Developments in the Commodity Composition,
Market Distribution, and Competitiveness of
Italy’s Foreign Trade, 1955-1963"

Traly's foreign trade increased spectacularly in the decade end-
ing in 1963. From $1.5 billion in 1953, total cxports increased
to $s.1 billion in 1963, or by 240 per cent. In volume terms, the
increase was somewhat larger, 28g per cent, as the unit valuc of
exports fell from 100 in 1953 to 86 in 1963 (1). Shipments of
manufactured goods, of which Italy is an important world expor-
ter, increased in value by 339 per cent. This increase was second
only to that of Japan, whose exports of manufactares increased by
371 per cent. In contrast during the same period, exports of manu-
factures from West Germany increased by 253 per cent, from the
United States by 31 per cent, and from the United Kingdom by
60 jper cent (2). Italy’s imports also increased dramatically from
$2.4 billion (ci.f) in 1953 tO $7.6 billion in 1963, or by 217 per
cent. The increase in volume was again larger, 268 per cent, as the
unit value of imports fell from 100 in 1953 to 85 in 1963 (3)-

The increase in Italy’s exports has been a major factor contri-
buting to its rapid economic growth in the past decade. This has

been truc in relation to gross national product as a whole and parti-

(¥} This paper was prepared under the tenure of a Ford Foundation Faculty Rescarch
Fellowship granted to the anthor for the 1964-63 academic year, It was written in residence
at the Banca d’Itaiia, which tbrough its Servizio Studi kindly provided me with working
facilities and access to its library, 1 would like to thank B, PBrovedani, C. Flaccavenio, G, Ful,
§. Leonetti, F. Masera and A. Pedone for their helpful comments oh an earlier draft of
the paper. -

(1) Data on the wotal value, volume, and unit value of exports are from OECD, Statistical
Bulletins, Foreign Trade, Series A, Owverall Trade by Cozntries.
(2) Data on manufactured goods expotts are from the United Nations, Monthly Budletin

of Statisiies,
(3) OECD, op. «#. Note that with the slightly greater fall in the unit value of

imports, Italy’s commodity terms of trade increasesd from 100 in 1953 to 102 10 1963,

T .
dell'cconomia italiana
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cularly with regard to investment and productivity which were sti-
mulated significantly by the export expansion, The increase in
exports also made it possible to finance larger imports, especially
of manufactured goods, and the rapidly expanding domestic eco-
nomy helped to attract sizeable inflows of long-term capital. With
a comfortable balance of payments position, at least to the end of
1962, domestic expansionary policies were implemented without
serious external constraints,
. It became obvious in 1963, however, that a new set of condi-
tions was at work., Wages had increased sharply; bringing about
Jarge increases in home consumption and imports with the further
result of a substantial deterioration in the balance of payments
In order to correct this situation, the financial authorities took stcp:;
to check the expansion in domestic demand and thus in imports
As a consequence of these steps and with a considerable expahsiori
of exports e:spccially in the second half of 1964, the external pay-
ments situation was greatly eased. !
Since it appears that 1963 perhaps marks a turning point in the
rate and pattern of Italy’s economic growth, a recapitulation of the
major developments which have occurred in her fdreign trade in
the years preceding may be of some interest. The present paper
thus sceks to determine the contributions to changes in total Italian
exports‘\'zvhtch may be attributable to changes in the commodit
composition, market distribution, and competitiveness of thesz;
cqurtsl. IIn addition, imports will be examined with reference
E;r‘s;:iug ieg 324;? changes in their commodity composition and regions

1.

e ¥n attempting to account for the remarkable increase noted in
days ;xports, consideration must be given to factors on both the
emand and the supply sides. Changes in the demand for Italy’s

refcren(:g i;l’; c;:ll[ al-ttj“:;t‘w‘e view of the major devcl‘opment in Ttaly’s foreign trade with
the rats o8 [radeyto > he H;IPMI percentage changes in the values of imports and exports,
categorios, s Gunmns atﬁna mc:me, a‘nd the balance of trade in total and by major economic
Rom, Reviewr of t/,E EIGONI’- Forelgn. Traf._le in the Last 1o Years (1954-1963) ', Banco di
Francason Moot ke Economic Conditions in Italy, Vol, XVII (March 1964). S8ee also

rA, “The I.ialancc-of Payments ®, Statist, April 6, 1962, and © L’evoluzione
ed in particolare i recenti sviluppi della bilancia dei pagamenti ™,

"B ; .
| eetomia Internazionale, Vol, XVII (February 1564), esp. pp. 1o0-04
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exports may have been due, for example, to such factors as: 1)
changes in the commodity composition of Import demand in a
given market duc to changes in the level and distribution of real
income, tastes, technology, commercial policy, or the competitive-
ness of import-competing industries in the given market; and
2) changes due to the reasons just mentioned in the market distri-
bution pattern of the -different national and regional markets which
comprise the total world market for imports from various countries,

Changes on the supply side scrving to increasc the competitive-
ness of Italy’s exports may have been due to such factors as: 1) dif-
ferential rates of increase in productivity and the levels of prices;
2) differential rates of improvement in the quality of goods expor-
ted and in the development of new cxports; 3) differential rates
of improvement in the efficiency of marketing or in the terms of
financing the sale of export goods; and 4) differential changes in
the ability for prompt fulfillment of export orders (5)-

While a precise accounting for all the foregoing factors cannot
be made, some of them at least are susceptible to quantitative mea-
surement. ‘Thus, in what follows estimates have been made of the
changes in the demand for Italy’s exports to the extent that these
changes are reflected in changes in the total value and pattern of %
world trade. The portion of the increase in exports remaining
after the climination of these demand factors is thus considercd
attributable to the role of supply factors which have given rise to
increased competitiveness (6).

The procedurc adopted to asscss the influence of changes in
foreign demand is outlined in algebraic form in the Appendix (7).

{5} For a more extended discussion of these varlous factors, see J. M. FirMmmNe and.
8, C, Taane, * Changes in Competitive Strength and Bxport Shares of Major Industrial
Countries *, International Monetary Fund, Staff Papers, Vol. V (August 1956), esp. pp. 21922~
‘ {6) Alternatively, changes in the demand for Ttaly’s expoits conld be studied by means
of regression analysis in which the volume of exports' might be related to income in the
imparting countries and to the prices of Ttaly’s exports relative to those of competing countries,
Such an analysis would have the advantage af affording a longer tme perspective and of
providing estimates of the income and price clasticities of demand for Ttalian exports, By the
same token, however, there would arise certain well known difficulties in the availability and
fnterpretation of indexes of relative export prices and in the statistical estimation of time
series clasticities, For some preliminary explorations alongthese lines for Italy in the postwal
period, sce Guino M. Riv * Problemi e Prospettive della Bilancia Commerciale Jraliana ™,
and Guipg M. Rey and Szreio Scarer, « Preyisioni del commercio con 1"estera ™, Bancd
d'Itakia, Servizio Studi (processed 1963 and 1964).
(7) This procedure was frst suggested in an article by H. Tvszynsky, “ World Trade
1n Manufactured Commodities, 1895-1950 », The Mauchester School, Vol. XIX (September
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It E:onsisted of three steps. First calculated was the amount b
which Italy’s exports would have increased from an initial year 1};
they had grown at the same ratc as the total value of world
.Flcmanfi, measured here by the total value of world exports to all
importing areas excluding Italy. '

The sccond step was to estimate the increases which Ital
would have realized if its exports of each major commodity groug
had risen at the same rate as world exports of the particular com-
medity group, and then to subtract from these amounts the
amounts by which each group would have increased if it had
ssen at the same rate as total world exports. Thus, if world
demand expanded more than proportionately for those commodities
in which Italy specialized in the initial year, the effect would be
positive. Otherwise, it would be negative. :

The third step was to estimate the increase in Italy’s exports
?f each commodity group if Italy had just maintained its share
in cach major market for that group, and to subtract from these
amounts the amounts by which ecach commodity group would
have increased if it had risen at the same rate as world exports
of that particular group. Accordingly, if world demand grew
more than proportionately in those markets in which Italy was

conccnt?ateq in the beginning year, the cffect would be positive.
Otherwise, it would be negative. B

‘13311)1] It has since t?:cn further developed and utilized in a number of other studics, among
(Cmcmv::151{j rIlal: e:m;;uc‘mcd: 1. Svenwuson, Growth and Stagnation in the Eurcpean Fconomy
Selccted, oited If:lgons, '1954}; R.E. Bapwi, “The Commedity Composition of Trade:
.(Febmar s r;a ]nunmcs, 19(3‘0—1954. ”,. Review of Economics and Statisrcs, Vol, XL
e %O?lsr; upp‘eme?t), anc.{ Implu:‘atlon for Structural Changes in Commodity Trade 7,
Pﬂyme};t; ( \%ass};,n]?m. Economic Comm}tu?e, Factors Affecting the United States Balance of
Expents of Man.ufa% ;u. Government Pl;mtmg Office 1962); Sveermx Seizeircras, © World
e O Mant wes, i:c‘956 vs, 1937 %, The Manchester School, Vol XXVII (May 1959);
gy ;rel et fE{fcts dc. "Concun:cnce . Etndes et Conjoncture (May 1960); P. R.
don] Mo’nr,t ole of Competitiveness in Japan's Bxport Performance, 1g54-38 7, Interna-

ary Fund, Staff Papers, Vol. VIII (November 1960); Amns Romaws, © Relative

Growth i
b of Exports of Manufactures of United States and Other Industrial Countries *, Interna-

tlonal M g
t onctary Fund, Siaff Papers, Vol, VII (May 1g6x); A. Lamesiussy, The United

- Kingd, ; ;
gdom and the Six (Homewood: Richard D. Irwin, Inc, for the Yale University Economic

Growth Center, 1

‘ s 1963), esp. pp. 47-58 and ; w it

Perfar X . pp. 47-58 and pp. 137-40; and S.J. wis, British E

! mance: A Comparative Study (Cambridge: University Press, 1964), esp. pp': 15-9 x?;;;

also the r ;
R, Rﬂomﬁnf:;enc‘::’:; (.:ued and results contained in the stady by Herew B, Junz and RupoLe
A » “Prices and Export Petformance of Industrial Countries, 1953-63 7, papet

presented ar a ol .

Ry oint session of b 3 et L

I “Associat] ] of the American Statistical Association and , ic
e ton 1964 Annual Meetings held in Chicago American Economic
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Finally the sum of the amounts calculated in the manner
just described was deducted from the total increase in Ttaly’s
exports in order to arrive at the remainder which can be consi-
dered the result of the increased competitiveness of these exports.
Now it should be evident that this remainder is an indication of
gencral competitiveness in the sense that it reflects not only price
competitiveness, but, as well, the influence of quality yariations,
the introduction of new exports, promotional expenditures, possi-
ble changes in marketing arrangements, and the ability to service
export orders promptly (8). It would of course be of great interest
to attempt to disaggregate this residual of general competitiveness
‘n order to assess the relative importance of the price and non-
price factors, This will not be attempted in the present paper,
however, due to the lack of information on these latter factors
and the rclatively few data points which could be computed for
purposes of analysis (9)-

11,

The calculations were based upon seven SITC commodity
groups and upon ten importing areas, as specified in the Appen-
Jix. The classification of manufactured goods in particular into
only three groups is far from satisfactory because of the hetero-
geneity of the components, especially in SITC groups 6 and 8.
Time and rtesources unfortunately precluded both the utilization
of data for the few available components of the manufactured
goods groups and the expansion of the calculations to cover 2
significantly larger number of importing areas (10).

(8) Changes in competitiveness can also be thought of as eccurring in responsc to
change in the domestic level of income and employment insofar as these latter changes affect
the availability of goods for export and thus are reflected in the various price and non-price
factors mentioned,

{g) As more data points became available, it would perhaps be worthwhile to undertake
some regression analyses of the relations between the calenlated residuals of competitiveness
and measures of relative export prices by region and for total exports, This js in effect what
Flering and Tsiang, op. cit., attempted to do, There s also the possibility of using a method
of analysis in which the commadity composition, market distribution, snd world demand
jnfluences arc approximated by the use of dummy variables, For some preliminary results
based upon a procedure of this kind, see ALan L. GIMNSBURG ‘and Romery M, Sreww, “The
Determination of the Factors Affecting American and British Exports in the.Interwar and
Postwar Periods », Oxford Economuc Papers {forthcoming),

(10) Less aggregative data comparable to those used in the present study are ayailable
in the United Nations, Monzhly Bulletin of Statistics for the following seven SITC commaodity

- different and non-
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The results of the detailed calculations which were made for
1955-1963 are summarized in Table 1 (r1). It is evident that the
increases in the value of world trade explained about 40 per cent.
of the increase in Italy’s exports from 1955 to ig59, about 25 per
cent from 1959 to 1962, and close to 6o per cent from 1962 to 1963.
The changes due to the commodity composition and the market
distribution of the expansion in world trade were comparativel
small, Five per cent or less of the increase in Italy’s exports fron{
1659 to 1962 could be attributed to the commodity composition.
The overall market distribution was actually slightly unfavorable
to Italy from 1955 to 1959, and slightly favorable after that time.
The residual portion which measures the increase in Italy’s exports
due to increased competitiveness can thus be seen to have been
substantial. It accounted for nearly Go per cent of the increase

from 1955 to 1959, more than two thirds from 1959 to 1962, and
about 4o per cent from 1962 to 1963. '

T
ANALYSIS OF CHANGES IN ITALY’S EXPORTS, 1955-1963 ARLE T

{(Millions of dollars)

1955 | ¥959 | 5953 | 7962 || 1955 | 930 | 1035 | 062
to to to to to to
159 | 1962 | 1962 | rub3 i 1950 | agéa | 1962 | 1963

$ | 8|8 | B |A|%|%|%

Change in Total Expores . . . . . i1,058|1,784|2,842| 376 [ 100.0|100.0100.0 |T00.0
1. Duc to increase in value of world -

tade . . . . . . . . . .| 443\ 473 otf| 22r | 41.9| 265 32.2| 58.8
2. Due w ‘cemmodity composition of .

increase in word trade . . . . . 53| 61 14| (a) || 50| 34| 40] {2)
3: Due to market distribution of in-

crease in world trade . . . . . |—955| 53] —2| 2 ||-s5.2] 30|01} 035

4 Eu}elto increased competitiveness of
aly's exports . ., . . . . . .| 617|1,197|1.814| 153 || 58.3| 67.1| 63.9| 40.7

(a) Included in change due to increased competitiveness.
Sourck: Based upon Table 2.

subgroups: sals: ; .

basg melf,ﬂs -Cz“hals’ textile fibers; metalliferous ores and metal scrap; textile yarn and fabric;

A o det,au;dei malimfactured metal products; and passenger road vehicles and their parts.
reakdown according to importing area could be constructed, but only with

* consid i A
crable difficulty, from the United Nations, Commodity Trade Statistics.

1T
Cirlicr(yes)lr;m‘;irzc:r 1955 was chosel} as the starting point because world export data for
rranged in the. United Nations, Monthly Bulletin of Statistics according to
comparable regions of destination.
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The summary data in Table 1 are broken down in Table 2
according to the regions of destination of Italy’s exports. It can ANALYSIS OF CHANGES N EXPORTS 5Y REGION OF DESTINATION, w35 gfs
be scen that the major increases in Italy’s exports from 1955 to I — (Millions of doltars) B
1959 were to the industrial countries of North America, EEC, and P B T —
EETA, and that a substantial proportion of these increases was A | Ko | mc [wema| W Zal, |, prodl g
attributable to increased competitiveness. This was also the case diea | miea Eutope {‘f_’; R | . | Furope | Ober | O
from 1959 to 1962, in particular as far as exports to the EEC were SRS Africa © -
concerned. ‘That is, $839 million of the $1,784 million increase Bagors in 1955 10 -+ | 8 10| gl qpy 8| 46| o) a8
in exports during these years went to the EEC, and closc 1o Exports in 1959 o . .. .| 38| 257 o7l 6481 12 55| x| o0 o ;i :'ﬂf6
$600 million was attributable to increased competitiveness. The E}’?’zz . iiﬁz R aro| 1636 o63] 30 8 | 25! s | 24a | o 4:@9‘;
proportion of the increase due to the market distribution was ApChn e 't ' E' | sap| 3| uBoal ofri 342 gy | 42y Bogl ayr | oreo| 5,074
relatively minor by contrast, cven given the very rapid growth 1 s A S T RN N
:n income which the EEC countries experienced. It would of r. Due to increase in value Rk I A I B T
course be interesting to determine what part, if any, of the increase 3. N gurfglfoﬁﬁf;dity' R A B ) I 6| 1 1w
in Italy’s competitivencss between 1g5g and 1962 was due to the 3~ e S I I Y S BT
differential impact of EEC commercial policies which favored % ¥ o H.mfm. dl.s ln.buj 6] — 2 I
Italy. However, since this would require detailed information on 3 4 Due to increasced compe- 7 et 39— 36| -1z} 20— 50 ar = B~ 55
changes in tariffs within the EEC, it was considered to be begond veness - - . - ) 38 202 o] — 10| w2 |—1| 85| au | 6 61
the scope of the present study (12). In any case, there can be no B. ?;’;‘;‘gtz o exports from :
doubt of the pervasiveness of the increase in Italy’s competitiveness . Duc to increase in value ol 62 83| 35| w8 | 32 | |- orgl oy | 43 n784
whi.ch was evidenced strongly as well in all of the other importing . ﬁufi’élfn;'ﬁfsdit); R I I I I R R B e
reglons. ' ] . . posiien. . . .o - 2 7] 4o Wl — 4| —|—71| -
Italy's exports from 1962 to 1963 increased to all regions with 3. Due to market distribu- 2] 3 |- 3 &
the exception of EFTA. While the proportion of the increase 4 Due to increased compe- | 35— 37| o6 4 4| —7 1 s|-3] 13 |- 4 53
due to competitiveness declined somewhat in comparison to the Giveness . . . . .| o8| 43 o3 182 27| 21 7| S| o .
earlier years noted, it was nevertheless still relatively substantial (13). G- Change in exports from o
The negative figure for the competitiveness of Ttaly’s exports to o Due to s i valwe || 66— 2 32| 1z 17| 80| 29 3 g6
the EFTA countries is of interest. This might conceivably be of world trade | a1 ol s om ‘
attributed in part to the differential impact of EFTA commercial > e to market disteba- 540 ¥ 35| 7 4 22
policies unfavorable to Italy. But before this explanation was 3 ﬂDue o combined ine |~ 2T T 6 73 5 — = 3 |~ 3 .
' i ' C;::;)ccnﬂsitig; 132111];];;2;?
qomic integration which gives substandal =4 competitiveness (5) - %5 7| 83— 48 3 4 11 47 9 5 153

{12) For a recent study of the effects of cco!
weight to the influence of tariff reductions in increasing trade among the EEC countries,
see P.J. VERDOORN and F.], M. Meyer Zu ScuocrTErN, © Trade Creation and Trade
Diversion in the Common Market ", in Intégration Buropfente el Réalité Beonomique (Fure:
pean Iniegration and Economic Reality), (Bruges: de Tempel for the College of Europe, 15649

{13) Althongh no direct informuation is available, it might be conjectured that the 1963
rices of export deliveries contracted- i0

Elsg !Il};iude‘s gxports to Mainland China '
L se influ joi ’
by teglon of destinatiigc,es are shown jointly because of the unavailability for rg63 of world commuodity exports

Sotirces ang
nternationey aotes: Italy’s exports by region of destinati
Trade Statiss y region of destination were taken from United Nad
Unlon of Soyth s Eem 1958, Volume II and from the QEEC-OECD sources cited in 'I?ab(igsé Y%’;ﬁg;’g Z};

and were dedlucted fromm t 1959-1663 wete taken from OECD, Foreign Trade, Series C, Trade by Commodities

results possibly reflect in part the relatively lower p

earlier years, It s perhaps also worth noting that in itsclf a dechine in the propertion .‘}f tt_'ﬂ R‘;‘;:l‘a,exports for 1955'196511‘: 12?1 of Italy’s exports to Africa indicated in the CECD Series B source. D

increase in exports due to increased competitiveness by no neans signifies a reduction 10 wor‘l:_({ly Bulletin of S!:ait'.ﬂfrlgi ;’Iﬂaﬂ’wduy classes and regions of destination were taken from the U ited Nat'zl o
% Lexports by provena s rch 1961 and 1964; the data for ‘1963 were based upon the tgtal valzzgngf'

n LS o
ce and destination given in the Monthly Bulletin of Statistics, June 1964, The adjust.

uction did occur, the data would disclose an absolute negative
to Italy was as noted in Table 3,

ment
he ERTA countries from 1562 to 1563 k

competitiveness, If such a red S
.;‘f{}?‘dt‘. for exports

figure, as was the case with Italy’s exports to &
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accepted, an examination would be needed of the detailed export
returns vis-a-vis the individual EFTA countries in order to deter-
mine if the negative figure for competitiveness was due to such
factors as the completion by 1963 of special export deliveries or
<o the reduced availability of export goods on accouftt of increases
in Italy’s home consumption.

Table 3 contains an analysis of Italy’s exports for the period
from 1¢55 to 1962 according to the major SITC commaodity classes.
The greatest part by far of the increases in exports from 1955 10
1959 Was in machinery and transportation equipment and other
manufactured goods, and, as would be surmised, a substantial
proportion of these increases was attributable to increased compe-
fitivencss, It is also clear that the .incrcases from 1959 10 1962
were similarly concentrated 1D manufactured goods and that the
relative importance and absolute magnitudes represented by increas-
ed competitiveness Were impressive indeed. Although the analysis
by commodity classes could not be extended beyond 1962 because
data were not yet available at the time of writing, the 1962 to
1963 results given in Table 2 according to region of destination
would suggest that increased competitiveness in manufactured
goods exports was of considerable importance also in 1963

In interpreting the statistical results presented in Tables 1-3,
one must be cognizant of course of the limitations inherent in the
method of calculation, the data and the level of aggregation, and
the inability to specify more exactly the components of competiti-
veness. Thus, it has been assumed in the method of calculation
that the various factors specified are independent and additive,
and that they can be fully and unambiguously isolated (14). More-
over, the data classifications and levels of aggregation employed
cannot be broken down readily to analyze the changes which mag
have occurred for particular commodities or importing nations
within the major commodity and regional groups. Since nEW

and improved lines of manufactured goods may have bulked large

be noted that there is an index number preblem raised by the method

(14) Tt may also ‘
througheut, For 2 discussion of this

of calculation because base year export values are used |
point and of related issues, see GOTTFRIED HARERLER, Introduction ¥, ta the Papers am

Abstracts of Papers at a Universities - Natjonal Bureau Cominittee for Rconomic Reseal®
Conderence on Problems in International Economics, Review of FEconomics and Statisticsy
vol, XL (February 1958, Supplement), esp. Pp- 455 R. E. Barowmi, “The Commaodity Com~
position of Trade.., *, pp. 56-573 and A. Lamparussy, op. cib., esp. PP 50-52.
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ANALYSIS OF CHANGES IN ITALY’S EXPORTS Tams 3

BY COMMODITY CLASSES, 1955-1962
(Millions of dollars)

Food, Crude | Mineral
ooty | M. Fuels | Machin. | Gther
o rials, and Chemi- and Manun-
o BEC Oils and |Rel, Ma- cals ‘Fransp, | factured Tatal
- Ifats terials Equip. | Gonils
Exports in 1965
e 412 130 166 | 27
- 3 650 11,856
Exports m I P g L
. . 929 co 535 1q0 | 214 [ 208 78| 1,058 (2,14
xports mn 1gbz . . . . ’ J
m o . 717 182 263 | 360 1.432] 1,723 (4,699 (2)]
A. Changc in exports from |
I t
955 to 1959 . . - . . 124 I0 48 81 387 8 8
1. Due to increase in value - i
of Id tra
world trade . . . g8 3r 40 30 8g
2. Due 10 commodity com- e
0siti
posiien . . . . . . ~ 29| — 19| — 2r 6 6
3. Due o market distribu- ’ ] 7
tton . . . . .
.o 6~ g|— 1r — | = 2] - -
4. Du_c to increased com- # ?
ctiti S8 . :
petitiveness e 49 7 30 30 231 =270 | 61y
2 I
B. Change in exports from
1959 to Tgh2 . . . . 181
42 491 152 6
1. Dfue lo increase in value ’ & I
of waorld frad
ade . .. 105 33 42| 33 94 16
2, Dut.: o commodity cam- i
positicn
1 —qo| — 25| ~ 4 13 8 26
3. ?uc to market distribu- i
tion
- 3 i|— 6
4. Du.c- to incressed com- ’ N ? )
petitiveness ,
19 33 7| 104 458 445 1,108 (2)

(2} Total in . -
(817G g). includes $22 million of transactions and commeodities not elsewh ifred
: ere speci

Sources and
Foreign Trade notes: Italy’s exports in 1 .

; , S , 955 were taken f . .
Pestmat;'mz, ]an“;;‘_‘i-‘u n{:V‘ Iraly, Foreign Trade by Comm;‘;ﬁly !)ii;lzc,d Statistical ]}u'llctms’l
lf;ﬂ de, Serics B, Italy Anall?gf:":zlﬂjfb 1959 and 1962 exports were taken fm::ia (;)}};CIO)r’g;‘ﬂ o

col}-.quit cl N ! stracts, Jan.-Dec., 1961 , LoreLgn
ﬁ{:fﬂetm af Szuix:;;‘“ l\.i}:ihrefglgm Of:l destination were ?:akein%r;?: 3]‘._1;1]1?:5:! I?Int‘worldn;xports
Italy on the bagts o8 the - 1p oL 28 1964, Thes : ations, Month
just noted. asis of the c.i.f, import valgujs shovfl‘;cfg: t;lta}‘;cgi iﬁ}ug%iEg exclude exports 'tﬁ
' c and OECD sources

This
separately § procedure was necessi
2 the United Nati ecessitated because export
atichs source ) ports to Italy were not specified




68 Banca Nazlonale del Lavoro

in the increases in Italy’s exports in the period under study, a more
disaggregated systern of data classification might possibly yield the-
refore results that would give more weight especially to changes
in the .commodity composition of exports.

But in any case, the picture which emerges from the present
results establishes without doubt the predominant role of increased
competitiveness in the remarkable increase in Traly’s exports in
the past decade. What will be interesting now (o watch is how
closely this record of the past decade may be matched in the near
future, particularly in light of the wage pressures and slowing
down in investment which have taken place in Ttaly since 1962

Il

Turning next to an examination of imports, it i evident that
changes in Italy’s demand for imports in total and according to
major commodity groups will be determined by changes in such
factors mentioned earlier as the level and distribution of income,
tastes, technology, commercial policy, or the competitiveness of
its import-competing industries (15). And similarly on the supply
side, the share of particular regions of origin in Italy's imports
will depend upon changes in their relative price competitiveness,
quality variations and the introduction of new exports, promotional
expenditures and changes in marketing arrangements, and the
ability to service exports orders promptly.

Since a detailed examination of the foregoing factors was
considered to be beyond the scope of the present undertaking,
an attempt was made instead to adapt the procedure used in the
analysis of exports to an examination of the changes which have
occurred in Italy’s imports between 1955 and 1963. This adapta-
tion is set forth in algebraic form in the Appendix. '

Pirst calculated were the amounts by which Ttaly’s imports
according to each major commodity group and region of origin

(15) Sec the refetences cited in footnotes (4) and (5) above for a treatment of some of
the changes which have occurred in Italy’s demand for imports, Somewhat more comprehen-
sive results pertaining to Iraly’s demand for imports in the postwar period can be found i
E. Vours b1 Pricuaxo, Indagini in lema di elasticith delle importazioni con siferimento alla
vecente esperienza ftaliang, (Rome: Istituto Mazicnale per lo Studio della Congiuntura, 1963)

this work is summarized in an article Iy the same author, “ 1 elasticitd delle importaziont

nell’economia italiana *, L'Industria, 0o, 3 (1663).
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would have increased from an initial year if these imports had
increased at the same rate as total imports. The sum of these
amounts will be equal by definition to the actual increase in total
imports between the initial year and some given year.

The next step was to calculate for each commodity- group and
region of origin the increase in imports that would have been
rcahzed. if the share in total imports of each commuodity grou
and region of origin had remained the same as in the initjal caf
and to subtract from these amounts the amounts by which imgort;
f;f each commuodity group or region of origin would have increased
if they had risen at the same rate as total imports, Thus, if Italy’s
demand_for imports increased more than proportionatclyjfor thgsc
commodity groups which were less important in the beginning year |
the effect would be positive. Otherwise, it would be .negazivc,
The combined effects should sum to zero since they refer to com:
ponents of the change in total imports.

Finally, the calculated -increase in imports that would have
becn tealized by each region of origin if its share in Italy’s total
imports of each commodity group had remained unchanged was
subtracted from the total amount of imports in a given year in
order to drrive at a remainder which can be takenb as inZlicativc
of the change in competitiveness of individual regions of origin
Consequently, if Italy’s demand for imports expanded pi‘oportio:
nately more with respect to regions of origin that were less impor-
tant in the initial year, the effect could be positive. Otherwise, it
would bc. negative. Here again the combined effects should S:Jm
to zero since they refer to the components of the change in total
imports. Notc further that for the individual regions the change
in competitiveness tnust be interpreted broadly, as in the analysis
of exports, to comprehend both price and non-price factors.

Thc. calculations were based upon the same commodity groups
End regions as utilized in the analysis of exports, The same dra\i;r-
hii?o tl;zzi :verc; Irfllentioned earlier with respect particularly to the
appl'icagblc h}; r: ats e Ctl)lmp?frfnts for manufacturcd. goods are thus
meade for T 1ot well. e results of the -detaﬂf:d calculations
ity e 2 1911 3Tarl<;1 presented in Table 4 according to commo-
sl posice o nca rL_.c Sﬁaccordl-ng. to region of origin. The
in eack o o thi;a :;r; gures indicated in the Total column
‘ sequence of rounding.
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The resalts in Table 4 indicate that from 1955 to 1959 the
commodity composition, which reflects the changes in Ttaly’s
demand for imports brought about by changes in the level and
structure of domestic income and output, was roughly neutral
for foodstuffs, negative for crude materials and mineral fuels,
and positive for chemicals and manufactured goods. With a near
doubling of total imports in the subsequent period from 1959 10
1962, the commodity composition revealed that imports of food-
stuffs, crude materials, and mincral fuels lost substantially in
relative importance compared to the very sizeable ihcreases in
the imports of the two categorics of manufactured goods. Finally,
from 1962 to 1963, it can be scen that the commodity composition
of the $1.5 billion increase in imports was concentrated particu-
larly upon foodstuffs and manufactured goods as compared to
crude materials, mineral fuels, and chemicals,

The results in Table 5 provide an indication of the factors
which have influenced the shares in Italy’s imports of the individual
regions of origin. Thus, the total increase shown in Italy’s imports
from each region is broken down into the portion due to the
increase in the value of imports from all regions, the portion due
to changes in the commodity composition of imports by region,
and a residual portion due to changes in competitiveness.

From 1955 to 1959, Italy’s imports increased: from all regions
except North America and Australia, New Zealand, and -the
Union of South Africa, which exhibited negative influences for
commodity composition and competitiveness. The EFTA countries
had a small negative influence due to reduced competitiveness,
while the commodity composition was unfavorable for the less
devcloped countries of Asia and Africa. The substantial increase
in imports from 1959 to 1962 was concentrated in large part on
the industrial countries. The commodity composition can be scen
to bave been unfavorable to all of the non-industrial regions,
especially Other Asia and Africa. As far as competitiveness was
concerned, the chief increases noted were for North America, the
other EEC countries, Other Western Europe, and Eastern Europe,
while there were substantial decreases evident for EFTA and Other
Asia and Africa. Here again it would be of interest to determine
what part, if any, of the EFTA decline in competitiveness might
be due to the differential impact of changes in Italy’s commercial
policy with respect to the EEC. This cannot be assessed unfortunately
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. T
ANALYSIS OF CHANGES IN ITALY'S IMPORTS (C.L.F.) .
BY COMMODITY CLASSES, 1955-1963
(Millions of dollars)

;ﬁ:od, %;;lt:;e hi;ﬁ:{‘nl ) Machin. | Other
g:sv::l& ‘ rials, and Che:m— Tand Manu- Total
Tobacca O‘I;,H;Hd Rﬂ;_i;:[:' o E!;Sllff]? fz}‘:ggzd @
Imports in 1955 - . . - . 451 B41| 532 141 299 441 2,706
Jmports in 1956 . . . . . s61) 1,007 586 232 | 379 582 | 3,351
Impotts in 1962 . . . . . 846| 1,535 Br4 3931 | 1,207 | 1,202 [ 6,101
Imports in w3 ... . 1,331| 1,680] 928 433 | L,572 | 1,506 7,881
A. Change in imports from
1955 0 1659 . . . . . 110 166 54 or 80 141 645
1. Duc to increase in value
of total imports . . . 107 199| 126 1 71 105 641
2, Due to commodity com-
position . . . . . . 3| — 33l — 72 58 9 36 4
B. Change in imports from
1059 to 1gb2 . . . . 285 528 228 101 828 710 2,750
1. Due to increase in value
of total imports . . . 450 8560 541 144 | 304 448 | 2,753
2, Du!:'to commodity com-
position . . . . . . |— 174 — 1328 —313 W7 524 b2 |— 3
C. Chﬁangc in jmports from
wwhz to 1963 . . . . . 485 145 114 42 | 365 304 | 1,480
7. Due to iilncrease in valuc
of total imports . . . 247 460 292 7 164 242 1,483
2. Dule‘to commodity com-
position ., ., . . . . 238 ~ 3x5| —178 | — 35| =201 B2 |— 3

{a) Includes transactions and commodities not elsewhere specified (SITC g),

S s .. . .
otrces: OBRC, Statistical Bulletins, Foreign Trade, Scries IV, Italy, Foreign Trade

by Cop : . . e
mmodity and drea of Origin and Destfnation, January-June, 1958; OECD, Statistical

Bulleti eign | ;
euns, Foreign Trade, Series B, Italy, Analytical Abstracts, Jan,-Dec., 1961 and 1563.
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‘TABLE 5 :

ANALYSIS OF CHANGES IN ITALY’S IMPORTS (C.ILF) BY REGION OF ORIGIN, 1955-1963
(Millicns of dollars)

‘ New Other
North | Latin Other Zeal, Asia Easiern | All
Ame- | Ame- | EEC | EFTA W, and Japan and Turope | Other
ricn | rica . Lurope Us. Africa
1 l Africa I
S — T |
Imports in 1955 from . . .| 434 1do 648. g71) 317 143 6 627 68| 12
Imports4 in 1959 from gogl 2320 Bos| 508l 141 136 | 15 2651 155 6
Imports in 1962 from gfio| 355 1,8995 go1| 346 229 | 49| Tomgl 33340 1
Imports in 1963 from 1,108 498| 2,480 1,174 369 235 90| 1,173 426 19
A. Change in imports frem ‘ ! e
1955 to 1959 . — 29 32| 247, v2p| 24— 4] 9 138 7
1. Due to increase in value
of total imports . 103]  43) 154] 112 28 34 I 149 16 3
2, Due to commodity com- _ . .
position . . . . . |~ 4 5l 31 220 — 47— 6 1|l—- 5o — 1 ¥
3. Due to increased com-
petitiveness . ‘ —-128} 4; 62| — 71 —| = 32 7 19 72 | — 1o
I
B. Change in imports from i . ‘ ‘
1959 to 1962 . . ‘ 555 .123] 1,004 303 205 90 34 254) 178 4
)
1. Due to increase in value !
of total imports . 441 183\ 6591 4701 119 145 v 637 6g| 12
2. Pue to commaodity com- | :
position . | gol— 56| 233 13| — 160 39| -—|— 29 - 9 M
3. Due to increased com- I
petitiveness . 84| — 41 112 —307‘ 2 — 16} 2y |— 104 18| —19
C. Change in imports from
b2 to 1963 . . . - . 148 143; 599 =273 23 6 4t 154 93 9
1. Due to increase in value ‘ :
of total imports . . . | "238] 98| 355 258 64 79| 3 44 38y 7
2. Due to commodity com-
position . . |- 40| 48 8s] 57— 3| - 4| 7| 1 — 24
3. Due 10 increased com- N
petitiveness | — 5o|— _3\ 150| -— 42| — 38| — 30 39— 59 551 —A2

Sources and noes: Same sources as Table 4, with adj
United Nations classification shown in Table 2 above.

ustments o make the regions comparable

Total

3,350

6,101

7581

645

b3

2,759

75

1.4%

1

2,5706| -
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without detailed information on tariffs and other changes. Howe-
ver, the increased competitiveness noted for regions other than
the EEC might suggest that changes in commercial policy may
not have been decisive with respect to altering EFTA’s share of
Ttaly’s imports (16). : :

‘From 1962 to 1963, imports from North America were subject,
as from 1955 to 1959, to the negative .influences of commodity
composition and competitiveness, while imports from the other
countries of the EEC continued to reflect strong positive influences
in these respects. Interestingly enough, the EFTA countries exhi-
bited a further decline in competitiveness, as did Australia, New
Zealand, and the Union of South Africa and Other Asia and
Africa. Imports from these latter regions were also subject to a
pronounced - negative influence due to commodity composition.

When we consider Tables 4 and 5 together, it is thus clear
that changes in the commodity composition of Italy’s imports from
1955 to 1963 were concentrated in favor of manufactured goods

_in comparison to crude materials and mineral fuels. The pattern

of change was also against foodstuffs from 1959 to 1962, but was
reversed in 1963 when imports of foodstufls rose significantly, The
chief bencficiaries of the increase in Italy’s imports wese the indu-
strial countries, particularly the other members -of the EEC that
benefited both from the commodity pattern of the-increase and
from their increased competitiveness, The EFTA. countries espe-
cially and, to some extent, North America were adversely affected
by reduced competitiveness. Finally, the primary producing regions,
in particular the less developed nations of Asia and Africa, fared
relatively poorly in the increase in Italy’s imports due to an unfa-
vorable “commodity composition and also to’some reduction in
their competitiveness. o

_ What will happen to the commodity composition of Italy’s
imports after 1963 will depend upon the changes in the demand
factors mentioned earlier. The tendency for imports of crude
materials and mineral fuels to increase proportionately less than
imports of manufactures scems fairly well entrenched. Future
imports of foodstuffs will depend largely upon changes in income

S {16) The results presented in the aforementioned paper by Verdoorn and Meyer Zu
tc lochtern would suggest that the decline nated for EFTA may in fact have been attributable
o reduced cempetitiveness rather than to chamges in Common Market commercial policies.
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in relation to the ability of domestic producers to expand, stabilize
and diversify their output, particularly of protein type foodstufls.
As noted, manufactured goods imports will continue fo expand
rapidly as domestic incomes and output rise, although there will
probably be significant changes in the composition of these imports
if domestic production of import substitutes is efficiently expanded
and diversified. '

RoserT M. STERN
University of Michigan, Ann Arbor

APPENDIX

1. The statistical procedure adopted for the analysis of changes in
Ttaly’s exports was as follows:

X = Traly’s total exports in 1955;

X’ = Ttaly’s total exports in 1959 (1962 or 1963);

r = percentage increase in world exports to all importing areas other
than Iraly from 1955 to 1959 (1962 or 1963);

i = subscripts (1, 2, 3, ... 7) denoting one of the following commodity
groups: Food, Beverages, and Tobacco (SITC o and 1); Crude
Materials, Oils and Fats (SITC 2 and 4); Mineral Fuels and
Related Materials (SITC 3); Chemicals (SITC 5); Machinery and
“Fransportation Equipment (SITC 7); Other Manufactured Goods
(SITC 6 and 8); All Other Goods (SITC g}

j = subscripts (1, 2, 3, ... 10) denoting one of the following importing
arcas: North America; Latin America; EEC (excluding Italy);
EFTA; Other Western Europe; Australia, New Zealand, and
Union of South Africa; Japan; Other Asia and Africa; Eastern
Europe; and All Other Countries.

 Thus, for example, Xi represents Italy’s exports in 1955 of com-
modity group i to all markets, and Xj;, the exports of commedity group i
to market j. r; and ry represent the percentage increases from 1955 to
1959 (1962 or 1963) in world exports of commodity group i to all markets
and to market §, respectively. X'\ and X'y represent Ttaly’s actual exports
in 1959 (1962 ot 1963) of commodity 1 to all markets and to market j.
respectively.

The effect of the increase in total world trade on Italy’s exports is:

1
E T Xi——-Xi (I)

i=1
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The effect of the commodity composition of the increase in world
trade on Italy’s exports is:

K S
I ¥ Xi s I“X'. (2)
i=1

The effect of the market distribution of the increase in world trade
on Italy’s exports is:

j=—1 j=k

10 10
( T o Xy—n X:) + ( T fg Ko Iy Xz)

T 10 i
= X P Iy Xij— Yon Xi (3)
i=1 j=1 i=1

The effect of the increased competitiveness of Italy’s exports is:

T 10 7 j11)

by % Xy— X Z ny X @)
i=1 §=—1 i=1 j=1

Thus, the increase in ltaly’s exports between 1955 and rgsg (rgbz

or 1963) is due to the combined influence of the four preceding factors:

7 7
X’——X:( E r Xi~"-Xi) + ( b I3 Xi%l’ Xi)
i=1 Li = 1
7 1w 7 A
+ ( b o Xy— X on Xi)
=1 =) i= 1
7 0 7 10
+ ( p r Xy—- Z =t Xij) (5)
j=1 j=1 P=1 ji=1

Note that the effects of the increase in total world trade on Italy’s
10

exports could also be measured by ¥ r X;—X,. Similarly, the effect
j =1 i0 ! '
of the market distribution could be] measured by % 1 Xj—r X, in
. =1
which case the effect of the commodity composition) would be-

T 10 10
p 2 nj Xi;"— b I Xi.
=1 j=1 i=1
?s will .bc evident from a comparison of Tables 2 and 3, this latter
Tormulation gives somewhat, but not very, different overall results.
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1I. The statistical prof.cdurc adopted for the analysis of changes in
Italy’s imports was as follows:
M = ltaly’s total imports (cif) in 1955
M’ = Italy’s total imports (c.if) in 1959 (1962 or 1963);
1 = percentage increase in Italy’s imports (ci.f) from all regions from
1955 to 1959 (1962 or 1963);

i = subscripts (1, 2, 3 - 7Y denoting the main commedity groups as
used in the analysis of exports;

= subscripts (1, 2, 3, .. I0) denoting the regions of origin of Italy’s
imports as used in the analysis of exports.

—t

‘"' The effccts of the increase in ltaly’s total imports broken down by

commedity class and by region of origin are:
7 : : 10 i :
pI . Mi—ﬁMg and ot Mj———Mj ) (6)
j= 1 i=1

The effects of the increase by commodity class and by region of
origin with respect to the increase in total imports are:

T 10 1 .
IR VD VI €1 Maj— 3 orM and
i=——m1l j=—1 i=1"
7 w o _ 10
5 3 oy Myg— Z oMy )
i=1 =1 i=1

The effects of the changes in competitiveness by region of origin are:
v 10
PN 3 My—

i—=1 i=1 i

10
3 oy My (8

1 §j=1

g~

Examination of the expressions in (6) will reveal that they should
sum to the actual increase in ‘imports for a given year, M’, with respect
to the initial year, M. Expressions (7) and (8) should, accordingly, sum
to zero since they refer to the increases in imports of all cornmodities
from, all regions, or, what is the same thing, the imports from all
regions of all commodities.




