Some Observations on Economic
Programming in Italy

1. introduction

The comments below concern the Italian Draft Program of
economic development for 1965-69 (1), and are offered as a contribu-
tion to the current discussion. An attempt will be made to subject
the Plan’s extrapolation techniques and choice of objectives to a
critical scrutiny. The internal consistency of the basic model will
be appraised, given its importance as a matrix of policy choices
during a period that promises to be anything but easy for the
Italian economy. - _

It must be stressed -~ at the outset — that the Plan was first
conceived at the tailend of a long period of growth of the Italian
economy which lasted through the fifties and came to an end in
1961, a period which was characterized by fairly stable economic
conditions. A continuance of growth with equilibrium seems to be
taken for granted by the Plan, Morcover, the main targets {e.g.
resource  allocation) were selected, chiefly, as a reaction to the
disagrecable features of the previous growth process, and the data,
on which the basic model was constructed, closely reflect the rather
unique circumstances of that past period, though' these are unlikely
to be repeated in coming years. -

2. The targéts

The targets of the ltalian Plan for 1965-69 include a real rate
of increase of GNP of 5 per cent per year, full employment, external
equilibrium and price stability (see Table 1 in the Statistical Ap-

(1) Mousrero pEL Briancio, “ Progetie di Programma di Sviluppo Econotico per il
Quinquennio 1965-6y», Rome, January 1965.
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pendix). A change is programmed in the allocation (more favorable
to goods and services of comnmunal usc) and geographical distribution
(a larger share going to the South) of resources.

A question might he raised concerning the reasoning behind
the choice of the 5 per cent growth target. There was no exhaustive
discussion on this choice; its rationale seems to be partly the search
for a feasible rate of growth and partly a requirement of the type
that Prof. Wilson (2) would classify as belonging to “ the interna-
tional league tables” kind, Most likely it represents a compromise
between those who wished to increase the efficicocy of the system
—— through a higher investment rate — and those who wanted more
resources to be immediately devoted to welfare purposes (social
overhead). It is not a very ambitious target, lying below the average
rate of growth during 1959-63 (6.8 per cent) and only about 2 points
above the growth rate in 1964, the year of the business slowdown
{scc Chart 1).

A positive judgment on the internal consistency of the targets,
or constellation of targets, seems to have been based uncritically on
the Italian experience of the fifties. There does not seem to be a
dear realization of the fact that the road to full employment 1
fraught with difficulties — let alone that to monetary stability and
external cquilibrivim.

Tn this respect it must be recognized that modern economic
thinking tends to deal separately with the problems of growth and
full employment. As Prof. Tobin puts it: * the subject of economic
growth refers mainly to supply or capacity to produce, rather than
to demand... 1f monetary demand is made to set a faster pace, it
will be frustrated by a rate-of infation that cuts demand down to
size " (3).

Italian planners seem to adhere, at least implicitly, to modern
theories which claim that we have no choice in the long-ran about
the growth rate, for it is exogenously established by the expansion

{2) See T, WiLsoN, % The Price of Growth ™, The Fronomie Journal, December 1963
In explaining why the emphasis placed on the need for growth has been so much intensified
since the end of the war, Prof. Wilson mentions one reason that “ may appear to pe almost
srivial, but is in fact of some importance *. This s the construction of international league
tables to show the rates of expansion in different countries, *To find one’s country near the
bottom of such a table is felt to be something of a disgrace... ™.

(3) ]. TonmN, “ Eegnomic growth as an objective of Government policy ”, AER, May
1564, Richard 'T. Ely Lecture,

per year in agriculture),
—— S 1 ]
ubject to certain assumptions, regarding the propensity to save —

1s not i i
o fui:;sslanly true for a period of five years. In the latter case
ployment assumption does play a very important role in
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of the lab i
o Ovcijﬂ lorﬁ force and by technological progress. In determinin,
the overal ]:rc ]per cent target the Plan in fact assumes a ccrtaig
. :emt ¢ labor fqrcc and a steady risc in productivity (3 to
5 p per year in non-agricultural sectors, and 5 per cent
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Banca Mazionale del Lavore
210

. hing the average growth rate. True, the maintenance of full
g:f;lﬁ;ﬁiit and of gcn%ral equilibrium is a problem 0£ ngonﬁali;y
and fiscal policies which, as Prof. Harrod has noted (4) fs .01;1 . ;
used to guide the domestic economy between the-Scylla of inflatio
: is of deptession”. o .
e Efot(ljllels rgl)jblem cmfcerns the economic situation in the perlmd
¢hat is taken as a basis. If the economy is bn?low the full—e;np oy;
ment level and full-employment is later achlcveq by a 150 1CYTE
demand stimulation, a very high growth rate 1s posmh e.I_ ! i
Jtalian Plan scems to accept, implicidy, the idea that the Ita }ad
cconomy was in a fall-employment position during the base perio :
though most observers believe that tlr}e mdustrlalt appgratus wa
being worked a good deal below capacity, at le'ast in 19 4.1 i

If, on the other hand, the 5 per cent target 1s merely a long-ra
objective, exogenously determined and concerning prodgctwet 'Cagz—;
city, then the Plan may be attacked for fgllmg t dlscgss the olp mt m
or ideal magnitudes of the other key var1a1‘)lcs,. i.e. the capital/ 0:11 p t
ratio and the rate of saving consistent w1¥h it. In othezh words, ;e
the long-run growth rate is given — since it depends on the mgca__
in the labor force, technological advancc- and productw;tyhr]s;:) -
and if full-employment policies are outside th_c scope of t he o
—. as they concern demand rather than‘capa(:lty — ther;1 t etta f
of the planners should be that of selecting targets for ¢ c.r§ e :h

saving and for the (desired) capital foutput ratio, consistent with ea
other and independent of past_ trends (5)-

{4y Roy Flarrop, % Justification far Economic Targets 7, Die Suid-Afrikaanse Bankier,
StYdSlmfl*?;v-id?aﬁtf 992;316;"::4; policy target a certain increase in the coe.ff}cient o‘: ca;;lfit
o out{pszt m?;y scem, in view of the paucity ('yf.statns-tlcal data}’,{ woﬂﬁgﬁ)éﬁ,}m ' [lgcistﬁ_
publication of the Ttalian Central Institute of Statistics (see G. Dz Eo’d- o hpendi 9 1
buzione del Reddito in Italia nel periodo 1951-63? devotcs' a ’Euél apgcn- t;i: pee - Ef ndix )
a calculation of the total value of capital stock in Italy in rgér. Gn : o et
mentioned study the average cocffcient of -capita} to ol.mput wotrks c:utf or 19 m-ﬂ]i‘mds) ey
stock, excluding value of land, of 47,594 milhardl lire :u.ad Gll\IIb Udiﬂliﬁizto e m:‘ ay
cou.rs; these investigations have to be pcrfccted.; until ti?cn it wil (:b1 .

iative tarpets. But it would stll be possible to discuss the pro lem q ,d e
quantl:tej.:;lessgto say, if a certain increase in the average coefficient were pl:am;eco,urse
marginal coefficient should be, for a numb(fr of years, higher l':hau tf,hc rs::’;t;ge gg;ﬁs, ; b&ausé
2 larger volume of savings would be required for the same rate of g .

ivi i i i rate of
the rate of savings, as a ratio to GNP, divided by the capital coefficient, gives the .
growth,
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It would then have been necessary to take up a position with
respect to the crucial choice between capital decpening (6) and a
higher level of current consumption, The Italian Plan does not
really face this issue, confining itself to the acceptance of the average
‘magnitudes for such crucial variables during 195963 without actually

trying to appraise the validity of the choice in the context of a
changed sitnation (%).

3. Testing the stability assumption

The Plan is, as already noted, at its weakest in the underlying

belief that the conditions of growth of the fifties will continue to
obtain in the sixties,

At this point a reexamination of the statistical record is called
for. After identifying the equilibriurn conditions of the fifties it may
be possible to determine whether they have changed since then.
If so, and unless they are reestablished in one way or another, a
new equilibrium position would most likely emerge, perhaps imply-
ing different rates of investment or of consumption and, what is

even more significant, rising rather than declining consumption
shares of income. Hence, a conflict may arise — even in the longer
run — between the flow of savings and the existing relationship of

capital to output. If would seem that a task of the Plan should
have been to forestall it.

(6) On this problem see B, Puzres, “ The Golden Rule of Accumudation - A Fable for
‘Growthmen ”, AER, September 1961,

(7) This point was raised quite effectively by the main Iralian consultative bady (CNEL}
to which the Plan was submitted for an opinion. CNEL believes that “ prierity should be
given to the relative efficiency of our economic system ®, Though CNEL accepts, after taking
into account many important qualifications, the Plan’s estimate of the elasticity of output to
capital investment, which is clearly an estimate rather than a rarget, it did raise the question
45 to whether “the investment rate in the Plan is consistent with the greater efficiency
requirements of an economic system which will merge, during the five yeats of the Plan, into
a market where much more advanced industrial economies are present ” (see Monrdo Econo-
#rico, Supplemento, 10 April 1965).

Prof, Parr sees a conflict between policies of full-cmployment and of growsh; “ I we
@im at an increase in real output, employment can only expand within the limits of such
dncrease ™. In other words, a conflict does exist between the requirements of increased
efficiency (a higher capital/output ratio) and of maximum employment, Apparently it is a
problem resulting from a dynamic change in the production function. This EXpresses quite
well the hardcore of the discussion going on in Italy between those who pursue the goal of

efficiency and those who would subordinate i to the maintenance of full-employment con-
ditons.  See U, Parr, “ Qualche nota sul Prospetto del Programma 1965-6q *, Bancaria, XXI,

Macch, 1965,
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Contrary to the belief, implicitly accepted by the Italian Plan,
of continued growth with stability, an explanatory model of past
trends that is widely accepted by Tralian economists would, if applied
to the current economic situation, disclose much deeper flaws, stem-
ming from the wage-push inflation of the past three years, the effect
of which has been, it seems, to upset the previous equilibrium
conditions.

This interpretation, quite attractive in its simplicity, has what
appears to be good statistical backing. After stressing that wages
during 1951-61 had been rising less than productivity, this approach
draws attention to the steep increase in the “ cost of labor per unit
of production” during 1962-64. The increase of wages ahead of
productivity is believed to have been at the root of the internal and
external disequilibrium of those years. By cutting profit margins
it weakened the flow of savings and the (non-inflationary) rate of
capital formation while consumption was greatly stimulated. The

competitive position of Italian industry was simultaneously impair-
ed (8).

An attempt is made below to improve on this model giving it
what is believed to be a more precisc expression while presenting
the relevant data for the Italian economy. Thus it will not only be
casier to appraise the 1965-09 Plan in terms of the historical series
of data (g) but also to set its conclusions within the framework of
an explanatory model which — implicitly if more rarely explicitly —
has found, as already noted, general acceptance among Italian eco-
nomists. Once there is agreement on a general explanation of past

¢8) This theory and its application ta Italy, finds best expression in the © Concluding
Rematks * to the Annual Reports of the Governor of the Bank of Italy for recent years, See
alse A. Grazisni, ©Politica della congiuntura ¢ politica di sviluppo *, Nord-Sud, Feb. 1965,
pp. 6-27. _

{g) One criticism that can be jevelled at the Italian Plan is that its presentation does not
facilitate comparisons with past years for an appraisal of the estimates of the Plan, Data for
the reference period (1959-63) are not given; the Plan's targets are given only for the full
period of five years. Purthermare, the calculations are ail based on constant 1663 prices both
for the aggregates {shown) for 1g65-6g and for those (not shown) of the reference peried
{1959-63). Considering the changes in relative prices thoughout the vears such coeficients
{e.iz. the average propensity © consume), can be caleulated at entircly <ifferent levels according
to the base period taken for ptices. It would seem more approfiate to take current prices;
though no statistical approach is perfect, the latter one appears to be a hetter basis for
planning. 1In fact, any choice of a base period for relative prices would be wholly arbitrarys
the assumption of stable relative prices can hardly be made,
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trend; i i
" “(39, tlzlc assurgptlon that the Italian economy will continue to
under conditions of stabilit i .
W ‘ y, without any major cha i
policies, can be tested with less difficulty y e

4. A model of growth: application to ltaly during 1955-64

Accordi
. r(;idoinff to the m(f)d_zl (Io)d below, the really crucial variable
: wages of dependent labor to nati i
national income
parameter reflecting the pattern of i istri o
X 3 rn of income distribution, FE i
conditions are believed to d vel of ook
‘ epend, mostly, upon the level
variable, With a pro ! wi e 1 povel o such
. per level, and with the distributi i
2 ith - . ion of income
cot
e}c:tls;slt:;ltcz[*trljc{}blt_, th; equality between savings and investment (and
uilibrium) is ensured. Morecove i ]
) . r, with the variable at
fll;;}tl'le‘ifll the elastlaty_ of consumption to income is lower than
t,” while th_at qf savings to income is corrcsponldingl.’ higher;
capital deepening is encouraged. v
i E-Shoulc‘l5 this variable rise to a significantly higher level — as it
i in 1962-63 — the' equilibrium would be upset; inflationary
pressures and, which is more likely in an open economy, some
3

10) The § Us ali i
(10) model as used by Ialian economists lends itself to at least twao alternative inte
t r-

pretations.  Though they are quite simi
) are quite similar to one another, the i
programming, lead to different conclusions y ey would, when applied. to

Let’s wse the following symbels:
y =national income;
¢ =share of income going to private consumption;
w=share of wages of dependent labor to tom'!'i-nc’o,mg' ’
¢ =clasticity of consumption to income, ' o
According to the first interpretation we have:
wela

e
w3 I ’
el {5
In the second interpretation we have:
c=aw
c=1 (2)

In both cases * full- W
ratio of wages to Lisncofr‘:il EiplOX?;Z"t LOH-(II.IICIHS arc assumed, According to (r) when the
mare than proportional imre-qspa?:, A certain level (a) any further rise in income Jeads to a
all the timo, soen i wages a;_ e mbj:;.msum;?tmn; the average propensity to consume increases
This conld be exPCthdgto b: Sta]’iim:df siee the marginal ratc s higher than the average.
cansumption function with the valid only in the short-run because of the changes in the
consumption 1o income is al ‘; increasing levels of income, According w0 {2) the elasticity of
function of the level of wa eséys-th].utl to 1. But ic average propensity to comsume is a
(or Tessy then ncome. 1f ges: it will rise {or decline) when wages rise {or decline) mo
€. wages are kept stable the average propensity to comsume is conszannte
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strains on the balance of payments would appear. From that
moment savings. would tend to increase proportionatcly less and
consumption more than income, because the elasticity is higher
than unit, even if wages were stabilized. Monetary and fiscal
policies could do very fittle to re-establish equilibrium; there would
be need for an ©incomes policy ” though even this — as already

noted — might not be enough.

Tanir 1
ITALY: PATTERNS OF GROWTH
{in per cent of GNP at currént prices)
1 Period 1T Period 1% Perlod
(1954-61) (1961-63) (1964)
Main Aggregates (Average anpual changes in per cent of GNI)
| 1. Annus! rate of growth of GNP, in
~ real terms . . o« e o e 0 e +6.83 +5.70 +270
2. Inflationary Gap (1) +1.02 +8.85 +5.62
l 3. Private consumption —T1.17 +0.76 —o0.81
4. Public consumption +0.23 +0.80 +6.52
5. Gross domestic savings +0.94 —1.56 +0.28
, . {Average annual changes in per cent
Main Variable of naticnal income)
1. Ratio of tatal wages of dependent
labor to national income . . +0.21 \ +3.34 ‘ +1.26

(r) Defined as the algebraic sum of the GNP price deflator and of the import {or

export) surplus in per cent of GNF.
Source: See Table z and 2 bis and 6 in the Statistical Appendix,

Needless to say the economic reasoning underlying this model
f income would mean lower

(in large part ploughed back), and consequently

lower savings. The incomes of those whose marginal propensity
h have gained in importance (11).

envisages that a higher labor share o
profit margins

to consume is comparatively hig

(11) Prof. Ersnin observes on this point that * empirica
that the higher income groups have a higher marginal propensity to save tha
groups ? and that “a redistribution of income
full employment could result in an increase in investm
growth ” (see R. Fisnir, “ Répartition des Revenues, Investissement ct crojssance
Appliquée, Tome XV1, No. 3, 1963). Of course this statement, as prof. Bisner hi
can be criticized though very few have donme so effectively in Italy. Perhaps t
resources, from investment to social overhead capital, suggested by the Iralian Plan,

1 data lend support to the view
n the lower income
in favor of the rich under the assumption of

ent and, consequenty, in the raie of
" in Economiz

mself notes,
he shift of
though
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An crosion of the competiti iti
An mpetitive position ic i i
{cz]rugn. markets would also cnsue%) It glay-(feq?l?gczulfmmd?tira HE
?egllzit:(lionhbcfore. a new equilibrium is established.infolk\)rhig tl(l)c
. chan i i
requirc ges in the marginal propensity to save of the laboring
e E;:i Sltél'tiSﬁ}ial data in Table 1 tend to bear out the validity of
this idzné'l}q tdc? case of ItE.lly for 1954-04. There different per)i]ods
iy folhl) “;:ed. s first penzd, going from 1954-61 of growth-with-
3 v a second period (1961-63) of acute inflati
pressures, and by a third period of general adj?;stment Fl-glggztslsmary

(a) The period of stability (1955-61).

Trends in our basic variabl i
' : ¢ (the ratio of dependent labor’
:»Ezorgfs ttopt;f?; Cllnfgme) f(?r 1955-64 are depicted in Cl;lart 2 D?E'?;gs
od this ratio was quite stable. It moved ‘na
l;it;w?:; a 1’1’::11’%111’1'11H61 of 50.8 per cent in 1954 and a maxim:;Wg
. cent in 1961, The in i
cvcnlj{ spread over a period of ;r;izersf)f ' pereniage pomts was
. ms::l lsﬁi):vn in Fable 1 this was a period of substantial growth
e i rease in GNP of 6.8 per cent per year — and of stabilit
The § ationary gap (12)' was about one per cent per year. It mu}srl.:
bysoI Ie7nlc)>§fmtll:at the ratio of private consumption to GNP declined
. age points per year from 68.6 per cent in 1
. . : . jt
f:] :tigflr tzmg 1\111;) 1?161. Public consumption continued to incrcgassi 13
. : P; hence tota consumption declined less than privat
fgnsu?ptlon, viz. by about 0.9 percentage points per year, frotlzl ;;:;
saVi7:1|. pe; cent of GNP at current prices (see also Chart 3).. Grogss
v Cglsl to EIOUSIY _showed a corresponding rise moving from 18.56
per cent of GNP in 1954 to 25.17 per cent in rgbr, This bears l;'ut

of limited size, is just i

i im:;e; :f, ];1511ﬁed on the basis of the opposite type of reasoning i.e, that a redistrip
o it ::o; hoyfsi.t;:f lnwlerlmcomc Eroups would increase other ‘inputs(— I:erl:a;;
i apar : capital -~ such as skills, education, health 1

— alisa;rpr,:am‘ms’ um%erlymg most of the diSCuSSiO;l on Italian plaﬁniri Ctis'm Ehe- ot
wnlly, o w?][ bint;:él;dl:thcho:ﬁmjé hct\:lsen welfare and efficiency, as naticﬁ;al goa[: -‘Cf\?“
X ’ er, the fact that some publi i ili 1 sor
e public outlays ivi

» €1¢.) are shown under the general heading of * social o g (V;z- T o e
ot e erhead * does not make of them
(12) It is the al i
gebraic sum of the GNP pri i
Sutpus (aprened ot s o Py price deflator and the impott (or export = --)
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L¥: LABOR INCOME AND GROSS DOMESTIC SAVING Cusxx 2 ()

ITA
(In per cent of national incomc)

——

‘58 53 60 61 1962 1963 1964

1955 56 57

{A) Share of wages in income,

{B) Ratios of gross savings to income.

# This and some of the following Ch
the BNL’s monthly letters (see Tralian Trends,
del Lavoro).

arts have been adapted from thesc appearing in
A monthly letter from the Banca Nagionale

our theorem that the clasticity of .consumption to income was — at

that level of wages — lower than unit. The absence of inflation i
indicated by the fact that the average price increase (GNP deflator)
was only 1.2 per cent per year and that the balance of payments
showed — on the average -— a small annual surplus (o.1y7 per cent

of GNP).
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ITALY: UTILIZATION OF RESOURCES Cuanr 3

(In per cent of GNP)

DEFICIT OR SURPLUS {WITH THE REST OF THE WORLD)

1—_: 102 _
§TOO \\_ i : :
= Sl
O
9 // (/AL /|
VI URA i
oo VLN /
. 5/ N %/ ///%/ //////
. 80%//§GROSS |NVESTMENT%4%V
o LI LLY L) /// \ AL/
? i
78 : / /

Consumphan _/XQ

74

!,
I
i
1962 1963 1964

1955 '56 '57 58 ‘59 ‘60 ‘61

(b) The inflationary period.

The ratio of dependent labo ;
\ . | 7 I wages to incom i ,
%t;e;; E;se tdurmg. the inflationary period (196163)c :r}g);i:tﬁ;d -tf;
- entage points or 3.3 points < )
o' 59 per cent of naﬁonal3i£comc }E':;)?fear, it edged up from 52.3

(13) In his study Prof. D
. DE Mo reaches, on the basi
approach, simi L : he basis of a much more refined statisti
y ilat conclustons i.e, ®the sharc of tota! income going to labor in tllzmtls'tmaI
private
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At the new — and much bigher — level of the main variable,

i m 1. 8.9 per
inflationary gap cxpanded sharply from 1.0 per cent to 9.9
tclzzfltull)c: ;(Z:a?;ythgcrg Waiz also a slight decline in the rate of growth,
from 6.8 per cent to 5.7 per cent anpually (sec Table 1). Most
crucially the elasticity of consumption to income for the private

sector, which was below unit in the previous perio

d, was now above

1 share of income going to private consumption moved up
Ey .rgi;frccntagc points peg year; that going to public copsur?ptmn
also increased by the same percentage. As a result the ratio o gross
domestic savings to GNP declined_rathcr sharply jby 1.6 per}clt:ntfaga
points per year from 25.2 per cent 11 .1961 to 22.1 i 1963. The fact
that gross investment remained at a high level in .1963 {24.2 per cent
of GNP compared with 24.5 in 1961) reflects quite well the ngtuge
of the inflationary gap during that year: domestic prices rose by
9.5 per cent and a deficit in the balance of payments, amounting

to 2.2 per cent of GNP, was shown.

" These figures scem to corroborate the basic.a.ssqmpnol;]s. li)]f tl;i
model. regarding the natare of the prcwc.lus‘equ'lhbr.mm w 1<:ﬂ xfc(.i
firmly founded on a pattern of i.ncon}q dlstrlbuflon in tu;n reflec 4
by the low level of the then prevailing relationship of wages

income.

(cy The adiustment period.

: : the end of 1963, and
The period which started at the ¢ gb; a much smaller

increase in our basic variable (from 59 in 1963 to 6o.2 per cent in

probably still continuing in 165, is characterized

1964). On the other hand a credit squeeze and the

which is

reduction of

profits resulted in a sharp decline in the investment rate from 24.2

in 1963 to 21.6 per cent in 1964. The rate of growth

a little over one half of that of 1963 or to 2.7 p
tionary gap, though remaining rather wide at 5.

declined to

er cent, ‘The infla-
6 per cent, was far

narrower than in the previous year. It is important to e
the share of income absorbed by private consumption Was I¢

by .8 percentage points from 61.9 to 6r.1 per cent, while the share

absorbed by public consumption continued to ri

sector has been rising though with some fluctuations from 1951 to 19593

in 1959-61 and rose sharply thercafter, reaching a peak of 84.4 per
Mo, loc, cit., p. 68).

se,

cent in 1963 "

note that

edging up from

it dropped a lite

. (8ce G. Dr
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16.01 to 16.53 per cent. The rate of domestic savings increased
slightly from 22.1 to 22.4 per cent of GNP.

Of course one year is too short a period to indicate a trend.
Nevertheless the lesson vaguely foreshadowed by the data for 1964
seems to be that when the economic outlook is worsening and
uncmployment looms ahead, in other words when the economy is
below the full-employment level, the elasticity of comsumption to
income may well fall below unit, even az the carrent high level of
the main variable (share of wages in total income). It is at least
questionable, however, whether this would be the case during a
period of accelerated growth, such as the Plan envisages.

5. Private consumption and available resources according to
the Plan '

Italian planners expect the average propensity to consume of
the private sector to remain at about 6o.4 per cent of GNP during
the period of the Plan compared with 61.1 per cent in 1964 and
61.9 per cent in 1963 (14). The target is even lower than the
1059-63 average (61.26 per cent). '

The Plan fails, however, to specify whether this is a target or
a forecast. None the less, since the consumption ratio is the main
key to the Plan’s structure and determines the other aggregates
(investment, and public consumption), it must be regarded as an
achievable target.

Implicitly it is assumed that in order to attain the target an
“incomes policy ” will have to be persued. This means that wages
(total wage-bill, in real terms) will rise only moderately more than
output (15); they would rise, however, by at least 5 per cent per
year, Hence the average propensity to consume is assumed to
decline (16). The basic conditions envisaged are therefore similar

(r4) The term of comparison used by the Plan is the * average 1959-63 ratio calculated
on GNP series at 1963 prices 3 the actual data are not shown, The approach seems a little
arhitrary considering the broad changes in relative prices, . As already noted it wouid seem far
better to take the ratios at current prices, a procedure which does away with the difficulty
represented by changes in relative prices, _

(15) This is due to the assumed increase in the labor force.

) (16) Calculated at current prices, the method used in this article, In the Plan, 1963
prices are used throughout,
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to those obtaining in the period of growth-with-stability (1955-61)
though at that time the main variable (ratio of wage income to
total income) stood at about 51 per cent, while now it is close to

61 per cent.

The main question that must be asked is the following: is it
reasonable to assume that with the existing pattern of income
distribution the elasticity of consumption to income drops below
umit? In other words, what is the relevant factor, the “ height ™ or
the “trend ” of our variable? (See footnote 10).

1f it should be the trend, i.e. if it is assumed that only a #ise in
the share of wages to total income causes an upward shift in
consumption relatively to income, then the forecasts would be correct.
This would mean that once the variable has become stabilized, private
consumption remaing, as a ratio to income, roughly constant,

Rut if it is the level that counts then the elasticity of consump-
tion to income could well be higher than unit, even if the present
pattern of income distribution were to be stabilized. In this case
the ratio of private consumption to income - which amounted to
almost 62 per cent in 1963 — would go on rising, though perhaps
only moderately, during the period of the Plan. That in 1964 the
average propensity to consume actually declined can be explained
away — as already indicated — by the fact that the economy was
then operating below full employment.

Since, however, consumption is a function of the pattern of
income distribution, what really scems to matter is the “height”
of the ratio and not its movements alone. Already in 1962 2 level
had been reached which seermed consistent with a higher—than—unit
elasticity of consumption to income.

Even so, the Plan could be defended, provided the achievement
of a low elasticity were one of its major goals. Apart from the fact

that in this case a specifically designed taxation policy should be sug-

gested, while nowhere in the Plan is this problem even mentioned,
“t must be recalled that private consumption consists of what is left
after the payment of taxes and after making provision for saving.
Fven an increase in taxation may not be enough to bring down the
average propensity to consume since the new taxes may be paid out
of savings. This means that a “ policy mix ” including in the propet
proportions an “ incomes » and a “taxation” policy might not be
“sufficient to attain the consumption target of the Plan.
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ITALY - .
ALY - GENERAL GOVERNMENT: CURRENT REVENUE AND EXPENDITURE

(In per cent of GNP)

| " ,1/ :34
32 F/’ i

| | / . /7 - :32
T ) e
8 N T 1
, /

1855 56 57 58 59 60 61 62
(A} Current Expenditure, |

(B} Current Revenue (Tax and
b non-T:
(C) Current Surplus, o).

63 64 196569

Total tax income durin '
. _during the 5 years covered b i
is(ﬁﬁatecé at 56,159 milliard lire or 33y per cent of G%Ilghioza:relc;
" nmg;;:alll);raci:: gul ;963tand 312.3 per cent in 1964. This, homﬁ:-vér
et for tax po icies but merely an extr i ,
past trends assuming a marginal rate of tax Y)f 1.? %l]ﬁlr??:l r?cf.
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CHART 5.
ITALY: THE INFLAT_IONARY GA-I,)"
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(A) GNP price deflator.
(B) External balance { — = surplus),
(C) Inflationary Gap.

cs
attempt to estimate the impact on the d1str1but1or11:h0£t a;eiﬁg:cn
tion) of an increase in the
between savings and consump o
l(acyond the h1ggh level already reached in recent years (see a

Chart 4). There is in fact the danger that the increased t?xazi?ri
might lead to a reduction of savings, lcavmg the propensﬂy 0

sume unchanged.
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A final. consideration. on price stability; rather: than. being
enforced by the Plan — i.c. rather than being a matter of policy:
price: stability is likely to ‘be brought about in. future. years (at:least
for what concerns, producers) more and more by: the meshing of
Italy ‘into the world" economy. - Inflationary. policies would, under-
international  economic ‘intcgration, upSct the external equilibrium
rather than:push up the domestic price level (ry): -Any increase in
prices would more likely be at the retail, rather than at:the produ-
cers’, level — reflecting higher indirect taxation and distribution
costs, but contnbulmg very little to increase proﬁts (sec Chart s5).
Thc question becomes then: “how will resources be' distributed
between consumption and savings without - price “inflation? ~This
problem may be argued either way and Italian planners seem to
hold, implicitly, that price stability would dct as an incentive to
saving. But the conclusion is"not réally feached scien'tiﬁcally, it
seems to be accepted as a self-evident truth. By contrast, it could,
be ar;rucd that’ an mﬂatmnary increase in prices would again alter'
the dlstr]butlon of income — as would also currency devaluation —
in such a way asto reestablish, partly at least, the. prevmua eth—.
brium between wages and profits. But'the ‘difficulty is that' prices,
at the p1oducers tevel, have become r1g1d in an open cconomy,
hence currency devaluatlon Would remain the only door stlll remam—
ing open, : = c - 3
Before concluding, a few comments should be added on saving
thlough institutional channels such as'the social” sécurity institutes.,
In Italy about 25 per cent of total wage payments flows to the social
security system. The volume of institutional saving thus effected
{increase in technical reserves) is bound to be. proportionately larger
in a per'od of rapidly rising wages, due to the lag'in the adjustment
of pension payments... This factor may. have. counterbalanced' — at
least in part — the already mentioned: shift from savings to consump—
tion during- the penod of rapidly rising: wages, G
- Another - point that could be raised is.that cap1ta1 gams (on
land, real-estate and stock exchange), which were quite high during
past years,’ though ‘they do not appear in the national acceunt
calculatlons, were mostly addcd to the savmgs ﬂow Under “the

(17) On this point sce Gov, Carli’s concluding remnrks

- Annual Report of the Bank
of Ttaly for 1964, - i Co
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stability assuraption these- would be drastically reduced during the
iod: n {18). - .

Perlo%ooﬁutr}rlff;f t.hga sgze of resources availablc. fox; the financing of
the Plan (about 40 per cent of GNP, after sausfymg'consump(‘;lon),
even assuming a successful stabilization c_:'E wages, still depends 0?1
two factors, i.c. (a) the achievement of the 5 per cent growt
target (l.e. full employment) and (b) the lowering ofb the 6avcrag£
propensity to consume to 60.4 per cent of GNP from about 01.5 p |
cent, on the average, during 1963-64. . ' o

The margin of error in these cstimates may casily be _asb 1g.d
as 3 per cent of GNP, as shown in Table 2 .below, which is base
on some random, but also plausible, assumptions.

TasLr 2
AVAILABLE RESOURCES FOR 1965-69
(in *o0o of milliards of lire)
T"——ﬁiﬁ___:—_i—édii T Private T_Ava'ilabh:
GNP | Consump- | Domestic | Difference
tion Resources

A. Assumption of the Plan (3 per
cent growth and 60.4 average pro-

pensity to consyme) . . - 167.8 101.4 766.4 .——

1

B. Assumption of a 3.5 per cent I
owth and 61.5 per cent average ik
gopensity to consume . . . - 160.4 98.6 61.8 4

C. Assumption of 2 5 per cent growth
and 63 per cent average propensity

to comsume . . . . 167.8 105.7 62.1

6. Public consumption

The share of GNP allotted to public consumption is expected

to amount to 17.5 per cent during the five years of the Plan,

compared with 16.0 per cent in 1963 and 16.5 per cent in 196ii
Since all prices are expected to remain stable the increase 1s a re
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the ratio of public consumption (1g) in real terms remained almost
unchanged during 195564 at between 13 and 14 per cent of GNP
(see Appendix Table 3).
~The Plan is not really innovating much in this sector. An
examination of a table giving the rough distribution of these outlays
during the period of the Plan compared with 1959-63 docs not
reveal any drastic divergence or break with the past (sec Appendix
Table 4). There is a small increase in expenditures on education
(from 25.6 to 27.1 per cent of the total) and a decline in health
expenditures (from 18.3 to 16.8 per cent of the total) but the bulk
of Government outlays is still allocated, as in the past, to defense,
police and unclassified expenditures (53/54 per cent of the total).
It is a little disappointing to find so little in the way of new

‘policies in the only sector where the Plan can directly be implement-

ed. Since an increase in the share of public consumption relative
to GNP can be financed only if there is a reduction in the share
of private consumption relative to GNP (which, with the existing
pattern of income distribution, is unlikely, see above) or in the share
of investment (also difficult), greater importance should have been
given to the allocation of these expenditures, a matter which has
important implications for growth, _

Many items (education, research, health, etc.) can be regarded
as important inputs; others are sheer waste from the viewpoint
of growth.

Since the margin of error in the estimate of available resources
is likely to be large, it would have been wiser, perhaps, to be content
with'a lower total for public expenditure. The break with the past
in the allocation, however, could well have been more meaningful.
It is this which distinguishes a Plan from a forecast; if any savings
are at all possible, they are to be found in this sector.

There is a final consideration: it concerns the danger of not
leaving any safety margin in the Plan. 1f resources turn out to be
lower than assumed while public expenditures are carried out as
planned, the result would be, as anyone can see, an inflationary

one. In the past the steady rise of this share from about 13 per cql;;:
of GNP in 1955 to 16.5 per cent in 1964 resulted mainly fron; a r;l

in the prices (chiefly wages) for this type of consumptmré, reIatu;a l
to the prices for private consumer and investrnent goods., in

impact of notable size. If, on the contrary, some reduction of

{19) The large increases in public wages in Italy throughout the last decade have them-
selves been one of the main factors of inflation, The fact that a rising leve! of tax revenue was
sufficient — except for the last few years — to keep up with the increasing costs of Govern-
ment (i.e. the budget deficit was not very large) does not make the increase any less infla-
tionary, since taxes are often an important clement of cost,

(18) On this problem sec Hisnir, foc, cit.
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a public outlays i effected — in. order- fo remain within available net capital inflow could have been not only anticipated — as part
resources. — then :the  ex-post - allocation of these expenditures 'may and parcel of the process of EEC integration — but planned for
turn out to be quite different from the planned: one, since it then Another moot point is that of the adequacy of existing monetar):

becomes a question of what can be cut more easily. -+ reserves. If the current level of reserves should be considered as on

' . 7. lnvestment and the capital/output ratio; an appraisal . ITALY: SAVINGS AND INVESTMENT Oraee 6

o L T T U Cil Tn per cent of GNP)
. The investment. rate With its fevel scems to be the crucial 26
question’ in a growth policy. For this reason more than passing

attention should be paid to this variable.. According to Italian

natignal account statistics the . gross investment rate (gross invest- 25 AN

ment as a ratig of GNP, at current prices) remained rather stable, A |/ /"‘\\
fluctuating around 22 per cent during 195559 It rose to 23.8 per 24 ‘_\}// \
cent in 1960 and maintained a higher level of around 2425 per cent Ry 4N Y
during 1961-63. In 1064, 2 year of mild, recession, .it fell to 21.6 | r / \
per cent (see Chart 6), The, depreciation rate showed greater sta- k

bility, Auctuating narrowly around 9.5 per cent throughout * the
period under consideration (see Table 2 bis in the Statistical Appen-

\g
\
M_ N\

/

dix). The net investment, rate moved gradually up from about
125 per cent during 1955-59 to slightly less than 15 per cent during

1960-63; in 1964 it Was down again to about 12 per cent.
" 1f equilibrium of savings (ex-ante) and investmeng is one of

the goals of the Plan the rate of investment shotld obviously not

exceed the rate of savings (there should not be credit creation) <

except for a possible net inflow of foreign capital. . ol =
~ Gross domestic savings are assumed to average during the C

period of the Plan about. 22 per cent of GNP which, because of the T~ I\

equitibrium asstmption (investment = savings), is equivalent to the g n o

gross investment rate less a small amount of foreign saving. This = !

rate of investment (227 per cenf) would be roughly similar to the 1 | L | | | | TE

ta}ylf:r:igg‘{)ge\(41llxlg .i:lulrmg__1955 59 (21.4 per cent) th_oggh_low;r than 1955 56 57 58 59 60 61 ‘62 63 -6

95963 average (243). . L - 4

~ The Plan assumes 2 balance in the. payments position {goods ((g)) Gross domestic savings

and services). The reasons for. planning a perfect equilibrium_in (©) Amortization, o

external accounts are not discussed. ‘Actually a “small deficit 'is
shown of 7 per cent of GNP, but this reflects the part normally he hioh < ,
financed by -cmigrants’ remittances. Italy lags a little behind the the high side, an external deficit (on goods and services account)
other EEC countries  in productivity; capital "intensity, level "of might be tolerated, even without a capital inflow:

fechnology. “Porthermote,, Italy has the gigantic problem of the A bost of questions can be and. actually weré raised concerning

South and that of a less efficient civil service, A certain volume-of : this target investment rate. In a nutshall they all concern the
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fundamental query whether a target rate of 22.7 per cent of GNP
is adequate, whether at this level it will be possible to increase
(capital deepening) or barely maintain the existing relationship of
capital to output. In the latter case the idea is to ascertain whether
the level of capital intensity already reached by the Italian economy
corresponds to the desired one. The Plan, as already noted, does
not face this issuc — and not cnough data are available on the
average capital/output ratio for Italy.

Most difficult questions concern (a) the possibility of the invest-
ment rate (cx-ante) falling below the planned level and (b) how to
orientate investment in the desired direction. The experience of
1964 to 1965 -— a phase of slowdown in business activity — differs
entirely from that of the previous years, in that the investment rate
has fallen rather sharply; it was not pushing against the ceiling of
available resources, as proved by the fact that the external surplus
in 1965 is running at a rate close to 2 per cent of GNP. Much has
been said in recent years about the low profitability of investment,
the high costs of labor, tax burden and interest rates. There is also
the opinion that a quickly rising level of consumption is nceded to
stimulate investment, In this case the only alternative to inflation
would seem to be a large inflow of capital from abroad. .

As for the orientation of investment through incentives or
disincentives, the matter prescnts enormMOUS difficulties and the
instruments suggested by the Plan may not be adequate. True, a
large percentage of investment in plant and equipment is carried out
in Italy by public enterprises (17 per cent in 1963) which are directly
controlled by the Government, but this will hardly be sufficient.

An attempt is made in Table 6 in the Statistical Appendix to
calculate a marginal net capital/output ratio (unlagged); it is esti-
mated for the equilibrium (and therefore full-employment) period
(1955-61) at less than 2, which seems to be on the low side for an
industrialized country (20). Other calculations are shown in. Appen-
dix Table 5, leading to similar results, If this is correct, there would
not appear to be conflict between the net saving ratio contemplated
in the Plan (12 per cent, assuming a constant rate of depreciation of
g-10 per cent of GNP) and the target rate of growth (5 per cent).

(20) It may be of interest to compare the marginal coefficient, implicitly used in the
Plan, with various estimates of the average and marginal coefficients, as can be calculated on
the basis of available national acceunts data, (The average coefficient is calculated on the
basis of Appendix Table 5 of the publication mentioned in footnote 5),
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The i i
bie hr; ‘::C]ic; even blt} margin for continued progress towards a
¢ capital/output ratio — as many feel i i
i ‘ ut ra y Ieel is required —
: d/ ordfor absorblr}g a possible increase in the rate of am;lrtization
xpccgc by many in the coming years. ,
- Olét tll;xe cl;;]dc ratio does not tell the full story expecially in the
case of Ot.nct adoption of a Plan which tends to give a different
o nvestment. In effect much d .

! ) epends on the i

tion of investment, i.e, chi s distributio frasiene.
, 1.e. chiefly on its distribution, b i

1, between infrastruc-
tures and so-called productive i "on hica

ve 1nv i i
pues ao p estment, and on its geographical
y i;l;:tnf:ii? 1;1}:rodf1f1ccs bgfo major innovations in the orientation
, the eftect of which may be to ch nsiderably

o s ange con

the ;}flstmg elasticity of output to capi}t(al. 8@ sderably
e 1rti)t tohf all a 1h1gher weight scems to be given, in total invest-
ment; he so-called social-overhead capital (houses, public works
il1;ansportalt1o'n and cgmmunications). The break-down of totai
thvclthImcqt in a clasmf_i_cation homogencous with that adopted b
¢ Plan {see Table 3) is available only for 1963 and 1964 ’

DISTRIBUTION OF INVESTMENT a3
(in milliards of lire)

1963 1964 I(gl:t,slif)g
A, Productive investment a

4,296 3.6
B. Social overhead |, 2,570 3; e

s 3,03 16,550
C. Total investment , , , , |, 6,866 7 6,6 h

. : 675 8
Per cent of social overhead | 37.4 o
. 45-5 433

~ The share of social overhead during the period o i
illt;,%:]:, ;lfn ]131:: f:[963 blét lov}ilzcr tilaz in 19gt54, thic) year off tﬁf bll)llsz;ﬁcslz
slow . ore 1963, though i
it, the ratio was prol?agly eveng lov&::tra tﬁz{; Iilgt I;‘ézl.lablc ‘o confirm
remﬁ& _hlghcr co;c.cntrati(:n of effort in infrastructures is likely to
foule - as nottiE in Italy’s devcl.oping regions — in a reduction of
e o sticity of output to capital. Consequently, the marginal

pital/output ratio is likely to rise a little — during the period of
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the Plan — from its previously low lcvcl.l Even so this would not
! des i i ital intensity.
bring about the desired increase in capt '
%\nothcr objective of the Plan is that of channelling 40 per cent
of productive investment — rather than 25 per Ccnlt;{ as n}; 1?:55
years — to the less developed regions of the South. Many be e
that this is also likely to reduce the elasticity -of output to capl 2}11 )
due to the lower profitability of investment in the South at the
resent time. o _ o
P Nevertheless the degree of capital-intensity of Italian nhdu:str(yi
will probably not increase, considering the importance qf sr}xlla S-slzteh
enterprises — generally labor intensive — to bc. crftated in ]; cl ou d
Thus, though the elasticity of output to 'capltal is likely to be ov‘;erc
by the Plan, the average capital-intensity would not increase from
its level of past yeats. ' o '
In viewpof the integration of the Italian economy in the E(‘ilm
pean (EEC) and world markets, many hold -— as a.lready noted —1
that a greater effort should have been made to 1m:r<:ats::i cliprﬁ-
intehsity to meet the competition of very modern and haghly
capitalized industries abroad.

Rome BruNo BROVEDANI
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STATISTICAL: APPENDIX
Taeie 1
ITALY: THE 1965-69 PLAN AT A GLANCE .
Vilaes
Period | in the Plan
DESCRIFTION of com- | period | Targets
| parison | of com- | 1965-69
patison
A. -AVAILABLE RESOURCES . (Annval rate of increasc)

1. GNP D T - 2 .
2. Net product private tector ., . {Annual rate of increase) |~ '

""" of which:

Agrieuhare . . . L o0 0 L0 L0 L » 3.0 2.9

All other sectors . . . ... . . L L L L L P 5.9

of which: Tndustry . . « . . . L . . . L » 7.0
'B. UTtLizaTioN oF RESOURCES . S e e e e

1. Private consumption . . . . . ., {Per cent of GNP) |ig63-64[ 6r.5 | Go.q
: . L : . ' g average .

2, Gross productive investment . . . (Per cent of GNP) » 13.5 | 12.9

3. Social overhead . . . . . . . . 2w »  » », 257 |. 274

of which:
(1) Infrastructures ., , . . . . (Per cent of GNP} » 9.4 9.9
(2) Public consumption »oo®» o » b 16,3 17.5
4. External balance . . ., . . . . » »..» » 8 s
C. DisTissuTioN oF INCOME

Totl et ‘produce . . .. . . . (In per cent of total) » 0o | 100 %
Private sector .~ .. . . . . 5 o» w» o» » 8.5 | 837
Public sector .. . T T T TR n 13.5 1.3
Tatal wages of dependent labor . » »  » v » » 50.0 | 6r.3

D. Airocarion oF INVEsTMENT (In milliards of lire - rgb3 prices)

Total . . . . . . . » » woo» n » 1959-63 28,05‘2 3’6,550
North . . . . . . » » » o n » s R 21,080 21,850
South - . . . . . . » » » o» » » » | 6,952 | 14,700
South . . . . . . . . . . (ln per<ent of total) | . » 24.8 | 40.2

E. EMﬁl.oYMl}NT _ _ ) ) N

Total . . . . . {Annual rate of increase - In per cent) | 1964 - 8
Agricujture . . {Annual rate of change - Inpercenty | » | -6 |~—3.0
Industry . . . {(Annual rate of increase - In per cent) n - 2.4

" F. Propuertvity . . . .. (Rate of increase - In per cent)
MNon-agricultural  sector » 35
of which:::Industry » 4.3,

* Brealc-down for 1g6g, - .. o . Lo
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L ’ Taws 2 ITALY: SELECTED NATIONAL ACCOUNT DATA e 3
' ' SELECTED NATIONAL ACCOUNT STATISTICS . e ";958 Prices) D
R ITALY: SF D ! _ : {
o (in milliards of lire) : D Fe
J e e ; Co. ' G t Total * Total Gros
E e e e ¢ ¢ or Gross Domestic Depen- ’ ' GNP Exp,::ﬁ;l}:ﬁﬂri:s E:;;;gx::zs E)cpcr?r.ﬁtnreg Ig:estr;:::
e Consu- | Govern- Total ;g:‘;:i n;g:;ort Dom.cstic Govern- Privete tﬁ';‘t‘i);;l f:‘;utr (Mz_u'ket . . _ i N
(Em; . Fapen | Expen- | 0 et | e | T Sovings | STIES Wages : ' R A R % | Toal | in% | Totl | ine
aree) ditures S e - ——|— f R - o . o -

S o prices) fﬂum ol | Toral | Total | Towl | Totl Eﬂﬁ_,%m__foml _ ol ! 1 2 3 4 5 6=z+4| 8 9
R foml | Towl Toas s T e o= |8 emrl e [T —_— B N S e B e SN T A
i . — 3 A=2T5 ) A— — K . -

P I . 19| S0 3 955 . . 14,818 9,861 ] 66.55 | 1,059 13.22 | 11,820 | 79.77 | 3,080 | 20.85
9 1 — — f [
1950 | 12,6161 8,655( 1,620 | 10275 2’482 I1431 Z%ﬁg 337 | 27z | 1,292 | 5514 : 1956 - | asaar | 1o,245) 6632 | 2,088 | 13,52 | 12,300 | 70.85 3,239 | 208
1955 | 13,8071 92130 1,785 | 10,99 2’2; | 2076 | 3871 2,380 g1 620 _ 957 . . 16,386 | 10,644 64.96 | 2,175 | 13,27 | 12,819 | 48.23 3,507 | 2L.40
1956 | 14,885 9,883 z,ozg 2,2;2 2’518 10| 3,408 495 | 2913 1,538 2,421‘ : 1958 . . 17,514 | 10,908 | 63.74 | 2,407 14.30 ) 13,355 | 78.04 | 3,576 | z0.90
1957 | 15,992 10,428: 22,1?;7 13’355 '3,576 _x83| 3% 409 | 3,260 | 1,600 7,itz 0959 . . 18,367 | 11,477 62,47 2,541 | 1383 | 14,014 | y6.30 | 3,087 | 2191
150 > 3 0 s
1 18, g ’ 51— JBob 51 4 , » :
1322 19,687 | 12235 | 2,800 | 15331} 4745 :62 :542 g16 | 4,626 2,072 | 000 mbr . 2,243 | 13,151 | 61.9T | 2832 | 1333 15,983 | 7524 | 5,255 | 2474
1g6% | 22,002 | 13,305 | 3,175 1:,280 Zfi‘; 48 6’138 1,047 | 5001 | 2,302 | 10,507 - 1962 . 22,586 | xg,12q| 62.53 | 2,955 | 13.08 | 17,079 7562 | 5,679 | as.14
1 , 1259 A
1962 | 24,789 | 15,006 | 3,645 | 18,05 26 16| 6,250 | 1,032 | 5,218 | 2,598 | 13,018 1963 (%) . 23,759 (15,488 | 6519 | 2,182 | 13.39 | 18,670 | +8.58 5,003 | 25.22
1963 | 28,320 | 17543 | 4.536 | 22,979 2’57; 242 6’917 1,150 | 5,767 | 2,834 | 4,580 1964 (*) 24,400 | 15,860 65.00 | 3,206 | 13.55 | 19,166 | 78.55 | 5,388 | 22.08
’ 8] 5,115 | 240331 b, - §
Tofi4 | 30,950 | 18,91 | ‘
i i . .

Source: OECD,

i Generale 1964, p. 424, .

Source: OECD Statistics of National Accounts 1955-6z and Relazionc “ e (*) Provisional - Partly estimated.
GUrde; v &

TapLk 2 bis
\ TICS . Tasre 4
ITALY: SELECIED NATIONAL ACCOUNT STATIS ITALY - PUBLIC CONSUMPTION: ACTUAL AND PLANNED

(in milliards of lire at 1963 prices)
——— Govern Total [Import or ic GG::::I Domestic Amor- D;s;?- ] ,ﬁ___,__—_;-;,;_._h,,‘__..T:ﬂ_::-*ﬁ-—-u————:,:-—-—-- = ES
- ¥l o T 1 L1 iol - N : | -
GNP Cm;::' ment Ei:‘:,i- ' 125:::_ Eziﬂ;rt D;Ti:gs ment g;i,\;?,t; tization: ‘L)'\f:;; {n millizrds of lire In per cent of total
(1?3;:2;? ]éxpc!:; gi‘:ﬁ.:; ditures ment surplus Savings - —_ /— DLSCRIPTION —— N S .
itur - — — i B in in %
o T i [inot | inos | n% | % §in% | 1959-63 1965-6g £50-63 959-6
in z?p énG‘;/\"?P ofmGT(:I:I’ D;”Gr{h, 'oénG{?P ,_,En(;](w of GNP | of GNP |of GNP | of G[NP e . —_— .M;W_,
of G o i e 9 10 r
J— —_— 5 6 7 —_
1 2 I B R n A. Education e e 4,800 7,050 25.6 EY R
}' — 35 | 3997 : , .. : ;
. 19.56 -— 9-35 B. Professional trainin . . ie. 0o i.e. L
w0 | 68.60.| 1284 | 8144 | 1973 17| 185 190 | 9.36 | 2094 o £ : '
1954 6 1203 | 7965 | 2120 | ogs| 20.34] 244 s | 4044 C. Scientific Research , 400 620 2.1 2.1
2 . . . . .
1952 11‘:; - :I 13.6c | 80.01 | 21.17 1.18| 19.99 | 2.60 11232;91 222 05| _ D, Health , e e e 3,420 4,920 8.3 16,8
195 oo | 65.21 | 13.48 | 78.69 | 22.00 | 0.69 21'3; 3.1e 19'14 035 | 4083 E. Unclassified (% . . . . . . . 10,130 15,460 54.0 52.6
1657 . 2.02 3 . .
13:;1 L 100 ‘ 374 | 1430 | 7hoq | 2090 —robl angl 2 24 ar39 | 9 | 4054 of which:
w59 | 100 | 209 4B\ 7657 | 2n5L 102 o 3.44 | 2067 | 943 | 4O Defense G | ... 20.1
1960 100 \ 61.37 | 14.53 | 75-9° 23.80 -»-o.g; 24.17 416 | 2mor | g1 40,90 , Justice {500} .. 2.7
903 mo | 6o.42 | 1442 | 7484 | 2449 5 —O. > 22 | 20.54 | g2y | 4273 Falice (r:130) R 6.0
. Go.53 | 1470 | 7523 | 2479 | 003 | 2476 | 4 ' ——
1962 100 0.53 | 14.7 . p 843 | g1y | 499 Total | 18,760 29,350 160.0 00,0
163 | seo | 6oy | 161l 7704) 2431 27 ”‘ZZ 37: 18,63 936 | 4771
— 22 E :
6.53  77.65 | 21.87 | —0.7
1964 } 100 \ 61.12 t 1

() Including also a small statistical adjusiment,
i ale sgfs, P- 424 Source: Draft Program - Ministry of the Budget - p. 44.
OECD Statistics of National Accounts 1955-62 and Relazione Gener g6
Souree:
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PIALY: CAPITAL COEFFICIENTS TapLr 5
(various estimatesy . o

. 1. Average Nev Cocfficient (g% . . e e . (lire, milliard) | 2.16

A, Capital Stock (gbry . - - . - - ¢ L 1 ‘4-7,-49;
Agriculture G \k'_ r873_ B
: Indulstry . i 10,746
Services . .. -+ L 4,809
Residential building . . . .« - . - - ¢ 18,360
Public Works . . - - o+ oo u 706
. GNP e e e e #—.22,(;;—
' (In per cent
a. - Marginal Gross Cocfficient (1gbo-62) . . -« - - of GNF) 3.29
CAl Total investment ...t B 24.30 I ‘
T, Annual rates of growth . ..o 7.40
[ . : ' . . {(In per cent
. 3. Marginal Net Coefficient {1gbo-62) . . . - - = of GNP} ‘ 202
: A. Mgt inyestment . - N s e e 14.98 i
P B, Aonual eate of growth .o e e e 7.40 |
\_E - (In per ﬂcenf
~ 4. Planned Marginal Gross Coeffictent (1965-69) . of GNP) 4.54
A. Total investment P A 22,74
\ B. Total Growth (average) . - .« - = \ 5 l
TasLe &

| oo of wager | s ot growth | OYETEC | satiomry 50 Coiour |
ratso
1 2 3 4 5
955 - ‘ 50.78 6.7 =22 — 1.25 178
1956 . - \ 51.82 6.3 3.6 4.78 1.86
987 . - sLy77 44 1.2 1.8g 2.81
1958 . . % 51.87 7.9 2.6 154 - 1,50
1959 - - | 5172 7.1 —a8 — a2 1.72
wgho . . 52.12 7.1 1.9 1.59 2.02
961 . . 52,28 8.5 2.0 1.32 .97
1whe . . | 5456 6.6 6.0 6.03 2.35
1963 . ‘ 58.95 4.8 9.5 11.67 3.14
1964 . . | © 6ozt | 2.9 6.4 5.62 -4.60

Sowice: OECD Statistics of National Accounts 1955-62 and Relazione Generale 1964,
p. 424 N E



