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CHAPTER 1

Summary and Conclusions

Since the beginning of ERP, Italy has made remarkable progress
in achieving finanecial stability, and in increasing its exports and thus
in closing the gap in its balance of payments. Less progress has, how-
ever, been made toward the solution of the most basic problem of
Ttalian economic life—the problem of too many people for the number
of jobs. '

The Ttalian economy is characterized by the poverty of its endow-
ment of natural resources and by a rapid rate of population growth,
particularly in the rural south. Ttaly’s industrialization began later
than that of other major western European countries, and 1ts pace has
been slow. Italian industry, abnormally dependent from the start on
foreign trade because of the small domestic market and the lack of
domestic coal and other natural resources, developed in a world in
which the barriers of economic nationalism were already beginning to
rise. As a result, despite very considerable industrial development in
the northern provinces, for the country as a whole the increase of non-
agricultural employment over the last generation has been far smaller
than the increase in the number of persons seeking employment.
Thus, nearly half the population still remains dependent on agricul-
ture, and the ratio of employed population to total population is
critically low.

During the first years of this century and until 1913, mass emigra-
tion was the essential economic safety valve for Italy. During this
period, net emigration exceeded by a wide margin the increase in the
number of persons seeking employment and at times equaled or ex-
ceeded the total rate of population growth. But, after the First World
War, this outlet was greatly narrowed, primarily as & result of restric-
tions on immigration imposed by many countries. T was not long
before large-scale, chronic urban unemployment began to appear; by
1987-88 it had reached a figure of 842,000 (nearly 5 percent of the
total working population), although these were years of record indus-
trial activity and full utilization of industrial capacity. War damage,
the natural increase in the population, and the disruption of the Italian
economy during World War IT have aggravated the unemployment

.
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problem. In October 1948 urban unemployment was 1,482,000, or
almost twice the level of the immediate prewar years.

The problem of Ttalian economic recovery during the period of the
Furopean Recovery Program should be seen in two parts. There is
first the short-run problem of achieving, with BRP aid, full uiilization
of such existing industrial plant as can be economically employed and
a large expansion of construction activity. Beyond this problem. les
a more difficult objective: to expand industrial and other non-agricul-
tural employment rapidly enough to absorb at least the increase in the
number of persons seeking employment and, at the same fime, to
achieve self-support at a reasonable standard of living.

During 1946 and the first 9 months of 1947, industrial output rose
fairly rapidly. According to an index prepared by ECA from Ttalian
data, activity in manufacturing and mining reached about 92 percent of
1938 in Qctober of 1947, or somewhat lower if account is taken of the
major industries not covered by this index (the machinery and equip-
ment, building materials, snd food-processing industries). During
this period, the level of output was determined chiefly by the limited
supply of imported coal and other materials. It was accelerated by
strong inflationary pressure, which was reflected in a rapid rise in
prices, and in production for inventory on a very large scale. DBy
September—October 1947, very large inventories of finished goods had
been built up. Then, in large part as a result of the effective anti-
inflation measures taken by the Italian (overnment, the inflation was
broken. There was a sharp drop in prices; at the same time the pro-
duction index fell off to a little over 70 percent of 1988 in January—
February 1948. Once the downward movement of prices and produe-
tion began, it was reinforced by extensive liquidation of inventories.
Since the Spring of 1948, industrial activity has been slowly rising
again, and in September 1948 it again reached the peak Jevel of the
vear before, although it is still considerably lower than prewar produc-
tion and well below the present capacity of Italian industry. Activity
in the capital geods sectors of the economy, however, which are not ade-
quately refiected by this index, is considerably lower in relation to
prewar.

The full utilization of Italy’s industrial plant depends essentially on
ageresive action by the Ifalian Government, in particular the launch-
ing of a coordinated public investment program. TUnder present polit-
ieal conditions in Italy, and in the world, business confidence is weak,
and private investment cannot be counted on to expand industrial
plants rapidly or to build even the minimum of low-rent housing.
Hence the need for whole-hearted Government action in this direction.
Such action has been impeded by an exaggerated lack of confidence in
some official Italian circles that any new inflationary pressures gen-
erated by such a program can be controlled. ‘While this fear is under-
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standable in the light of past experience, industrial output is no longer
limited, as in 1947, by shortages of imported fuel and materials and can
be expected to expand quickly to meet any increase in purchesing
power. Doubtless, as demand rises under the impact of an enlarged
Government investment program and full utilization of existing facili-
ties is approached, the danger of price inflation will increase. This
could, however, be controlled by effective and discriminating use of
bank credit restrictions to check inventory accumulation and by other
administrative measures to control and if required to reduce the rate of
public and private investment, expenditures. If necessary, a -part of
the small foreign exchange reserve built up during 1948 might be used
on a temporary basis to increase imports of consumers’ goods in order
to dampen inflationary pressure.

Throughout the postwar period effective action by the Italian Gov-
ernment in the field of investment and in some other fields of economie
policy has been impeded by the weaknesses of existing administrative
machinery. In particular there are needed means of developing
integrated economic programs, and particularly a national Investment
program and of bringing the activities of the various economic minis-
tries into line with such programs. :

The present Ttalian Government, headed by the Christien Demo-
cratic leader, De Gasperi, has a working majority in FParliament.
This party is considerably more powerful than any other in Italy,
and its alignment with minor political groups to the right and left of
its own central position gives it a highly representative character.
The Communist Party along with the Left-Wing Socialists form the
opposition. The opposition’s tactical strength lies principally in its
control over labor, which it exercises through the Italian General
Confederation of Labor (CGIL). This control, however, has lately
been weakened by the formation of a mew labor organization, the
Free Italian General Confederation of Workers (LCGIL) made
up largely of Democratic Christian Party supporters and free of
Communist control. The Communist Party avows complete opposi-
tion to the European Recovery Program and through its strength
in labor it has been able to impede recovery to some degree by strikes-
and recently by slow-down strikes. It may be assumed that gs the
LCGIL grows stronger the amount of damage that the Communists
can accomplish will be less. ‘

Despite production difficulties, Ttaly has made remarkable progress
in closing the gap in its balance of payments. Taking 1938 at 100,
the volume of exports has risen from 39 in 1946 to 57 in 1947 and,
in the first 10 months of 1948, te 80-85. If prewar exports to the
former colonies are excluded from the comparison, the volume of
Ttalian exports is already substantially above the 1938 level. This re-
markeble rate of improvement has been due principally to: (1) ex-

3



change rate and exchange control policies adopted by the Italian
Gfovernment which provided a strong incentive to export and, in
general, kept Italian export prices competitive in world markets,
(2) the deflation which in 1948 helped reduce Italian costs and export
prices, and (3) the exploitation by enterprising Italian exporters of a
number of favorable though frequently temporary market opportuni-
ties which developed during 1947 and 1948. Principally as a result
of this rapid improvement in exports, Italy’s need for dollar assist-
ance has fallen considerably since 1947.

There is, however, another side to this picture. The deficit in cal-
endar year 1948 and in fiseal year 194849 was lower than it would
have been had industrial output and national income, and therefore
imports of industrial rasw materials and soms essential foo dstuils, been
higher. In fact, total imports in fiscal 1948-49 will be no larger
in volume than in 1947, when food imports and a number of industrial
imports were still limited by availability. In this sense, it can be
said that the Italian economy has not taken sufficient advantage of the
available foreign aid to maintain the high rate of industrial output
and investment which are the essential means for maintainin g political
stability and for ultimately achieving self-support.

Beyond these immediate problems, the Ttalian economy must find
the means of absorbing into industrial and other non-agricultural em-
ployment, in addition to those now unemployed, at least the annual
increase in the number of persons seeking employment, and at the
same time of achieving self-support. The Ifalian long-term program
states as ifs principal objective the creation of about 1,200,000 new
jobs by 1952-58. Most of this increase, however, will result from
the reactivation of existing industrial capacity and from increased
employment in construction and public works, rather than from an
expansion in industrial capacity. Once present capacity is fuily
utilized and employment in construction and public works has
reached its effective limit, the prewar situation may again obtain,
Opportunities for non-agricultural employment may still increase

less rapidly than will the number of job seekers.

- It is essential, therefore, to accelerate expansion of industrial ca-
pacity in Italy at a rate well above prewar, if Italy is to become inde-
pendent of extraordinary external aid by 1952-53. Because private
initiative in this direction is not now sufficient, vigorous public action
is needed to expand production in the directions indicated by foreign
and domestic demand. But Ttaly’s efforts alone will not be enough ; the
markets of the world, and more particularly those of western Europe,
must expand and must be open to the products of Ttalian industry and
to Italian agricultural specialties. Given a wide foreion market,
Ttalian industry will be able to expand rapidly enough to absorb the
increasing labor force and Ttalian agriculture will be able to specialize
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and to improve its techniques. Since the inerease in the number of
Jjob seekers during the next 814 years will be considerable, emigration
on a very substantial scale will be required in order to effect a major
reduction in unemployment during the ERP period. A concerted
international effort is needed to facilitate Italian emigration on 2 mass
scale over the next few years.

Ttaly was.allotted 158 million dollars.in the second calendar quarter
of 1948, of which 25 million was a loan and 188 million direct grant.
To date, of the programmed amount of 555.5 million dollars for
194849, Ttaly has been allotted 422.7 million, of which 42 million is
a loan, 345.3 million direct grant, and 85.4 million conditional aid. An
additional allotment of 132.8 million dollars is, therefore, necessary
to complete the 1948-49 program. '

As shown below, the Italian request for aid for 1949-50 was 610
million dollars. A careful review of the Italian request shows that
the targets of the 1949-50 program can probably be reached with aid
of about 555 million dollars.

{In miMions of dollars]

14849 1049-50
Italinn estymate of gross dollar md required_. .o ..., 709 610.0
OEEC recommendation of gross dollar aldameee ocen e S G01,0 (6]
ECA estimate of grossdollarand e e 555 & 556.0

1 Nationgl program for 1049-50 not yet reviewed by the OEEC.

As will be explained below, Italian industrial activity appears to
have passed a turning point in the lest months of 1948 and now shows
a fairly clear upward trend. BCA’s estimate for 194950 is designed
to malce it possible for that upward trend to continue; it is hoped that
a target for industrial activity of 15-20 percent above the level of the
last months of 1948 can. be reached in 1949-50. This target is well
within the physical means of the Italian economy and its achievement
is essential to attainment of the goals of the long-term program on
schedule.

The 1949-50 program aims to increase tofal availabilifies for con-
sumption in 1949-50 to 91 percent of 1938, on a per capita basis, as
compared with 78 percent in 1947 and a target of 84 percent in 194849,
Food consumption in 1949-50 is to increase only very moderately: in
terms of calories, from a national average of 2,430 calories per person
per day in 1948-49 to approximately 2,500 calories in 1949-50. Pre-
war food consumption was approximately 2,550 calories.

The 1949-50 program requires an inerease of imports above the
1948 and 1948-49 levels. The inecrease in imports in 1949-50 con-
sists of larger imports of coal, petroleum, cotton, and other industrial
materials and equipment above the low 1948 levels in order to make
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possible the projected sharp increase in industrial activity. "The
1949-50 program also provides the food imports necessary to prevent
serious inflationary pressure on foaod prices as employment and in-
comes rise. Hxports, on the other hand, are not expected to con-
tinue during 1949-50 their spectacular rise during 1948. Some of
the factors responsible for this steep increase are believed to be of a
nonrecurring character and should operate with much diminished
force, 1f at all, during 1949-50.

On this basis, the minimam aid required by the Halian economy in
1949-50 to achieve these targets has been estimated at 555 million
dollars. With aid in approximately this amount, it is considered
probable that the Ttalian economy has the means to move forward at a
satisfactory rate toward the goals of the long-term program, although
the projected level of imports and therefore of dollar aid may have
to be revised if the rate of improvement in economic activity proves
greater than now anticipated.



CHAPTER 11

Analysis of the Current Situation
A. INTRODUCTION

A cursory survey of Italy’s economic development over the Jast 70
years brings out certain basic features which are the key to the present
situation and immediate prospects of the country.

First, the rate of growth of the working population has far exceeded
the expansion in employment.

Second, although much of Ttaly is not naturally suited for intensive
agricultural production, agriculture has remained the major source of
employment and income. Ffforts to expand the agricultural plant
(through irrigation, reclamation, etc.) and technological improve-
ments have merely resulted in keeping agricultural employment at the
level prévailing some 70 yearsago. The pressure of population and. the
low level of per capits income in the country have retarded mechaniza-
tion and diversification of agricultural production and have tended
to maintain the productivity of agricultural labor at relatively low
levels. It is clear that Italian agriculture cannof, absorb any appre-
ciably larger number of people at tolerable standards of living.

Third, the rate of expansion of industry and other nonagricultural
activities has been too slow to sbsorb the annual net increase in the
population of working age seeking employment. As a result, prewar
per capita income in Italy was only helf of that in France and Ger-
many, one third of that in the United Kingdom, and one-guarter of
that in the United States. Moreover, within Italy, the degree of eco-
nomic development and industrislization of the north and the south
has been very unequal. It has been estimated thatin 1938, per capita
income in the northern provinces was double that of the southern
provinces and the islands (Sicily and Sardinia}.

Two factors seem to have played a major rate in retarding Italy’s
economic development: (1) the poverty of. the natural economic en-
dowment of the country, not only in such mineral resources as coal,
petroleum, and iron ore, but also in arable land, in relation to popu-
lation; (2) the lateness of Ttaly’s political unification which delayed
development of service industries and the creation of a national mar-
ket, thus hindering the formation of capital and the growth of a
trained labor force.
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Given the poverty of natural resources, the increasing density of
population and the low per capita income, Italian industry grew
up strongly oriented toward, and dependent on, foreign markets and
sources of supply. But because of a late start, Italian industry,
which 1s largely eoncentrated in the northern provinces, was just
reaching maturity when entry into the markets of the world, par-
ticularly those of Europe, began to be restricted by the gradual growth
of protectionism and economic nationalism (1900-1913). After the
First World War, the pace of industrialization was forced by un-
economic, autarchic policies, and emigration was drastically reduced,
while the attention of the Italian people was diverted from poverty,
unemployment, and a difficult economie future by Fascist dreams
of empire. .

The siow rate of Ifalian industrialization in relation to the rate
of population growth, and the inherent inability of agriculture to
absorb any greater share of the worling population, have long been
reflected in a low ratio of active population to total population* Thus
the Italian population of working age (15-64) has been growing at
the rate of 200,000 to 250,000 per year, while total employment (ex-
cluding the years of the First World War) was growing af. the average
rate of only 50,000 per year, and never exceeded 80 to 90,000, Before
1913, however, large scale emigration provided a safety valvé for the
resulting economic and political pressures.

During the period between the two wars, large-scale urban un-
employment made its appearance and persisted even during the late
1930’s, which were for Italy years of record economic activity. Un-
employment m 1937-38 averaged 842,000 or 4.6 percent of the active
population. Unemployment of industrial workers in 1938 reached
13 percent. There was also before the war a large and growing degree
of under-employment in Italian agriculture.

From the foregoing it is clear that this prewar unemployment was

“chronic” rather than “cyclical” in character—i. e., it represented an
outcropping of the fundamental disproportion betWeen the rate of in-
dustrialization and the rate of growth of the population of working
age, a disproportion which will last throughout the period under con-
sideration.

The Second World War shattered the Fascist make-believe-empire,
but 1t also damaged the Ttalian economy most severcly. Although,
thanks to the resistance movement, nearly all the industrial capacity
in the north was saved from Nam demolition squads at the time of

1In 1631 the ratio of active to total population in Italy was only 40.6 percent as com-
pared with 51.4 percent in France and 49 2 percent In Germany. In 1936, the ratio was
43 2 percent for the couniry as a whole; the ratto for Piedmont was 52.8 percent. The
ratlos for other regions in northern Italy were between 45 percent und 50 percent. Ratios
fn South Ifaly and in the Islands were as low as 33 9 percent in Sicily, 36 pecrent in Apulia
and Hardinia

? See Appendix A, Table TII,



surrender, there had already been extensive damage to the transport
system, to housing, and to agricultural plant. Less apparent but
equally important was the damage to economie institutions inflicted by
the inflation, the severance of vital trading relations, and the total
_ disruption of the machinery of government and administration. The
growth of all industry was not, however, stopped by the war. In fact,
through 1948, there was extensive investment, particulerly in the ma-
chinery and equipment industry. Other sectors (e. g., textiles), were
forced to operate with inadequate maintenance. On the whole, how-
ever, Italian industrial eapacity was considerably expanded hetween
1939 and 1543.

Since the Iiberation of northern Italy in 1945, vecovery has been
rather slow. Italian gross national product (GNP) in real terms
in 1947 was about 83 percent of 1938; on a per capita basis it was only
78 percent owing to the inerease in population, as the following table
ghows.

Maece 1.—Iialy, national accottnts, 1938, 1947, 1948-49

[In billrons of 18 dollars]
1038 1947 1?553;%9

Gross national produet e 11.57 9 68 10.52
Impoth SUrpIIS b e 27 80 .50
Gross availabilii Y. oo cceccme s o e dmeamreman o m e 11.84 10.48 11.02
Goods end services for tounists e .12 .02 07
M ainfenanes e e e immmemmm———————— e 1.15 1.10 110
Not tnvestment. . ocememeremee e eimmsameee e mm e caa . 105 131 1.31
Consumm 0N o o e e e e e et mamm——— 0,52 8.05 8.54

T 0bA] U80S ceemmccemmmmmen——————csiammmm = ———mmmmmmm 11.84 10.48 11.02
Per capita gross product 2 265.00, 207 00 226. 00
Per capita consumphion 2 e e 218.00 172 00 184. 00

1 This Is the excess of imports (vesthle and invisible) over exports.
2 In 1948 dollars,

Source: Figiwes are oflieial Italian estimafes with thoe oxcoption of the ftems for balance of trade and
mnintenance mm 1847 and 194840, These haye heen somowhat modified from the Itahan estimates to what
seemned more reasonable levels. In geners, Italisn national accounts estimates must be used only with the
greatest caution becanss the underlying statsstieal data are inadequate.

Total gross investment, 1. e., net investment plus maintenance, in
1947 represented a higher proportion of total (gross) national availa-
bilities than in 1938, 23.0 percent in 1947 as against 18.5 percent in
1988. As will be seen below, however, the structure of this invest-
ment in 1947 was markedly different from that in 1938.

For the year 1948-49, GNP is projected at 90 percent, per capita
availabilities for consumption at 84 percent, and gross investment at
109 percent of 1938. The volume of net Investment in 1948—49, how-
ever, is projected at a level no higher-than-in 1947, and the ratio of
gross investment to total (gross) availabilities is projected at 20.7
is discussed below. ' '
percent, markedly less than in 1947. The significance of these changes
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Between 1936 and 1948 the Italian population of working age (15—
64} increased by approximately 2 million persons, or 7.5 percent.
The absence of work opportunities resulted in a considerable propor-
tion of the pofential labor force remaining on the land without fuil
employment. This secular economic phenomenon in Italy has, of
course, been aggravated by the fact that the war reduced capital forma-
tion in many industrial sectors and in the services, Thus agricultural
employment in 1948 was actually higher than it was in 1936 by some 3
percent, while nonagricultural employment remained virtually un-
chonged. Table 2 below summarizes the major shifts in distribution
of the labor foree between 1936 and 1948 and makes clear the retro-
grade character of those changes. Within the industry and services
categories, the figures are also interesting. They illustrate the present
low level of construction activity and of investment in new machinery
and equipment, which is discussed below. They appear also to indi-
cate an uneconomic increase of employment in commeree, transporta-
t1om, and other services.

Tasre 2.—Italy, distribution of labor force, 1936 and 1948

[Tt thousands]
1938 1048 Change

Popnlation . . e 42,810 40,300 43,381
Total labor fores e 19,701 20,708 -+1, 007
Tess: Unemployed L oo 700 1,482 4776
Armed [00CeSe e mmmmammemmmmam oo 650 1,356 300 1,782 4428
18,345 18,826 4581

Productive employment: 2
ARt o IO . o e e e e 8.756 9,040 4234
Fishand forestry___________ . 86 83 +2
Mining and QUATT FINg.ue e e 128 124 —4

Manufacturing: 3

Consumers goods. 2,383 2,343 —=4{}
Cepita] £0008. amammmmsansmanmm e cnc e cemammeaaea| L 607 3,900 [ 1,308 3,74 —249
Constroetion_ e 9740 415 =564
Public utiifies. . v rcm e e eem e —————— e m——————— 180 184 —&
TransPartat 0N o e o e 612 763 +15L
Trade. — - 1,504 1,910 06
Other services.... ————- i rm———— 1,201 1,302 J11
Government servrces. R —_ - 60ne 1,147 338
Total ——— —— - 18, 3456 18,714 1360

1 Thjs includes data for October 1948,
2 This distribution of employment dees not inelude Cctober 1948 data.
1 Imeludes handicrais employament.

Bomrce: Appendix A, tabla TTT.

Latest official estimates indicate that unemployment in October 1948
stood at 1.48 million, not including roughly 100,000 surplus workers on
industrial payrolls. In addition, under-employment of agricultural
laborers and sharecroppers is probablythe equivalent of 600,000 more
unemployed, and there is certainly extensive if unmeasurable under-
employment among farm-owners and their families.
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Tn the following pages are discussed some of the immediate and
longer range problems of Italian recovery under ERP. For the near
future the problems center around the present under-utilization of a
considerable part of Ttaly’s industrial and construction capacity and
the pecessity of facilitating Ttalian emigration in order to help relieve
the pressure of population on the Italian economy. For the longer run,
the problem is how to accelerate the expansion of non-agricultural em-
ployment in Ttaly to the point where it can &t the least absorb the an-
nua) increase in the number of job seekers. The emphasis of this
study, as of the ERP program for Italy, is therefore upon the prob-
lems of cepital formation and the expansion of productive, non-
agricultural employment. It is in such terms that Italy’s recovery
program should be written and her progress under ERP assessed.

B. USE OF RESOURCES

1. Consumption

Output of consumers goods in Italy rose steadily from the very
low postliberation level; by 1947 the total availability of goods for
consumption rose to about four-fifths of 1938 and over one-third
above 1946. Total per capita availability for eonsumption is esti-
mated at about $184 (1948 dollars) for 1948-49, as compared with
$173 in 1947 and $218 in 1988.

" Food.—The following table presents estimates of per capita avail-
ability of major foodstufls in 194748 and 194849 as compared with
prewar:

mapre 8.—Italy, estimaied per capita consumption of mejor foodstuffs, preiwar,
185748, 1948-49

[Kilograms per capita]
1033-37 194748 1048491

Grains (HoNr DASIS) - e mema oo ammmw—m——cama——- 171.1 150.5 174.6
OB 008 e emmmmm wamem———— e m == e 37.6 39.6 44.6
Fresh vegetableS e cmmmmcmmame mmvr v e 67.2 7E9 75.4
_________________________ 13.5 0.8 2.3
IS e e e emm e e oo e e e 33.8 46.2 36.0
Tree nuts and chestnuts_ ... 0.1 6.5 57
Fats and oils at content) 10.5 0.5 .1
Meatand fish o a-s 26 4 20.2 22,0
1 U, 86 5 36.4 3.5
OReBSB e i —ummeem———————E————— 5.0 4.3 4.7
BOmaYr e 7.0 6.7 .5
G, e e e e e = R = = = M ——— 7.4 5.6 5. O
Calories per person per day. 2, 550 2,275 2,430

t Preliminary estirnates.

Source: Office of Forelgn Agricultural Relations, U. 8. Depariment of Agriculture.

Other consumer goods—Apart from food, there are no adequate
data on the per capita consumption of other products in Italy. How-
ever, something can be said concerning consumption and current
sales of textiles, shoes, soap, and household furnishings.
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During 1948, consumption of textiles fell sharply from 1947 levels
and is now variously estimated at between 60 and 756 percent of prewar.
The last few months have witnessed some sharp increases in the volume
of sales, which may be in part the result of retailers’ and consumers’
accumulation of stocks, and sharp rises are reported in domestic sales
of cotton goods, hosiery, and knitted goods. In woolen yarn and cloth,
the consumption of luxury items is increasing, whereas the sale of
utility goods is falling sharply. Perhaps prices are still too high.
Sales of ready-made items of apparel, which fell sharply beginning
in September 1947, showed some recovery in the spring of 1948 but
are still well below prewar levels,

Textile consumption in Italy is below prewar because real per capita

income is below prewar and & larger than prewar share of the con-
sumer’s income:is spent for food. Considerable capacity in the textile
industry remains idle, and the level of output is excessively dependent
on export demand. Under these circumstances, it would seem that
means should be found to produce lower-priced utility goods, using this
idle capacity. Such action would have the additional important ad-
vantage of lowering production costs in the industry through better
utilization of capacity.?
- The shoe industry has been in difficulty: footwear sales, which, in
1947, reached some 75 percent of prewar, fell in 1948 to ronghly 656
percent of the 1938 level. However, the last quarter of the year has
brought some signs of recovery. Current sales of toilet soap, while
somewhat higher than in 1947, are still only 60 percent of prewar.
Sales of new furniture in 1948 ave reported at some 50 percent of
prewar, with signs of recovery during the last few months.

2. Invesiment .

In 1946 and 1947, the volume of gross investment in the Ttalian
economy was very high in relation to total availabilities, as much
as 23 percent in 1947, according to the rough estimates shown in table
1 above. The direction of this abnormally high rate of investment,
however, reflects the weaknesses in the structure of Italian production
and demand during the 1946—47 inflation. Inventory accumulation,
a large part of which was speculative in character, accounted for a
disproportionate part of the total. In the first six months of 1947,
before the break in the inflation, inventery increases are said to have
accounted for more than a third of total net investment.

Fixed investment in industry and in public services during this
period was very largely for reconstruction and rehabilitation. The

¥ A possibie pattern for such o prografu bas been provided by the ONRRA T'esgile program
which made possible the production and digiribution of low-cost textile products manu-
factured with UNRRA-imported raw materials. The Italian Government controlled ihe
entire operatiom through & special agency (UNRRA Tesslle) which was financed with
UNRRA logal currency funds.
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general lack of confidence in the future on the part of the business
community seriously inhibited industrial expansion and moderniza-
tion investments. Investment in housing was, in the light of the
country’s needs, appallingly low. This picture is summarized in the
following table:

Tanck 4.—Italy, direction of net investments, 1938, 1946, 1947

[Pereent of fotal investmeni]

1038 1946 1947

Industrial plant 4 ________ e ———mm—m————iammmmm——————— -27.0 187 20. 6
ReeonstrelioN . cae e oo cmua e —cmm e m e ccamm e T (14.5) {13. 6;
NewW DIATE oo oo mm e e e 42 (7.0
Increage in invontories ——— 202 25.2
0 111 L1 SRS 10 121 7.6
OIS o mim——— —ma——inmmmmmmmm———————mmn = ma = 19 0 63 7.0
Transport snd commeree 14.0 26 3 216
Merehant Marne,  aaemess—co——mro e cm e cm o= ——sssmma==—. 5(Q 1.7 70
Public works. 218 Q 6o 8.6
OB T o oo oo o m == ——————m———————— A Ao = mm—mm = mmm = 50 23 2.5
st 2 R — S — 100 ¢ 100.0 100 0

1 Including mines, electTie power, and ufihbes,
t Imcludes colonial development.

NoTe —These date were obiained from different sources and vary in ceriain respects Novertheless,
they are belioved adequato to permit broad conelusions to bo drawn.

Data on investments by sectors are not yet available for 1948, It
seems clear, however, that the volume of investment was well below
the 1947 level and that its composition was somewhat different. There
were probably net reductions of inventories in the first 5 to 0 months
of the year. The volume of fixed investment in new plant and in
housing appears to have been even less satisfactory than in 1947,
as shown by the capital goods production figures.

As for fiscal year 194849, gross and net domestic investments have
been projected at a rate no higher than in 1947, although the gross
national product in fiscal 194849 is projected at a level 10 percent
above 1947. This unambitious target appears to reflect fears on the
part of the Ttalisn Government that a higher rate may generate a
renewed inflation. Preswmably a repetition of the excessive concen-
tration on inventory accumnlation in 1947 should and can be prevented
if inflation is avoided, but there is no doubt that the forecast rate of
investment for 1948-49 in new industrial plant and in housing is
inadequate.

C. SOURCE OF RESOURCES

1. Industrizal Production

General level.—The close of the war in Ttaly found industrial pro-
duction at a very low ebb, Shortly after the liberation of the Northern
industrial areas, however, industrial production showed s definite
upward trend. Levels rose-steadily as the low of imported raw ma-
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terials increased, as plents were restored to working order and service
industries began again to function. The actual level of production
followed the general upward trend except for (e) shortages of neces-
sary raw materials resulting from limited world supply or from in-
terruptions in imports caused, for example, by strikes in the United
States, and (b) seasonal variations reflecting principally the short-
age of electric power during the winter months.

By the early summer of 1947, taking into account wartime expansion
and postwar reconstruction, total industrial capacity esceeded 1938
levels by at least 25 percent, and the effect of war damage was felt
only in a few sectors, such ag in pig-iron production. The availability
of raw materials, coal, and electric power improved substantially;
industrial produckion was approaching prewar levels. However, the
steady upward trend in production levels, fostered by pent-up demand
both at home and abrdad, as well as by large public investments in
reconstruction, was also accelerated by inflationary developments,
particularly the accomulation of very large speculative inventories.
The inflation had increasingly adverse effects upon production costs
and upon the volume of exports.

In September 1947 the Government revised its credit and fiscal
policies in order to arrest the inflationary trend. These measures
were notably successful in stabilizing prices and averting the more
serions dangers of an inflationary spiral. However, the impact upon
business policy and expectations provoked a sharp decline in activity.
This decline was intensified by a slump in the domestic demand. for
Ttalian manufactured goods and by the normal tendency for a sea-
sonal decline at the onset of winter. Levels of production in manu-
faeturing and mining fell sharply from October.1947 to January 1948,
in spite of a relatively large availability of electric power., Since then,
in spite of a very favorable power situation, production levels ross
slowly and irregularly until the fall of 1948. Consequently, for
the first few months of the BEuropean Recovery Program, it was dif-
ficult to discern in the industrial production figures a single clear
trend.

Table b below illustrates the changes in the level of activity in
manufacturing and mining from January 1947 to September 1948.

Beginning in September and October 1948, however, there were
clearer indications that a susteined recovery of Italian industry was
underway. The production figures available for September and Qcto-
ber provided a strong basis for concluding that the underlying trend
of recovery in the preceding months had been moving steadily toward
higher levels. The manufacturing and mining index for September
was 91 (1938=100), just short of the October 1947 peak. The index
for November showed a decline substantially less than the seasonal
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Tanrs 5.—Italy, monthly indices of activity in manufacturing and mining, 1947

ond 1948
[1938=100]

1947 1948 1947 1543
6.7 bt B =T T N —— 70.1 77.9
58,4 73.7 || September 87.1 L3
72.8 §1.7 || Octoberae e e 1.8 §9.4
0.6 83.1 || Novembera e e mmmmmes 81.6 87.8
£8.8 821 || December. oo eeemam k(i1 P
88.2 3.5
940 86.2 }| AVerage. .. cmcero—mmem— - 79.9 152.8

NorE.—In view of the serious iimitations of official general indices of Industrial activity discussed In ap-
pendix B, there has beon computed a combined specinl index of certaln manufaciuring and mimng indus-
tries, on the basis of the segmens mdices computed by the Central Institute of Statisties. .

. In using these figures, it must be kept m mind tha they do not include the machinery and equipment
industry, which s the largest industry in terms of employment, the food processing indusiry and most of tho
building materials indnstries. ‘This tends to give the indices an upward biss, since both the building ma-
terials and mackinery and equipment industries have lagged considerably b ehind the rest of manufacturing .

t & verage Janoary through November.

decline normal for this period. The following table shows the levels
of activity for those industries for which such data are available.

Tapre 6.—Iialy: Bummary of production levels by industries, 194748

[1938==100]
Non-
| Metal- ILum- | Chem- : Electric
Mining lurgica.li Ig$8t§1 ber Teals ‘Taxtiles! Paper power

igg (monthly average)acea-mcaeaem- 86 Tl B2 it 83 83 63 136
Aversge frst 7 months.__ . 83 a5 86 55 B4 r &9 143

T ILIT S 80 66 20 50 78 6 63 135

L A (oL N —— 94 ] i 55 106 38 86 163

A more detailed examination of the major sectors follows:*

Ttaly’s power generating capacity, which rose from 5.6 million
kilowatts in 1938 to 6.5 million in 1942, was reduced to some 4.6
million by war damage, destruction and sabotage. Reconstruction
proceeded at a rapid pace, and by the end of 1946 generating capacity
returned to prewar levels. Present-day capacity is roughly equal to
the peak reached in 1942. Demand for electric power has shown 2
steady upward trend, owing in part to the steadily inereasing use of
energy in the chemical and metallurgical industries and by the rail-
roads and in small part to the limitations on the use of other sources
of heat which have tended to increase household and other uses of
electricity. The output of electric energy m 1948 is estimated at over
99, billion kilowatt-hours, an all-time peak, and 40 percent above 1938,
This level was in part made possible by an unsually favorable supply
of water. The problem of achieving a more even distribution of power
production throughout the year has not yet approached solution.

s Mahle YII in appendix B shows the relative importance of the varlous Ttalian industries
taking into account manpower employed, motive Dower used and capital invested.
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The metallurgical industry shows remarkable gains over low 1947
levels. TUnfortunately, the increased production of primary metals
has not yet been attended by a comparable increase in processing
activities.

The mechanical and engineering industry ranks first in Ttalian
manufacturing. This industry was expanded considerably during the
d-year period 193843, and repair of war damage has rapidly brought
its capacity approximately to 1943 Jevels—i. e., to some 60 to 80 percent
above the 1938 capacity. Iven before the war, utilization of theoreti-
cal capacity was extremely low in certain sectors (e. g., 54 percent in
the shipbuilding industry over the 12-year period 1928-39) and rela-
tively low for the industry as & whole (80 percent in 1938). It prob-
ably does not exceed 50-55 percent today. Although the situation
varles widely from sector to sector, the total level of capital goods
production is far lower than would be possible with present supplies
of raw materials, power, and labor, or than would be required to
support a sustained domestic investment effort. Relatively high levels
of production are attained only in those sectors where particular (and
frequently temporary) circumstances tend to create and maintain a
favorable market, in spite of very high production costs and prices.
For example, the automobile industry shows a steady increase in the
output of cars and & declining trend in the output of trucks and other
motor vehicles. While the internal and export demand for automo-
biles continues at a high level, domestic demand for trucks and other
ireight-bearing vehiclesis low due principally to acquisition of Ameri-
can surplus vehicles, and the immediate outlook for production depends
upon the possibility of continuing exports to Poland, Argentine, and
India.®

With a greatly expanded capacity and a great need for replacements
on Italian farms, the farm machinery industry should thrive. Instead,
lack of effective domestic demand and the high prices and poor quality
of many of the products are responsible for the fact that production has
been deelining while inventories at factories and dealers remain very
high, Similar difficulties beset the tractor industry; here, however,
demand in other countries provides at least a temporary export outlet.
Tractor production in 1948 (estimated at over 3,000 units) will exceed
1947 levels and be three times higher than in 1938. Yet, gauged against
annual production capacity (over 12,000 units) and the great need
for medernizing Ttaly’s agricultural plant, both production levels and
domestic sales (estimated at only 1,500 units in 1948) are unsatisfac-
tory.

The machine-tool industry is operating at some 70 percent of capac-
ity ; in spite of increasing exports, production in 1948 was low. Ttalian
industry, with some 300,000 machine tools installed, should absorb

& See appendix B, table VI,
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roughly 20,000 machirie tools annually merely for normal replacement
purposes. But domestic sales of machine tools in 1948 were only about
2,000 units, while producers’ inventories have risen sharply.

Some progress has been made in. the field of electrical machinery and
equipment. In the case of textile machinery, rising production results
from steadily Increasing exports, as well as a domestic demand that is
reasonably well sustained although still well below prewar. Tempo-
varily favorable export conditions are reflected in the steady progress
achieved in the field of antifriction bearings and precision instruments.

Thus, in spite of the progress made in certain sectors which benefit
from particularly favorable circumstances, the outlook for a large in-
crease in production in the machinery and equipment mc'lustr}r as o
whole is none too favorable, unless there develops soon a large in-
crease 1In domestic demand resulting from extensive industrial invest—
ments. It is upon this industry that Italy must largely depend for
an increase in industrial employment.

With a capacity which, in many sectors, is significantly greater
than prewar and a plentiful supply of electric power, the chemi-
cal industry as a whole exceeds prewar levels of production. Im
parbicular, the output of basic chemicals, such as caustic soda and
sulphuric acid, and of certain fertilizers exceeds prewar levels. The
production of caustic soda during the first 9 months of 1948 was about
25 percent higher than that for the comparable period of 1938, Yet,
because exports of caustic soda have declined, 1948 production was
significantly smaller than in 1947. In the case of nitrogen fertilizer,
output for 1948 was about 110 percent of prewar; approximately one
quarter of this was exported. Nitrogen production could reach much
higher levels if domestic demand were increased by an attempt to re-
build the fertility of the Italian soil, which was badly depleted during
the war years. Instead, domestic demand for nitrogenous as well
as for other types of fertilizer remains below prewar levels, thus creat-
ing exportable surpluses while part of the production capacity re-
mains idle. For this reason during the summer and fall of 1948, Ttaly
has been able to supply Austria and the Bizone with sizable amounts
of super-phosphate. The output of miscellaneous chemicals which flow
into virtually all sectors of Italian industry, particularly the con-
sumers’ goods sectors, is rising steadily, thus yielding additional
evidence of industrial recovery outside the capital goods field.

In ‘the immediate postwar period, the recovery of the textile
industries, which suffered only negligible war damage, was hin-
dered by shortages of power, fuel, and raw materials. Later, the two
major branches, cotton -and wool, benefited from high levels of
foreign demand and from sustained domestic demand, which was
encouraged by Government-sponsored programs for distribution of
low-cost products. During 1948, production of cotton yarn and eotton
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fabric is estimated at 90 and 95 percent, respectively, of 1938, and
about equal to 1947 levels. Reasonably satisfactory levels of pro-
duction are also being maintained in the wool industry. Conversely,
the hemp and linen industries, which represent important outlets for
the only vegetable fibers produced in Italy, are undergoing a most
serious depression, while the jute industry continues to operate at
very low levels. The total output of artificial fibers is declining.

Current levels of production and trends are unsatisfactory in those
sectors of the economy which are most directly related to the con-
struction industry. The steady decline in state-financed reconstrue-
tion has not been offset by the local and sporadic revival in private
building activities. Production of bricks and tiles, which reached
a post-war peek n 1947 in spite of an often inadequate supply of
fuels in the early part of the year, declined by 50 percent in 1948
and has not shared in the recovery of the general production index
during the last months of 1948. Lumber, processing is unlikely to
exceed 55 percent of 1938 for the year 1948.

Levels of production in the food processing industry showed a
marked improvement during 1948, because of increased availability
of raw materials, fuel and power. The improvement was especially
significant in the milling and pasta-making sector. A degree of
recovery is also apparent in the canning industry, in spite of ex-
cessively high processing costs, while an excellent harvest of sugar
beets made possible a high level of activity in the sugar mills. Good
progress was also made by the dairy industry and in the processing
of oil-bearing materials.

In sum, Italian industry as 2 whole has weathered the impaet of
deflation through a process of asdjustment which has resulted in a
widely varying degree of recovery for individual sectors. The
domestic market, particularly in the case of capital goods and con-
struction, has shown but few signs of increased demand. Industries
that employ but little manpower (chemicals, electric power) show the
sharpest recovery, while those which could make the greatest contribu-
tion toward sclving Italy’s unemployment problem (building mate-
rials, construction, machinery and equipment) are, unfortunately,
still in a depressed state. Iven the textile industry, despite foreign
demand, has failed to attain prewar levels of production.

2. Agricultural Produetion

War damage to Italian agriculture was fairly extensive. By the
wmiddle of 1947, however, all major supply limitations on fertilizers,
machinery, fuel, and other input factors had been overcome.” The
stage was set for a sustained recovery of production. However, the
deflationary measures adopted by the Ttalian Government in the fall
of 1947, a bumper crop of olive oil and sizable imports of foodstuffs
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led to a decline in agricultural prices, while prices of farm supplies,
principally fertilizer and machinery, remained high, reflecting the in-
dustry’s excessive costs of production and lack of effective price compe-
tition. Furthermore, owing to uncertainty with regard to land reform
measures, landowners were unwilling to make the necessary invest-
ments in land improvements and capital equipment. Thus, farmers
failed to utilize in full the available quantities of the means of pro-
duction. As a result of this situation, as well as of adverse weather
and insect damage in the case of wheat and olive oil, the 1948 harvests
foll somewhat short of possible and expected levels. Total agricul-
tural production in 1948 may be tentatively estimated at 90-95 percent
of prewar. 'The following table compares the production and acreage
of major crops in 1947 and 1948 with the 1936-39 average.

Tapre T.—ltaly: Production and screcge indices of mafor crops, 1941 and 1948

[1936-39=100]
Production Ares
1947 18 1947 1948
Breed Gralng ! e cmc s — e asa = e e 75 82 al o1 |
DT e e e e e e e ——_———— e Rk ————— 74 B3 29 o0
Other cereals . e ——— e am a0 o7 117 116
Potatoes e e mmm———————————— o i 103 114 104 08
BUgar et o mmmmr—— s == —m——— 67 89 52
Qhveell e o . 12 [->2  -S —,

1 Includes rice.

Soures: Office of Foreizn Aprienitural Relatlons, United States Department of Agriculture. TUnited
States Embassy and ECA Mission, Rome, estimate bread grain production at 85 (1936-30=100} for 1948,
Prowar data have been sdjusted for changes in bounderles made by the peace treaty.

Tn animal husbandry, steadily rising prices and a plentiful supply
ot roughage have fostered the recovery of the livestock population,
in spite of a continuing relative sbortage of feed concentrates. The
problem now is to avoid an excessive expansion of livestock numbers
and to emphasize qualitative improvement of herds and flocks, while
assuring & more adequate current supply of animal products to the
JItalian consumer. In fact, current production levels of animal fats
and of meat and dairy products are still below prewar, partly because
of the reduced availability of concentrates, partly because of the age
structure of the livestock population and partly becaunse farmers are
still striving to increase their herds to the detriment of current avail-
abilities of meat, milk, and slaughter fats for human consumption.

In general, great difficulties are being experienced in raising con-
sumption of all types of farm supplies to prewar levels. This is true
for fertilizers, for feed concentrates, for binder twine, and for farm
machinery. In consequence, Ltalian industry is faced with an abnor-
mally small agricultural market at a time when all physical bottlenecks
to greater production of farm supplies have disappeared. Concomi-
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tantly, the intensity of cultivation and, therefore, the capacity of the
. land to support an increased farm and urban population falls short

of prewar levels.

D. INTERNAL BALANCE OF FINANCE

1.  Background

The Ttalinn economy still feels-the effects of the adjustments made
necessary after September 1947 when credit restrictions and a number
of concurrent circumstances halted and suddenly reversed the infla-
tionary process.

During the last 2 years of the war, Italy experienced a violent
inflation. The fighting had split the Italian territory and completely
disrupted its economy. At the end of 1945, prices stood at more than
30 times and the money supply at approximately 12 times the prewar
lavel. During the first post-liberation year (fiscal 1945-46) the rise
in prices was arrested as a result of the reestablishment of contact be-
tween north and south, substantial relief shipments and a general
expectation of a return to normaley. Although budgetary revenue
covered only one-fourth of expenditures, the deficit was met by a suc-
cessful post-liberation loan and by largely noninflationary borrowing
from. the commercial banks, which had built up considerable reserves
as a consequence of the previous stagnation of economic activity.

During the second postwar year (fiscal 1946-47) the sifuation
changed radically. Qutput revived but, as consumer goods came on
the market, there was a disproportionate increase in the effective money
supply because substantial quantities of money, previously hoarded,
were brought back inte circulation. The velocity of circulation fur-
ther increased with a declining confidence in the lira. The credit de-
mands of industry competed with the huge needs of the Treasury, and
a large part of the budget deficit in fiscal 194647 was financed by nfla-
tionary advances from the Bank of Ttaly. The wage-price spiral cane
into full swing, its action accelerated by the antomatic sliding scale
provision (scala mobile) in rhost industrial wage arrangements. In
the general inflationary climate accumulation of inventories took place
at all stages of production and, with controls largely ineffective, a
strong impetus was given to wasteful investment and consumption.
During this phase, which lasted from May 1946 until Septerber-
Qctober- 1947, prices and bank deposits doubled while currency in
circulation expanded at a slow pace.

. The upward movement in prices was suddenly reversed in October,
the immediate cause being the imposition of quantitative bank credit
restrictions which created a system.of primary and secondary reserve
requiréments for Italian banks. Between October 1947 and March
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1948, Ttalian wholesale prices declined by 15 to 20 percent and the cost
of living decreased by about 12 percent. This decline in: prices, which
has recently leveled off, was accompanied by many familiar symptoms
of depression. Industrial production decreased in spite of constant or
increasing supplies of raw materials and energy, the stock market
crashed and important firms went through acute financial difficulties
and often avoided bankruptcy only by subsidies from the Treasury.
Once the downward movement of prices and production had begun, it
was reinforced by liquidation of the large speculative inventories
acquired during the inflationary perlod. It was prolonged by the
acute uncertainty and comsequent unwillingness to invest which
charncterized the Italian ecomomy during the months immediately
preceding the elections of April 1943.

2. The Current Situation

Because the major issues of domestic economic policy in Italy are
all in one way or another related to the volume of investment, it is of
the greatest importance to understand the current balance of infia-
tionary and deflationary pressures on the money side of the Italian
economy. ‘This question has been the subject of interminable debate
in Ytaly since the election. In Government circles there has perhaps
been, generally speaking, an exaggerated fear of 2 new inflation, while
a good part of the business community hopes for precisely such an
inflation in the expectation that it will postpone difficult cost-price
adjustments and permit large speculative profits to be made without
serious risks. Neither business nor Glovernment had developed con-
sistent action to reconcile Italy’s crying need for investment and for
full utilization of industrial capacity with reasonable financial
stability.

Present evidence indicates that the internal financial balance of the
Ttalian economy was mildly deflationary through at least the first 10
months of 19485 Tn the first and second quarters of 1948, the general
wholesale price index fell by 8.8 and 8.8 percent, respectively. In
the third quarter it Tose by 12.2 percent, but this was merely a result
of the abolition of the Government subsidy on bread and pasta. Sub-
sequent to this adjustment the index fell again by 1.1 percent in
October. In the first 10 months of the fiscal year, money supply in-
croased by only & billion lire per month,” an increase which was pro-
portionately less than the increase in economic activity.

tMore recent dota are not adeguate to permit thig generalization to be extended te
the end of the yeaxr.

7 Including, of course, all means of payment, Kor the same period of 1947, the average
monthly increase was 18 billion lire, accompanied, 25 noted above, by extensive dishoarding
of currency and a sharp inerease in velocity of circulation.
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Changes in the outstanding volume of purchasing power during the
first 4 months of fiscal 194849 are summarized in the following table:

TasLy 8—Itely: Changes in maoney supply, principal items: July-Oclober 1948
[Billiong of Hrel

Financing export surplus — — - + T2
Financing crop collectioms_ . ____ - + 32
{Other credit expansion_ —_— + 14
Total e 118
Reduction of Treasury advances, - — 22
Increase of deposits by banking system with Bank of Italy _____________ - 33
Loeal currency deposits (net} _— — 12
Totale e R _— — 87
Net change . __. — _— -+ 51

Source: United States Embassy, Rome,

Although this represents an increase in the rate of expansion of
purchasing power over the first half of the year, it does not appear
to be out of line with the expansion in economic activity. There is
also an important seasonal element during this period, evidenced in
part by the erop collections credits shown above. Furthermore, the
ﬁnancmg of the Government deficit during this period did not result
in an increase of the money supply; on the contrary the Treasury
reduced Bank of Italy advances.

The outlook for the whole fiscal year 1948-49, as recently estimated
by the Italian Government, is shown in the following table:

TARLE 9.
July I, 1948 to June 30, 1949
(Billiong of lirel
Outinys:
Public investment — — - B35
Private investment _— 220
Governmen{ expenditures {excluding investments) 1,170
Total e 1,925
Resourees :
Savings_ —— _— ————— e 834
Publie revenue -— 900
Revenue from sale of interim aid and ERP imports 250
Total — _—_ 1,984
Surplug of resources. _— ————— b

Sourchn: Itnlian Treasury estimates as of Jan, 1, 194%. These estlmates supersede
similar estimates included in the Italizn 4-year program,

Norp—HBstimaied use of local currency fund as follows: For publie invastments, 155
billion lire; for other government expenditures, 69 billion lire; for private investments,
26 billiox lire,
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Taken even ab their face value, these figures indicate a sizeable sur-
plus of financial resources over outlays during the current fiscal year.?
The effect can only be deflationary. In fact, it is probable that the
public investment expenditures have been overestimated, if one may
judge from the very slow rate at which procedures for the use of the
ECA. counterpart funds have been established by the Italian Govern-
ment and from the deflationist psychology prevailing in some circles
of the Government., Moreover, it is Iikely that all actual Government
expenditures will be less than estimated because of the present practice
of the Ttalian Treasury of allowing the backlog of deferred payments
on current budgetary obligations to increase. Private investments
are obviously very difficuls to forecast; the above estimate, which is
some 100 billion (1948) lire less than the 1947 figure,? seems reasonable
but is, if anything, on the high side, since the 1947 figure includes very
large inventory accumulations whose recurrence is not anticipated.

In brief, the picture that emerges from an examination of the cur-
rent situation of the money side of the Italian economy, together with
the similar results of the examination of the physical side, indicate
that the volume and direction of investment is not now adequate to
utilize fully the industrial capacity of the economy. Until sufficient
private investment in fixed capital can be developed, 1t will be neces-
sary for the Italian Government to expand its own investment activities
sufficiently to take up the slack in the economy as o whole.

E. EXTERNAL ACCOUNTS

1. Balance of Payments

Background.—The Ttalian balance of payments was traditionally
characterized by a deficit on trade account offset by a surplus on serv-
ice account principally because of the substantial income from tourism,
emiprants’ remittances, and shipping. In 1988, for example, the mer-
chandise balance showed a defieit of 159 million dollars, resulting from
imports of 582 million dollars and exports of 423 million dollars. The
net invisible receipts amounted to 83 million dollars, of which tourism

8 Tt must be hoted that the estimated yield of direct taxes in 1948-49 is equal to only
2¢; of the national income of Ifaly as compared to 489, in 1938-39. This peints up the
inadequncy of the Italian tax system which relies in the main on indirect taxes as & source
of revenue ond makes it virtually impossible to rely upom the public tax power 4s an
instrument of fiscal policy. A primary contribution which fhe Italian Government has
agreed to make under the terms of the Foreign Assistanea Act and the Bilateral Agreement
ig the overhaul of its fseal, budgetary and tax policies. Under this heading is the adoption
of sound budget practice omd the reform of the tax strueture. This requires both a
thorough-going legislative overhaul and a vigorous reform of administration In the fiseal
agencies of the Gevernment. Of particular importance in this Intter connection is the
need of the elimination of the widespread tax evasion.

9 The most recent Italinn Government estlmate of net private investment in 1947 Iz
320 billion (1948) lire. A brenk-down by cotegories is shown in sppendix B, table TIL.
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aceounted for 69 million dollars and emigrants’ remittances 38 million
dollars. Thus, the total current account deficit in 1938 was 76 million
dollars.

Prior to World War I, the income from services was sufficient to
offset the commodity trade deficit and provide a small surplus which
made possible a gradual repatriation snd amortization of Ttaly’s
foreign debt, as well as some investment of Ifalian capital abroad.
After World War I, there was a downward trend in Italian receipts
from services, with a consequent deficit on aggregate current account.
‘This was offset in the first decade following World War I by substan-
tial capifal imports and reparations receipts. But these windfalls
came to an end in 1927, after which the current account deficit, in con-
junction with repeated flights of capital, resnlted in & reduction of the
central banl’s gold and exchange holdings from 1,184 million dollars
in 1927 to 181 million dollars in 1939.

During the first 2 years after liberation, Ttaly was dependent on
Allied financial assistance to finanee minimum import requirements.
In 1948, Ttaly had a surplus of imports over exports of 436 million
dollars and made various noncommercial payments of about 20 million
dollars. Invisible receipts in that year amounted to 74 million dol-
lars, leaving a current account deficit of 582 million dollars. This
deficit was more than covered by contributions and loans amounting
to 675 million dollars, leaving a surplus in the balance of payments
of about 203 million dollars, which resulted in s much needed re-
building of Italy’s foreign exchange reserves, approximately 125
million dollars of which was in sterling and most of the balance in
dollars.

At the beginning of 1947, Italy held 867 million dollars in gold
and foreign exchange, of which 238 million dollars was in gold and
dollars and 135 million dollaxs in other currencies, chiefly sterling.
During 1947, imports and other current payments amounted to an
estimated 1.5 billion dollars, of which nearly 60 percent was covered
by exports, emigrants’ remittances, shipping earnings, and other re-
ceipts. The remainder was covered by United States foreign relief
funds, the so-called suspense account dollars, partial utilization of
Ezport-Tmport Bank loans, and a reduction in Italy’s foreign ex-
change holdings by over 200 million dollars.

Balance of payments in 1948-49~Early in the Summer of 1948 the
Ttalian Government submitted to the OEEC a balance of payments
projection for 1948—49. After review by the OEEC, this estimate
showed imports in all currencies at 1,402 million dollars (£. o. b. basis),

24.



-

exports at 849 million dollars and the need for ECA financing at
601 million dollars. ° '

The ekpetience of the first 6 months of the fiscal year now indicates
the need for substantial modifications in these projections, with the
probability that the need for ECA financing will be reduced to ap-
proximately 555 million dollars for the fiscal year. The following
table summarizes BCA’s present estimates, based on experienee during
the first.half of the 1948-49 period.

Manee 10~--Italy: Summary balance of payments, 1948-49, LCA Estimate

[MiBions of dollars]
Dollar account 1
Nondollgr G;r%;l{i
. ACCOTN o
gﬁiﬁg Other Total

B 0e28 011) o - N 21011 2690 3 1628 6 $1,328.9
05,41 Lo X: SR N 146. 4 L4 T718.6 950,0
Merchandise balanes. - —d44.7 —4B88. 0 =482 ) -376 9
Tovisibles (ne -11.8 —88,1 —G0 7 —}43.8
Current aceount balance.- - —-57. 5 —547,0 +-21.3 —525,7
Battletnents I VRPN FE
Capital fransactions:

a. Non-ECA finaneing. .. —ccmeeam—- 1480 0 —+50.0 I

b, Ropayments._ weeeecmemacesmacmmmnm- =201 | A —20.1 fuee-

Lo 0 7 1 22,0 |ecemm e - R | SR
et posItion. cwo——awae oo oo —437.6 —5%.5 e S [, SR
Estimated requirements for United States

P2 o S — [p— PSR EBE B fevamemmmamee|—acmarm—ma—e
Tnercase of Aollar TeSeT VeS < oo oo —umfemmm——cucmasfcmmmc—— B4 | emamm e |ammm i am

1 Tncludes alf transactions with ‘Western Hemisphere, excapt 17,0 miilion dollars Arpontine unports
financed with a peso loan, and all other dollar transactions.

e o B et i ATt heso 1A

i TUtilization of Export-Import Bank ¢redit.

Tt is apparent that the original estimates substantially underesti-
mated exports, particularly to nondollar areas, and overestimated im-
ports. The result of these changes and of certain nonrecurring capi-
tal transactions, some of which do not appear in the above balance of
payments, has been to bring about a considerable increase in dollar
holdings during the first half of fiscal 1948—49. These holdings are ex-
peéted to be drawn on in part during the second half of fiscal 194849,
in ordér to finance 2 rising level of imports.’®

_The principal reasons for the rapid expansion of Ttalian exports
are outlined in Section IIIL, below. While this increase is definitely
5 favorable development, the same camnot be said for the apparent
failure of imports, including dollar imports, to coms up to the earlier
forecasts.. This reduction is not evidence of Ttalian recovery; rather
it reflects the reduced level of consumer demand and of industrial

activity, and-the drawing.down of industrial stocks.

1 Ttnlian geld and doliar reserves are still well below the amount regarded as the mini-
mum necessary for working balances and menetary reserve purposes.
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2. Imports '

As the following table shows, total Italian imports.during the period
194749 have been approximately 30 to 85 percent, by volume, above
1988 : :

TaeLe 11.—Tiqly: Bstimated total imports: 1988, 1947, 1948-49
[Millions of 1948 dollars, £. 0. b, bagis]

1938 e IR s 1,075
1947 - - 1,400 .
1948 e 1,300
1945497 . _ — — 1,327

T ECA estimate,

The increase above prewar is accounted for primarily by the fact
- that food imports, and particularly bread grains, have been well above
the prewar levels, as a result of reduced domestic production and the
increase of population. Itshould also be recalled that prewar imports
of industrial materials were considerably restricted by the autarchic
policies of the Fascist Government. In 1948, imports of fuel and
Industrial materials fell well below the 1947 level under the impact of
deflation; but this decline was partially offset by an increase
n food imports as world food availabilities increased. As explained
further below, a level of imports of 1,300 to 1,350 million dollars is
too low to support a level of industrial activity consistent with reason-
ably full utilzation of capacity, a high level of investment, and 2 rea-
sonable standard of living Imports for 1949-50 are accordingly pro-.
gamed at 1444 million dollars. For 1952-53, the Italian long-term
program shows imports of 1,774 million dollars.

As for the area pattern.of Italian imports, figures for 1948 indicate
that the proportion of Ttalian importsfrom the dollar area, particularly
the United States, is below that for the same period of 1947, though
well above 1938  As for the United States, the proportion of imports
In 1948 was, in volume terms, roughly three times that of 1988. In
1948 the sterling area furnished the same proportion of Ttaly’s imports
as In 1947, approzimately 11 percent, with Australia and the United
Kingdom furnishing about one-fourth each of the sterling area total.
It will be noted that, while the United Kingdom supplied 6.4 percent
of the total Ttalian imports in 1988, at present the percentage figure
is2.9. Argentina, during the period under review, has furnished 16.4
percent of Ttaly’s importé as compared with 2:4 percent in the prewar
year. . - .

The largest decline in imports compared with prewar is from Ger-
many, which furnished about 28 percent of total imports in 1938 and
slightly less than 2 percent in 1948, Thus Germany, Ttaly’s principal

** See appendix F, table IV.” ~ °°

26

i



supplier in 1938, at present ranks ninth among Ttaly’s suppliers;
Argentina has risen from sixth place to second place; and Australia is
now in third place, although in 1988 the latter country did not figure

" among Ttaly’s prineipal suppliers. Brazil, India, and Iran now rank

sixth, seventh, and eighth, as compared to negligible prewar positions
as suppliers of Ttalian imports.

3. Exporis

(Feneral level—The surprisiﬁgly rapid recovery of Ltalian exporis
over the last 3'years may be seen from the following indices of export
volume, 1946-48:

PaRLE 12.—Ttaly: Volume of ezports, 1946, 1947, 1948 (18t ualf)

[1938=100]

! " 1948 (Ist

1946 1047 Holt) &
REATI 221 CD o113 - 30 57 b 78
‘Industrial Taw materials. | wececcmccessmeweamm———————— e 49 48 9
Semufinished produets_ e am————- 83 G0 116
Finished produets e emeemvccc o camfenmm e emmme e me e - 38 75 a6
FoodStilS . e amemmmme—m——mAmeamm——————————n 25 35 46

a At an annual rate. N
b Another mdex prepared by the Italian Central Instifuts of Statistics puts the volume of total exports
for the Hrst 10 months of 1948 at 85 percent of 1838, -

Bourca: Bank of Italy.

-

For the year 1948, total exports will exceed 900 million dollars
compared with $1,100,000,000 in 1988 (at 1948 prices). Moreover, in
1948-nearly a quarter of Italian exports were directed to the former
Ttalian colonies, which now take a negligible portion of Ttalian ex-
ports. Thus exports to the rest of the-world in 1948 will actually ex-
ceed by a sizeable margin the total 1938 volume.*® )

The principal reasons for this rapid recovery are: (1) the exchange
rate and exchange control policies adopted by the Italian Government
in order to provide a stropg incentive to.exporis; (2) the deflation
which reduced Italian costs.and export. prices, and (3) the exploita-
tion by enterprising Italian exporters of favorable though frequently
temporary market opportunities which developed during 1947 and

-, 1948. )

The correlation between the course of Italian exports.over the last 3
years and the various Government measures of decontrol and devalua-
tion is so marked as to suggest-a significant causal relationship. Both
the initial freeing of a list of export items from license control early in

2 Ttalian exports in 1938 other. than exports to the colobies, at 1948 prices, were
$850,000,000,
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1946 and the institution of -the “franco valuta” system®* .gave an:
" impetus to the export boom although it made the evasion of exchange
controls more profitable. Further impetus was given by Suecessive
-devaluations-of the lira: institution of the 125 percent bonus in Jan-
uary of 1946 ; the 50 percent system in March of 1946 ; the devaluation
te 350 lire to the dollar in August of 1947 ; the institution, in. November
1847, of the new flexible exchangerate. Tha months of February 1946,
April 1948, October 1947, and December 1947 each showed substantial
increases in exports over the months immediately preceding. The
favorable effect o exports of the November 1947 devaluation was
strongly reenforced by the decline in domestic prices.and demq,ndTae-
companying the internal deflation which ensued shortly thereafter.
Ttalian exports-were:also favored by the over-valuation of .some other
Iluropean currencies.

An important part of the growth in export volume over the last 3
years can. be traced to temporary markets which arose as a result of
changes in prewar trade patterns. The .case of raw silk provides
an interesting example. In 1946, United States importers, hungry for
& commodity which had been excluded during the war, were quite
willing to pay Ttalian exporters 9 dollars a pound for silk. Two
million pounds of Ttalian raw silk, valued at 19,000,000 dollars were
imported into the United States during that year. When Japanese
sillk again came on the market, Italian exports dropped and less than
500,000 pounds of Ttalian raw silk were imported by the United
Statesin 1947. = : .

There are other éxamples. Until recet months, caustic soda wasg
in world short supply, with the result that Ttalian producers were
able to export more of the commodity than they can reasonably ex-
pect to-sell in the near future. The same is true for cértain other
chemical products. Abnormal world deficiencies have made possible
the export of certain Italian mechanical products, such as tractors,
trucks, and automobiles, which under mors normal conditions might
be too high priced for many markets. Even in the field of textiles,
Ttaly’s ability to -deliver more quickly than other suppliers (e. .,
the United Kingdom and France) has gained orders that might other-
wise have gone to lower bidders. « N

Commodity pattern—The commodity pattern of Italy’s postwar
exports has changed substantially from prewar.” As shownin table

A “Franeo valuta’’ "imports were those for which no forelgn exchange was requested from
.the Government Hxchange Control Office by the Importer. Purchases, were made with
forelgn curreney accumuinted abroad mosily as the result, elther of under-involcing of
exports, or of similar past evasions of the exchenge contrdl regulations. In faet, “franco
valuta” Imports were- msed for'the rrepatrigtion in the -form of commodities: of Italian
assets beld abroad. -
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12 above, the greatest changes have occurred-in the case.of foodstuﬁ's,
which ars running very much below their prewar volume; and in
semifinished products, which have not only gained relative to other
types of exports, but are already above prewar levels. Fxports of
industrial raw materials have approximately recovered their relative
prewar position, -while the relative importance of finished products
hds somewhat increased.

A compamson of prewar and present levels of exports for individual
commodities gives.some ides of the causes of these changes. Among
food items, cheeses, olive oil, wines, in particular, are below prewar
levels; tomato paste, citrus frults and potatoes have also lagged. The
reagons differ for the various products. In-the case of cheeses and olive
oil the reduction is mostly due to insufficient production and failure
to import sufficient guantities of substitutes for domestic consumption.
In the case of citrus fruit and wines, the present dusterity import
programs of the United Klngdom and Germany are the chief limiting
factors, although the Swiss market for bulk wines had also declined.
Tn the case of tomato paste, the difficulty is a combined one: a reduced
United States market and United Kingdom.import policy. An- ap-
parent though. probably temporary recovery has taken place in exports
of noncitrus fruits and nuts, chiefly as a result of the new Italy-Blzona
trade.agreement.

The textile field is.characterized by a trend away from :Eabrlcs to
yarn. Exporis of wool yarn, are twice prewar; cotton yarn, one and
three-quarter times. Cotton and wool fabrics, on the other band, are
running -atless than one-third of their prewar levels. Thig shifting
emphasis is-apparently due to the current exchange-saving policies
of Ttaly’s.customers.

A remiarkdble expansion in exports ofiron ‘and steel tubes might
not be an indication of a permanent trend, but merely-a reflection-of a
temporary world shortage of this item. Similarly, the expansion in
ziné and particularly copper exports is probably a reflection of current
nonferrous metal shortages and of the reduced level 6f activity in-the
Ttalian machinery and equlpment industry and in construction,

"The expansicn in exports of the capital goods industries is largely
made possible by the heavy postwar demand of many countries for
equipment. Although present rates-of exports of certain items (e. g.,
autoraobiles and tractors) may not continue, this industry provides the
most promising opportunities for futm:e. exports prov1dec1 present costs
can be substantially lowered.

“Area patiein. —The country and area pattern of postwar Ita,han
exports also shows marked changes as compa,red with 1938 in the
following table:
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Taere 13— Ttaly: 4req pattern of IHalian exforts: 1938, 1847, 1948 (Ist half) *

1938 1947 (lsltgﬁaalf)

Nonpartiapating countries:

Bt e S 0.7 6.3 10.0
Other Western Hemisphered A .11.5 12,32
Sterling ares ... S P 7.2 9.8 611,35
L T 24.6 26.8 253

g 1 48 6 .4 589

Participating countries: . .

Sberling area & e e ———— 7.3 1 8.1 . &7
Other 5 e e 4.1 85 35.4
Total e e e et e e e 51.4 45.6 411

i Pereentages exclide eotonial exports,

3 Argentina, Brazil,-and Ohils onty.

3 Bgypt, British Tndia, Union of Sonth :Africa, end Australia only.

& United Kingdom only. .

§ Excludes Jeeland, Drenmarlk, Treland, and Portigsl, N o . .

! Includes Ezypt, although this country no Jonger belonged #o sierling bloe in 1948, The iuclusion was
wade to preserve comparability. .

Sourze: Commerclo di Iinpertazions e di Esporiazione, 1938, vol. 1, pp. 033 f; Decamber 1847, pp. 163-104;
Jume 1948, pp. 108-100.

Before the war, Germany -was Ttaly’s chief export outlet, taking
(together with Austria, for which separate statistics for 1938 are not
available) 19 percent of the total; today it takes only 3 percent (with
Austria, about 5 percent). The former colonies have virtually
dropped out of the picture. The United States and the United King-
dom have gained slightly over their relative prewar position; Switzer-
land is now twice as important; and Argentina has about tripled its
Italian imports to become Italy’s largest customer., India has also
become an important customer.

Eastern Europe represents an important outlet- for Italy’s manu-
factures and an important nondollar source of fuel, food, and raw
materjals. Italian exports to eastern Europe are, at the.present time,
about half of prewar-in volume* The greatest drop has been in
fruit exports. On a combined basis Yugoslavia, Poland, and Czecho-
slovalda have virtually recovered their prewar import volume from
Ttaly, while Hungary, Rumania, and Albania are considerably below
prewar. Neither the USSR nor Bulgaria were ever significant
markets for Italian exports, but it is possible that under the new
Soviet-Italian trade agreement Russia may now develop into a market
of some importance.

Despite the favorable statistical picture presented by Italian exports
over the last 3 years, the outlook for the future is somewhat less
reassuring. The causes of the rapid postwar recovery of exports are
te some extent of a nonrecurring nature. A continustion of this
favorable trend will require a number of serious obstacles to be over-
come; these are discussed in section IIT below.

-

U See appendix I, table VIYL,
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F. POLITICAL SITUATION

Politically, the present Italian Government is considered to be
stable, moderate, and oriented both economically and ideologically
toward the West. The Christian Democratic Party of Prime Minister
De Gasperi is considerably more powerful than any other in Italy,
and its alignment with minor political groups to the right and left of
its own central position gives it a broadly representative character.

Opposition to the Government centers around. the Italian Commu-
nist party to which is allied the Lelt-wing Socialist Party. The
opposition follows the declared policy of the Cominform to wreck the
Yuropean Recovery Program. Its chief weapon against WRP lies In
ils control over certain labor unions. The principal labor organiza-
tion in Italy at present is the Italian General Confederation of Labor
(CGIL), which is under Communist and Left-wing Socialist control.
As a result, the opposition has been in 2 position to foment political
strikes and create other disturbances which have as their principal
objective the slowing down of economic activity and of recovery.

The CGIL was considerably weakened by the withdrawal in July
1048 of a large group of workers under Christian Democratic leader-
ship. The new group formally organized itself info the Free Italian
Genera] Federation of Workers (LCGIL), and this organization has
generally supported the BRP and followed a policy favorable to the
Government. Although it is not so strong as the Communist-domi-
nated CGIL, there are indications that increasing numbers of worlers
ave joining the LOGIL. At the end of 1948, CGLL and LOGIL mem-
bership claims were, respectively, 6 million and 1.5 million.

The Communist-dominated unions have been able to gain support
for their strikes partly because of the often unfavorable circumstances
in which the Ttalian worker finds himself, Although the Government
has been able to check inflation over the last year, prices remain high
relative to wages (especially in the white collar and in the skilled
workers groups) and, as already noted, there is extensive unemploy-
ment, which continues to represent a threat to social and political
stability. Nevertheless, it has been possible to establish the new labor
organization because of an awakening realization on the part of the
workers of the benefits of ERP and of the motivation of the Com-
munist leadership.

Besides outside opposition from the Communists, the Government
has problems within its own ranks. The Government party, the Chris-
tian Democrats, is a heterogeneous one whose members fall mnto left,
center, and right groups. The Government has further to take into
account the opinions of supporting parties, principally the Liberals
to the right end the Right-wing Socialists to the left, with the result
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that effective action on a number of important problems tends to be
delayed by the need for resolving disagreements within the adminis-
tration parties themselves. As a result, it has been diffeult for the
Government, especially during the period preceding the 1948 election,
to develop and pursue conmsistent and effective economic recovery
policies.
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Chapter 1IL Basic Problems

The principal problems of Italian recovery may convemently be

grouped.around several fundamental questions:

A, What investment program is desirable, and, in partwular

(1) How can the Ttalien Government assure a volume.of in-
vestment which will be sufficient to ensure reasonably full utiliza-
tion of industrial capacity and at the swme time to avoid serious
inflation—i. e., the joint problem .of investment and economic
stability ¢

{2) What are the factors and considerations determmmg the
proper direction of investrments in. the Italian economy ! ¢

B. What are the major impediments to the increase in exports
necessary to the achievement of' self—support and the continuation
of industrial growth along the most economie lines? .

C. To what extent can Ttaly count on large scale emigration to al-
leviate its economic and political problems as it did in the years
before World War1?% "

D. What modifications in the Ttalian Government’s economic ad-
ministration and policy-making machinery appear to be neces-
sary in. order eﬁectwely to cope with Ttaly’s major recovery
problems?

A. THE PROBLEM OF [NVESTMENT

1. Investment and Financial Stability

The immediate solution for the- investment-stability problem in
Itoly requires-a more aggressive public investment policy. In the
absence of such a poliey, it is difficult properly to evaluate the long
range outlook because of the very preliminary character of Italian
Government forecasts in.the field of national accounts, which are indi-
cations of lines of thinking rather than articulate ecoriomic policies.

* According to the. Jtalian: long-term program, as submitted to the
OEEC, total net investments over the 4-year, ERP period would bse
3,842 billion lire. More Tecent estimates from the Ttalian Treasury
raise this figure to 4,281 billion lire, thus reflecting a growing aware-
ness in the Ttalian Government of the critical importance of a high

824047—49——6 23



level of investment for the achievement of the ERP goals. The new
estimates are tabulated below:

Tasre 14.—lialy: Hstimated resources and outlays for investmeni and Govern-
ment expendilures

[in bilHons of 1948 lire]
194549 | 1949:50 | 1950-51 | 1851-52 Tolal
Reagurces:
BBVIDES. e e 834 000 1,008 1,100 3,840
Rovenue from tayation____ .o . 900 1,100 1,250 1,400 4,650
Revenue from sale of ERP poods (local cirvencey N g i i
fundyi_____ T TN TR 250 280 250 200 I, 050
1,984 2,280 2,606'| 2,720 9, 490
Ontlays:
Publle investment________._____ —————— 545 450 |, 200 230 1,655
Private investment________________ """ TTTTT 220 880 806 $20- 2,020
Government (nonlnvestment) expendituves.. ... 1,170 1,150 1,310 1,520 B, 150
1,925| 2,980 2,56 | 2720 9,431
Inflationary gap (—) or dallationary surplus (). =59 0 0 oy 456

1 The Itaflan Covernment assnmes an approximately constant rate of ECA aid throughont the ERP
ﬂ]a]rlod. Ths {nelasion in this table of the corresponding figures for Iacal eurrency acerials doesnot of coures
ply ECA endorsement of thls assumption.

Source: Italan ‘Treasury estimatbe, Jan. 1, 1049,

The original Ttalian Govermment plans would have, implied in-
activity for a portion of Italy’s productive capecity which, if utilized,
could have increased substantially the insufficiently large investment
program; the new estimates indicate the intention fully to utilize the -
capacity of the economy. However, this apparent equilibrium is
achieved only by assuming a quite unrealistic inerease in the volume of
private investruent after 194849, a considerable increase in govern-
mental noninvestment expenditure, and a large continuing defieit in
over-all Government budget. If adjustments are made for these fac-
tors, the estimates would indicate 2 substantial deflationary surplus
not only in fiscal 194849 but also in the following years of the ERP
period. :

The initiation of a publie investment program large enough to uti-
lize fully the capacity of the Italian ecénomy, inevitably-involves some
danger of inflation. How much danger can’ only be ‘determined by
trial and error; it cannot be calculated precisely in advance. Tn
the near future, the absence of important physical limitations on an
increase in industrial production makes development of strong infla-
tionary pressure unlikely; an increase in money demand can o ex-
pected to increase output rapidly as ‘well as to raise the level of
imports. In this respect, the present situation is not comparable
to-that of 1947, when shortages of fuel and other imported materials
limited very substantially the physical ability of industrial output
to increase. Only as full utilization of existing facilities is ap-
iproached will the danger of price inflation incresse. In that event, it
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will probably be necessary to.exercise effective and- discriminating con-
trol of bank credit and thus to prevent a recurrence of the excessive
speculative inventory accumulation of 1947. Administrative prepa-
rations to reduce the rate of public and private investment expendi-
tures, if prices appear to be rising dangerously, will also be needed.
Further, a part of the foreign exchange reserves accumulated during
1948 could be used on an emergency basis to increase imports of food
and other consumer goods in order to check inflationary pressures.

Tt would appear that the Ttalian Government has little to fear and
much to gain from an aggressive public investment program provided
it plans carefully and in advance for possible contingencies.. Clearly,
the continued under-utilization of a considerable part of industrial ca-
pacity is inconsistent with the-objectives of the recovery program and
will not contribute to a solution of Italy’s fundamental employment’
problem.

2. The Direction of Investment in the Italian Economy

In addition to the problem of realizing the maximum volume of
irivestment which is compatible with financial stability, there is the
fnore difficult problem of determining the correct direction of that
investment. and of allocating investment resources among competing
claims. Because of the timidity-of private investment in Italy and the
need for extensive public works as well as the degree of state owner-
ship of industrial facilities, a large proportion of investment must
necessarily be public investment. This was true before the war and-is
ever truer today. Asnoted below, this presents the Italian Govern-
ment with the administrative necessity of preparing and carrying out
o national investment budget which will be, not merely the sum of
projects which. the various-agencies happen to-have ready to hand,but
rather the result.of careful analysis of the directions in which Italy’s
capital plant should be expanded.

\Vith these general considerations in mind, it would appear that-the
preparation of a national investment budget might appropriately be -
guided by-the following criteria:

(1) The creation of the maximum: volume of employment in the
“process of capital formation itself; ‘

(2), The creation of the maxitum volume of employment in the ’
continued utilization of the new capital; . .

(3) Tnvestments with a high and rapid yield are to be preferred;

(4) Intheindustrial field, and particularly in the export industries,
international cost comparisons must be closely watched and the-cost-
reducing aspect of industrial investment will need to be borne in mind.
However, in a country lile Italy with a large skilled labor force, rela-
tively low real wages and restricted domestic and foreign markets,
labor saving investments will not necessarily or even usually result
in decreased costs. : - y .
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(5) Autarchie policies should be avoided. There is 2 strong ten-
deney in some Italian thinking to consider any investment which
reduces imports as economic and desirable. For a country with such
a narrow domestic market and limited endowment of natural resources,
this seems a counsel of despair. The direction of Italian development
is of necessity toward increasing rather than reducing the specializa-
tion of Xtaly’s economy and therefore her dependence on foreign trade.?
. With these criteria in mind, it may be useful tentatively to con-
sider some of the major fields of investment in the Italian economy.?

(1) Hydroelectric power : From 1922 to 1935 electric power produc-
tion increased at the average rate of 9 percent per annum. To meet
the increasing requirements of other industries, it is probable that out-
put could appropriately be increased during the ERP period from
present levels (22 billion kilowatt hours per annum) to some 28 billion
kilowatt hours. Such investment has an immediate advantage in terms
of employment since the construction of hydroelectric installations
absorbs 2 large amount of labor.

(2) Housing: Investment in housing would make s significant con-
tribution to the solution of the unemployment problem. and would,
begin to relieve the worse than austere level of Ttalian living standards.
Although peither in the immediate future nor in the long run would
such 2 housing program appreciably add to or improve Ttaly’s produe-
tive plant and enhance the viability of the Ttalian economy, there could
be some beneficial effect on labor mobility. Moreover, and of para-
mount importance, social and political factors, as well as consumption
and employment considerations, dictate the high priority of a large
housing program which can within a reasonable time meet the most
urgent, requirements, especially in the low-rent field.

(3) Public works: The lowest rotio of capital investment to em-
ployment can be attained in the field of public works such as repair and
construction of roads, public health projects and public utilities. These
undertakings provide a field of investment which readily utilizes un-
skilled Iabor and therefore brings immediate relief to unemployment.
However, even where their need is greatest in terms of employment and
pressing political considerations, as is the case in southern Ttaly, in-
vestménts in public works do not normally improve materially the
international competitive position of -the economy or provide for =
lasting expansion in employment.- Nevertheless, a moderate priority
is indicated on political grounds for this type of investment.

(4) Industry: In-considering the industries to which primary

z (')n'e‘considera,tioﬁ wall pérhu,pé be suflcient to demonstrate why this is so. Ag per capita
income rlses so will the effective demand’for food. Eecause'good Iand is go Iimited in Ttaly,
this will mean a rising import demand- for foed swhich will create the neeessity and the
Incentive for Increased industria? production for export.

* A preliminary {iscussion of .the 4-year Investment esHmates of the Italian long-range
program iz contuined in sec, IV below, .- -

36"



attention might be directed, it is clear that those which will provide.
the greatest increase in the utilization of manpower after the invess-
ment is completed are those which call for the greatest emphasis.
In addition, in view of Italy’s wealth of manpower and relative pov-
erty of raw material resources, it is evident that the development of
those industries in which the ratio of labor input to raw matérials
input would be high also deserves a priority. In some of these in-
dustries Ttaly’s cost advantage in international trade can be expected
to continue. On both counts, therefore, the textile and machinery
and equipment industries should play a major role in the develop-
ment of the Ttalion economy. Iach of these industries already gives
direct employment to over 600,000 workers and ig characterized by
a.relatively high proportion of earnings of skilled manpower com-
pared with raw material costs.

The meajor impediment to a continued expansion of employment
in the textile industry is the tendency in many foreign markefs to
restrict imports of consumer goods and to protect the domestie textile
industry. Specialization might overcome some of these difficulties.
In the field of synthetic fibers, for example, Ttaly might perhaps
decide to continue producing more high quality rayon, instead: of
persisting in the autarchic and uneconomic policy of seeking to replace
cotton with filament yarn.

The machinery and equipment industry, with a capacity which is 50
percent greater than prewar (when cne-fourth of the total output
consisted of material and equipment for the Italian armed forces),
poses a number of basic problems which can be grouped under the
headings of (&) present high production costs; and (&) the problem of
entry into foreign markets

Present, hlgﬁ costs in the Ttalian mechanical and engineering in-
dustries result primarily from low utilization of capacity and from
a number of serious structural maladjustments inherited from thé
war and the prewar economic policy. 'The problem is one of reorgani-
zation, rationalization, and full employment of capacity rather than
of extensive labor-saving investment which is in some cases uneco-
nomic under Ttalian conditions. In Ttaly at present competition-can-
not be counted on to accomplish this result, as the domestic market:
is small and the Italian Govemment through the TRI organizations,
owns outright or has control over a very large part of this indnstry.?

The reoraz_tmzatmn of the chhugery al).d‘, equipment industry Seems
required by a number 6f circumstances. The prewar capacity, which
in 1938 was utilized only to the extent of .80 percent, has now been in;

3IRY (Imstitute for Indusirial Reco'nstr‘uct'lon),'a public holding cc;rl;pany dating from
Drewar, has direct ownership eontrol over roughly one-third of the entire- mechamical

industry and exercises indireet infinence through share participations of varying degrees-in
almost all other sectors of machinery and equipment production.
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creased by at least 50 percent as g result of warlime expansion, A
considerable part of the new capacity consists now of plants hastily
or inadequately converted from military production.and is, therefore,
highly inefficient. Other branches suffer from bad plant location, dis-
proportionate development of some processes or branches as com-
pared with others, excess capacity in some lines, and so on. Hence
the immediate need for reorganization, concenfration, reduction of
capacity in certain sectors and modernization in others. Shipbuild-
ing, farm machinery, precision tools, miscellaneous industrial equip-
ment and electrical appliances are among the sectors where reorgani-
zation (including a limited amount of net investment) is likely to
yield the best and most immediate results.. Somewhat later, these
industries should provide the opportunity for greatly expanded ca-
pacity and employment when domestic demand for mechanical prod-
ucts has improved. and. when lowered costs made possible by adequate
reorganization and greater cooperation among the participating coun-
tries have opened up larger foreign markets.

A limited amount of increased employment can be expected from
the reorganization of the food processing industry, which could
increase the efficiency-of its operations and reduce excess capacity by
the elimination of margmal plants.

Some expansion in capacity might be forecast for the chemical in-
dustry both to keep up with the general industrial development of the
country and to maintain and expand. postwar markets. In the field
of fertlllzers, caustic soda, plastics, dyestuffs, etc., production expan-
sion is-perhaps most clearly indicated.

A quantitative rather than a qualitative problem arises in connec-
tion with the petroleum refineries. Italy has already reached a
level of capacity greater than inprewar years, and there is undoubtedly
room for some further expansion which would cover domestic needs.
for specified products while leaving small exportable surpluses of
gasoline, kerosene, diesel oil, etc. But the low ratio of manpower
absorbed to capital invested argues against further rapid expansion,
as do also the extensive development plans for refining facilities and
exports envisaged by other participating counfries. The rationalized
expansion of refining capacity throughout western Europe is a prob-
lem which merits the early attention of the OEEC.* ’

The purpose of the foregoing discusslon has been to'show the com-
plexity of the problem of directing industrial investment in Italy. The.
difficulties faced by the Italian Government in this field are greatly in-
ereased by certain institutional features of Italian industry, which are
both a sad'inheritance from the past and a hindrance to a better future.
During the 1920’s and 1930%, Italian industry grew under the. ha,phaz—

"I‘he pro‘blem of Investment In the lrun and-steel industry 1s discussed briefly in ehapten
IV, helow.
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ard direction of the Fascist State without the healthy selection im-
posed by competition. Autarchic Fascist policies prevented foreign
competition and the small size of the domestic market tended to make
muck of industry highly monopolistic. Heavy industries, such as
the armament industry and shipbuilding, grew rapidly and: uneco-
nomjcally during World War I and were protected during the inter-
war years from competition which might have stimulated needed re-
organization and rationalization. In its search for self-sufficiency,
Fascism developed a number of new industries, whick could not have
survived i a competitive economy. Perhaps the best examples lie
in the field of mining in which the uneconomie production of copper,
tm and other nonferrous metals was encouraged ; other examples are
to be found in the development of such produets as easein and wool.

A second feature of the Ttalizn economy is the.degree of State par-
tlcipation in many key sectors, either throngh direct ownership of
certain industries or through parastatal holding companies (IRL, ete.).
State control of certain basic service industries, such as the major rail-
roads and telegraphs, dates back to the nineteenth century. But in
the period between the two world wars, the participation of the state
in industrial activities was greatly expanded both to support industries
which for one reason or another found themselves in financial diffi-
culties and to foster new investments in fields dictated by the autarchic
program of Ttalian Fascism. Today the state is in a position, directly
or indirectly, to control the bulk of the rail transport facilities and 2
sizable share of road transport, passenger shipping, and other service
industries such as radic and telephones. The State controls 23 percent
of the national power output, virtually all of the-output of hard coal,
two-thirds of the iron ore and mercury production and an important
share of the production of other nonferrous metals. A1l of Ttaly’s blast
furnaces and ahout half of the stesl-mill capacity are controlled by
the Government. In the machinery and equipment industry, State-
controlled plants comprise one-third of the productive eapacity for
airplane and Diesel engines and for electric machinery, On the whole,
state-controlled mechanical and engineering industries employ 100,000
workers and comprise one-third of the output of medinm and large
plants in this field. Over 70 percent of private savings institutions
are controlled by the State either directly or through State-controlied
institutions.

The term “state control” used in connection with Italian industry
must not be understood in the sense of “nationalized industry.” For a
very large part of such enterprises, the Italian (overnment merely
provides a certain amount of financial backing and risk-talking while
participating passively or scarcely at all in managerial decisions. Ina
large number of such enterprises little effort is being made by the Gov-
ernment to achieve greater efficiency through modernization and reor-
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ganization. Quasi-nationalized industries are 1iot used as pace-setters
for privately owned establishments in the same field. The state-con-
trolled enterprises are by no means used as tools of governmental
economic policy but now serve rather to-aggravate the rigidities which
plague the Italian economy; in some cases marginal production units
which would have disappeared in a normal competitive situation con-
tinue 1o exist. because of financial support. from the Ifalian state.
. Lacking the incentive of private enterprise and free competition, for
which the present passive managerial role of the state provides no
substitute, certain segments of these state-controlled industries have
ceased to develop or now improve at only a snail’s pace.

The overcoming of these institutional impediments would seem to
require vigorous Government action through new or existing state
machinery, coordinated through an adequate governmental planning
mechanism. For example, a reduction. in the prices of farm machinery,
and especially of tractors,could be effected by rationalizing, improving
and ezpanding the existing plants. Likewise state-controlled facili-
ties might be used to produce low-cost nitrogenous fertilizer with a
view to stimulating fertilizer consumption and fostering agricultural
production. The granting of future credits to individual engineering
planfs might be designed not to support marginal or uneconomic enter-
prises but to foster rationalization and reorganization.

B. EXPORT MARKETS

The extent of the dependence of Italian recovery on an expansion
‘of exports has already been noted. To achieve viability by 1952-53,
Italy will have to reach an expont leyel of close to 1.5 billion (1948)
dollars. This represents an increase over current levels of more than
50 percent, or an average improvement of approximately 13 percent
per annum during the ERP period. Compared with the rate of in-
crease achieved from 1946 to 1948, this may not seem ambitious, but
market conditions are likely to be increasingly less favorable to the
achievement-of this-goal. This target is about one-third greater in
volume than.exports in 1938, including exports to the former colonies.
If the laiter are excluded, the target is 176 percent of 1938 volume.

Some of the immediate obstacles to the expansion of major pre-
war exports, particularly foodstuffs and textile fabrics, have been
indicated: ahove. The general problem of export markets may also
be viewed more broadly: (¢) can Italy meet price competition in

-those markets which are now open to-its products, and (#) to what
extent will potential markets be open to Italian exports?

In the short run, Italian export industries, particularly textiles

_and machinery and equipment, have high costs primarily because of
the under-utilization of plant and because the prices of some of
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their materials are frequently established in noncompetitive domestic
markets. Specific institutional r1g1d1tles of the types already an-
alyzed are also important, partmularly in the machinery and equip-
ment field, The uneconomic turn-over tax and the surplus workers on
industrial pay rolls are also factors which maintain some costs at high
levels. These are all difficulties which can in the main be remedied
by the Italians themselves. An expansion of domestic demand and
fuller utilization of facilities would take care of a large part of
them. Vigorous Government action fo guide investment in the cap-
ital goods sector, as outlined above, also appears essential. ~ Progress
in fiscal reform will permit modification or abolition of the turn-over
tax. Provided the proper steps are taken, there is no reason why
Tialian mdust.ry, with its skilled industrial labor force and relatively
low resl wages, cannot compete successfully in any foreign market
in. those lines of activity where the ratio of labor costs to the cost of
raw materials and fixed plant is high.®

Far more difficult and doubtful is the answer to the second ques-
tion: Can potential foreign markets bhe developed which will be
large enough to absorb an expanding volume of Italian agricultural
and industrial exports? A serious question is here raised by the aus-
terity policies of certain participating countries, and by their own
development plans which threaten permanently to, cloge a large po-
tential market for Ttalian textiles and mechanical products. There
are also the special problems of reviving trade with Germany and
with eastern Furope, In the case of western Germany, the principal
question is how many years it will take that country to reach s level
of per capita income which will permit heavy imports of Italian agri-
cultural specmltles Some idea of the importance of this question for
Ttalian recovery is indicated by the fact that Ttaly’s exports to Ger-
many in 1938 were at an annual rate of at least 150 million (1948) dol-
lars higher than the current rate.

As for eastern Europe, the current volume of It&lla.n. exports to that
area is only about half the prewar level. Whether this natural marlket
for Ttalian exports, particularly for machinery and equipment, can
be expanded above prewar levels depends primarily upon political
factors and upon eastern Europe’s willingness and ability to expand
exports of the basic products Italy needs, particularly grain, coal, and
lomber.

The rapid expansion of Italy’s overseas exports to date (facilitated
by the tariff reductions negotiated in 1948 in Geneva) has tended to
hide the difficulties of continved expansion in the future, and particu-
larly the problems created by lagging exporis to European markets.
As the production of other countries increases and competition in

8Italy’s importent ecohomic advantages for invisible exporis—shipping and tourism—
Bhould also be remembered.
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overseas markets becomes more keen, the further expansion of Ifalian:
exports to overseas markets is likely to encounter increasing difficu]-
tiess At that time the seriousness of the impediments to Italian ex-
ports to other European countries will become visible in correct per-
spective as the critical imitation on Italian industrial growth and on
the achievement of self-support.

C. EMIGRATION

Before World War I, Ttaly’s growing population found an outlet in
permanent overseas emigration and in temporary migration for sea-
sonal work in northern and western Europe. Between the wars, emi-
gration was curtailed both by foreign immigration quotas and by the
TFascist Government, and unemployment in Italy grew despite Fascist
programs of industrialization and colonization and maintenance of a
large army and navy. The outlook for emigration is somewhat better
at the present moment than at any time since World War I, owing
largely to the willingness of some countries to admit more Ttalian im-
migrants. There ave, however, two principal obstacles to the realiza-
tion of large-scale emigration. Many of the countries, which have
resources waiting to be developed and are willing to admit substantial
numbers of Ttalians, lack the eapital necessary to carry through such
development. Further, neither the Italian Government nor most of
the overseas countrics of destination_now have sufficient shipping
space available for emigrants.

The seasonal employment of Italians by other participating coun-
tries helps the Ttalian economy temporarily but does not make so
effective a contribution to the solution of the overpopulation problem.
The largest importer of Ttalian labor in 1947 was Switzerland, which
took 118,000, almost all temporary emigrants. In 1947, other large
migrations of Italians in Europe were: 38,000 to Belgium, mostly
miners; 86,000 to France, for agriculture, building, mining, and metal-
lurgical work. France, however, would be a good ountlet for perma-
nent settlement for farmers, miners, and industrial workers, but large
seals permanent migration to France cannot be expected during the
recovery period unless present French thinking on this subject is con-
siderably modified. This appears to be a subject for consideration
by the OEEC.

The largest present and potential destination for Italian emigrants
js South America. In 1948, Argentina inaugurated a b-year plan
for the encouragement of imamigration, calling for the admission of
at least 50,000 immigrants yearly. In 1947, Italian emigration to

¢ Bven if mext spring' tarlff reductions are obtained hy the Italinn Government at the
multiateral negotiations which will take place ot Annecy, ¥rance, in connection with the
adherence of Italy and twelve other conntries to the General Agreement oz Tarils and
Trade. )
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Argenting totaled 25,000, In January 1948, Ttaly and Argentina
agreed that 100,000 Italians would emigrate to Argentina in that year.
Some of those who migrated to Argentina were reported to have been
unable to locate suitable work there and to have requested repatriation.
Late in 1948 Argentina specified a quota permitting the entry of
61,000 Ttalian immigrants during the first 9 months of 1949,

Venezuela, with a 10-year program intended to double the country’s
present population of 3.85 million, has sent commissions to recruit
settlers in Ttaly, France, and Germany (DP’s). Italy is attempting
to reach an agreement with Brazil on o program which may involve as
many as 41,000 Ttalians annually. Other Latin American countries
which have manifested interest in receiving Italian emigrants are
Peru, Mexico, and Uruguay.

On the basis of existing agreements, Italian Government sources
estimate the overseas emigration possibilities for calendar 1949 at
910,000. It appears at the present time that there will be a deficiency
in shipping space for at least 40,000 persoms. If passage could be
obtained for these, the total emigration would be not far short of the
year’s natural additions to the population of working age. While these
estimates are probably optimistic, they do indicate the possibility that
with energy and coordinated action on the part of the Italian Gov-
ernment, and with outside assistance, particularly in the form of
ocean shipping, large scale emigration of Jtalians may be feasible
during the ERP period.

To facilitate emigration the following lines of action should be
investigated :

(1) Loauns to receiving countries in Latin America and other under-
developed areas might be made in order to develop large areas suitable
for settlement by Italian immigrants. Such loans could appropriately
be related to specific immigration programs.

(2) Funds from the Italian lira counterpart or the technical assist-
ance fund could be used to supplement the Italian Government’s efforts
at large scale labor fraining. Most countries wanting Italian immi-
grants prefer or insist upon trained workers. An effective labor
training program is vital both for the internal development of Italy
and for a successful emipration progam. The program might well be
carried out in cooperation with the International Labor QOrganiza-
tion, which has a labor training program of its own.

(3) Additional ships will be required if anything like the number
of emigrants to overseas countries now contemplated is to reach their
destination. As mentioned above, shipping space is now lacking for
some 40,000 expected emigrants to South America in calendar 1949.
If agreement is reached with Brazil, the shortage will be even more
pronounced since Brazil has no ships for the purpose.
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(4) The present United States imnigration quota for Italy is only
5,800 annually. During the war much of the Ttalian quotar was nof
used. Recently a bill was introduced into Congress proposmg that
the unused wartime quota be made available to Italy now.

D. ECONOMIC POLICY AND ADMINISTRATION

Finally, a major impediment to Ttalian recovery and to the achieve-
ment of the goals of the ERP in Ttaly is the absence of effective means
for formulating over-all national economic plans and policigs for the
country and for ensuring that these are carried out. 'While this weak-
ness is understandable in terms of the difficulties of reconstituting the
governmental machinery after the war, its continuation threatens
progress toward Italian recovery.

The key areas of Italian economic pohcy in which coordinated’
planning ? and execution appear essential are:

{1) The preparation of a national investment budget (as pa.rb of 2
national economic budget) ® and its implementation by the operating
ministries and parastatal orgenizations, and by the banking system.

{2) The determination of standards for the administration of credit
controls and spec.iﬁe controls.over private investments.

(8) The programing of imports and coordmatlon of a]l 1mport
licensing and exchange control policy. ~

The organization of the administrative machinery needed :Eor recov-
ery planning is a matter for the Italian Government to determine. A.
cursory examination of the éxistinlg machinery, although it reveals
some progress in the last few months, demonstrates basic weaknesses,
particularly the absence of governmental machinery for long-range’
planning of economic development. Equally, the existing machinery
for carrying out such plans and programs requires strengthening.
Various aspects of this si't.ua.tion are touched on at other points in this

study. One more point may, perhaps, be stressed here: ‘the need for an”
improvement in the-statistical services of the Italian Government and -
for a far greater degree “of cooperation from business organizations in .

x

"Bconomie planning ag epplied in a demecratle, constifntlonal state, mesne no more
than the coordinpted ndminigtration of n relatively few key economic contrels, primarily
In the fleld of government flnance, bank credit and foreign trade in accerdance with a gen-
eralized set of production and trade tarzets and a relatively more detniled national invest-
ment budget., HExperience in ofher countries suggests that economie¢ planning necessitates
administrative machinery which satisfies three requirements: (1) Itshould be independent
of the prineipal operating ministries; (2) it needs a professional an@ technical staff of the
highest calibre; and (3) it requires effectlve authoriiy vis-a-vis the operating ministries
in order tp be able effectively to coordinate the Iatter’s netivities and %o emsure that
approved and consistent economie policies are followed by all concerned.

5 Such as that prepureﬂ gemiannunlly by the President’s Council of ¥conomic Advisors
in the Unifed States or th.e Commigsion du Bﬂun of the Freneh Government's Planning

" &tafl. . .

44



supplying up-to-date and accurate data on production, inventories, ete.
Tt is clearly the responsibility and the prerogative of the Italian Gov-
ernment, to determine whether changes are needed and, if so, to work
out the administrative organization necessary for making the most
effective use of ERP aid. The ECA can indicate, as has been done
here, the problems which exist, but it does not presume te determine
the manner in which they might be solved.
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Chapter IV. The Italian Long-Term

Preogram

The long-term program presented by the Ttalian Government to the
OEECis a very tentative expression of views rather than a firm pro-
gram of goals and of the means to achieve them. It consists chiefly of
two types of materials which have not as yet been integrated into a
working plan: (1) The results of certain private studies containing
statistical projections of the possible lines of Ttaly’s future economic
development; and (2) a series of investment plans formulated by the
various economic ministries. As such, the Italian Government’s mem-
orandum provides some excellent basic material and considerable pre-
liminary thinking, but it should not, in its present form, be considered
an action program. Conspicuously absent is any treatment of the
administrative means to achieve the targets. The following discussion
should be read with these reservations in mind,

A. TARGETS OF THE PROGRAM

The Ttalian memorandum includes targets for employment, national
income, industrial production, agricultural production, and external
accounts.

(1) The most eritical of these targets is an increase in nonagricul-
tural employment by approximately 1,200,000 during the 4 years of the
program. A very rough estimate of the proj jected changes in Italian
employment over the 4 years of the program is shown in table 15 below.

Tasrs 15~ltaly: Contemplated changes in labor force: 19}8-49, 1951-52

[In thousandsi
Labor force:

Present unemploynment. _— e 11,482
New labor seeking employment. _— ——— 2840
Total -— 2,122

| e}

1 Figure for October 1048,

1 Aetual increase in populntion of working age during the period is estimated at 1,000,000
(250,000 per annum) ; it 1s assumed that 84 percent will seek employment. This ratio {8
baged on data of the latest (1038) eensus. See P. Saracens, op. cit., p. 87.

1 Italinn memorandum on the long-term program, Home, September 80, 1048,
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New employment :

Agriculfure ——
Industry and handerafts___ —_ 500
Public works and construction——, — -_— 300
Other*® : - — 400
Total e e e _— 1, 200
Emigration of job seekers (net) — 1800
Remaining unemployed at end-of program ; 429

‘¥ rade, Transportation, puﬁlie’administraﬂon, and other services,

4+ Thiz fignre refers only to emigration ef those who would otherwise seek employment.
In practice, total emigration would have to be considerably larger in order to effect thig
rate of reduction in the number of job seekers.

Source : Unemployment fizure from.appendix B, table I11; other fizures from P, Sarnceno,
Elemonts of an Economic Plan, 104852 (Rome, September 1948) pp. 186 1

A projected increase in non-agricultural employment of 300,000 a
year seems optimistic when compared with the prewar annual average
of only 50,000.2 But there is now substantial unutilized capacity in
industry, and employment in construction and capital goods industries
in September 1948 was some 800,000 below the 1936 level. The
projected increase of 400,000-in employment in trade, transport and
public administration, however, seems rather high in view of the
fact that these categories are already well above prewar levels.?

After the unutilized capacity which can be economically operated
1s fully employed, however, it is unlikely that this rate of growth
of employment can be continued ; unless the rate of industrialization
can be Increased above prewar, unemployment will continue to grow.
On the basis. of the data available, it might be estimated that unem-
ployment after 1952-53 would grow at an annual rate of roughly
100,000, assuming no emigration.! If this should be the case, the
Ttalian economy may still be in difficulties at the end of the European
Recovery Program, as a result of the need for diverting s very large
and increasing part of total investment to nonproductive forms of
work relief. This would continue until the principal obstacles to an
increased.rate of industralization—particularly lack of business confi-
dence and the limited entry into forelgn markets—have been Substan-
tially modified.

‘Ihe Ttalian memorandum not only asswmes a high-rate of emigration
during the 4 years of the program;. it also seems to imply that the
viability of the Italian economy in the longer run depends upon o
continnation of mass emigration.

(2) Net national product, according to the. Italmn memorandmn,
15 to increase to 117-118 percent of 1938 (1483 percent of 1947) in 1952~
53. On a per capita basis, however, the corresponding figures are

T See tabla 15 above,

2 Bee table 2,above. ’

4 This fgure is approximately the dlfference between the Drewar rate of growth of non-
agricultural employment (50, 000 per year) and the annuul increment in the nnmber of
Dersons seeking employment, (160,000 per year ; see table 14 gbove.)
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only 107 percent. Per capita availability for consumption in 195253
is projected at only 103 percent of 1938 and 125 percent of 1947, * These
per capita figures appear modest; they illustrate once-again the pres-
sure of the growing population on the limited productive capacity of
the Ttalian economy.

(8) Industrial production (including energy) is fo increase ap-
prommately 140 percent of 1938. Since, however, existing capacity
is very roughly estimated at 120-130 percent of 1938 capaclty, t]ns
target is not so difficult to achieve 2s it seems,

(4) Agricultural production is projected at 115 percent of 1934—38
or 105 percent of a good prewar year (1988), or 130 percent:of t.hes
average of 1947 and 19485

(5) The volume of exports in 1952-53 is projected at 136 percent®
and the volume of imports.at 165 percent of 1938.

B. THE INVESTMENT PROGRAM -

Because of the very tentative nature of these generalized tarpgets,
more importance should at this time be attached to the 4-year invest-’
ment program which is given in somewhat greater deteil in the original
Ttalian long-term program. :

TapLe 10 —Ttaly: Four-year investment prograwm: 1948-48 ihrough 1951-52,
compared with structure of investmenis in 1938

[0 11lions of 1948 dollars]

1948—40 through 195162 1938 2-

Pereent Perceat.
Indusiry...__. —— [ 2,008 23 = 27
Mannfsecturing and mIning . oo oo oo 982 M E';

Petroleum relining?__________ emmmmw e ——— o 150 2 &
Eleetric power 3 . 538 - 8 . 8

Industrial stockS o mme e ceecmccmmememm—emmm—m—mma—am o 338 5 - 4
Building. ammmmmmmmmm o ———a—m———————— — 1,180 18 . 1o
APrICHIIG. cemmeeccc e cmeemm e e mam ——— R 1,160 17 - i1
PUblic WOrKS. - e eccecccmmec—ccac——usEmsmssms s e—————— e B840 13 19
Transport and COMIAT 08 v — - amemmm e oo e mm e m e e 770 11 b1
FE YT o1 —— 418 . 6 . B
O o e st mAsmmw—m———————————aaauen - 312 -8 .5
PO oo ot aimaseam——;——————————————  — oo mm smm o= 6,758 | - .- 1007} -, 100

1 Net Investments. T T )

T 1s not clear whether or not theseé figures include mves'tments in thaformar ItaIlamcoInmes
* Fixed investments, . . . - - T L e
4 Not available, - _- - e ee s - . - i e P

Souree: Italian long-teTin program, e m . - fie e

¥ - I3 - e

* The total figure of 676 blﬂlon do]]ars 7 (1948) , 48 gIVEI!. in the Long-
term Program, is equlvalent to the h1gh rate of 15 percent ¢ of net a'va.ll-

I

PR - = . rErw- - - L - sD

5Tt Is not clear how these percentapges are arrived at. Presumnbly they-measure"gm
total gross value of agricultural output valued at constent prices,

®If colonial exports nre excluded from the 1928 total, this figure becm.’nes 176 petqent

“7 As noted In table 14 above, the tcitu] Jme: :uow been ra.ised to % bxl]icm {1948) ﬁollnrs
(4 281 billion 1948 lire & 575 Ilre_$1j AR N

- . - e
L. we IOt Lty ] '—"_-....—.'.s._r,.


http:beenrajsed.to
http:imports.at

abilities over the 4-year period. Though high, this does not seem, in
the light of prewar experience and the present and prospective dis-
tribution of income in Italy, to be an unrealizable rate of investment.

More difficult is the question whether the Italian Government can
develop the administrative means to guide investments, both public
and private, in conformity with the program. A glance at table 16
above in comparison with table 4, above, will indicate the great
need for coordinated Government action in this field. In particular,
that part (20 percent) of the housing investments which is left to
private initiative and the investments in new industrial plant (as-
sumed to be 100 percent privately financed) are most unlikely to mate-
rialize or to follow the desired directions unless the (Government
watches them fairly closely and supplies funds and initiative where
these are not forthcoming from private sources. In view of the
prevailing condition of business psychology in Italy, this is a most
important reservation, particwlarly as it relates to new industrial
plant and equipment.

In addition, the structure of the investment program illustrates once
again the great difficulties of framing a program which satisfies the
political and social need for large-scale relief of unemployment,
while at the same time increasing the productive capacity of indus-
try in the face of Iimited domestic and foreign markets.

Within the industrial sector, the projected investments are shown
in table 17 below. Ior purposes of comparison, there are shown

TABLE 1T.~ltaly: Industrial fized {nvestment program, 1948-49, 1851-52

Tovest | [herease in P.roclucticml Treed

Tents employ- target capital 3

1945-49 to | ment pre- | inday, PEr ¢m-

1051-52 1 war to 1952-53 ployes in

1952-53 2 | (1938=100) 1939
Manufacluring and mining:
Muchmery und equipment o 233 125 180 1,880
Metallurgieal i wae o 252 1 130 4,750
Mextile = 226 47 125 1, 6%}
Food Processing. . cocceccccmcmenmamecrrrm s e mammen 38 22 108 1,860
Chemmeal.. . oceemmeaecrmmmc e e - 67 25 140 )
Extractive. .o mmaao——o ar 20 125 3,410
Construction matenals. . oo oc oo e 20 40 153 2 040
L33 1 1) U, 109 75 120-30 4 590
Pota) e immmemmciciesc—mmaomaes 082 354 ma. | ° 42,230
Other.
Petroloum 1efloiDg ccmce e e e aa 170 I a. 375 ¢}

Eleetric POWer e com e e e e e 518 1, 8. 200 n, a,
Total . e e em——————— e 688 oo~ na oo
Total Industry . o maaeicaao 1,670 |-ccecmeme e 140 |ormnmmmmena

I In mulhons of IMR dollars )

2In thousands. “Pre-war” is the mdusirial census dofer usually 1036 or 1937, depending upon the -
dustry Thesa figures cannot be compared directly with tahle 2 of this text or witit appendix B, table ITT,
heeauss the Intter ineclude handerafts.

3 I 1948 dollars, .

£ Ingludes patroleum reﬂnm seo fooinote 5.

5§ The combined flgure Tor ermicals and pefrolenm refining is $6,750 per employce. This figore is pre-
sumsbly heavily waighted by the capital-intensive refining industry.

Sources: Investment program gnd production tarpets from Itahan memorandum dn the lcng-term pro-
gram. Other daia derlved from P. Saraceno, op. ct.
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in parallel columns for each industrial sector: (1) The target index
of production for 1952-58, (2) rough projections of the increase
in industrial employment in 1952-58 as compared with prewar, and
(8) the estimated fixed capital per employee in 1930,

While no firm conclusions ean be drawn from these data, some of
which are of doubtful reliability, a study of the table raises a number
of questions which illustrate concretely the critical importance of
foreign markets to Italian industrial development and the great diffi-
culty of framing an industrial investment program for Ttaly under
the present conditions of foreign trade.

(1) Can the investment in the steel industry be justified at the
proposed level (199 million dollars of the 252 billion dollars for
metallurgy) ¢ Though it makes virtually no contribution to the em-
ployment problem, it absorbs almost 12 percent of total industrial
(fixed) investment in the program. During the war, most of Ttaly’s
blast furnaces were destroyed and several of her best steel mills re-
moved. The problem is what direction the recomstruction of this
industry should take. The principal issues are: whether an Italian
steel industry can market finished steel in the Italian industrial cen-
ters at prices competitive with those of imported steel from Germany,
France and Belgium; and whether the size of the investment can be
justified if it makes so little comtribution to employment. In any
event, the various Italian plans for the steel industry, and particularly
the idea thai the Ttalian machinery-and-equipment industry must
depend on greatly increased domestic steel output, will need to be
carefully reviewed by the OEEC, in the light of the plans and pro-
grams of other participating countries.

(2) Although no sizable increases above present levels of capacity
or employment in the textile industry are planned,® a large share of
industrial investments (13.5 percent) are scheduled for the textile
industry. Apparently this investment is mainly of a cost-saving or
modernization character. The question may be raised to what extent
this is required to meke export costs competitive and to what extent
these investible resoutces might better be used to expand capaciby and
employment in this or other industries. Here, as so often in this
analysis of the Italian economy, the question hinges on the uncertain
outlook for foreign demand.

(8) A similar question may be asked concerning a part of the
planned investments in the machinery and equipment industry. Ca-
pacity was expanded greatly between 1938 and 1943 and is foday con-
siderably above 1988, though, as already noted, a good part of it is
poorly adjusted to postwar demand. The requirements for recon-
version and modernization investments are considerable. However, 1t

+

8 Italisn Long-ferm Program Memorandum, p. 71,
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would seem that the proposed structure of production for this industry
should be carefully reviewed in order to determine whether, within
the Kmits of foreseeable foreign and domestic demand for capital
goods, more investment could not be used for expansion of capacity
rather than to increase output per man. The low ratio of capital to
labor and the possibly substential expansion of export demand makes
this industry the most promising from the viewpoint of productive
employment. ’

(4¢) The program for the petroleum refineries also raises certain
doubts. Because the capital-labor ratio is very high, the proposed ex-
pansion provides little employment. Moreover, the program counts
on a greatly expanded export demand—a doubtful assumption, in
view of the refining programs of other participating countries. This
issue requires the early attention of the OEEC,

C. THE AGRICULTURAL PROGRAM

The principal agricultural targets shown in the Italian memoran-
dum are summarized in the table below. With the exception of that
for wheat, they represent statistical projections. The wheat target,
however, assumes specific government implementation by means of
price policy, etc. While United States Government agencies do not
entirely agree with the Italian Government’s estimates of production
in 1947 and 1948, the following table is presented to show the devel-
opment envisaged by the Italian Government.

TaBLE 18 —Tfaly: Principel agriculturcl production targels for 1952-43

As percent | Aspercent
of prowar of 1947-48
average average

Wheat . _cuenne emesmaramam——.————— - 14 13g
Vapretable edible 088, o v o oo e e eimammmemn———— mn 119
Bacon and Iard... e e e e 117 146
Butter, e e e e e e e e At e 1 i - 114 120
Mest oo e e M s = S Cmm— - ———————————————————— —— T n—— 107 147
Whilk for human eonsumpion . - - e oo mumam e ——— 135 138

D. EXTERNAL ACCOUNTS

The Ttalian Government’s plans for closing the present gap in
Italy’s balance of payments by 1952-63 are summarized in the tables
below. It will be noted that, owing to the great dependence of the
economy on imported fuel, industrial materials and food, the require-
ments for which tend to increase at least as fast as the increase in pro-
duction and per capita income, the attainment of self-support by Italy
daring the ERP period depends on increasing both imports and ex-
ports, the latier more rapidly than the former. Thus Xtaly’s achieve-
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ment of self-support depends even more obviously than that of some
other participating countriss on the opening up of export markets,
particularly in Western Europe,

As table 19 below indicates, the Italian memorandum projects total
exports in 1952-53 at 176 percent of the 1988 volume. The memo-
randum is not optimistic regarding the possibility of expanding ex-
ports to other participants and sets the export target to this area at
only 126 percent of 1988. Conversely, exports to the Western Hemi-
sphere and the nonparticipating sterling area are projected at the
exceedingly ambitious level of 258 percent of the 1938 volume. This
projected area pattern of exports for 1952-53 reflects anficipated
difficulties in increasing exports to other participating countries and
to Eastern Europe—difficulties alreacdly reflected in the 1948 area
pattern of exports.® :

"TARLE 19.—TIialy: Area patiern of exports: 1938, 1948, 1952-53
[AIMlions of 1948 dollars]

1938 1948t | 1952-53 || 1838 19481 | 1952-53
Nonparticipating: Participating: .
ort and Central Sterhinga e e aeam 72.3 95 8 231.8
Ameriea___________ 93,7 | 1052 149.5 Other ___ cueceaeaen- 433.8 | 330.2 W0E 8
South America .. ...] 77,81 1553 240 ¢
Sterling. oo e 23 8] 1274 116 7 Total e e mmmm e 847 1| 940.3(1,4801
Other ae im e 143.7 120. 4 251.9

1§ monihs ot anngal rate.

Sources: Figures for 1938 and 1952-53 from Ialian Iong-term program. Figures for 1938 corrected by
elmmination of exports fo former colonles. 1R figures from Stafistica del Commercio con L' Esiero.

The area pattern of Ttalian imports in 1952-53, as compared with
1958 and 1948, 1s summarized in the following table:

TARIE 20.—Ttaly: Arec patiern of tmporss, 1938, 1948, 1952-53

19381 | 1482 |1852-531 19331 | 19481 |1952-531
MNonparticipating: Participating:
North and Central Bterling. - eem e 81.0 5G. b 192,5
Americg.. . ___ 8.0 585.2 i 7 Other . mmusccuwco—oo| &43.0 2.4 656, 4
South America____. 510 311 3 3210
Sterling e eeee 63.0 1411 170,8 A1 1,075.0 [31,500.4 | 1,773 7
Other o e 187.0 130 244, 3

F. 0. b basis.
C. 1. {. bngis. 9 months at annuol rate.
On an {. 0. b. basis this figure 15 very approxmatoly 1,300 nullion dolars,

Bource: Statistica del Commercto con IPBaiera, August-September 1048,

1
2
]

In sum, the Itelian memorandum contains the first draft of a four-
yvear economie program which, if suecessfully implemented, would
create 1,200,000 new jobs, primarily by bringing into use capacity now

*As toble 19 shows, exports to other participating countries (OPC) in 1948 were

roughly 85 vercent by volume of 1938, although fotal exports were 111 percent of 1938. As
previously noted, 1948 exports to Eastern Ifurope were about 50 percent by volume of 1938,
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idle. Tt would raise Ytalian living standards only very moderately.
Tts success depends on vigorous and coordinated action by the Halian
Government, particularly in the field of investment, and on a coordina-
tion of the industrial investment program with those of other partici-
pating countries. Once the existing capacity which can be economi-
cally operated is reasonably fully utilized, Ttaly’s problem 1is to
accelerate the pace of industrialization to the point where, with some
assistance from emigration, the growth of employment can keep up.
with the growth of the labor force. This depends critically on an
opening up of export markets, particularly in Furope, to Italian
products. i
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Chapter V. Justification of BECA Aid for
- 1949-50

The Ttalian Government has submitted to the OEEC and the ECA
a program for 1949-50 which calls for 610.million dollars of ERP aid.
A. careful review of the ¥ialian request shows that the targets of the
1949-50 program can probably be reached with aid of about 555 million
dallars.t

A. TARGETS OF THE 1949-50 PROGRAM

1. Industrial Production

As already pointed oub, Italian industrial activity appears to have
passed a turning point in the last months of 1948 and now shows a
fairly clear upward trend. ECA’s program for 1949-50 is designed
to make it possible for that upward trend to continue; it is hoped
that a target for indusérial activity of 1520 percent above the last
months of 1948 *—approximately the 1938 level—can be reached in
194950, This target is well within the physical means of the Ttalian
economy ; its achievement is essential to attainment of the goals of the
long-term program on schedule. It rests on the assumption that the
Ttalian Government will push ahead aggressively with an investment
program,

2. Agricultural Production

The Italian program for 1949-50 calls for a general level of agri-
cultural production equal to approximately 92 (1988=100). This
compares with 80 in 1947, 87 in 194849, and a farget of 105 in the
long-term program. As 1938 was a relatively good crop year, the
target for 194950 is slightly higher than the average level of agri-
cultural output for the four years 1984-38. It must be remembered,
however, that the population of Italy is now some 7.5 percent above
1938.

Bread-grain production for 1949-50 is estimated by the Office of
Foreign Agricultural Relations of the United States Department of
Agriculture at 7.130 million mefric tons, as compared vwith 6.925 mil-

1A discussion of progress under the 1948—49 program is included in chapter IT, above,
31Thls fgure refers to the whole industrial economy, Including electric power and those
manufacturing industries not covered by the index of activity In manufacturing and mining
eompuled for this study. =
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lion in 1948-49. Most of the increase over 1948-49, it is expected, will
vesult from higher yields rather than from increased acreage. Bread-
grain imports of 2.380 million metric tons are forecast for 1949-50 by
the BCA as compared with 2.5 million in 194849, With an increased
population and relatively inelastic domestic wheat production, Italy
cannot hope during the period of ERP to reduce its dependence on
.imported cereals very much below present levels, certainly not to the
453,000 tons which was the 1983-34-—1937-38 average. Indeed, in the
longer Tun, Itely’s wheat imports are likely to show an increasing
trend, as population rises? The magnitude of these bread-grain im-
ports males clear that there is a very close relation between the size
of Italian domestic crops and the size of the balance-of-payments
deficit. A bad crop in 1949 could increase Italian wheat import re-
guirements by several hundred thousand tons. :

3. Gross National Production
The Ttalian target for gross national production in 1949-50 is set

at approximately 98 percent (1938=100) as compared with an esti-
mated level of 84 in 1947,

4, Consumption

The Italian target for total availabilities for consumption in 1949-
50 is somewhat higher than in 1947 when it was roughly 88 percent
of 1938 (82 on a per capita basis).

Food consumption in 1949-50, as projected by the Office of Foreign
Agricultural Relations, United States Department of Agriculture, is
to increase only very moderately: from a national average of 2,430
calories per person per day in 194849 to 2,500 calories in 1949-50.
Prewar consumption was approximately 2,550 calories. Projected
changes in the average diet for 1949-50 are shown in the following
table. ‘

masre 21, —ltely: Estimated per copite consumption of maejor foodsiuffs, prewar,
194748, 1948~49, 1949-50

[Kalograms per capital
1033-37 194748 104549 1 1949-50 1
Graing (Bour basis) oo oo —————— 171.1 159.5 174.5 180.0
Potaboes. cceonmacaa—c e m i ———— e e 37 6 306 44 6 435.0
Fresh vegetables e e aem 67.2 759 75.4 75.0
T 135 9.8 93 10.0
Fruits ——— i imameEEmm——————————— 3#Es 46,2 36 0 40 0
Tree nits and chestnnts______________ — 101 65 57 6.0
Fats and ouls (fat content)eee cemmer oo 10.5 2.5 9.1 10,0
Meat and fish o oeeee e et m——— 26.4 20.2 22 0 22.0
Millke ___._ —— mtetamssmEEsm——— 36.5 36,4 34.5 36.5
Cheasa_.._ o e e e e 50 4,3 4.7 30
BUEAT. aanmeemm e ————rom o oo mmmm mmm e e 7.0 67 75 8.0
07 S, — 7.4 56 59 B0
Calories per persen Per 485 «mmmmaerom oo s 2,550 0 2,275.0 2,430.0 2,500 0
1 Preliminary estimates.

Source: Office of Foreign Agricnltural Relations, U. 8. Department of Agrieultura.
3 Other agrieultural production targets for 1949-GO are given in appendix C, table L.
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B. IMPORTS

The 1949-50 program requires an increase of imports above the 1948
and 1948-49 levels. Ini 1948, Ttalian industrial imports were low
because of deflationary conditions which reduced industrial activity
and caused considerable reduction of industrial stocks. The increase
in Imports in 1949-50 is made necessary by increased imports of coal,
petroleum, cotton and other industrial materials and equipment above
the low 1948 levels in order to make possible the projected sharp
ineresse in industrial activity. The 1949-50 program also provides
the food imports necessary to prevent serious inflationary pressure
on. food prices as employment and incomes rise.

€. EXPORTS

Exports are not now expected to continue during 1949-50 their
spectacular rise during 1948. Hxports in 1949-50 are estimated by
the KCA at 1,000 million dollars, roughly comparable to the Ttalian
estimate of 998 million dollars. These figures may be compared with
estimated exports of $50 million dollars for 1948-49. Tt appears, as
indieated earlier, that the rapid acceleration of exports during 1948
was due in considerable part to the devaluation of November 1947, the
deflation and to other circumstances favorable to exports which are
not likely to recur during the next 18 months.

D. BALANCE OF PAYMENTS

The following table summarizes ECA’s estimated balance of pay-
ments of Italy with the Western Hemisphere and with all areas for
1949-50. .

TarrE 22 ~Ttaly s Summary delance of payments, 1849-60 (ECA estimaie)

[2llions of dollars]
Dollar account N
on-
dollar Cég’;&d
Ynited | otmer | Totars | eecount
TP OIS o i iime s cacsmmcsimsmrsm—me——— . 209 1 726 2 17 & 1,243, 7
BADOTES e ) 1583 & 243.5 TH7.2 1L000.7
Merchandise balanee...... . —55.0 | —~d827 +30 7 —443.0
Invisibles (pet) +3.4 —80.3 1068 —7.5
Current aceount balance . ________ S, —510. 8 —52,2 | --563.0 446.5 —516.5
Settlements.. e d e e | s t—g.1 L 17 N S S,
Capital fFansaelionsg «oe oo oo e e e e e e mmafomna s caa e
{0) Non-ECA finaneing_________________________ 34250 | LI 10 R S,
(0) Repayients e amemesccesreas e oo =1L feeammeae| =110 s i ——————
Mot PoSIH oM ce e o merr e oo e m s —405 8 - 1 B N RS
Estimated requirernents for United Statesand. || ___ 5850 [ e o

U Ineluding all transections with Western Hemisphere and oll other transactrons m pold and dollars.
2 Includes dollar payisenis of 4 millen dollars to Trieste and 2,1 million doliars to ONPO,
3 Utihzation of remainder of Export Import Bank credit.
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In conclusion, it is considered probable that with aid in the amount
of approximately 555 million dollars, the Italian economy has the
means to move forward at a satisfactory rate toward the goal of
self-support in 195253, although: the projected level of imports and
therefore estimated aid may have to be revised if the rate of improve-
ment in economic activity proves greater than now anticipated.
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APPENDICES

APPENDIX A

Population and Manpower

Table I. Total population.
Tabhle IT, Emigration, 1870-1939.
Table 1II. Disposition of population and labor force by major categories.
Table IV. Total unemployment.

Table V. Distribution of unemployment.
Table VI. Trend of employinent in principal industries.

TAeLE I —Italy: Total population

Average Average
Tear Number Iﬁﬁgl Year Number g;gﬁl
ncrease micrease
198G 42,919,000 |} 19483 . 44, 495, 000
137 43,322,000 1944 . - 44, 677,000 130, 000
1088, o eccccmeccmaaan 43, 695,000 413,000 [F 1945 o 44, 855, 600
1930 o eeecmmmmemm e 44,138,000 10 o o e e e 45, 462, 000 £R1. 000
w0 502, 1047 e mmmemmmiamiaas , 843, 000 e
B L Y T, 44, 9075 000 356,000 |} 1948 L e 46, 300, 000 357, 000
1942 e 45,305,000 .

1 Ttalian Central Institizlo of Statlstics assumes for 1048 a monthly inerease of 81,600 or 379,200 for the year.
Source: Compled by ECA special mission to Ttaly.

TaBLE I1.—I%aly: Emigration, 1876—1939

1876-1900 1901~-14 191518 1919-27 1023-39
Tot.al{ enit; e O e 210, 216 615, 980 00,797 320, 746 208, 675
ol which: -
Overseas emugration & o e aaam 105, 138 2535, 253 20,420 159, 242 41,538

1 Mostly to Westernn Hemisphere.
Bource: Italisn Central Institute of Statistics,
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Tapre 11— TIfaly: Disposition of population and lalor force by major categories

(estimates)
[In thousands]
19361 19472 1948 2

' Total | Maoles |Females| Total | Males {Females| Total | Males |Females
Population, total .. ______ 42,919 | 21,073 | 21,846 | 45,943 | 22,558 | 23,385 [ 46,300 | 22,732 | 23,568

Population of werking age
@5 t0 64 ¥ears) e mecuann- 26, 630 13,696 | 28,500 | 13,500 [ 15,000 | 28,700 | 13,700 [ 15,000
Tabor foree, totsl. __ 701 | 14,285 | 5,416 1 20,531 | 14,383 | 6,148 [ 20,708 | 14,468 [ 6, 240
Armed forees_ . __a.. e emmmem 300 800 b __.___. 300 BT T [—
Labor forge, civillan by sex.| 19,001 | 13,635 | 5,416 | 20,231 | 14,083 | 6,148 | 20,408 j 14,168 6,240
Employed, total ___________ 18,345 | 13,100 | 5,245 | 18,611 | 12,955 | 5,656 | 18,714 | 13,054 5, (50
Agrieuiture .oy oooooeooo B756 | 6,329 20407 | 909 | 6,308 | 2,601 | 0,040} 6,438 [ 2,602
Forestry and Gshing.-_..... 86 83 3 88 87 1 L R7 1
Mining and quarrying______ 128 126, 2 115 113 2 124 122 2
Manufacbuting o - _-- 3,000 | 2,05 ] 1,340 3,69 | 287 | 1,170 | 2741 | 2,539 | 1,202
Consumers’ goods..aaa--| 2,383 | 1,180 |» 1,194 | 2,303 | 1,262 | L4l | 2,343 | 1,278 1,065
Producers’ goods__ 1,607 | 1,461 M6 | 1,308 | 1,255 38| 1,398 | 1,261 137
Construction. .. 0 074 5 500 488 12 418 410 [
Public utibiles.cmmreeamn-nn 100 56 aq 167 139 o3 184 164 30

Government service  (ex-

cluding nationahzed in-
dUstries) ere e imeae 300 576 233 | 1,147 ar7 3¢ 1, M7 817 320

Other mndusiries and serv-

iees (transportation, eomt- .

IOICE} oo o occmmmmammeeee| 5,407 | 2,205 | 1,202 | 3,089 | 2,486 1,503 1 3,950 | 2,462 | 1,48
Unemplovad accemamemmman- 706 B35 171 | 1,620 | 1,128 492 | 1,684 {41,114 550

1 Mainly officlal data from population census Apr. 21, 18306, . )

2 Manly official ‘data from Tinal report of the Italo-French Custom Tnion Jont Commnission.

3 Adjusted data on the basis of up-to-date estimates of, Central Institute of Statisties, Mmstry of Labor
and Italian Confederation of Industriahsts,

+ Pofal of 1,482 unemployed reporfed by Italian Government for Oetober 1948,

Source: Commled by ECA special russion toTtaly.
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Taree IV (a).—Jtaly: Taotal unemployment

{In thonsands]
Registered with the cmployment Effectively unem- Index numbers, 1938=
oflicos 1 ployed 2 100

- Registered Eilectivel

Total, both Percent of | Total, both with eim- Couly oLy
so%0s Females |~ foales Sexes Fomales | olovment Bl%a?ci
offiecs ¥
1036m s aeme 08 1] (7 100 100
1937 el 874 —— 1 L F— 108 108
1U88 . e 115 [/ I o A, 1) I 100 100
1030 e 706 171 24 2 /L1 7 Bi 87
1046 .. 1,655 6503 30 4 1,324 402 204 LI [}
1947 . 2,025 616 30,4 1,620 492 250
1948 & e 2,178 745 3342 1,742 506 268 215
JTARLE IV (b)
Registered w:g}:ln glég employment Effectively unemployed
1946 1947 1948 1046 147 1943

3T o 1,428 2,228 1, 156 1, 142 1,782 1, 865
Febmoary .. __ 1,198 2,279 2,133 058 1,823 1. 700
Marebh. e 1,334 2,177 2,253 1,067 1,742 1,802
Apnl. e ————— 1, 468 2, 160 2,300 1,147 1,735 1,913
L 1 848 2,153 2 422 1,237 1,722 1,938
B T 1,531 1,095 2,284 1, 225 1,596 1,827

Uy 1,883 2,08) |ecemmccme e L1316 1,425 (1)

Avpost . 1,710 1,913 oo aam 1,416 1,530 Q]
September oo oo 1,858 1, 870 2,107 1,486 1,496 1,684
01517) o7 ) 1, 46 1,855 |ocmcee e 1, 57 1,484 51,482
Novembelanan oo 1998 1,852 | . 1, 598 L4832 e
December. oo 2,098 L7 oo 1,078 I s

L Jource Italian Government, Mimstry of Labor,

1 Aceording to the eompotent Office of the Manistry of Labor approximately 20 percent of the registered
with the employment oflices aro not effectively unemployed, but_people belongng to the following cate-
gories (g) pension holders or actual employecs seeking new jobs, and (b) housewives seelong employment,

8 Latest estimafes released by the Italian Ministry of Labor.

& Not available.

% Estimate hased on deta available as of December, 1948 -

Source; Compiled by ECA specmnl mission to Italy.
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Tasre V.—Ifaly: Dislribution of unemployment

A. BY AREAS
Estimated levels and regional distribution of tofal unemployment
Northern Iiely | Centrol Italy | Southern Tfaly| Insuler Italy Total
Per- Per- FPer- Per- Per-
Men | cony | Men | gnp | Mon | geng Men | pong | Men | Gopt
December 1939 463,000 | 056 | 106,000 | 151 | 87,000 | 122 {80,000 | 71| 76,000} 100
Deogember 1947 .| 726,000 | 50.9{ 232,000 | 16.4 (372,000 | 26.3 [ 63,0004 6.5 1,423,000 10
Oetobor 1M8 e e 857,000 | 0.6 ] 276,000 | 15 3 (437,000 [ 25.8 124,000 | 7.3 1,694,000 100
B. INDEX NUMBERS
Decomber 1930 100 100 100 10 100
December 194 157 218 429 185 201
Qetober 1048- - 185 280 504 258 239

0. TREND OF UNEMPLOYMENT BY ECONUMIC SECTORS

Estimated lovels and percentsges of fotal unomployment !

December 1939 Decernber 1947 May 1948
Men | Percent | Men Percent | Men | Pereant
Armienlbure. e mmm 150, 000 21,2 | 292,000
Fishing_ . ovas IR PR e 3,
Constraction___ - 220,000 31.1 | 316,000
Mining. _____.__. —ae]| 19,000 2.7 A
Indastry: Total- - 108,000 28.0 | 388,000
Textile and apparel ___ccecemaeemmaan 1,000 |omemee—ao 110, 000 {ncamemaen-
Metallurgical and mechanieal. ... 3.1, PR 156, 000 |-
Lumber and furnishing., . ceameeee - 30,000 |oaeeeam 41,000 |-
Food_______ 17,000 |- 34,000 |.
Chemical and glass. .o eeeaeae LR 1 1 S —— 23,000 |-
Paper and prinfing. o ceemmeeee- T 000 |- 11,000 |.
Electricity and g85.ac-wcceccammmmanaan 4, 000 000 [ e
Trade and ADANC oo ianmm——— 4, 000 9,1 51,000
Miscellangous (smployess, theater, eom-
muniestions, sailors, ete.)aeeecmmceeaneaa| 55,000 7.9 | 350,000
Tofal.ocuuas .- 706, 000 100.0 [1, 423, 000
D. INDEX NUMBERS
0T oL — 100.0 1046 251.3
18 o emmmmmmmmm—————————————— A m | o mmm e mmmmmm e o, 8. n. 3.
Constraetion e 100.0 1436 . 200.0
Minmg.—.—c.. 160 0 121.0 188.0
Indastry: Total . ccameae 161r0 195.9 2739
‘Taxztile and apparel ______.. 100.0 180.0 254.0
Metollurgieal and mechanieal 100.0 217.0 3280
Tamber and furnishing, 100.0 137.0 2130
Food e aaa 100.0 200.0 276.0
Chemical and glass.__.___ 1000 144.0 295 ()
Paper and printing..__.__ 160.0 157.0 2420
Flectricity and gas_ e 1000 825.0 400 0
Trade and HDaDCe.. . omeemr 100.0 2.6 102.1
Miscellaneous (employees, theater, eom-
munications, sailors, ete.) o caaeeeamoamaas 1000 n.ae. . 8.
Polal. e 100.0 201.0 2740

1 Last month for which break-down is avalshle.

Sourees: Ttalisn Government, Ministry of Labor and The Confederation of Industry.
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TABLE VI—Italy: Trend of employment in principal industries

Total employment Index numbers !
Category of employment and
mein mdustrial segments
1038 1947 1948 1938 1947 1948
1. Workers:
Textie, ml produets and manufae-

[ 1) - I~ 654, 600 748, 200 761, 900 00| 4.3 116.6
Metallurgical snd mechameal ________ 718, 500 920, 200 037, 400 160 | 1182 120.5
Other selocted segments:

Paper and pulp, leather, glass

and plassware, cement, rubber,
pastd e 205, 700 244,060 246, 000 100 | 118.8 1200
Minng o 137, 400 142, 000 148,100 100 | 104.0 107.8
Constructions. —_ — 481, 800 500, 000 5 100 | 108.2 86.6

Miscetlaneous; Other manufacturing, .

public utthies. e cm e e e e 648, 900 433, 60D 438,300 100 66.8' 67.0
Total___ ] 2,886,900 | 2,988,000 | 2,032,600 100-| 103.5 1017
IO, ATtiSanS.cramemamemmameasreenrersammn=n 1,330,600 | 1,220,400 , 300, 700 100 91.7 7.7
L0 0] 0 L 252, 000 276, 700 286, 700 100 | 109.8 113.7
Grand total.. o e e 4,469,500 | 4,486,000 | 4,520,000 100 | 100.3 1011

1 Index numbers are not adjusted for changes 1o total population.

Source: Italien Centrsl Institute of Siatistics, Itelo-French Customs Union Yoint Oommission, and the

Ifalian Oonfederation of Industry.



APPENDIX B

Industrial Statistics

Table
1. Production indices for mining, manufacturing, and electric power.
I (a). Nete on indices of industrial production.
II. Weights of components of the general index of ISTAT and of this study,
IIT. Relative importance of industries.
1V. Prewar pattern of industry.
V. Mining production, 1947 and 1948,
VI. Produection of iron and steel.
¥II, Production of automobiles and other motor vehicles.
VIII. Production of artificial fibers.
IX. I'rodaetion of gas, coke, tar, and benzol.
. Produetion of mineral oil refineries.
XI. Production of hasic chemieals.
XII. Textile production.
XTII. Consumption of selected industrial items.
TasLe I—1laly: Production indices for mining, manufacturing, and eleciric power
[1038==100]
Mining | DMetal- ml:srt%]nl_ic Tamber | OBeME | moypites | Paper | Power:
£ | lurgical | 200 cals P
66 47 66 56 56 71 51 108
68 45 ] 53 52 68 55 95
2 62 63 65 0 80 84 i20
79 4 78 50 50 80 63 137
86 85 B4 80 05 a2 vl 160
20 82 81 77 100 82 72 159
101 &7 89 78 03 51 169
89 75 a1 64 98 ral 65 152
98 T2 75 74 a3 9 75 136
102 50 103 08 95 08 82 130
November. . ________ &g i) o7 53 93 80 G7 128
Deeomber . 83 69 o1 52 90 74 61 135
Monthly average. a6 i} 82 67 85 &1 68 136
80 66 00 50 78 6 58 135
83 73 78 50 79 74 64 132
20 86 al 58 78 135
90 856 88 74 88 81 7l 130
86 ol ] 53 102 74 65 151
20 08 84 60 77 60 159
o0 o1 89 5 103 8 71 162
87 77 89 42 108 67 62 155
8l 98 o0 55 106 88 86 163

Eoupen: Halian Central Institote of Statistics.

IA —Tialy: Note on indices of indusirial producilion

The question of industrial production indices in Italy has become so controver-
sial that it seems advisable to summarize our views on this matter.
The “Confindustria” (Confederazione Generale dell’ Indusiria Ttaliana} index,
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which was widely used until the middle of 1948 bhecause it was the only one based
on a prewar year (1939}, is believed to he definitely unreliable. Indices for such
basie sectors a8 mirning and chemicals, where accurate information is available
Irom other sources, appear to be based on inadequate data. No speeific index
is available for textiles. Moreover, month-to-month changes often fail to reflect
firmly established variations, soch as the drop in production in August 1948, Fi-
nally, it is impossible to gain aceess to the raw data from which the indices are
computed and, therefore, to c¢heck the method of computation. It is also worth
noting that the 1048 report of Confindusiria makes no reference to general or
sector production fndices.

The ISTAT (Istituto Centraie di Statistica) index, which bepceforth will be
gvailable on a 1638 base, comprises three basic indices: mining, mannfacturing,
and untilities. Its major weaknesses ate: failure to include the mechanical engi-
neering and building industries, which ywere included in prewar production
indices, and the food-processing industry. Within its present limited coverage
the general index is heavily weighted by electric power, which, with a weight of
13.44, ranks as the third major single industry covered by the index, following
textiles and chemiecals, It iz questionable whether in Italy electric power should
be considered a component of the industrial index because the output of electric
power is growing rapidly in relation {o other industrial sectors. Moreover, in the
Italian presvar index its weight was only 3 § percent of the total. The inclusion
of eleclric power as one of the major components, with a weight of 13.4, would
therefore appear to give the over-all index a significant upward bias.

In view of the limitations of official and unofiicial indices, it has been felt ad-
visable to compute an index of mining and manufacturing, viz., an aggregate index
of mining and also six manufacturing indusiries for swhich there are sector
indices, as well as raw data compiled by the Central Institute of Statisties. The
index of manufaciuring and mining thns comprises all of the sectors included in
the general index of the institute except for (@) electric power and gas; ()
rubber, and (c¢) petroleum produects. The weighis used in caleulating the new
index are computed by converting the original weights used by the institute into
percentages of the sum of the weights of the sectors considered’ This index
hag the obvious disadvantage of not including the mechanical indusiries, which
already in 1938 had a weight of 31 percent in the over-all index, and now should
prohably have a higher weight in view of thelr present increased potential con-
tribution to the Italian economy. It must be explicitly stated that the index
adopfed in this report may be subject to eriticism. If is believed, however, to
represent an improvement over the indices used in previous reports. Its limita-
tiong should be always kept in mind, and cxtrapolations should not be made
beyond the narrow limits of reliability.

Taere IL.—Haly: Weights of componenis of the general index of ISTAT and of
this study.

Sector ISTAT ECA Sactor ISTAT | ECA

8 41 || Metallurgieal . oo 12,0582 15,13
37.74 || Processing of mnonmetaihe
717 minerals.. .. _____________ 5 8725 7.38
30T 3 6018 4, 52
Chemieals. ... ________________ 15. 6600 19 65 Subtotal... . iemaaeo o 70.6755 100, Q0

1The Ttalian over-all indices were computed on the basis of a geometric weighted average
of the components., The index adopted in this report uses the arithmetie weighted average.
The reasons for this change is not relevant to this discussion.
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Tasre ITL—Italy.: Relotive imporiance of industries

[Porcent weight] 1

Engineeringa - ccamma L 18. 8 | MiniBg - oo e - 2
Texiiles and clothing. . ______ 16,0 Wood .o 3.8
Food. o o oo 12. 8 | Hides and Jeather. ... . _____ 2.6
L1117 0. 4| Paper oo 2.1
Metallurgieal ________________ S 4| Prinbing- e e e 9
ChemiealS o oo oo o7 8| Other_a L. 2.6
Construetion________________._ 5.4  —
Buildings materials__.___._.__. 51 100. 0

! Wealghts based on employment, horsepower installed, and capital investment according to tha industrial
cansus of 1956-37.
Soureo: Itallan Confederatipn of Indusiry.

TABLE IV.—Italy: Prewer pattern of indusiry

Enterpriscs Persons employed TPower instglled h, p.
Industry . ]
Total | Indus- | Artis- | Total | ITndus- | Artis- | Total | Indus- | Artis-

nimber | trial an | ntimber try an number| firy an
Pishing.cem e e 40, 243|. v 49,2480 93,801 ___..... 08,808 102,230, e 102, 230
Mining- - iuaa- 11 056 10, 610 4481 137, 404] 3V, 404 - 200,371 200,37 e ann
Wood processing..____ 123 162 Fe7, 658] 115, 5041 283,576 103,472| 180,104] 209,984] 136,878] 73,106
Food processing.....—- 292, 908 133 771 159 135 bB74,473| 453,712| 120,761] 948,240| 938,082 8,247
Metallurgical . - 54 540) . 103, 581 103, 581) - ______ 983, 003 o .
Engineering.___. 100,398 5, 184] 05, 214] B46,750| 674,967] ITL 7831, 201 611]1, 137 137 64,474
Bumlding mai 19,417| G,092| 13,325 206, 762| 177,443 29, 319 388 002 379, 845 9,147
Bollding_ ... 84,035 14, 302 40,253 558 544 470,929) 78,615 169, 149| 158,767 as2
Chemieals , 981 ﬁ, ________ 127,854 127, 884|aecame—- 548, 329 548, 329)........
Paper...._. 1,992 1, 907 85] ©B6,127| 65,506 53L] 219,346| 219,233 113
Prmting. ... ....—.| 1510|4782 ¢718] 70,3130 89,0200 11,110f 42,516) 42,078 438
Hides and leather_____ 123, 804 2 746 121,088] 215,528 69,223 146,303 60, k30| 64,359 1,771
Textiles . __________. 36,789 o162 27.627| 6os 57| 502,056 36,408 £60,255 867,173| 2,082
Clothing. _.oeeeeeeee 168,451 2 570f 165,881 =08, 723| 62,521 246,202| 30,276 21,878 8,308

Motion pieiure and

Mphunograph _________ 64 684 ] 2,140 2, 240 5, 361 [i7%:15) ) I——
iscellaneous . ... 3,401} 2,249 1,152 117,361 113, 2-!4r 4,117 121,177] 110,063 2,124
Electric powero- - oaa-- 8,736 8,786l 42221 4224 . _____ 158, 003 158, 003} e
Totala oo 1,022, 539| 217, 393 804, 6464, 373, 652|3, 254, 416[1, 119, 236iﬁ,254, 9815, 981, 440] 273, 541

I Including cosl earhonization.
1 Including Tubber, elecirical conductiors and cables, tobaceo, ete.

Sourea- Ttalinn Industrial Censos 1937-40.

TABLE V. : Mining production, 1947 aend 1948

Orcs 16471 19481 Percent

{metric tons)| (metric tons) chanpo
Bawxite e em e —mam e ————— 118, 837 123,228 <43 §8
JTOT OT@ummm e e c e e e e o i = m e mm mmm 150,035 336,180 +123. 4
Lead.._ T —— 26,619 3,043 -127.88
Asbhestos_________ e mm———— m————————————— 7,463 8,807 =4-18.0
Flugrine____..___ - ——— — - 14, 870 30, 587 108 &0
Sardinian coal___ mmummmmmmmmmm—mmmmm—————. — 920,040 720,65 =20 70
Anthraeito_________ —— ———————— £3,419 67, 720 —18 82
High-grade lignite. , 172,108 —49 42
Low-grade lignito . muammamecamememee e e mm e e 1, 062, 016 495, 738 --b2 83

1 Fapuary through September.
Soures: Ttalian Central Institute of Statistics.

66



Taere VI—Iialy: Production of iron and sieel

1938 1939 1947 104g1 | 1948 85 percentago
1,000 | Per-| L000 | Per-| 1,000 | Per- | 1,000 | Per-
tons |cent] fons |[tons| foms |cent | toms | cent | 1998 | 1999 | 1047
Pia Tror
Blast [UrD8Ces - ccmoeoeem 782.2 00.7) 688 8] S62| 15691 40.3] 257.2| 549 326 29.6) 163.90
Electric furmaees. .- __. _ so.6| 0.3 136 128 1611 s0'7 211.3) 45 1| 260.0( 1504} 1312
Total...___________ $62.8f 100.0{ 1,008 4| 100.0| 318.0] 100.0] 468, 5[ 100 n| 54 3| 46.5 147.3
BTEEL
Martin _________________ 1,684.8| 725 1,573 4| 688 1,025.9 60.7{ 1,202 1) 6149] 76.7| 82.2] 125.8
Eleetric fornace_________ 627.9] 27.0] 703.1| 30.8 663.6 30.2 79L.0o 35.0] 126.1] 112.6] 119.3
Converters._ .o meccaes we .5 89 .4 Lo .1 il 1] s6.0] 786 308
Totale e 2,322, 8} 100.0| 2,283.4] 100 0| 1,G01.4| 100.0] 2,084 7( 100.0] 89.7 913 123.2
Rolled steel .. ________. 1,734.5) 1,602.2 . .. 1,284 3|.....] 1,500.0]_____ 86 & 88.6| 116.8
! Preliminary estimate,

Bourea: Itallan Confederation of Industry.

TABLE VII—Tigiy: Production of eutomobiles end otler molor velacles

Othar motor
Automohles vehicles Total
Metrie Metric Mefric
Number tons Number tans Number | “3 00
1938 e ——————— 58,974 | 41,666, 4 10, 144 41, 307 69,118 82,073
1947 {12 months) .......... , 44 , 006, 2 12, 603 58, 927 43,043 81,933
Eﬁl‘st 9 months; ...................... 20,514 | 15,325.8 9, 342 45, 164 30, 150 G0, 438
1948 first 9 monthey______________________ 36,493 | 26,434.2 5310 | 23,400 | 41,74 52, 924

Source; Interministerial Committes for Reconstruction,

TanLe VIII—Iicly: Production of artificial fibres

[ALefric tons]
Rayon Staple TWaste Total
1098 e - - 45,962 78,458 5,920 125, 340
1947 C__ - 52,357 21, GO0 8,720 79, 671
January-Ocioher 1947_ . - 44, 607 18, 000 &, 000 63 507
Jannary-October 1948__ - 39,138 14,377 3, 602 57 o7
Source: Interministerial Commitice for Reconstruction.
Tasre IX—Iialy: Production of gas, coke, tar, and benzol
Total Of whteh: Coke plants
Period
Gas (LUWO| Gy, Tor | Benzol Ggsu%igﬂﬂ Coke Tar | Benzol
{tons) (tons) | (tons) metors) (tons} (tons) | (tons)
2,476,135 | 116,978 | 23,668 | 613,830 | 1,730,417 | 51,022 | 17,080
1, 746, 638 03, 356 10, 136 382 060, 606 | 31,025 7,767
183,818 | 7960 | 1,958 | 43,087 08,235 | 3,308 920
166, 056 7,402 1,000 | 39,823 83,026 | 2,993 742
188, 856 8 157 1,084 | 43,600 101,430 | 3,310 780
188, 748 g, 024 037 | 46,800 104,696 | 3,540 854
198, 792 5,008 1,145 | 49,220 109,439 | 3,472 874
181, 722 7, 700 1,149 1 46,823 101,567 | 3,388 876
192, 536 8,266 1,118 { 49,261 81 3803 890
, 808 7,804 1,218 | 62,526 119,663 | 3,684 1,042
s} 190, 636 7,733 1,157 | 51,644 115,649 | 3,652 028
17 January-September.| 874,835 | 1, 143 735 | 42,915 6,373 | 283, 650 606,358 | 18,188 4,735
148 January-September.| 1, 129 791 1 GSD 632 | 70,934 10 165 | 423, 780 953,455 | 31,247 7,945

Souree: Interministerial Committes for Reconstruction.
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TapLe X —Italy: Production of mineral oil refineries?t

[Mekrie tons]
. . .| Petro- Other
Period Clasoline}Eercsene| (as oil | Fuel oil leu].{m Asphalt pmé{l})mts Total
coke
1938, e - 415,165 | 150,235 | 260,813 | 450,241 | 35,408 | 76,009 | 95,407 (1,493,368
1047 o e 300,776 | 124,080 | 308,901 | 466,215 | 19,028 | 30,324 | 25 056 {1,284, 390
1948: JANUATY . on___________ o5 105 | 8616 28,251} 38,298 | 1,581 | 1,004 1I,190] 105125
Febryarye._.__.____...| 37,410 | 10,758 | 42,466 | 67,467 | 1,234 128 | 1,05 | 162 519
Mareheeeeeaeuao .| 36,488 | 15205 | 40,811 [ 62,476 2,314 2,802 1,707 | 261,983
Aprbla_ . V285 | 12,055 | 37,124 [ 52,002 1,519 454 5394 131,068
BY - mmmca o cmr—mmmaa| 27,248°] 14,850 | 34,137 [ 59,449 2,969 3,98 1,859 | 144, 537
gu}le..---. mamme -] 33,562 | 14,846 | 46,255 [ 77,002 1,991 4,305 2,310 | 130,970
1 .- AU S S SO (S VSRRSO [EPSSS NN
Avngust______________._| 51,87} 24,033 | 07,435 | E2L 47L 2,456 | 10,769 4,770 | 283,710
Seplember____.__.__..| 44,431 X 52,680 | 95,4560 304 | 10,435 5,496 | 234,020
January-September 1947_____ 195,231 | 87,748 | 206,819 | 305,260 | 12,337 | 28,312 | 15,737 | 854,253
Jannary-September 1M8..__ 283,486 | 124,577 | 349,205 [ 574,295 | 16,398 | 36,962 | 18,975 [1, 403,878
1 Covers only the processing of imported crudes. Domestic cutput of erude 18 insigmficant.
? Tubricants, solvents, ete.
Source: Intermnisterisl Commitfea for Reconstruetion.
TasLE X1 —liely: Production of besic clhemicals
Bulphurie | Synthetie | Canstie
acid ammonia soda Soda-nsh
1038 1,721, 268 132, 430 165, 019 351, 780
1847 1,361, 080 99, 022 222,075 393, 205
1948; January . _ 120,021 7,804 17,919 33,119
February., 115, 357 7,905 14,610 29, 527
123, 467 0,129 16, 273 L, 951
122, 836 10, 483 14, 868 24 627
127,931 12, 765 15,399 22,003
125, 754 11,705 10, 426 15,829
134, 648 10, 309 19,429 32,169
143,882 13,032 22,134 36, 102
D 130, 102 11,611 23,032 37,095
Tots]l January-September 194 .| 939,878 80, 614 162, 011 317, 536
Toial Japuary-Seplember 1948, oo e 1,152,998 95,343 154, 259, 252
Source: ECA Special Mission to Italy,
TABLE XIT—Italy: Textile production (estimaied produciion)
[Metric tons]
Cotton indusiry Wool industry
Period Yarns Fabries
Yarns | Fabncs
Carded |Combed| Total | Carded (Combed| Total
1988 o e 203,056 | 189,155 |_________| ________ 70,612 |one | 48,752
1y 157,463 | 119,450 | 45,02£ | 38,048 L, 972 | 27,866 ¢ 12,030 30,890
1948: January . ______._. -] 4,915 0,787 | 2,801{ 2,367 5188 | 2,302} 1,012 3,315
Febrmary______________| 15,380 | 10,289 B,I66] 3,460 6,62 | =2 218 988 3,206
Marceh . oo 16,118 | 10,801 3,441 3,523 0,004 2,239 1,051 3, 200
Apeld e 16,930 | 1L, 609 3,587 3,756 7,343 2,371 1,081 3,452
A o 15,153 | 10,322 3,521 | 3,309| 6,830 397 958 3, 236
B e P, 15,710 | 10,539 4,022 3,485 1, 507 2,057 1,058 3,718
July s , 668 | 11,078 4,200 3,547 7,846 2,853 1,148 4,00
Augast_________________ 10,806 v.212{ aoGl0| 2412 6,022} =2,164| 9,030 3,004
September ____________ 15,087 | 10,500 4,208 3,539 7,807 2,45 1,187 4,142
Total, January-September
W47 140,347 | 87,404 | ________| ________ 62,283 ||| 79, 957
Totsl, January-September
048 e e..._.] 136,667 | 92,137 | 32,715 | 20,413 | B2,132 ( 22,076 8,425 31, 501

Source: ECA 8pecial Mission to Italy.
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TapLe XTIL-—Ttaly: Consumption of selceted industrial ifems?

Consumption {1,000 metre tons)

Prewar
1M7 104512
Year Amount
(a) (B) (C) (D} )
L. Coal, imported:
ag Ttalisn State 1ailways § e e mmem e 103839 2 1,736 1,674 1,560
Gasworkst_____ errman ccucueao| 10383 1,381 1,110 1,400
6y Coke plants4 o emecceee.a.| 1938-39 2, 880 1,192 1. 600
(d) Other consumers o rravmm—a——— 1938-30 2 6,000 4, 524 4,400
Total (&, b, ¢, 8) e eeeemcmcmame e cmmc e e cca e 11,997 8, 500 g, 000
TI. Coal and lignite, domestie (in terms of imported coal)d_| 1938-39 1, 500 1,700 00
Totsl (F, 1D e ermm—————— e 13,207 10, 200 9, 000
IIX. Petroleum products:
(@) Crude okl (Processedy e o e eeeeiecm oo 1938 1, 600 1,650 2,000
%b) Qasohne (50-65 QOCAD0) w o e eee oo 1038 430 350 350
¢} Kerosenme___________ 1938 120 160 105
(d% Gasol___. 1038 260 440 am
&) Fuel oil__ 1938 1, 580 1,600 1,100
Other finished produets. . ______ 1938 250 300 214
Total (5, &, &, €, 1 e e emm e mmem ame e oo 2,700 850 2,200
IV. Coal gas (gas works) (million cubic meters) $.. ... 1033 7612 6 730 800
V. Ilectricity (millions of kalowatt-hours):
{a) Lighting (domestie and pud¥ie)eame oo __._._ 1938 1,013 1, 670 1, 600
6) Miscellaneous appliances {domestie, ete)eo.--_| 1938 075 1, 250 1,300
c) Troction. . e oo m e ————————— 1938 1, 480 2,100 2, GO0
d) Elcetrochemical and clectrometallargieal uses .| 31938 4,070 3,650 4,000
e} Other industrial wses.. oo oo ________I___ 1938 6, 101 8, 000 8, 200
{f) Tosses___________ ——— - 1938 2,38 , D00 4,000
Total (@, 8, ¢, @, €, F)raemueemmamamc e emmaememe | e o 15, 667 20, 570 22, 000
2 1, 1938 o a n, a,
VI Finishedsteel oo oo __. S 1938 1, 800 1, 500 1, GOO
VI P On e r——— 1938 830 470 550
IX, SCADme e . ————— ——e 1033 1,700 1,570 1,720
K. T0D, OI08 e m e s e st o e o mmm e e 138 1,200 330 530
KL Pyrito 8808, e m o e e 1038 350 250 220
XIT. ﬁp er, PINNAry . 1938 8 35 G0
XIIT, Mickel e e 1938 2.5 1.2 1.5
XIV, AlUannum, Primary - voeen. 1038 25
XV, Lead, pruuary-.- 1933 46 25 30
IVI Zine, Primarye e o oo 1938 20 27 25
XVII. Lamher {thousand eabic meters 1938 5,000 4,000 4,500
XVIIE. Mechanical and chemical pulp 1933 45 330 330
XIX, Rubbel. oo ccccecaeem - 1938 2 38 a5
2 X, Raw cobbor, oo ee 1938 170. 190 190
XXI Cofton yarn______________.___ 1933 158 142 140
XXII, Raw wodlo e 1038 34 55 SO (R
XXITT. RaW Filde. ememcac e oo c——— 1938 41 1. 4. 0. a8
XXIV. Arificial AberSa e e aeee e emme 1938 71 58 50

1W1ith the oxception of the statisties on hnes Ia, Ib, Te, and IV under columms C and D, all consumption

figures have been estimated by the ECA Mission, Bome.
:Fiseal year, | )
2 Soureq- ltalian Stato Railways.
i Source, Interministerial eosl committee.
FPractically none consumed by categories ¢, b, and ¢,

¢ Practienliy abl for domestie uses, In 1938 the calorific value of the gas was about 4,000 cal/cub. meter;
after the war 1t has been around 3,000-3,100 calfcub. meter,

T Souree: Assoeiation of Coal Gas Producers,

¢ Estimate refers to equivalent in erude steel and is based on production, imparts and exports of stesl and

imports and exports of machinery.
Compaled by ECA Special Mission to Italy.
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APPENDIX C

Agricultural Production

Table I. Production of major erops: prewar and 194748,
Table I1. Area harvested—major crops: prewar and 1947-45.
Table ITI. Livestock population: 1941 and 1948.

Tanie T—Produsction of major erops, prewar, 1947 and 1948

[Thousands ¢f metne tons]

1936-30 193638
{aver- | 1947 1H8 (aver- | 1847 1848
fitLic) age)
Whett. e eamemrmrccmcacmam 7,554 | 5600 $,800 || Pulses . —-commiaieaaaeas 978 700 650
RY€ e o meee 138 110 125 (| Sugar beets___ . 3,2721 2,231 13,000
Corn. . 2,063 | 2,200 2,600 || Bemp.ceannma-rmeaaem 110 61 73
BArley . e emr e e aeman 222 180 240 |{ Oilseeds cemicammcccaaans g 43 41
[0 T 7 S 266 450 525 |{ Qlivaoil {edible only) .. =1 | 280 110
Rice (rough).emecccaaaaa- 744 700 Arapes, - - ccemem e 6,140 | 5,342 &, 786
Potatoes_________.._o._ 2,723 | 2,805 3,056
1 Preliminary.
Souzce; Olfce of Foreigm Agricultural Relations, U. 8, Department of Agriculiure.
Tasre IL—Area harvested—inajor crops, prewar, 1941 and 1948
[Thousands of hectares]
1936-3%( 1847 18 ” 1836-39| 1947 18
Wheatom oo 5117 | 4,050 4,800 | Rieguaemma—em oo 149 132 135
Ry e 102 100 105 || PotatoeS-ccce e ccaaeaaas 403 418 406
Barleyeerammeeo—m oo 193 247 252 || Supar beets.camucrocceoee 135 111 113
[0 7 7 431 430 475 || TobactOmmamarero—mceeee e 33 60 61
[0, o T, 1,450 | 1,300 1,310
Seurce: Offlee of Foreign Agricultural Relations, U. 8. Department of Agriciliure,
Tanrg III—Livestock population, 1341 and 1948
[1,000 heed]
1041 1948
Cattle - 488 8,400
.of Wwhich’ & ’
COWSa cae e 3,916 3, 800
Sheep and goals. 11, 509 10, 700
5 7+ 3,045 3, 700
Horses . 743 670
Asses 679 580
F 51 (e T 19 300
Ponltry.__ 70, 000 60, 000

Source: For 1841 Central Instituie of Statisties fizures. Dats for 1848 are preliminary estimates of the
ECA mission, still o bo ¢confirmed by the U, 8. Embassy and EOA. Inthe absencsof refiable prewar data,
the census of 1141 s considered the best indication of the livestock population in the Iate 1930°5.
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APPENDIX D

Internal Aeccounts

Table I. Changes in Ttalian naticnal accounts: 1938—1952-53.
Table I1. Net investments by sectors 1946 and 1947,
Table III. Idem., by source of financing: 1946 and 1947,

Tante 1.—Changes in Italion National Accounts: 1938—1552-53

[ M1Hior 1948 dollars]
1938 1047 |194B-40( 1049-50] 1950-51] 1951-52]1352-63
Nagtional product:
a)) Agriculture, forestry, fishery. ..o -—- 8.43 2.75 2.97 313 3.28
b Industry o e 3.3 2.54 3.08 3.40 3.75
¢} Handicrafts..... 63 .68 .60 .62 .68
Ed) Transport and communications.. . L . b6 .63 .68 T4
¢) Trade, eredit, msuranes. .. ___ L1 .85 1.00 I.09 L19
(f} Houswmg.- R — -0 .8 .80 .87 &7
{g) Professions and serviceS . omomecemceean .46 .38 .41 -4 .46
Total. o e 10.48 B.G8 9.53 10.23 10. 04
Net dupleation. oo 0B J11 .11 L10 L10
Net national product.. oo oo 10, 42 8.58 Q421 10.13 | 1084 11 55 12 26
M e DARC e m e mmem e mmmam e man —ae=| 114 110 110 1,15 1.9% 128 135
Qross national produet_ .o 1L 57 96847 10.52 | 11.29 ¢ 1200 1283 13.61
Defieit (-+) or surplus (—) in the balance of
payments on eurrent acCount o came crec e oo - 27| 4.8 ] 400 | -+.50 | .50 -+ &0 <. 50
Qross availability_.__ ... rmmmmmm e ———m———— 1L84( 1048 1102 | IL76 | 1250 | 13.32 1411
Goads and sarvieas for toUTISES. oo reer v e re—o .12 .02 N i .13 v .4
Total gross resources for domestic use..| 1172 | 10.46 | 10.95] 1L66 | 1237 | 13.16 13.80

Remarks: This table is based on ¥talian Government data adjnsted to take into accotmt more recent data
on the Balanes of Payments and in the projected deficits, INo reliable data are available for the use of tha
iesﬁciumesl e ci:;gertth? entire period considered in the table. Data for the years 1638, 1847, 1948~49 are miven In

able I in the fext.

TaniE II.—Net investmenis by gectors: 1946 and 1957

[Billlons of current lire]

1646 TPorcent, 1847 Fercent
Ind H
Reconstruetion ______ e eemmameemamaa 178.4 14.5 1359 13.6
New Plant e e ———— 5L0O 42 0.5 7.0
Inerease of SMCKS mmmme e e e e e e 356.9 29 2 251.8 25,2
Agrlendinre e 147.8 12,1 76.5 7.6
Housmng... 76 5 6.3 70,5 7.0
Transport:
Railways_______._. 147.8 121 110.8 11.0
Motor vehicles 102.0 3.8 5.5 7.6
Merchant menne_..___ 20.4 1.7 70.5 7.0
Post and telecommunications 30.6 24 30,2 30
Poblic works 81.6 G.0 350 g5
Other e - 25.4 2.1 25.2 25
T 1,218.4 100.0 1,002.0 100, 0
Correction for dsinvestments._ . . e cecceemae 438 4 |ame s 2020 oo
Total ned investments...... ——m——— T80.0 | TI0 0 |emmmmacmaaaa

Compiled from data obtained by ECA Special Mission to Tialy,
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TABLE ITI.—Nei tnvcsiments by seeiors and sottree of fnancing: 1946 and2d47

[Billzons of current lire]
' 1646 1947
Publie| Privats | Total | Publie | Private [ Tolal
Industry: .
Reconstruction.. - [ 1784 | 178.4 |aacuemn- 135 9 136.9
oW Plant o o e m e 510 8104 .. 705 705
Tnerease of StoeKS . oo oo e | e e 366.9 | 350 9y _______ 231.8 251.8
Agrienlture_____ o e 147.8 | 14T 8 {_ucceann 755 755
H Ol IO e e e e et e m— e X 53.5 T6 5 210 49.5 0.5
Transport:
R WS dan ittt o e 143.8 490} 1472 | 10G.8 4 q 110 8
Motor vehicles oo eeem 02,0 | 1020 |_____| 755 755
Merchant marime._ e m—————— 204 (o 2.4 08 | 0.5
Post and telecommunications. omee. ______________ 006 |araeee--u| 30.8 80 2 |eeomae - 302
Publie WorkS. oo oo e m e e Bl B |.ccuemmann 216 85 0 {amcmmman 856
OB e e e e ———— - 25 4 25 4 |l 25 2 25.2
Total. . oo | 84| 0100 (L2184 [ 3141 087.0} 3,0020
Correction for disinvestment ., . oo eee [ mememar 438 4 | 4384 [_______. 202 0 232 0
DTS 4 A 200, 4 80 6 | 780,0 | 3141 05 9 710.0
! Precise meamng of this ifem not clear.
Bourpe' Ttalian Ministry of the Treasury, Janupry 1949
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APPENDIX E

External Accounts

Table I. Summary Balance of Payments, 194349 {OERC estimata),.
Table II. Summary Balance of Payments, 1949-50 (Italian estimate).
Table I1X. Value of trade by areas: January-September 1948,
Table IV. Trade by prineipal areag and countries.
Table V. Italy’s 10 principal suppliers and markets: 1938 and 1048,
Table VI. Total exports by months, for 1946, 1947, 1048,
Table VII. Italy’s principal 1938 markets, with comparisons for other years.
Table VIII. Tialiau exports to Enstern Europe, by principal product groups, 1938

and January-September

1948,

TanLe I—Summary balonce of peyments for 1948—49
[OEEC estunate. Millions of dollars]

Dollar account N
on-
ontes gotlar Grand
nite ageoun
States Cther Toial
1. Imports e ee————— . 502.6 264 7 767.3 634.4 1,401 7
2. EXportS.cacoccacaaoo 48. 153.4 201. 5 647 1 B4R 6
3. Merchandise balance —454. 6 | =111.3 | —565.8 +12 7 —553.1
4. Tnvisibles (et). - oo e ~T1.7 ~34 4 —112,1 —38.8 —150.9
5. Current 8coomnt DalANCS . e —-532.2 | —145.7 | —B77.9 —25 1 —7H.0
6. SeltlementS. e e e e e e | e
7. Capital fransacticns:
{z) Non-ECA finsnelng____ . _____
b Repaymenis_ ___________
¢} Ofher

8, Net postblon . oo oo e e
9, Estupated requirements for Umted Statesand. ..
10. YUneovered defiolt oo __

TABLE IL—Summaery balance of payments for 1949-50
[Ttalian ostimate, DMillions of dollars]

Dollar account .
on-
doliar %;ntﬁd
. Gnlied | her | motar | ACCOUR
L ImpoTts el 4889 252,77 741G 738 2 1,479.8
2 Exports--., .................................... 0. 5 180.0 240 & 762.8 993 3
3, Merchandise balance. —428.4 ~72,7 | ~501.1 +14,6 —486. 5
4. Tnvisihles (net) . cueecae.. -11 § =95 9 4.8 —75.1
—8 5 —097.0 +35 4 —B61. 6
7. Capital transactions: T TTTTTYTTT T
a) Non-BCA fnancing. .. e cweceeeeeae I —_ RV S
& Repavments wmee oo .. -=11,0 —2.1 =131 |acamaao [
) Other.. o _____ SO [ S— N E
8. Netposiion ____________ —-523.5 —86.6 | —610.1 { e
9. Estimated requurements for United Statesaid. .. _______ S, L LUNS T R, e
10, Uncovered defieifommmmuemmmamameemecmmcn oo fome PV S U




TAERLE IIL-—Valug of trade by ereas: January-September 1348

[Thousands of doBars]
Group of countries Imports Ezports Balance
United States of Ameries au e ————————————n 402 587 G2 146 340, 441
Qther Western Hemisphere _______ —— 251 502 126 626 —134, 066
ERP arhcip&tmg colintries, . 200, 964 291 7565 480, 731
Coloninl ternbories and dcpendencies ol ERP countrioS-cme-—m-oem 28,801 35.838 +7,087
Fastern FEUFODCAN cOUNtries o immam——ame—————— s 44.773 44 307 —376
OLhErS e e e raeme [ — 176 850 141461 —35, 460
Total e cameme . [ — 1 116. 647 702.273 --413, 304

gonrea: Compiled by ECA Special Mission to Italy.

e IV.—Trade by principal areas and counfries

IMPORTE IN CURRENT LIRE VALUES TANUARY-SEPTEMBER, 1648 COMPARED WITH
SIMILAR PERIOD IN 1038 AND 1847

[Mitlions of lire]
1038 (9 months) 1947 (» months) 1848 (2 months)
Prnncipal eountries
vaolue | Percent | Value | Percent | Value | Percent
SterlIng Ares e e e;m oo 1,264 15.1 33,512 10.9 638, 870 11.3
'Unlf:ecl Eingd0me e e omm e cmmmem e 536 6.4 6,671 2.1 17,554 29
........... 201 2.4 3,724 1.2 13,600 2.2
Umun of South AfFiC8a e e 7 .0 184 3.3 6,372 1.0
AUStralia. o e me ;e cmema 182 2.2 10,077 3.3 18,654 3.0
Bgypt i imm i ————— 125 1.5 7,748 25 10, 469 .7
Dofllar area_ — J— 1,551 18.5 ] 159,013 BL.6 | 279,231 45.8
[nited States of AMerICs . caeeee - 1,036 12.4 | 140,532 45.6 | 230,828 3.7
L2 Y YOS 30 A, 4 999 L6l 11,251 1.8
b2 4 S — 93 1.1 7,990 2.6 | 13,823 2.3
Chile o aa - 135 1.6 1 057 .3 5,514 .9
Other countries. o vecmce i craa e - 5,727 66.4 | 115,403 37.5 | 263,59 43.1
Austria-._,____-_-----______--_---____ ()] 4] 2,828 .9 9,098 L5
Belgium-Luzemburg 122 15| 11,380 38 7,720 1.3
Denmark 25 3 3,750 1,2 7,653 1.2
France 175 2.1 4,164 1.4 5,433 .9
GIeee8. —ummmmnr 7 .3 1,383 4 5, 530 K\
Germany..-- - 2,325 2.7 4,946 1.6 11,483 1.9
Netherlands...... 31 -9 3,835 1.2 7,232 L2
Sweden 165 2.0 4,930 16 T, 155 1.3
Switzerland . oeeecaemoaeeee 256 3.0 10,187 3.3 18,178 3.0
Czechoslovakia 226 2.7 6,306 20 7,0 1.1
Poland o mmmme e —cmmmee—- 215 2.6 3,050 1.0 5, 070 1.0
Yngos]avm 120 1.4 4,133 1.3 8,456 1.4
.................................. 33 .4 4,425 1.4 13,201 2.2
Argantina---- ______ o 207 2.5 | 11,025 3.6 | 100,052 16 4
i o 8, 542 ] 100 0 E 308,018 I 100.0 | 611,705 100.0

t Consldered sterling area for tabulation purposes.
1 Tncluded in Germany.

Compiled by ECA Special Maission to Italy.
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TasLE 1V.—Trade by principal areas ond countries—Continued

EXPORTS IN CURRENT LIRE VALUESJANUARY-SEPTEMBER, 1848, COMPARED WITH

SIMILAR PERIOD IN 1938 AND 1947 (MILLIONS OF LIRE)
[Milions 61 1lre)
18 (9" months) 1947 (8 months) 188 {0 months)
Frincipal conntriss
Valua | Percent | Valus | Percent | Value | Percent
Blerling Aref . . o eeessec e mimccem e 704 12.3 30, 524 21.9 68, 162 18.6
I3 306 6.9 14,727 10.5 26,115 7.0
Indt 117 2.0 4, 095 29 20, 310 54
Tl 1.2 3, 087 2.1 5,197 1,4
165 29 6, 269 4.6 , 0 5.1
Dgllar aren. _.__. ——— - 887 15,5 16, 524 11.8 64, 851 17.4
United States of AMerics _oreececeman 535 9.7 7, 81¢ 5.4 35, 681 9.5
Dz i S i) 1.2 3,422 25 7,0 2.0
MexIeo. . mncwemmim— oo 24 .4 342 .2 4,675 1.3
Venezuels______ ... 28 .5 1,050 .7 4, 668 1.3
Other countties . _______ - 6, 850 71,2 92, 670 66.3 | 238,822 64.0
N1 o o S S ) o 2,317 1.7 G, 573 1.8
Belomm-Luxemburg. . o comeeee .. 99 17 3, 763 2.7 13,678 8.7
Denmark_ .. __________________ 42 T 3,088 2.8 4, 930 1.3
Franee . oooooo.. — 228 4.0 3,016 2.8 13, 228 4.9
Greece . ecececmacemsanaan T2 1.3 1,142 .8 4,297 1.2
eI Y e e e emnn Jd 1,469 25.6 1,498 L1]| 11,930 3.2
Norway. .o —— T2 1.3 3,250 2.3 o 1.9
WNetharlands. .o ooee o _____ - 93 L7 4,901 3.5 7,262 L9
Sweden. o eceeeeaea—.— - 95 L7 0,275 6.8 12,249 3.3
Switzerland o oo oo miaa 350 61| 15608 1.2 409 9.0
BT e mmemmmm cmmmm mm mm e mmem 53 .9 5 822 42 4, 525 1.2
Crechoslovakia. oo ____.____ i 18 4,209 30 4, 539 1.2
Poland ____________ - 85 1.5 404 .3 5, 054 1.6
Yugposlavia 159 2.8 103 LS 8,446 2.3
Syria. ... 32 .6 2,013 1.4 5 055 1.4
Argeniing. . oorveecmme—————— oo ) 5.7 10,832 7.8 44, 502 11.8
Motal e e 7,510 100.0 | 139,618 100.0 § 372,833 100. 0

1 Considered sterling area for tabulation purposes.

2 Ineluded in Germany.

Compiled by EGA Special Mission to Italy.

TABLE V.—Ttaly's 10 principal suppliers and mgrkets—I1938 and 1948

[In mligns of lre]
PRINCIPAIL SUFPLIERS 1938

Country Value Fercent Country Value | Percent
GOrATNY e e e e 3,016 6.7 || Argentina - 2rd 2.4
JE511 00 ) - —— 1,338 11.9 |} British India end Ceylon.__.. 260 24
TUmted Kingdom.ooooeooooo.. 728 6.5 Franee._ . aceeoo_wo oo 254 2.3
Switzerland . ooceee e 376 3.2 || Czechoslovakis ooueeeo o _____ 254 2.3
Poland and Danzig - ooonoo. 320 2.8 || Romanid e 253 2.3
PRINCIPAL SUPPLIERS 148 (§ MONTHS)
United States.. . _________ 230,828 .7 || Broazile cceeme e cemmem 13,823 23
Argentma___ . ______________} 100,052 16.4 || Indifecmccrremacaocom cccme—e 13, 690 2.2
Australis oo | 18,654 3.0 fIran__ - 13, 291 2.2
Switzerland. .o cocmmcemeeanaaf 18,178 3.0 |} Qermany v mmmmmeee 11,483 1.9
TUnited Kinpdom_ .o 17, 554 2.9 || Canada_. 11, 261 18

Souree, Italian Government.
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TastE V.—Iialy's 10 principal suppliers and markels—I19388 and 1848—Continued

[ millions of Lire]
PRINCIPAL MAREETS 138

Country Value Percent Country Value | Percent
Gormany. ceeeea—nwrn—me———- 2, 002 19 1 {| Switzerlandemmecmcmamanma——- 405 4,7
1,325 12.6 || Argenting . ccme e 405 3.0
782 7.5 || Franee. ccaavrem oo asg 31
587 AT | IS ATH) < R —— 205 2.8
Libya. cememmeao s S 520 5.0 || Bgyptee oo cnammmmm e 267 25
|
PRINCIPAL MARKETS 1948 (0 MONTHS}
Y L T o] S — 44, 502 1.6 Egypt ........................ 18,000 51
TUmied States. . _cceeee---| 35,881 0.5 || Franeoeear——mmcemmvoeeeeeea 18,228 40
Bwizerland 23,409 9.0 Be]glum—Lmemburg ......... 13, 676 3.7
'Umted Kingdom meemeeeaeeae 26,115 A I e 1 Y —— 13,219 33
_________________________ 20,310 5.4 || Germanyocee-cacemmmmmee——---| 11,930 3.2
Compiled by ECA Special Mission to Ltaly.
TaBLE VI.—Total exports, by months, 1946, 1947, and 1948
{In milhong of 148 dollars]
Month 18401 17 1948 Month 18461 1047 1948
4 56.0 53.8 41 49,4 B5. &
10 5LT 59,8 32 48,2 B4 8
16 3.6 72.0 39 556.1 98.9
22 56.G 8.6 55 53 3 nr.7
20 5.3 PN 55 66 3 |-cmmman-
24 5290 200
a0 LCR ] 93.6 359 | O06G.3 ) o181
1146 values are very approsimate.
2 1i-menth total.
Source: Ttalinp Centrsl Institute of Statistics. :
p
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Tapie VIL~—Italirs principal 1938 marhets, 1itl. comparigsons for other years

Value of cxports in millions of 1948 dollars Fercent of total Italian oxports
Janary=-gep-
: tember 1088 | 1958 —
026 | 1938 | 1947 1047 gg{;
o |smm| (mlmen) TSR
months] alrate onies | onies

Halian colonies . ___. 18.4 | 257.7 2.5 2.5 3.3 1.6 23 3 loemeemae 0.4 0.4
Germany_ 169.8 | 210.7 5.3 2°5 ] 300 150 14.1 240 10 3.2
AU e 34.4 (1) 10.6 124 | 16.5 3.0 n m L7 1.8
United States.auancoao- 118.3 82,3 394 67.0 | 893 [ 10.4 7.6 9.7 6.3 0.5
Vated Kinpdom.......] 107 3 6.8 | 57.2 40.2 | 65.6 95 5.8 7.8 g.1 7.0
Smtzet_‘land ____________ 92 3 52.1 | 70.1 631 3.1 8.1 4.7 6.2 11.1 o.0
Argenfima______________ 68 4 4261 52.0 83.8 | 111.3 6.0 3.0 5.0 8.3 11.9
Franee.oceeacceccea—-f 120,11 345 15.9 4.3 457 11,4 3.1 4.1 2.5 4.9
[ 0 37.5 21| 21.3 35.6 | 47.5 83 2.6 3.3 4.3 [
Yugoslavia.____________ 23.2 241 14.1 15.9 | 21,2 20 2.1 2.8 2.2 2.3
Hungary. . ... 8.1 17.6 2.6 17 2.3 7 1.6 21 4 2
British India..____.___ 40,5 16.0 | 17.0 38.83 | s8l.1 3.6 1.5 29 27 5.4
Netherlands ... ______ 11.8 15.7 | 24.4 13.7.1 183 1.0 1.4 1.9 39 1.9
Rumania_____._._...... 201 14.7 .2 3T 49 1.8 1.3 17 () 5
Sweden..____ o mmmmmmee 87 14 4| 39.4 21] 3.8 B 1.3 1.7 6.3 8.3
Czechoslovakiteeu..-.] 113 4.3 217 8,57 IL3 1.0 1.3 1.7 3.4 1.2
Belgium-Luxembourg..| 228 14.2 | 19.7 25 81 34.4 20 1.3 1.7 3.1 37
Poland-Daneip .. __ 7.4 12.1 L6 11.2{ 14.9 .7 11 1.4 .3 1.6
247201 D 191 11.2 2.7 4.0 5.3 L7 1.0 L3 .4 i}
Turkey. e 36,8 1047 22.7 g5 1.3 22 .9 1.2 36 12
Brazll e oo ee e 18.2 10.3 ] 15.5 1431 10.1 L6 .9 1.2 2.5 2.0
N OrwWaY e ceeceecamnna 3.3 9,91 13.1 13.21 17 6 .3 .9 1.2 2.1 1.9
Greecs o 150 0.9 .7 g1 108 1.4 9 1.2 1.2 1.2
Union of South Africn _ 5.4 iy no 9.8 13.1 ] .9 1.1 1.8 1.4
(81331 1< 7.8 77 42 L8 2.4 7 7T .9 .7 .2
.:’umtrqha ............... 87 7.0 66 558 73 .8 .G 8 1.0 .8

Albania________________ 3.5 GO .4 ® @ .3 .6 .8 .1 ®
Subtofal.._______{1,0454 | 04 I |B05 0] S705 ) 7609 | 022 90 0 872 80.4 82.2
Oiher counfries_ ... 836 10.8]123.5] 124.8| 186 5 7.8 100 128| 19.6 17.8
Total exports_._._{1,134,0 |1,104.0 { 620 4 | 7023 | 936 4 | 100.0 | 100.0 | 100 0 | 100.0 100.0

1 Austris incleded with Germony in 1938, 3 Neghgible.

Derived from Offieiol Italian Qovernment data.

TasiE VILL—Ttalien Exports to eastern Burepe, by principal product groups, 1938

and Jenugry—Seplember 1948

N [Thousands of emrent dollars]
1938 J nnunryl-gs‘&ptem'h er
Porcent $000 Percent £000
Eastern Eurcpes, totals
B . 22.68 9.467 2.5 1,070
Qther foods. e 0.9 4, 164 8.8 3,724
Textiles and clothing: wool, si 342 14,318 3.8 13, 966
Chemieals, drogs, and dyes.___ 4.4 1,841 5.6 2,371
Vehicles and parts . ooevenes 88 3,602 17.3 L 7,307
Machanery oo __________ 21 906 20.3 8,630
Moetal manufacires . aemaeaea- .8 334 1.1 169
Miscellaneoms. - oo v e m— e aw it e 17 2 7, 24 118 4,923
O] e e 1000 41, 917 100.0 46, 063
Tuegoslavaa:

LB m am o mm e wm e e e A e e 58 113 R S
Other foods_ e 12 0 1,313 86 1,370
Textiles and clothing* wool, salk ..ot vee v e e mmm 58 , 120 46.3 7,370
Chemieals, drogs, and dyes. - oo o oo 29 310 50 753
Vehicles and Partsac-neemeemammmsar cocim i oo 7.8 821 w4 - 1,861
Maehinery .o . e LS 171 20,0 3,180
Matal manaetires. oo e 2.4 230 .- LG 259
MisCellBneoUs e an ;e m—————a o o e mamm 12,1 1,330 gt 1,287

B+ ) S 100.0 10, 859 1000 15, 910
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TarrE VIII.—Iiclian Exports to eastern Burope, by principal product groups, 1938
and January-Sepiember 1948

[Thousands of current dollars] *

January-Beptember
1938 1945
Percent $000 Percent 000
Poland:
P8 e e e e e e e m s wmm m 40 8 2,654 19 217
Other 100045, - ccmacammaamn—— - 16 71 TR S —
Textiles and clothing: wool, - 7.7 437 5.9
Chemicals, drugs, and dyes . aeea- 14 79 81 002
‘Vehicles and PRI  cuecmcammeermscuuaa i mmm e m 6.0 330 46,3 5,080
Machinery________.__ [ 24 138 24.7 2,774
Metal mannfactures. JERSPIVEVES FEVNIIS PV .7 76
Miscellane0US. oo v cemmmm— e —cmmmmammr— = —as 341 1,934 13.4 1, 504
b1 £ ) P - 1L O 5,673 100 0 11,215
Czechoslovakia:
Fruits e am—mmm———————— ——— 594 4,016 9.1 782
Otbor 10048 oo e s m————— 93 621 28.4 2.428
Taxtiles and clothing: wool, sk oo 1238 863 21.6 1,845
Chemicals, drags, and dyes. - oo cceceerememuamr——- 24 155 56 481
Vebicles and pParts_ - oo e mimmm————— 1.8 111 38 230
Machiner Ve - oo eaaana N 2.5 162 19.6 1,072
Metal MAnufactures - amceeececammmemmea [N SR A .6 48
Miseellaneous_ ... e msmmmemm—— 11.9 BOY 113 054
L1201] ) R _— 100.0 6,735 100.0 8, 550
Rumania:
1L, o te mmm—m———————mm = s i e w wm— =m 4.7 329 |
Other fo0dS_ . caeeeemcc—a—ommaaas 15.4 ) i, P A —
41.3 2,853 87.0 3,247
g7 402 1.8 63
10.2 1,329 53 199
chinery. 3.0 1.3 88
Motal rHantRERILeS. e cemmeeee oo csauimanen | eea e mm e | oo ] 20
Miscellaneous. ... - 8.7 670 3.6 130
POl e oo e —m e wmm——— 100.0 6,913 100 0 3.732
USER:
Fraits. e iaeaa . FNN SR R I
Other fo0d8 oo et s ume e | mmmm—asem—m mfar—— e 8.9 235
Textiles and elothimg- wool, silk ———- — 7.6 623
Chemieals, drugs, and dFeS.. memicomacmmacmmceeeas ——— —- 3.6 95
Vehicles and parts_.._. - - 13.2 3 18 0 457
Machinery. ———— - 62.9 17 451 1, 1M
Metal manofactures. ... - 7.8 21 -
Miscellaneons. o iecceemmmam—e—mem e m—e——— 16.1 4 .8 24
11 7 100.0 26 100 0 2,648
Bulparis: .
%F‘mits _______________________________________________ 4.1
OLBET f0005 . a e mm e ca e e mma e — e mem e mmm e . .9
Hiaxtiles snd clothing: wool, stk o oaacae 40 1
Chemieals, drugs, and dyes____ 21.2
Vehicles and parts--eaeo-um 82
Machinery_____.-... 2.1
Metal manufactures 26
Miscellaneons__________________ 2 8
o8] e e e imem e mmemam e me——————— 100 0
Hungary:
LS o e e e e e mmr .. ——— ———— e 20.3
Other foods.___._____ - 12.4
Textiles and clothing: wool, silk____________________ 33.1
Cheinicals, drugs, and dyes. - o cce e 1.8
Vehicles and parts. .emeeae 0.9
Machinery. —— L7
Tetal manufactures. e ocecene—v-——
MiscellANE0US cann e mm e e = s m—easaem——cemm———— 20.8
POt e mm—— ————— 100.0

Denved from Official Italian Government Data.
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