used the grants under the supervision of
the U.S. European Cooperation Administration (ECA). The accumulation of such grants took
place in the following manner: the Italian government had to anticipate purchases of U.S. goods
(primarily cotton and cereals) on behalf of Italian consumers and firms and then sell them to
Italian importers according to the U.S. price. Once the goods were sold to Italian importers, the
corresponding lire amount was not returned to U.S. producers, but instead accumulated into a
‘counterpart fund’, or lire fund, which belonged to the Italian Treasury. Italy used this fund for
its own investment and development purposes, with a focus on public works, land reclamation
and agricultural credit, and machinery.39 The mechanism was the same as previously established
by UNRRA, but on a much larger scale. It is important to note that recipient Italian firms who
imported U.S. goods were always required to pay them back to the Italian government.40

II THEMAIN U.S. RECOVERY LOANS TO ITALIAN FIRMS

Foreign aid financial conditions were generally good,41 but there were also major differences in
the specific features of each sub-programme. For this reason, this section studies the nature and
conditions of the main funding schemes under consideration: the EIB, the ERP-dollars, and the
ERP-lire loans.
In January 1947, the Prime Minister of Italy, Alcide de Gasperi, visited Washington, D.C. and

received a 50 million USD check from the U.S. Secretary of Treasure John W. Snyder, the first
tranche of the promised 100 million USD EIB loan.42 The use of the loan was conditioned on raw

35McGlade and Segreto, ‘Zio Sam ingegnere’, p. 11. The USTA&P was one the few foreign aid programmes to survive after
the Korean War of 1950. However, after the resignment of Paul Hoffmann from the European Cooperation Agency (ECA)
and the Mutual Defence Assistance Act, the goals were shifted frommanagerial training to increased military production
under North Atlantic Treaty Organization (NATO) production contracts (OSF), up to its end in 1958. See also Geiger and
Sebesta, ‘National defense policies’; McGlade, ‘From business reform programme’, pp. 28‒9; idem, ‘Americanization’, pp.
64‒73; Boel, ‘European Productivity Agency’. Carew, ‘Labour under the Marshall Plan’, pp. 175‒6 and Fauri, ‘Marshall e
l’Italia’, pp. 257‒69, provide less optimistic portrayals of the TA&P.
36Wasser and Dolfman, ‘BLS and the Marshall Plan’, p. 49.
37 Giorcelli, ‘Long-term effects’.
38 Fauri, ‘Marshall e l’Italia’, pp. 175‒6.
39 Fauri, ‘Marshall e l’Italia’, p. 180.
40 I thank an anonymous referee for pointing out this issue.
41 See Fauri, ‘Marshall e l’Italia’, p. 197.
42 Carli, ‘Cinquant’anni’.
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IT’S NOT ABOUT THE MONEY 273

materials and machinery to be acquired from the United States, with the official aim of restor-
ing the industrial capacity of Italy and to promote Italian exports. The Istituto Mobiliare Italiano
(or IMI) managed the loan. Since its foundation in 1931, the IMI has been the main provider of
medium- to long-term loans to Italian firms.43 The loan was initially dedicated to the steel and
iron works, electromechanics, chemical, and rubber sectors, but was extended to other industries.
This loan has received considerably less scholarly attention than its more famous sibling, the

Marshall Plan.44 One reason could be its smaller size. Indeed, this loan amounted to approxi-
mately 100 million 1947 USD, or 1 billion 2010 USD, which is a small sum compared with the 670
million 1947 USD, or 6.7 billion 2010 USD, that Italian firms received through all Marshall Plan
sub-programmes (see appendix table A1, panel B).45 One of the most complete assessments of the
loan produced so far is the second volume of the publication series on the IMI, by Lombardo.46
This book also provides a list of receiving companies and informs us about whether each firm also
received ERP aid.
The Export–Import Bank is the official Export Credit Agency of the United States government.

Roosevelt established the bank in 1934. Prior to the Second World War, the Bank was used to
fund large-scale projects, particularly in Latin America. Following the Second World War, U.S.
President Harry Truman employed it to launch the first reconstruction programmes in Europe to
assist these countries in their recovery. Similarly to the Marshall Plan, these funds were intended
to raise the production of goods and services that could be swapped for U.S. goods and services.47
However, unlike the Marshall Plan, the Export–Import Bank did not only serve government’s
interests, as it was also interested in having the funds paid back on time. This is perhaps one of
the reasons why the Bank conceded credits to only three European countries after the Second
World War: a credit of 550 million USD to France, 50 million USD to the Netherlands, and 100
million USD to Italy.48
This paragraph provides more details about the technical features of the credit in question (see

sections II and III for further details). The eligible companies would not receive resources in the
form of direct financing, but would instead have access to a line of credit with pre-approved U.S.
banks through which they could pay for orders for production materials (raw materials, fuel, and
machinery) for which the firms applied in detail (see figure 5 for an example). The yearly interest
rate was set at 3.5 per cent, but the Italian Ministry of Treasury could add another 2 per cent to
cover overheads incurred by the supported firms.49 As a result, whilst the interest rate of 3.5 per
cent was advantageous in comparisonwith the official interest rate of 5.5 per cent during the Linea
Einaudi period, the Italian government could raise it until it was no longer advantageous in terms
of credit cost. Despite this, the loan could be conveniently repaid over a long period of 4–15 years,

43 Castronovo, ‘Storia dell’IRI’.
44 Pietrangeli, ‘Sources’.
45 The sum of aid received by firms is less than the total ERP amount received by Italy provided in sect. I because, aside
from ERP-dollar loans, the Italian government devoted a share of about only 20% of the lire fund to support the technical
modernization of firms, and the rest of it was devoted to agriculture, public works, and other investments (see Fauri,
‘Marshall e l’Italia’, p. 180).
46 Lombardo, ‘L’IMI’.
47 Pesenti, ‘Il piano Marshall’; Fauri, ‘Marshall e l’Italia’; Lavista, ‘Ricostruzione e sviluppo’.
48 Becker and McClenahan, ‘Export–Import Bank’, offer a complete explanation of the bank’s aims and funded projects.
Their book has informed this paragraph.
49 Segreto, ‘Il prestito dell’Eximbank’.
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274 MARTINEZ

TABLE 1 Use of the EIB loan (thousands of 1947 U.S. dollars)

Enterprise group Agreed sum Credit received

Group A 43 300 46 200
Group B 32 000 34 332
Group C-Y 22 000 16 768
Compagnia Nazionale Artigiana 4625
Total 97 300 101 925

Sources: Lombardo, ‘L’IMI’, p. 118 and Pietrangeli, ‘Sources’, p. 108.

with extensions authorized.50 In addition, this credit was also open to financially distressed firms
which would have struggled to find other forms of financing. Receiving enterprises were limited
in their use of the funds since they could only buy U.S. items in U.S. currency.
Table 1 presents the use of the credit by size of the receiving firm. The loan recipients

were divided into groups according to size. ‘Group A’ companies were selected directly by IMI
and were major names in the Italian industrial scene: Fiat, Montecatini, Falck, Pirelli, OTO,
Navalmeccanica, Cantieri Riuniti dell’Adriatico, Ansaldo, SIAC, ILVA, Dalmine, and Terni. This
group of 12 companies received a total of 46.2 million U.S. dollars (in 1947 prices). ‘Group B’
received a total of 34.3 million U.S. dollars (in 1947 prices), and the smaller group C-Y a total
of 16.8 million U.S. dollars, with no single company receiving more than 500 000 U.S. dollars. The
remaining 4.6 million U.S. dollars were invested in small enterprises belonging to the Compagnia
Nazionale Artigiana (National Craftsmanship Group). Investments in machinery accounted for
32.5 per cent of the credit (approximately 33 100 million 1947 USD), more than double compared
with the planned 15 per cent.51 Therewas awide variability in investment inmachinery across sec-
tors, ranging from 0 per cent in craftsmanship to 65 per cent in textiles (see appendix table A2).
Mechanical and steel and iron industries received the lion’s share of the EIB credit (66.6 per cent),
whilst the remaining industrial sectors received less than 10 per cent each (see appendix table A3).
All companies except the ones in group A had to apply to receive the loan. A first selection was

based on eligibility criteria. Once this selection was passed, administrative–technical inspectors
assigned by IMI visited each company they had not inspected before to decide whether to give the
loan and the amount.52 Over the years, the criteria to accept a company into the loan became less
strict to adapt to international and national trends. Most of such trends were due to the changing
business needs of the companies, and the introduction of the more extensive Marshall Plan. In
particular, the Marshall Plan funds initially provided mostly raw materials to firms, so that many
companies began to use the loan to buy more machinery instead of fuel or raw material. The
companies received small loan instalments from September 1947, althoughmost of them received
the first tranche of the loan after 1949.53
After the Law of 3 December 1948 n. 1425, Italian firms started to receive ERP aid to acquire

productive goods imported from the United States. The main subjects involved in the programme
were the IMI, who managed the loans, the ECA, who approved the funding to each country and
to each firm, and the U.S. and Italian governments.

50 Lombardo, ‘L’IMI’.
51 Lombardo, ‘L’IMI’, p. 127.
52 The IMI representative did not inspect companies that were already known by IMI.
53 IMI, ‘Loan from the Export–Import Bank’.
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IT’S NOT ABOUT THE MONEY 275

Firms did not apply for loans directly as they did with the Export–Import Bank. Rather, each
firm had to request and then purchase U.S. machinery from the Italian government, which had
ordered them in U.S. dollars (hence the name, ERP ‘dollars’) on behalf of the firms that had
requested them. The Italian government anticipated the amount through a specific loan with
the Export–Import Bank. The ERP-dollars could only be used to import ‘instrumental goods’ that
were technologically advanced enough to be found only in theUnited States.54 Similarly to the EIB
loan, 52.8 per cent of ERP-dollars aid were devoted to mechanical and metal-making industries,
but more industries received funds than under the EIB loan (see appendix table A3).
The procedure was slowed down by a series of authorizations that the ECA had to provide.

First, the ECA had to authorize the total amount of goods to be imported into each country and
the share of such goods to be imported as loans and as grants to each recipient country. Second,
strict criteria were used to select which firms would receive the loans each trimester.55 Finally, the
ECA authorized the purchase (allocation) of goods for each country.56 As a result of this lengthy
procedure, there were initially delays in the allocation of the requested instrumental goods to the
firm who requested them of up to 1 year in the year of the request. By 1 February 1949, only 4 mil-
lion USD loans were conceded by the ECA out of 92 million USD of requests, 42 million of which
were already authorized by IMI.57 Such delays were key to motivate the introduction of ERP-lire.
Because the Italian government sought to quickly accumulate counterpart funds to pursue

reconstruction and development objectives, it initially prioritized goods that could be easily sold.
As a result, rawmaterials (cotton, fuel, and coal) and cereals accounted for 74 per cent of the goods
imported through ERP in 1948.58 The composition of goods gradually shifted to machinery, but
still only 15.5 per cent of the total imported goods between 1948 and 1951 were machinery. For this
reason, and due to pressures by the ECA to invest more in productive goods,59 on 21 August 1949,
the Italian government decided to invest 32 million USD of the newly created fondo lire into an
‘ERP-lire’ fund.
The ERP-lire supported the modernization of the productive structure, bypassing the admin-

istrative challenges of ERP-dollars. The ERP-lire fund exclusively provided productive goods and
it targeted a wide variety of industrial sectors (see appendix table A2). Firms had much easier
access to ERP-lire credit than for ERP-dollars. In contrast to ERP-dollars aid, the ERP-lire funds
were to be used to purchase goods available in Italy. Firms could also purchasemachinery abroad,
in the local currency, with a preference to Europe over the United States, but only if they were not
available in Italy.60 The ERP-lire was the first of a series of investments made using the lire coun-
terpart funds to modernize the Italian industry (see appendix table A1, panel B).61 Machinery

54 For more details, see Spagnolo, ‘Stabilizzazione incompiuta’, p. 139 and Fauri, ‘Marshall e l’Italia’, pp. 157‒67.
55 Lombardo, ‘L’IMI’, pp. 228‒30.
56 Spagnolo, ‘Stabilizzazione incompiuta’, pp. 121‒61.
57 See Lombardo, ‘L’IMI’, pp. 180‒1 and Fauri, ‘Marshall e l’Italia’, pp. 196, 234.
58 Fauri, ‘Marshall e l’Italia’, p. 169.
59 D’Attorre, ‘Possiamo essere’, p. 74; Steil, ‘Dawn of the Cold War’, pp. 353‒5.
60 See Lombardo, ‘L’IMI’, pp. 188‒91, for the political debates around the decision to allow purchases through the lire fund
outside of the dollar area.
61 The additional lire funds targeted specific sectors or were managed by other institutions than IMI, which makes it
difficult to find firm-level information (see IMI, ‘Guida all’Archivio Storico’, p. 43).
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276 MARTINEZ

F IGURE 3 Firms receiving ERP aid (ERP-dollars and ERP-lire). Source: Serie Mutui IMI, IMI-Sanpaolo
Historical Archive. 1951 provinces from ISTAT. [Colour figure can be viewed at wileyonlinelibrary.com]

would later account for 152 billion lire, or 23.4 per cent of the total ERP investments, just below
land reclamation and rural credit.62
Table 2 summarizes the key features of the EIB, ERP-dollars, and ERP-lire programmes. The

ERP aid programmes are the ideal benchmark programmes as they resemble the EIB loan pro-
gramme in large parts, including the average loan amount received by each firm, but they differ in
terms of administrative procedure and timing of access to the technology transfer. Such technol-
ogy transfer was arguably quick and flexible for ERP-lire aid because it was channelled through
imports of machinery also available in Italy and could be paid for in lire or other European cur-
rencies; it was more difficult for ERP-dollars because the machinery had to be American; and it
was intermediate for EIB loans because, whilst goods had to be American, firms could request
a broader range of goods, such as semi-finished products, and change their requests if needs
changed. It is also worth noting that firms started to benefit from EIB loans 1 year before ERP
loans.
Figure 3 shows the geographical distribution of firms receiving ERP credits.63 Firms receiving

ERP aid were geographically concentrated in the Centre and North-West (figure 3a), but there
were also peaks in the amount of aid in provinces of the South such as Palermo and of the North-
East such as Venice (figure 3b).
The number of enterprises receiving both ERP and EIB aid was geographically much more

concentrated in the key productive provinces of Italy than the ERP (compare appendix figure
A1 with figure 3). Appendix table A3 shows the sectoral decomposition of ERP aid. The most
prominent sectors were steel and iron works, mechanical, and energy.

62 See Fauri, ‘Marshall e l’Italia’, p. 180.
63 App. fig. A1 shows the geographical distribution of firms receiving both ERP and EIB aid.
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IT’S NOT ABOUT THE MONEY 277

TABLE 2 Key features of the main types of funding of U.S. aid to Italian firms

EIB ERP–dollar ERP–lire
Type of aid to firms Loan Loan Loan

Total interest rate to
be paid by firms

5.5% (yearly) 5.5% (yearly) 5.5% (yearly)

U.S. goods received
starting from

16 December 1947
(after D.M. 16 Dic. 1947)

3 December 1948
(after Law 3 Dic. 1948, n.
1425)

21 August 1949
(after Law 21 Aug 1949, n.
730)

Length of loan From 4 to 10 years
depending on the
industry, extendable to 15

From 6 to 25 years,
depending on the sector
and the firm

Eligibility conditions (1) Previous direct exporter
to the United States (later
expanded)

(1) Machinery should be
only found in the U.S.

(1) Machinery available in
Italy and Europe has
priority over machinery
found in the U.S.

(2) Belonging to
pre-specified sectors
(later expanded)

(2) Productive capacity
should not increase up to
the point of creating
excess demand

(2) Belonging to
pre-specified sectors
(defined by the
ECA/MSA)

(3) Requesting material
admitted be exported
from the U.S. or to be
imported in Italy

(3) Two-step approval by
the U.S. European
Cooperation
Administration (ECA)

(3) Financing to modernize
the machinery

(4) Solid firm status
(financial,
administrative,
technological)

(4) Solid firm status
(financial,
administrative,
technological)

(4) Solid firm status
(financial,
administrative,
technological)

Main creditor Export–Import Bank United States government
(grants), Italian
government (loans)

IMI and Italian
government’s
counterpart funds

Price of the imported
goods

Corresponding price in the
United States (USD)

Corresponding price in the
United States (USD)

Price in local currency
(mostly lire)

Aid devoted to import
machinery (%)

32.5% (70.6% including
semi-finished products)

100% 100%

Total amount of aid
(in million lire)

63 747.5 153 600 22 573.1

Number of recipient
firms

193 358 57

Average loan amount
by firm (in million
lire)

330.3 429.0 396.0

Sources: IMI, ‘Loan’, IMI, ‘Guida all’archivio’, Fauri, ‘Marshall e l’Italia’, pp. 164‒5, 196‒205 and Lombardo, ‘L’IMI’, pp. 114‒93.

III SOURCES

This section introduces the primary sources on which this study is based: the IMI San Paolo
Historical Archives and the Imita database.
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278 MARTINEZ

The IMI SanPaoloHistoricalArchive is themain archive used to find features of eligible firms to
the EIB loan. This paper relies on information retrieved from the archive to identify the names of
the 607 eligible and non-eligible firms and properly categorize their status in the programme. The
loan inventory of the Export–Import Bank is roughly 1.8 km long and was re-organized and made
completely accessible to the public in October 2018.64 However, the data are not digitized, and IMI
has no intentions to digitize them due to the volume of information. Most eligible or treated com-
panies have a dedicated folder that is subsequently organized by subject (for example, general
affairs, accounting, legal, and correspondence with the Export–Import Bank). Each folder con-
tains a wealth of information, including images of manufacturing sites and products, but because
the volume and quality of such qualitative material varies from company to company, compar-
isons are not useful. This valuable information was almost certainly used to persuade Eximbank
that the firm was worthy of receiving credit. The most useful information extracted from the IMI
archives is the full list of applications (name and city) from the IMI Historical Archive (a, Serie
Mutui). The list of applications also includes the ones of firms who dropped out at different stages
of the selection process.
Information was also obtained about the eligibility criteria, the actual amount of money

received from the IMI Historical Archive (b, Inventario Eximbank), and whether the companies
were inspected by IMI from the IMI Historical Archive (c, Relazioni Ispettorato). This last folder
also allows us to differentiate between those who were inspected but did not pass the inspec-
tion and those who received the inspection but did not receive the loan. Unfortunately, the files
for approximately 200 firms that did not obtain the loan are missing, so we only know that they
either abandoned the application or were rejected. Figure 4 depicts an excerpt from the Mutui
series.
Figure 5 depicts two documents from Lancia SpA as an illustration of the information available

for a single firm. Lancia was an automobile manufacturer based in Torino that belonged to group
B. The application folder of Lancia SpA contains the following information: topographic infor-
mation about the company and its industrial plants, a list of requested machinery (for example,
several grinding machines for a total of 172 000 U.S. dollars), information about current versus
maximum output capacity (not shown here) and a statement of expenditures (see figure 5b: pur-
chases from U.S. companies such as mineral oils, laboratory instruments, and gears). The loan
application of Lancia got accepted, and subsequently a line of credit of 1 261 300 000 Italian lire
(equivalent to about 742 800U.S. dollars) was opened by the Export–Import Bank. Lancia received
431 000 000 Italian lire as part of the ERP-dollars loan.65
The IMI Historical Archive (a, Serie Mutui) also provides firm-level information about how

much each firm received through ERP-dollars, ERP-lire, or both credits. This allows us to know
which firms received ERP-dollars and ERP-lire aid as well as the amount received. However, the
folders do not provide detailed information about rejected firms from ERP programmes as they
do for EIB loans. Table 3 presents a small excerpt from the list of companies, based on information
provided by the IMI Historical Archive.
The Imprese Italiane database, or Imita, is a publicly available database containing, among

other information, balance sheet data about Italian joint-stock companies.66 The Imita database
contains the universe of joint stock companies listed in Italian stock markets and all other joint

64 Pietrangeli, ‘Sources’.
65 Lombardo, ‘L’IMI’, 679.
66 Giannetti and Vasta, eds., ‘Italian enterprises’.
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IT’S NOT ABOUT THE MONEY 279

F IGURE 4 List of company names and amount of loan received in 1948. Source: IMI Historical Archive (a,
Serie Mutui).

stock companies based in Italy and whose balance sheet had a company’s capital higher than
a given threshold, which was fixed at different levels in different years.67 The entire dataset
contains 43 776 companies, 337 729 administrators, and 237 851 balance sheets. Balance sheets are
not available for the years of the Second World War (1940‒5).
The Imita database is particularly suited for this study for at least three reasons. First, for 1952,

the closest year to our period of interest for which a benchmark is available, the Imita database

67 Rinaldi and Vasta, ‘Italian capitalism’, and Domini, ‘Innovation and business performance’, have previously used the
Imita database to study business-level outcomes.
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280 MARTINEZ

F IGURE 5 List of requested machinery and statement of expenditures of Lancia SpA. Source: IMI Historical
Archive (a, Serie Mutui), pratica relativa a ‘Lancia SpA’. [Colour figure can be viewed at wileyonlinelibrary.com]

TABLE 3 Extract from the list of companies that applied for the loans

Company name Location
Main line of
business Status Eximbank ERP–dollar ERP–lire

Ansaldo SpA Genova Railway Eligible, treated 2014.5 536 No
BPD Rome Gunpowder Eligible, treated 479 No No
Colorificio Edilac Milano Colourings Rejected in 1948
Dalmine SpA Bergamo Steel Eligible, treated 2282 261 No
Ebanisteria Casalini Faenza Furniture Rejected/abandoned
Fratelli Giannazza Legnano Copper Rejected/abandoned
Geloso SpA Milano Electronics Eligible, treated 138 No No
F.lli Orsenigo Milano Metalwork ERP-lire, treated No No 350
AGIP Mineraria Milano Energy and

extraction
ERP-dollars treated No 481 No

Sources: IMI-Sanpaolo historical archive: serie mutui, inventario Eximbank, relazioni ispettorato.

covers about 25.7 per cent of all Italian enterprises.68 The representativeness is very high in terms
of share capital, as the sample covers more than 85 per cent of the share capital of the Italian cor-
porate universe in all benchmark years. Among the 607 firms eligible for the Export–Import Bank
loan, Imita contains yearly balance sheet data for 295 firms. Of such 295 firms, we have balance
sheet data for 138 out of 257 accepted firms. Moreover, 137 out of 358 firms receiving ERP-dollars

68 Vasta, ‘Firm performance’.
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IT’S NOT ABOUT THE MONEY 281

and 32 out of 57 ERP-lire were linked with Imita balance sheets. Considering the overall coverage
of Imita of about 25 per cent of firms, the number of linked firms is satisfactory, also considering
that the unlinked firms tend to be small and more likely to be not eligible in aid programmes. In
fact, most small firms (società di persone) were not obliged to publish their balance sheet data.
As a result, historical balance sheet data for small firms are extremely difficult to find not just
on Imita but in the historical archives of the Chambers of Commerce (Camere di Commercio) to
which balance sheets were initially deposited.
Second, as the balance sheets provided on Imita provide a shortened version of original balance

sheets, this allows for the calculation of the most important profit-related indicators of firm per-
formance: yearly profits or losses, share capital, total assets, physical assets, cash credits, debts,
and provisions. However, the Imita balance sheets lack labour-related indicators, such as wages
and number of employees. This makes it difficult to compute productivity indicators such as total
factor productivity and labour productivity. Profitability provides a good firm-level indicator of
the economic performance of the firm. The ratio of profits over assets complements profits as
an indicator of economic performance because it accounts for the fact that the size of physical
assets might have increased due to the instrumental goods received with foreign aid.69 To account
for inflation, balance sheet data were deflated and harmonized to 2022 values in euros using the
consumer price index of Istat (2023).70
Third, specific industries were targeted by U.S. aid. The Imita database enables us to sample

enterprises on the basis of their industrial sector up to three ISTAT digits. This aspect of the Imita
database is critical because it allows us to collect balance sheet data for all firms in the same
industrial sector as the ones who received U.S. aid. The only alternative data sources would have
been balance sheets preserved in local Camere di Commercio (Chambers of Commerce), but from
there it would have been impossible to choose a similar selection of firm balance sheets relying
on their industrial sectors rather than on names.71
In this research, I generate a panel dataset from the balance sheets of the entire set of firms on

Imita that are in the same industrial sector as the ones getting the loans. In the following section,
I will discuss the empirical arrangements that must be put in place to make selected and non-
selected firms within specific industries as comparable as possible. Appendix table A4 presents
the three-digit industries of firms who received the EIB, the ERP-dollars, and the ERP-lire credits.

IV EMPIRICALMETHODS

The empirical strategy is divided into three steps. The first step is to create the treatment group
using the newly collected data from the IMI-San Paolo historical archive. The IMI issued a cir-
cular outlining the information/characteristics that were required of all loan applicants. They
were as follows: (1) firm activity focuses on one of the following industries: chemicals, rubber,

69When losses are negative, indexes computed using Imita balance sheets become problematic, as detailed in Vasta, ‘Firm
performance’, p. 157. I thus follow his approach and restrict returns on assets to values ranging between −100% and 100%.
70 Istat, ‘FOI(nt) – indici nazionali dei prezzi al consumo per le famiglie di operai e impiegati. Generale al netto dei tabacchi
(2023)’. https://www.istat.it/it/files//2020/08/coefficienti_annuali_1861_2022.pdf
71 Most historical balance sheet data stored in Italian Chambers of Commerce have been poorly preserved, and balance
sheets are distributed across around 100 separate Chambers of Commerce. As a result, although finding balance sheets
for single companies is doable, it is very difficult to conduct systematic, country-wide, sectorial data collection of balance
sheet data from Chambers of Commerce.
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282 MARTINEZ

electromechanics, and steel and iron works, with more industries added subsequently; (2) pre-
vious direct export activity to the United States; (3) immediate need for additional imported
materials ormachinery from theUnited States; (4) a solid firm status in terms of financial, admin-
istrative, and technological dimensions, as demonstrated by a comprehensive general report (IMI,
1951).72
I assume that such eligibility criteria are weakly related to the productivity of the firm, or other

outcome variables of interest. It was more a political decision to focus on some sectors of the
economy thatwere reputed as strategic for a quick recovery after thewar. TheExport–Import Bank
directly asked group A enterprises to apply for the loan, whilst group B was invited by IMI, and
group C applied independently. This different selection technique among groups has no negative
impact on the overall strategy, as each procedure is related more to the political and strategic
objectives than to the performance measurements of each selected firm.
Following the screening of all qualified submissions by IMI, each firm was examined by an

IMI official in a third and final round of selection. This type of selection is clearly focused on the
firms’ existing productive conditions and short-term export potential. As a result, I am unable to
compare the ‘winners’ and ‘losers’ of this selection round. Indeed, even in the absence of recon-
struction programmes, it is obvious that the productivity levels of the two groups would have
evolved differently. This group of firms, however, is still included in a balance test (see tables 4
and 5).
The applicants had to clarify the purpose of the loan and provide information about the

present performance capabilities and the future work schedule. This so-called General Report
also enclosed balance sheets. The call for applications resulted in 607 requests for financing,
from which 165 companies later got excluded as they did not fit the eligibility scheme and an
additional 100 companies dropped out themselves because they faced a shift in materials needed
or were unable to comply with administrative or delivery delays. In a second selection step,
the IMI conducted an in-depth selection process on the remaining 342 eligible companies: the
information provided by the applicants themselves was scrutinized and extended. To do so,
experts gathered additional knowledge through in-house company visits and by contacting banks
and governmental institutions.
Once the outline reports were gathered, an appositely formed committee negotiated the final

distribution of the loans. Companies in urgent need of raw materials to meet their short-term
production and export targetswere given priority. Similarly, importancewas given to a sound busi-
ness practice and operating capacity. Finally, the Committee, and later, the Eximbank, approved
257 transactions.
I was able to acquire balance sheet data for 138 of these treated enterprises. Figure 6 depicts

the selection process timeline, including the number of firms associated with Imita and available
in each category. Tables 4 and 5 list some of the relevant balance sheet variables for the various
groupings of firms included in the EIB loan. Firms that received the EIB loan were in greater
financial trouble than those that were rejected or abandoned the procedure.
The second step of the empirical strategy consists of defining the control group. We construct

a comparison group composed of similar firms to the treated ones but that did not receive for-
eign aid. The comparison group is based on the pool of publicly listed firms with balance sheets
available on the Imita historical archive. I restrict the set of comparison firms to firms that have
balance sheet information between 1928 and 1968, and to firms belonging to the same industrial
sectors as the treated firms.

72 Istituto Mobiliare Italiano (IMI), ‘Il prestito dell’Export–Import Bank di Washington all’Italia (Rome, 1951)’.
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IT’S NOT ABOUT THE MONEY 283

TABLE 4 Descriptives by subgroup, closest available year before 1948 (million 2022 euros)

Panel A: Eligible and exposed firms

Eligible firms
Received EIB loan
(only)

Received EIB loan and
ERP aid

Mean St. Dev Mean St. Dev Mean St. Dev

Profits/losses −197.8 8712.8 32.4 1326.5 −1960.5 14 347.0
Share capital 7917.2 26 706.2 2888.0 4479.1 18 055.4 45 811.5
Total assets 84 431.9 225 366.0 34 521.0 74 974.3 187 322.3 370 989.2
Physical assets 37 666.3 118 210.7 13 274.5 27 892.8 86 303.2 198 426.3
Inventory 1383.0 3840.6 215.2 394.7 1488.2 2724.5
Cash and credits 19 993.9 51 258.6 7015.2 14 562.4 43 052.8 82 495.9
Debts 43 295.8 102 155.7 19 494.8 46 207.6 101 115.3 164 657.7
Provisions 20 260.3 44 741.0 12 313.6 33 182.9 42 344.7 67 429.6
Observations 231 231 81 81 57 57

Panel B: Candidate control groups of firms
Abandoned Rejected Comparison (Imita)
Mean St. Dev Mean St. Dev Mean St. Dev

Profits/losses 136.5 316.7 1340.5 4376.9 200.5 1228.9
Share capital 1832.9 2248.6 7711.0 27 808.2 2339.6 10 154.1
Total assets 14 046.7 36 812.6 96 240.0 374 908.1 10 629.4 32 868.5
Physical assets 2449.1 2516.3 59 832.2 291 812.9 4239.5 20 561.7
Inventory 612.1 2020.0 3351.3 9723.0 472.2 2387.6
Cash and credits 5231.1 16 587.2 14 384.1 33 876.2 3043.9 9050.0
Debts 10 199.0 31 261.2 27 331.5 58 259.5 5321.9 15 033.9
Provisions 5263.7 15 568.9 14 024.5 23 706.1 3167.4 8148.9
Observations 21 21 121 121 3276 3276

Note: Values are expressed in 2022 euros and are deflated according to the consumer price index of ISTAT. The group of abandoned
firms is composed of firms with ‘missing folder’ which did not receive the loan but that were inspected. The group of abandoned
firms is composed of firms with ‘missing folder’ which were not inspected and of ‘rejected/abandoned’ firms which received no
loan.

To ensure that control firms are similar enough to treated ones, I rely on a coarsened exact
propensity score matching algorithm, matching on financial characteristics of the firms as
reported by balance sheets.73 To avoid confounding the effects of separate programmes, firms that
received ERP aid are excluded from the control group of EIB loans. Similarly, firms that received
EIB loans are excluded from control group firms of ERP loans. Control firms from industrial sec-
tors that are only targeted by ERP programmes are added to their comparison group (see appendix
tables A4, B5, and B6). Tables 3 and 4 display the mean difference for each economic indicator

73 It is possible to distinguish between eligible-treated and eligible-non-treated (abandoned) firms by tracing back the
eligibility criteria and the selection procedure. There are three reasons for which using the propensity score matched set
of firms as the control group is preferrable. First, the definition of the group of abandoned firms relies on assumptions
because the loan data do not clearly distinguish between abandoned and rejected firms. Second, the sample size of the
‘abandoned’ set of firms linked to Imita is small (37). Finally, although according to IMI, ‘Loan’, such firms dropped out
because of ‘increasing difficulties in supplies or changes in their original schedules of work’, the drop-out is a form of
self-selection which may be correlated with firm productivity and profitability.
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284 MARTINEZ

TABLE 5 Difference in means of pre-determined firm characteristics among treated and control firms,
balanced and unbalanced

Panel A: Difference in means among treated and control firms (unmatched)

Mean
Std. Mean
Diff.

Var.
Ratio

eCDF
Mean

eCDF
Max

Treated Control

Profits/losses −303.9 252.7 −0.2 6.0 0.1 0.1
Share capital 3214.1 2659.8 0.1 0.2 0.1 0.2
Total assets 34 089.6 16 217.7 0.3 0.5 0.2 0.3
Physical assets 13 254.7 7718.2 0.2 0.1 0.1 0.3
Inventory 11 708.8 3829.1 0.3 8.6 0.2 0.3
Cash and credits 8698.5 3802.2 0.3 2.1 0.2 0.4
Debts 20 670.3 6843.7 0.3 4.4 0.2 0.4
Provisions 363.6 642.3 −0.4 0.0 0.1 0.2
Panel B: Difference in means among treated and control firms (matched)

Mean
Std. Mean
Diff.

Var.
Ratio

eCDF
Mean

eCDF
Max

Treated Control

Profits/losses 126.0 180.9 0.0 1.4 0.0 0.1
Share capital 1865.4 1898.6 0.0 0.9 0.0 0.1
Total assets 15 858.0 10 723.3 0.1 2.0 0.1 0.2
Physical assets 7297.7 3631.5 0.1 5.6 0.0 0.2
Inventory 4403.2 3858.5 0.0 0.7 0.1 0.2
Cash and credits 3971.3 2956.6 0.1 1.3 0.1 0.3
Debts 9071.7 7510.6 0.0 1.1 0.1 0.2
Provisions 312.8 356.7 −0.1 0.7 0.0 0.1

Note: Propensity score matching is implemented with the coarsened exact matching algorithm. The values of the included factors
are pre-1948. The values are expressed in thousand 2022 euros, deflated according to the consumer price index of ISTAT.

derived from Imita balance sheets. Table 5 and figure 7 illustrate the mean differences between
treatment and control group firms in pre-determined (1948) variables before and after propensity
score matching.
The third and final phase in the empirical technique is to use a difference-in-differences strategy

on a balanced sample to estimate the effect of the loans on the profitability of exposed firms.
The difference-in-difference estimate for the Export–Import Bank effect can be described by

the following equation:

𝑦𝑖𝑡 = 𝛼𝑖 + 𝜆𝑡 + 𝛿[𝐸𝐼𝐵∗𝑌𝑒𝑎𝑟 1948]𝑖𝑡 + 𝛽𝑿𝑖𝑡 + 𝜀𝑖𝑡 (1)

where 𝑦𝑖𝑡 represents the value of net profits (deflated) or the return on assets for firm i at time
t (before or after Year 1948). These variables measure profit and profitability outcomes, and can
be intended as proxies for productivity outcomes.74 The dummy [EIB] takes value 1 if the firm

74 The relationship between profitability and productivity has been empirically tested by Bottazzi, Secchi, and Tamagni,
‘Productivity, profitability’, and Bottazzi et al., ‘Corporate performances’. Giorcelli, ‘Long-term effects’ used total factor pro-
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IT’S NOT ABOUT THE MONEY 285

F IGURE 6 Graphical representation of the selection process and sample size by group for the EIB loan.
Source: Author creation based on IMI-Sanpaolo historical archive and IMI, ‘Loan’. The number of firms is the
number of firms linked with the balance sheets of the Imita historical archive.

F IGURE 7 Difference in means in pre-determined characteristics between firms belonging to treatment
(EIB) and propensity score matched control groups. Note: All variables are deflated and converted to thousand
2022 euros. Source: Author creation of the database constructed for this study, based on the IMI-Sanpaolo
historical archive and the Imita.db sources. [Colour figure can be viewed at wileyonlinelibrary.com]
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286 MARTINEZ

TABLE 6 Effects of U.S. aid on Italian firm profits (in thousand 2022 euros)

Unmatched, only EIB Matched, only EIB Matched, EIB + ERP
(1) (2) (3) (4) (5) (6) (7) (8) (9)

EIB treated 174.8 312.9 1479.9 311.5
(329.6) (203.8) (899738352.1) (351.0)

1948 472.2** 129.8** −14.5
(213.0) (64.7) (371.2)

EIBx1948 3064.6 4583.1 3540.7 1091.0 1603.3** 1676.5** 1039.3* 907.1 1023.7*
(2742.7) (4118.0) (2245.7) (720.1) (794.6) (847.3) (623.0) (567.3) (591.3)

Observations 42 447 42 447 42 304 28 720 28 720 28 652 30 337 30 337 30 269
Adjusted R2 0.003 0.369 0.436 0.011 0.266 0.273 0.006 0.326 0.338
Covariates NO NO YES NO NO YES NO NO YES
Firm FE NO YES YES NO YES YES NO YES YES
Year FE NO YES YES NO YES YES NO YES YES

Note: Covariates include: North-Centre-South, industrial group, and industrial sector. Standard errors clustered at the firm level
are reported in parentheses. Values are deflated according to the Istat consumer price index and expressed in thousand 2022 euros.
*p < 0.1, **p < 0.05, ***p < 0.01.

is treated by the EIB programme and 0 otherwise. The dummy [Year 1948] takes value 1 if the
observation for firm i refers to a year after 1948 and 0 otherwise. The interaction coefficient 𝛿 is the
difference-in-differences estimate of the effect of the programme. 𝛼𝑖 represents the firm FE and
𝜆𝑡 represents the year fixed effects. I also include time-invariant covariates and fixed effects (𝑿𝒊):
a macro-area variable (North, Centre, and South), industrial group fixed effects, and industrial
sector fixed effects. Standard errors are clustered at the firm level. Themodel to estimate the effect
receiving the ERP-dollars and ERP-lire loans is the same but it is based on a different matched
sample of firms, which includes firms belonging to the industrial sectors which received ERP aid
and excludes EIB recipient firms (see appendix table A4).

V RESULTS

At a first glance, the EIB loan appears to have had large effects on the profitability of affected
firms. The loan raised the profits of exposed firms by nearly 1 675 000 (2022) euros on average
(table 6, column 6). Appendix table B1 shows that the results are robust to alternative clustering
of standard errors. The average level of earnings on thematched sample prior to loan exposurewas
around 126 000 (2022) euros (table 5), indicating a more than 10-fold increase in average profits of
exposed enterprises.
The effect on net profits may be overestimated despite firm fixed effects if the size of firms

exposed to the loan increase more over time than the ones not exposed. This may happen because
the loans were provided to increase the fixed capital. For this reason, I also show the effects on
the returns on assets (see appendix tables B1, B2). The EIB credits also lead to about 3.5 per cent
higher returns on assets return than non-exposed firms (see appendix table B1, panel B). The effect

ductivity as main outcome variable. This variable cannot be obtained in this paper because it requires information on the
labour share, which can only be gathered from the Note Integrative (additional notes) of the balance sheets and that are
not available on the Imita balance sheets.
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IT’S NOT ABOUT THE MONEY 287

TABLE 7 Effects of the exposure to the Export–Import Bank loans on firm profits (deflated), by macro-area
(North, Centre, and South)

Matched North Matched Centre Matched South
EIB + ERP Only EIB EIB + ERP Only EIB EIB + ERP Only EIB
(1) (2) (3) (4) (5) (6)

EIB treated x 1948 1099.1* 1185.0 −254.2* −113.2 182.5*** 182.5***
(585.5) (840.5) (134.0) (158.5) (59.0) (59.0)

Observations 24 762 23 803 3238 3020 504 504
Adjusted R2 0.278 0.253 0.480 0.508 0.069 0.069
Firm FE YES YES YES YES YES YES
Year FE YES YES YES YES YES YES

Note: The following covariates are included in all models: North-Centre-South, industrial group and industrial sector. Standard
errors clustered at the firm level are reported in parentheses. Values are deflated according to the Istat consumer price index and
expressed in thousand 2022 euros. *p < 0.1, **p < 0.05, ***p < 0.01.

when not matching treated and untreated firms was inflated by the fact that control firms were
substantially smaller on average than those receiving the loan (table 6, columns 1–3).
When I include firms which received both EIB and ERP loans, the increase is smaller in size

and only slightly significant (see table 6, column 9). However, when excluding provinces exposed
to the Technical Assistance and Productivity (TA&P) pilot programme and firms belonging to
the metal making industry, which received other forms of assistance (see section I), the results
are slightly larger and more significant (see appendix table B3). This suggests that the estimated
effects of EIB and ERP are a lower bound to the estimated effects once the confounding of the
effect of different programmes is accounted for.
How persistent were the effects of the EIB programme? Figure 8 depicts the yearly event-study

estimates of the EIB programme on business profitability. The effects are significant already in
the 1950s, despite high volatility in the profits of exposed firms.75 Importantly, the patterns of
profitability before the firms received the loan are similar in magnitude and statistically indistin-
guishable to thematched control group, supporting the parallel trends assumption. The effects on
profits are no longer significant from 1963 onwards, although they remain significant and tend to
increase for the returns on assets (see also appendix table B2). The effects on the returns on assets
for firms which received both EIB and ERP loans take more time to show up, possibly because of
worse starting positions in terms of business performance (see tables 3 and 4), but they remain
significant in the late 1960s as well, whilst the effects on net profits fade out (see appendix table
B2). The findings suggest that despite different short-term effects on profits, higher for EIB recipi-
ents and weaker for recipients of both EIB and ERP, all aid recipients managed to consolidate this
short-term growth and increase their returns on assets in the long term.
The average effects of foreign aid mask important regional differences (see table 7). The effects

on profitability are heterogeneous acrossmacro-area (North, Centre, and South). The loan signifi-
cantly increased the profitability of exposed enterprises in both theNorth and the South.However,

75 The confidence intervals of the estimates are much smaller when clustering standard errors at the level of the industrial
sector than when clustering them at the firm level (see app. tab. A1 and compare fig. 8a with b). This can be explained with
the similar profitability patterns and firm size within industrial sector. Estimates clustered at the firm level are presented
as the main results because first, they are more conservative, and second, because firms, rather than entire industrial
sectors, were the main unit of exposure to foreign lending.

 14680289, 2025, 1, D
ow

nloaded from
 https://onlinelibrary.w

iley.com
/doi/10.1111/ehr.13349, W

iley O
nline L

ibrary on [27/01/2025]. See the T
erm

s and C
onditions (https://onlinelibrary.w

iley.com
/term

s-and-conditions) on W
iley O

nline L
ibrary for rules of use; O

A
 articles are governed by the applicable C

reative C
om

m
ons L

icense



288 MARTINEZ

F IGURE 8 The impact of U.S. aid on the profitability of Italian firms, compared with propensity score
matched firms of the same industries from the Imita database. Notes: (1) Values are expressed in thousand 2022
euros. Each year’s profits are deflated according to the Istat consumer price index. (2) The control group is
specified according to the coarsened exact propensity score matching algorithm. (3) Panel (a) includes the
following covariates: North-Centre-South, industrial group, and industrial sector. Panel (b) includes the following
covariates: North-Centre-South and industrial group. Source: Author creation of the database constructed for this
study, based on the IMI-Sanpaolo historical archive and the Imita.db sources. [Colour figure can be viewed at
wileyonlinelibrary.com]

in central Italy, Marshall Plan aid even led to a decline in business profitability, whilst EIB aid
did not have effects. The fact that the Centre did not benefit from foreign aid suggests that only
specific types of firms had the necessary productive structure to benefit from it: in 1951, labour
productivity in the Centre was much lower than in the North-West, where the majority of aid was
concentrated.76 Furthermore, whilst the industry composition of exposed firms and amount of
aid received by each firm were similar in the Centre and in the North of Italy, firms receiving EIB
loans in central Italy were far less (see appendix table A5).

76 Felice, ‘Regional value added’, p. 940.
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TABLE 8 Effects of ERP-dollar and ERP-lire aid on the profits of Italian firms (in thousand 2022 euros)

Unmatched Matched Matched
Only ERP-dollar Only ERP-dollar ERP-dollar + ERP-lire
(1) (2) (3) (4) (5) (6) (7) (8) (9)

ERP treatment 2411.9 542.5 2521.4*
(1824.5) (1746.0) (1505.9)

Year 1948 189.8* 2259.7 923.8***
(106.0) (1744.2) (294.8)

ERP × year 1948 3162.1 4083.7 2501.4 148.2 −547.0 29.8 6593.9** 5055.2* 5222.5**
(2107.7) (2673.8) (1771.6) (2537.9) (1868.2) (1129.4) (2960.4) (2676.0) (2597.8)

Obs. 44 642 44 642 44 642 31 708 31 708 31 708 35 313 35 313 35 313
Adjusted R2 0.011 0.460 0.547 0.003 0.671 0.802 0.016 0.545 0.586
Std. errors Firm ID Firm ID Firm ID Firm ID Firm ID Firm ID Firm ID Firm ID Firm ID
Firm FE NO YES YES NO YES YES NO YES YES
Year FE NO YES YES NO YES YES NO YES YES

Note: The following covariates are included: North-Centre-South, industrial group, and industrial sector. Values are deflated
according to the Istat consumer price index and expressed in thousand 2022 euros. Standard errors clustered at the firm level
are reported in parentheses. *p < 0.1, **p < 0.05, ***p < 0.01.

The main difference between the ERP-dollars and ERP-lire types of U.S. aid was the fact that,
as summarized in table 2, some forms of ERP loans featuredmore convenient conditions for firms
than others. ERP-lire funds encouraged the purchase of domestic machinery and the administra-
tive procedure to receive the loan was quicker than with ERP-dollars loans, and to a lesser extent,
than with EIB loans. Understanding how the effects of the ERP-dollars and ERP-lire programmes
interacted can help us understand more which features made loans particularly useful for bene-
ficiaries. To avoid confounding the effects, EIB recipient firms are excluded from the ERP control
groups (see also section IV).
This section attempts to do so, with the caveat that for ERP loans, IMI archives do not provide

detailed information about the selection process of each firm as for the EIB loan. Table 8 presents
the difference-in-difference estimates on the profits of firms which only received ERP-dollars
loans and of firms which received both ERP-dollars and ERP-lire loans. Receiving both forms
of aid increases the profits of firms by more than 5 million 2022 euros (table 8), whilst receiving
only ERP-dollars loans does not raise the profits of exposed firms. The fact that the amount of
the aid on its own does not seem to explain the effects very much supports this explanation (see
panel B of appendix table B4). More than a difference in size among the U.S. aid programmes,
the key difference was in the timing and organization in the supply of productive goods through
loans.
Considering that the effect of receiving just the EIB loan was about 1.6 million 2022 euros

(table 6), the ERP aid, when including ERP-lire, played a much more important role than the
EIB loan to raise the profits of exposed firms. This is true even if we consider that the size of firms
exposed to only the EIB loan was on average smaller than the size of firms exposed to both EIB
and ERP programmes: for firms that only received the EIB loan, the average profits in 1948 were
equal to 32 400 2022 euros, whilst for firms exposed to both ERP programmes, the profits in 1948
were negative and equal to−1 960 000 2022 euros. The effect of themore advantageous conditions
of the ERP-lire funds, net of the effect of the aid corresponded by the EIB loan, was thus 5.2–1.6
million 2022 euros, equal to 3.6 million (2022) euros of additional profits each year.
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290 MARTINEZ

More than receiving loans as such, what was critical in increasing the long-run business per-
formance of Italian firms to unprecedented levels were the features associated with the recovery
loans which ensured that the goods most needed were provided on time.

VI CONCLUSION

This research can contribute to the debate on the causes behind the success of the Marshall
Plan. It shows the importance for the effectiveness of foreign aid of timely transferring the most
needed productive goods, flexibly expanding the set of targeted industries, and accounting for
changes in production schedules. The emphasis of this paper on the importance of timing in aid
provision is consistent with the literature on the macro-economic effects of international aid,
which finds evidence for diminishing returns of foreign aid, particularly ‘early-impact’ aid such
as the Marshall Plan.77 If recipient countries have limited abilities to absorb large amounts of
aid, it is especially important to act quickly and effectively to avoid aid dependency.
This can be one of the reasons why in the context of Italian post-SecondWorldWar reconstruc-

tion, the loans which ensured a prompt disposal of advancedmachinerymost needed by recipient
firms, such as EIB and ERP-lire, were far more effective than less efficient programmes, such as
the ERP-dollars. The weaker performance of firms receiving only ERP-dollars loans can also be
partly explained by the fact that ERP-dollars aid shifted to military production after 1951. Mili-
tary procurement contracts may have helped firms to increase production in the short run, but
may have not been profitable in the longer run, as the case of FIAT aircraft production shows.78
Instead, compared with the effects on profits, the effects on returns on assets for EIB and ERP-lire
are more pronounced in the long run, indicating that firms were able to consolidate their profit
opportunities also in the longer run.
Given the results of this paper, the temptation to generalize the results to contemporary issues

about how to effectively design and spend international aid funds is strong.79 However, the
quantitative analysis of this paper also has some important limitations that prevent such oversim-
plifications. Although the results are valid for the firms included in the models, they are difficult
to generalize to the entire universe of Italian firms. The loans targeted specific industries, and
other industries may have reacted differently to increased access to advanced machinery than
those targeted. Furthermore, targeted firmsmay have also received other forms of aid besides EIB,
ERP-lire, and ERP-dollars loans. Such forms of aid have been discussed throughout the paper (i.e.
sections I and V, and appendix tables A1 and B3) but received less attention primarily because of
data availability constraints. For example, the RI-ERP deserves further research as it reallocated
the extant ERP sums from the 1950s to the 1970s to fund industrial companies of general inter-
est, initially small and medium enterprises.80 Nonetheless, this paper might directly contribute
to the historical debate over who benefitted and who did not benefit from foreign reconstruction
funding in post-war Italy.

77 Radelet, Clemens, and Bhavnani, ‘Aid and growth’, p. 54.
78 Fauri, ‘Industria aeronautica italiana’.
79 See, for example, Banerjee andDuflo, ‘Giving credit’; Deaton, ‘Learning about development’; Easterly, ‘Reinventing foreign
aid’.
80 Lombardo, ‘Modernizzazione’.
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IT’S NOT ABOUT THE MONEY 291

To embrace a more nuanced approach to the issue of foreign aid in post-Second World War
Europe, provincial-level analyses81 and case-study approaches would be useful.82 Only focusing
on business performance may provide a restricted view of foreign aid’s effectiveness if, for exam-
ple, improved productivity was gained at the expense of shrinking hourly wages, more precarity,
and less effective unionization. Future study should focus on harmonizing the firm-level effects
of U.S. aid with the wider context of Italian business and labour history.
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