Some Structural Aspects
of the Southern Problem: The Complementarity
of “Emigration” and Industrialization

1. introduction

_ In an article published last year in “ Lloyds Bank Review »
I argued that a quick solution to Italy’s Southern problem would
require that, for a certain period, the movement of Southern labour
into Northern industry should assume proportions much larger
than those which had prevailed during the 1g50’s. During the past
threc years (1959-61) such a movement ha in fact been occurring
at a greatly accclerated pace.

In the present article I shall return to 2 point which in the
previous one I was obliged, given the limited space, to take more
or less for granted. It concerns the positive role which, in certain
circumstances (which I judge to be those of the Mezzogiorno), the
relief of population pressure on an area can have in facilitating that
area’s economic development. In the otherwise ample debate which
recently took place in Italy on her Southern policy, this point did
Dot receive the attention it deserves. The view taken by most
“Southernists ” was that “ emigration * to the North is merely a
substitute for industrial development in the South itself, and not
a factor helping to promote such development.

y main purpose here will be to set out in rough. quantitative
terms the aspects of the Southern problem which make it appear
that a redistribution of population between South and North
— a redistribution of moderate dimensions 1 shall argue — is in
fact a necessary part of the solution.

2. Policy Aims

Our judgement both as to how successful the Southern policy
of the past decade was, and as to how adequate the new measures
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adopted or proposed for the fqture are likely to .bc, ‘must par‘tly‘
depend on how we define the aim of Southern policy. Concerning
this point therc is, perhaps, less agreement at .tl:m: present time
than there was some years ago. ‘The principal division of opinion
can, I think, be summed up by distinguishing betw:‘:cn. two allms,:
which T shall call the “major aim” and the “minor aim
respectively. _— t
' The “major aim ” is that of gFadually narrowing t”ﬁ p:éescnh
gap between the levels of average income per head in the Sout
and North, so as eventually to bring the two lev(?ls to “ approximate
parity ”. This was once the officially rccognl.zed aim. It was,
for example, embodied in the Vanoni Plan, which looked t(?ward;
bringing per capita income in thff South from a propofrtion o
initially about 50 per cent of that in the.I_\Torth to one of 75 per
cent. In order to reach this, or a similar aim (we need not at this
point be concerned as to cxactly how high the .ﬁnal perccntagg
ought to be) it would, of course, be necessary for 1ncom1¢: per ht:.;l1
to grow for some time at a faster pace 1n the South than ’lgf:[ e
North, It is generally agreed that, during the decade of the ’fifties,
a movement of this kind did not occur. .

A further distinction which we need to draw is that between
achieving the “major aim” in the “short period ’.’ of, say, a
decade or so (as was the intention of the Vanoni Plan), and
achieving that aim in the “long period” of several decades or
perhaps half a century. . . ;

The apparent difficulty in making any progress so al;f to‘warI s
the “major aim” has caused an increasing number o “pcqp e,
among them many * Southernists”, to fall back. on the Tmor
aim”. This implies being satisfied if, first, the income level per
head in the South is kept rising at a good pace in alzsolute terms,
and if, secondly, there is set in motion in that area an autcfnorr}llous
development mechanism ”.  Those who see the prgblem in t zsg
terms would not be unduly concerned if, in the _s%mrt period.
at least, there failed to occur a gradual approach to * approx;mz:{tse
income parity ” between the areas. ]ucllged by t’hese same stal; :rm;
the progress made in the “fifties was satisfactory in one r(?speflt Su b
in the other. The income of large numbers of Pcoplc in t cl cziub,
who had previously becn living at close to subsistence level, 131- ely
the end of the decade been raised perceptibly above this level.
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There had not, on the other hand, yet appeared any sure sign of
the existence of an “ autonomous development mechanism * (1).

Although, in the light of actual events, the aim of the Vanoni
Plan appears to many commentators to have been very ambitious,
it still seems to me that this aim was, and is, a feasible one, and
that it should have been possible within a period of ten years, and
still more within one of twenty, to make significant  progress
towards it. Morcover, there are strong reasons — connected with
the geographical pattern of contractual wage rates in industry —
which, as T shall argue in more detail below, almost oblige us to
opt for this aim in preference to the minor one. Accordingly, I

~shall be mostly concerned with two questions. First, what are the

obstacles which have in the past prevented progress from being
made towards this aim? Secondly, what are the foresceable changes
in circumstances, and the policy measures, that may remove these -
obstacles in the near future? At a first stage I shall consider the
question of the policy measures taken specifically for the benefit
of the South under two limiting assumptions relating to other aims
of Italian economic policy. The first assumption is that it is desired
to keep the national income of Italy rising at the maximum possible
rate. The second assumption is that it is not intended to subsidise
Southern industry (or agriculture) on a large scale or for long
periods. (In the past, in fact, the avowed intention was that the
subsidies granted should be of modest dimensions and short dura-
tion). I shall postpone until a second stage the consideration of
various “ extra-cconomic ” or “social ” aims for which it may be
deemed worth while, both sacrificing some amount of national
income as the latter is usually defined, and extensively subsidising

Southern industry and agriculture by transfers of income from
the North,

3. Shortcomings of Southern Policy

In the debate which took place in the winter and spring of
196061 the participants pointed to numerous lgcunac in the
Southern policy as it had been conceived and implemented during
the 1950’s. And I do not doubt that all, or nearly all, of these

(1) Cf. Comitata dei Ministri per il Mezzogiorno, Relozione sulla atrivith df coordina-
menlo, April ]961’ P- 5.
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bear some part of the responsibility for keeping the pace of income
growth and of industrialization in the South below what had
originally been hoped for and what was possible. What I do doubt
is that they give us a complete explanation of why it has proved
so difficult, both to make progress towards reaching the “major
aim?”, and to set going a “ spontanecous process of industrial
development .,

Among the past faults of the Southern policy that have been
mentioned are the following: the making of some of the public
investments in the wrong places and wrong sectors, at the cost of
leaving gaps in the most essential parts of the © infrastructure *
of industry; the tendency to spread investment funds over too
wide an area instead of concentrating them; the lack of co-ordina-
tion of the investment programmes of the different public authorities;
the failure in some cases to execute the programmes swiftly enough;
the slowness of the bureaucratic procedures associated with obtaining
access to the privileged finance and other “inceptives” offered
by legislation to private industry in the South; the inadequate
information services available to Northern entrepreneurs who are

potential investors in the South; and the insufficient attention given .

to education, both general and technical.

Many students of the problem believe also that the difficulty
of industrializing the South is largely due to a scarcity of the
entrepreneurial factor. They complain of an insufficiency of entre-
prencurs ready to respond to the incentives to investment in. the
South which have been created by the various measures in favour
of that area. Their complaint extends both to Northern industrialists

who were expected to undertake the investment in sectors where

the units are very large, and to potential Southern entrepreneurs
who were expected to invest in small- and medium-sized industry.
The remedy commonly suggested for this situation is the provision
of entrepreneurship by the State.

It is not my purpose here cither to confirm or to deny tbc
assertion that there is in ltaly a deficiency of entrepreneurial
talent ” or of the “readiness to take risks”. Nor do 1 want to
contest the point that if the shortcomings, mentioned above, of the
first decade of Southern policy are remedied in the second, this
will render that policy more effective. The question which I want
to discuss is of a different order. It is that of whether the ®incen-
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tives ” to industria] development in the South are really sufficient

o e :
to “justify ” investment on the desired scale, or whether there is
not somnething missing.

4. A Missing Link?

The ultimate incentive to the expansion of industry is obviously
the existence, or prospect, of a profitable market for its products.
Most of the participants in the recent discussion have taken it for
granted that a market big enough to support industrial development
on a greatly increased scale does in fact exist. What I shall suggest
here is that, in part at least, they are mistaking for a shortage
of the entrepreneurial factor what is in reality the lack of ‘a market,

The reasons of this group for thinking that a market exists are
!msed on a variety of conceptions of the way in which markets come
Into cxistence or grow. For present purposes we may distinguish
between three such conceptions. These are of varying degrees of
sophistication. _

The first and simplest view of the problem makes reference
to the large population — nearly 19 millions - of “ potential
consumers ” in the South who have a big unsatisfied demand
for industrial goods. Supporting evidence is drawn from the results
of enquiries among Southerners about the way in which they would
sl?cnd additional income if they had it. They evidently have a
high income elasticity of demand (about 2.0) for industrial goods,
and a low one (less than unity) for food products.

This first view is over-simple. It is a long step from the proof
of the existence of a potential demand, in the sense just described,
to the proof of the existence of an effective demand. For what we
still need to know is whether it is possible to achieve the real
income expansion which will turn potential demand into effective
demand. In the second and much more complex view, the process
by which effective markets for vatious types of goods come into
cxistence or grow is in fact inextricably bound up with the process
of real income expansion. The two processes are seen as two
aspects of one and the same thing, Both of them involve an
Intricate structural problem. They depend, that is to say, on the
possibilities of matching the qualitative structure of the extra supply
of goods associated with the increase in output to the structure of
the extra demand associated with the increase in income. ILimita-
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tions on the extent to which this matching process can take plac(:lc
are limitations on the extent to which real income can be 1n<3r1eagc d
For if the matching does not take place, certain sectors ;vﬂ fin
themselves producing more than they can sell at prices that cover
costs, while other sectors will have .shortages.. In Keynes dtermllm);
logy, there will be excess capacity in some l.lncs over an agau;s;l
bottlenecks in others. The need for this match@g process constitut
the essence of Say’s “ Law of Markets ”; and it underlies the more
modern “ doctrine of balanced growth” and the related con}fept
of “ external economies 7. Many studcn.ts_of the problem of Sﬁut ern
Italy have had these ideas in mi.nfi without, however, z;l omri;gt
for the possibility that the prerequisites for balanced growth mig
ist in that area,
o i{ third view is that, once a certain income stage has becr; rcac1}11-
ed, the question of balanced gr‘owtlé ceases to be rclevant.d In aﬁc:t ;:tcc
modern growth models, conceived in terms of very broa :':lglgr gt :
(such as consumption, investment, savings, and the Caplt‘il l—ol? %111
ratio), abstract from this structural problem in a way w \1;;:11 | e
models used by the carly Classical economists d.1-d not. ) etglcr
we are justified, even if only as a first approximation, 1}r_11 abstrac 1lng
from it surely depends on the income stage which ¢ eb pa_lrtu:.lﬁ aé
economy that we are examining 1-1as Fea.ched. We m.alji eh]ustg e
in so doing for an economy which is in the stage that has heen
reached, for example, by the Unit.ed Sta_ltes or even pe.rhapﬁ Nort Crljl[_
Italy. But are we equally justified in so doing in the case o
ern Italy?
Somil’ro?. Vitjg (2) has drawn a distinction bc?twccn x‘avhat he.callls
“ backward economies ”, in which the level of income is cxgc_c:(}}ng y
low, on the one hand, and ¢ underdevelroped economies ,1 ot
economies in which development towards higher income ée;fcs lds
already under way, in the other. I_n_ the ﬁrst' group, he says, da ancs
growth is an indispensable CQn'ditlon,.Whllc in the second gro sE))
(as well as a fortiors in that of the “ highly devcl?ped ::c:ono‘lmlf:c1
it is not. And in the second group he places Italy’s underdeve ope
' areas"The view which I shall.take here is that, in considering the

need and the conditions for balanced growth, it is appropriate to

. . . . o in
(2) V. Viro, Essay on I jondamenti della politica di sviluppo w?ﬂaﬂmogwglmiﬁn,
F, Vrro and others, Lo sviluppo economico regionale, Milano, Vita e Pensiero, 1961, pp.
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distinguish between not two but three different stages of economic
development corresponding to three different income stages. 'The
aspect of this division which matters js the way in which the
consumption patterns of individuals, and of whale communities,
move as they pass from one income level to another,

The first stage is that of the © subsistence ” economy, where
the income level is so low that it covers only the bare necessities
of food, clothing and shelter. Here the consumption pattern is
rigidly set. The consumer has few, if any possibilities of substitut-
ing one product for another in response either to changes in the
terms on which the various products are offered, or to changes in
the types of product offered.” The quality differentiation of output
is here very limited.

The second stage is that of a middle income range. Here
the consumption pattern for the excess of income over and above
the minimum which characterized the first stage is more flexible
than it was for that minimum income, Nevertheless, for the
“ representative ” (3) consumer at least, there is still only limited
flexibility. He will spend a large part of cach new increment in
iacome on goods which, once the higher income level is reached,
come to be considered as “ essentials ”, For example, the desire
for more, and more vatied, food will still claim a good part of
such increments, and there is little possibility of significantly -
changing this part of the expenditure pattern in the direction of
inducing people to substitute industrial goods for food products.
If we divide goods into two © bundles *, one consisting of food,
and the other of industrial produce (and services), it is chiefly
within the one bundle or within the other, and not between them,
that substitutability exists; and cven then the degrec of substituta-
bility is small. At this stage increments in income are still in
large part “committed ” to 2 well-defined group of products.

The third stage is that of a * high” income level. Once this
stage is reached the expenditure pattern for further increments in
income will be highly flexible in response to changes in the relative
prices of different items and to changes in the types of product
offered. “ Luxury ” food items will to some extent compete with

industrial produce (and services), and one type of industrial produce
—_—

(3 I refer, of course, to the “modal® behaviour, 1 do not exclude that some

consumers will be ar each of the two exttemes, one where they spend almost all their
Su Y sp

additional income on  non-essentials *, and the other where they spend almost all on food,
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(o service) will compete with another. At this litage a 1;1{1;5(3 llz:ﬁ
of each additional increment in income is what we may
% yncommitted ™. . .
unI(t) is only with respect to this “uncommitted ” paf)t tof' 1n1c;)rm:
~— a part which is only small in the second stage, huS 1ssa1 t Eat
and increasing in the third stage — that we may perhap: .01)111 at
the doctrine of balanced groth is not relevant,hor ‘lcs‘ 80 vati}Ifl n
limited degree. It is at the third income stage t aft 1nr1(})1€ hj@
entrepreneurs (in Schumpeter’s sense), profiting from g
i “ i ? i can create New wants, new
proportion of “ uncommitted ” income, fe new wants, pew
fashions, and new tastes, and successfully launch new p wts o
the market. We may say that here the cntrepreneu;s t%erzrl
mould the pattern of additional consumer demand to (t:1 c:o fp:a e
of additional output which they have to offer, lllnstcatl Oumu%
obliged, as in the first and second stages, to s apeA' lfhjs out
pattern to a more or less rigid consumption pattern. - 11: : “d
stage, the pattern of demand is ch.aTa'cterlzed by- a h%g ; fggfﬁf o
quszlitative differentiation and flexibility. And if :{t 1; 1 cult or
costly to increase the supply of one type of go};) , t f; c(:)c; Whi-ch
may be induced to shift his expenditure to another typ
is more elastic. .
the Sl:fl{zrplxr%ew, however, would be that the mass pf t!le populsz;‘;m:
in the Mezzogiorno has not yet reached this third .1ncoE'nl;:ahr (i(i
but is only at the second, and that therefore the necessity o ang
ill exists. .
gmwl*tif};vnsrtﬂtlh;e are certain constcﬂations. of circumstam;les Whﬁlh
render it difficult for an economy to achieve the bilgnce %rgzv O%
or the matching of the structure of supply tof thc sﬁtrug itrll < o
demand, which is necessary for f1t ﬁo }Iaatsts rm;;tg t;l : th;s‘(c1 e
into the second, or out of the latte « .
;E‘Erl:gihl'gltlmstances which create a food bottlenr:ck.m the W;l))rfl (;JE
economic development in general, and of the' effectlveT Expafel o
the market for industrial produce in particular. ey pw \
explain why some economies get held up at t}_lcsc litagzsgdizlt‘anccg
they can develop only very slowly and are continua g c(l) e o
by other economies which, because they have succeeded in g _

beyond these stages, henceforth enjoy a free road ahead. (This does -

' 1 i ome
not, of course, mean that the latter group will not run into s

' uch
other kind of obstacle to further real income growth at a much

later stage. One such possibility is a “ space bottleneck ).
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5. The Problem of Matching the Structure of Output to the Structure
of Demand
I shall assume, then, that we are confronted with an economy
which is still at the second of the three income stages between
which I have distinguished. This means that possibilities of :
(3) achieving balanced growth,
(b) raising the level of real income per head, and

(c) expanding the market for industrial produce,
are three facets of one and the same process.
evaluate how great these possibilities are, we
whole pattern of elasticities of supply in relation to the elasticities
of demand for the various products, or various groups of products,
It is not sufficient fo look at the demand clasticities alone.

This point may be illustrated by a simple example., Let us
imagine an economy in which there are only two goods, “food ”
and “industrial produce ”, which are not substitutes for cach other
in the system of consumers’ preferences. Let us suppose further
that the following situation prevails. For industrial produce, the
income elasticity of demand is high, and so is the clasticity of
supply (in response to additional employment of capital and/or
labour). For. food, the income clasticity of demand, though low
in comparison with that for industrial produce, is high in com-
parison with the clasticity of supply (in response again to additional
employment of capital and/or labour). At the same time the
economy has few opportunities for profitably exporting industrial
produce in exchange for imports of food. ( This .does not, of
course, exclude that it may export one kind of agricultural produce,
in which it has a special advantage, and import another kind),

In such circumstances the slow rate of growth in the domestic
output of food will act as a drag on the growth of real income,
The farming population will be without the surplus of agricultural
produce over and above its own necds that would allow it to
exercise a large demand for industrial produce. The stimulus
which such a surplus provides to the expansion of the local market
for industrial goods will be lacking. The hope — widely entertained
in ltaly in recent years — that, provided many industries are set up
{or expanded) simultaneously, before the markets for their produce

And if we want to
must look at the
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arc patently in existence, those markets will appear ex post in
response to the working of the © external economics ” of industrial
growth, will be disappointed. Industrialization will fail to gather
momentum spontancously. If, on the other hand, it is “ forced ” by
government intervention, some of the industrial output will remain
unsold, or will have to be sold at a loss, or will have to be
financed by subsidies from outside the arca. At the same time
a shortage of food will develop unless it is avoided by increased
food imports from abroad which arc in effect paid for out of the
subsidies to local industry.

In this situation the offering of small subsidies to private
industry can hasten its growth only in borderline cases. Much
bigger subsidies than those so far offered in the South of Italy may
be required in order to render industrialization profitable on an
extensive scale. And if we believe that such a situation has prevailed
so far in that area, the hesitation of many potential entreprencurs
‘0 the South to affront the risks of industrial investment there, and
the high proportion of failures which is reported to have occurred
among those entreprencurs who did affront them, must appear to
us in a different light from that in which they have usually been
depicted.

6. Some Dimensions of the Problem in the Mezzogiorno in the 1950°s

What reasons have we for thinking that the situation which
I have just described, or what may be called the *inadequacy of
the market growth factor ”, was in fact holding back industrializa-
tion in the Mezzogiorno during the past decade? Aad if it
prevailed then, what are the chances that it will he overcome
within the next decade? _

Before trying to answer these questions, I may point out that
they are relevant just as much if we believe that the private entre-

preneurial factor is scarce, and that therefore public enterprise must

take its place in the South of Italy, as if we believe that private
initiative can be relicd upon to exploit the opportunities for indus-
trial expansion whenever such opportunities genuinely exist. I
am still keeping, for the present, to the assumption that it is Dot
the intention of the government to engage in massive subsidisation
of Southern industry, whether in the form of “incentives” to
private firms or in the form of subsidised public enterprise.
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. Another- assumption - which 1 shall make, and shall retain
t rt‘)‘ughout the rest of this article, is that even if the State intervened
as cntrepreneur ” on the production side, it would not seck
control the pattern of consutoption. Southerners would l'k0
Northerners, be free to spend their income as they chose. ]iTe
Products would bIe rationed in the South., (I am no{ awarf:. tha:‘_)
11 recent years at least i i
in responzi - quartﬂ,s)t.lm opposite proposal has ever been advanced
I Shla?l Ty atternpt to answer the two.qucstions formulated above,
snall try to quantify, in a necessarily very broad fashion, the
critical items in the structure of the Mezzogiorno’s econom dl’lri-
the past decadfz, and to make some guesses about the wa j)lfl Whilzﬁ
these items will develop in the future. Not all of the gafa which
would be useful in this connection (such as, for example, “ forei C”
trade figures for the Mezzogiomo) are available Ar’l-d m tg nlf
those that are must be considered very rough. Butj even if itosl l(c)
many reﬁnemepts, the picture which I shall present gives, I belii:C S
a close approximation to the dimensions of the problerni "

EXPENDITURES ON fOOD AT VARIOUS INCOME LLVELS TasLe 1
(1) (2} (3) 4)
1950 1960 1970 )
Estimated | Bstimated | Hypothe- | Hypothe-
Actual | Aactual tical tical
msrtuanon sitnation | situation | situation
North: R
(1) Income per head . 100 150
(2) Per cent of (1) speat on food . 40 v o
(3) Amount spent on food 40 ;z
{4) Percentage increment in (3) with
tespect to actual situation in 1gso 25
South
(1) Income per head Coa 50 25
(2) Per cent of (1) spent on food , . =8 50 II;.S o
(3) Amount spent on food 29 7 : i
(4) Percentage increment in (3) with 72 w7 ¥
respect tos
{2} actual situation in 1950 (1) . 206 7
e 4
(b} actual situation in 1960 (1) () 4
. . 33
fo:3)

1) In br | i i '
[£3] brackets are the corresponding income elasticitios of demand for food.
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In the above table, columns 1 and 2 contain estimates (in index
form) of the relationships between net income per head‘ a?d
expenditures on food, in the North a}nd South of Italy rcspi:ctwc v,
as these relationships actually were in 1950 and rgbo. Co ?mi 3
gives the figures for the South as they probably would have looke
in 1960 on the hypothesis that during the previous ten yc:arls1 income
per head in the South, instead of increasing at about the fﬁsa.mc
percentage rate as that in the Nosth, had risen at a rattt=il sufficient
to bring it from 5o per cent of the level in the Noi h in flggﬁ
to #75 per cent in 1960. (This latter r.atnl is what I shall cm}:le ortl
refer to as “ approximate income parity ”). The assumption here és
that, at the higher income level, the expenditure pattern (as regards
the division between food on the one hand and all other items
on the other) of the Southern population would have been about
the same as the expenditure pattern of the Northcrp population was
at the same income level some years earlier, _Fmally, column 4
represents the situation as it might look in 1970 on three assumpci
tions: first, that real income per head in the North increase
between 1960 and 1970 by the same percentage as in the plt'iwous
decade; secondly, that by 1970 income per head in t-helSouh wljs
brought to 75 per cent of that in the North; and, thirdly, }tl at the
expenditure pattern of Southerners would again be about the lsamlc
as the pattern of Northerners had been at the same income level.
Also shown in the table (in brackets) are the income elasticities
of demand for food in the South over the relevant ranges of mconﬁe
growth, The figures are low, i.c. between 0.6 and.o.g. And the
income elasticities of “demand” for all other items together
(industrial produce, rent, scrvices,dsavm)gs, taxes, efc.) are correspon-

ingly high (i.e. between 1.5 and 1.7). o

‘ glz apgearg from the table that passing from the actual{ss;tuancig
of 1950 in the South to the Aypothetical situation of 13 0 WOltlhe'
have implied an increase in food consumption per hea quer ihe
corresponding ten-year period of ablout 47 per cent. .vcrlt e
period the increase, in real terms, in the output of agfimuf uthe
produce (consisting predominantly of foodstuffs} per h(ilzih OSouth
population was probably between 25 and 30 per cent. The

i ki and an
was, and is, an cxporter of some kinds of foodstuffs _

! : was
importer of others. But if we suppose that in 1950 ‘(tihe g{eascalc
not a met exporter (nor a mez importer) on any considera tic are;
it follows that the increase in domest_lc food production in
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was far from sufficient to cover, whether directly or indirectly (i.e.
through the international exchange of one type of food product
for another) (4), the Aypothetical increase in domestic consumption.
It looks as though, in order to have reached the hypothetical income
level, the Mezzogiorno would have had to rely on net food imports
from abroad sufficient to cover some 12-15 per cent (5) of its food
consumption. Assuming that these had to be paid for by exports
of industrial produce or of services to the North of Italy and abroad,
the Mezzogiorno would have had to make such exports, for the
purpose of paying for food imports alone, equivalent to about 5
per cent of the hypothetical incomé. To these have to be added
exports for the purpose of covering the imports of raw materials,
fuel, equipment, etc. required by the South’s industry, except in
so far as, for the time being at least, cover was provided by foreign
aid and investment. Here it should be noticed that, with the income
level as it actually was in the Mezzogiorno in 1960, “aid ” of all
kinds (investments, loans, gifts, subsidies) from *abroad” was
already providing the area with resources from outside equivalent to
an estimated 25 per cent of its domestic income {6), and to a figure
which exceeded the estimated volume of net investments in the
arca (7). “Foreign” resources were, that is to say, sufficient to
cover part of consumption as well as the whole of the net invest.
ments in the South. This was a situation which could not persist
over the longer run if the area’s cconomy was to become an
unsubsidised one.

Is a reliance on exports of industrial products {and services) to
an extent equivalent to, say, 1o per cent of income much or little?
If we look at the national income and foreign trade figures for
Italy as'a whole, we find that her exports- of non-food products
(coming mostly from the North of the country) still amounted in
1959-60, after the increase of recent years, to © only ” 10 per cent
of national income. Nonetheless they obviously played a pivotal

(4) For a more accurate measurement of the gap we should need o take account of

whatever change occurred in the terms of trade between the export items and the import

items,
(5) Cf. previous footnote,

{6) Cf. Comitaso dei Ministri, Relazione sulle artiviey di coordinamento, April 1961,

P. 152. The figurc excludes remittances by termnporary “emigrants *, which are included
under the income of the South.

(7) The tansfers from “abroad ” were estimated at nearly goo ‘milliard lire and net
investments ‘at about soo milliard. ) -
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role in the process of national incgme formation; anc.l there is
every reason to expect the proportion they bear to income to
increase as income rises further in the future. An aspect of Fhe
present structure of the economics of the two areas of Italy which
is worth noticing is the following, Agricultural output. per head
of the population (I am referring here not to the agricultural popu-
lation but to the whole population) is perccptlb‘ly higher in the
North than ia the South (8). With the distributmn._of population
between the two areas remaining what it is_to-day, it looks, ther’c-
fore, as though * approximate income parity ” between the two
arcas could be achieved only if the South relied more, a.rld not
less, in per capita terms, than docs. the North on net imports
of food, and therefore on exports of industrial produce.. (It seems
highly unlikely that the income per head from a tlﬁri_ s}cl)urc'e,
namely the foreign tourist traffic, could be_comc so much higher in
the South than the North as to render this greater dependence on
industrial exports unnecessary).

N Presuma}}))ly the South’s };xports of industrial prf)duce (to-thc
North of Italy and abroad) in 1950 were very small in comparison
with those of the North of Italy (to the South of Italy and abroad).
And if the industrial export solution was to have been the way
of breaking the food bottleneck in the South, and hence of,l 'ICSCh}ing
the hypothetical income level for 1g6o, it would have implied that,
over the decade of the ’fifties, that area should have increased E&s
industrial exports faster, percentagewise, tha-n did thc North. '{h_e
question of how far the South was actually in a position to do his
involves a very controversial point: that of how gom_)d 2 Iocatlfni
the South of Italy, or parts of it, present for developing industria
exports, or even of whether location matters at all.

7. Industrial Location and Exports

The factors governing entrepreneurs’ preferences for orllle lqca-
tion over another, and the effect on industrial costs f)f c c.)oglrlll%
one location rather than another, are a matter about which opinio.

. _— d
(8} The average figures for 1956-60 of gross saleable output m”agrlc.ulturiofﬂliirteé;n
{caleulated with reference to the de jure or * resident® population) were: 734 8
the North and 58,000 in the South,
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now differ widely. Some people continue to refer to the awkward
geographical shape of Italy, to the long distances between North
and South, and to the peripherical position of the South with respect
to the closest large areas of concentrated economic activity abroad, as
being a serious handicap for the Mezzogiorno. Others claim that,
under modern conditions, distances, as reflected in transport costs,
are as a rule unimportant (9), and that from a production and
sales point of view the location selected for manufacturing industry
is, within very wide limits at least, a matter of indifference. They
argue that in choosing an industrial site the entrepreneur is guided
by other factors. One such factor which has recently been em-
phasized is the preference of businessmen and of managerial staff,
and of their wives, for living in areas that have already reached a
certain stage of development. To meet this difficulty it has been
suggested that the State should provide the missing entrepreneurship
in the South until such time as the industrial development in that
arca has brought its amenities up to the level of those already
offered by the old urban centres of the North, (It is evidently
presumed that government employees and their wives will more
readily forego thesc amenities for a while than will the employees
of private firms or the self-employed),

We need not doubt that many factoss, including the one just
mentioned, influence entreprencurs in their choice of industrial
sites. ' What we may doubt is whether, once some of these factors
have been evened up as between the South and the North,

- transport costs and other costs of “distance” will not still be

there as a factor which sometimes tips the balance in favour of ‘one
area or the other. Even those who minimize the importance of the -
costs connected with distances are apt to suggest that the latter
should be “shortened ” by the institution of rate systems  for
carriage by rail (or eventually also by road?) which charge according
to “virtual distances ” shorter than the real ones. A parallel
proposal is that passenger traffic to and from the South, when of
a business nature, should be similarly aided. The putting into
practice of proposals of this kind would, of course, be one way of
subsidising Southern industry; and for the present 1 exclude it as

—_—
(9) The reader may here be reminded that transport is not the only cost item which

has, i recent times, been thus considered, The same view has been taken regarding, for
example, interest charges and electricity rates,

a3
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a possible solution, in conformity with my general plan of_ c.leal‘mg
first with solutions that do not create the n;ed for such substdisation.
I shall proceed, then, on the assumption that‘ more .-often thfm
not distances do exert an effect on costs and scllu.lg prices. _Qulte‘
a small difference, due to extra transport costs, in the dehv'cr'ed
price abroad of a product may be critical in a highly competitive
market. Not all of these extra transport costs occur at the marketing
end. Certain imported goods used by indlllstry (suc.h as equipment
from Northern Europe) will have a hlgher_ cif. price when
delivered to Southern factories than when dchycred to Northern
ones, Nor can the influence of the distance factor be measured
solely in terms of transport costs. Part gf-the ac!vantagc of ncarn_es};
consists in the possibility of maintaining c-hrcct contacts Wit
markets and sources of supply. The fact of being centrally situated
with respect to a large number of markets. and sources of supply
will be especially important for firms which produce for export
to those economies which have reached what I'calied above the
“third income stage” and on the markets of which new products
arc continually being launched. . .
We do not at present have any means of preciscly measuring
the relative advantages of alternative lay-outs of economic activity
in space, and hence of calculat-ing how great a cost .(o; loss of
national income) is associated with choosing a partlcularbnt())ln—
optimum lay-out in preference to an optimum one. Probably,

however, we shall not go far wrong if we adopt a simple scheme

which may seem to some people a very obvious one and is

not by any means novel, It divides Italy’s export markets into .

two groups. The first are markets in North and Nor_th-Wcstc;;jn
Europe, to which goods. are transported .mostly by rail or road.
The sccond are markets overseas, to which goods are transport-
ed mostly by ship. With respect to the first group, Ioc;ltlogs
in Northern Italy will, as a rule hax{e a clear “natural a;l
vantage over those in the Sou‘Fh. With respect to ‘thsl sccone
group, locations in the South will not have a clear disa Vznta%t}i
and may sormetimes even have a clear advantage, compare “I; )
those in the North. It seems common sense to supposc t E‘Lt’
generally speaking, a firm which expects t_hat t_hc market fo;llls
produce will at all, or most times be mainly in I\_Iorthe.rn t;lly
and/or North-Western Europe will find it convenient, 1? otf;:;
conditions (e.g. wage costs) are equal, to choose a site in,
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example, the Province of Reggio Emilia or of Parma rather than
in the Province of Naples or of Palermo. Similarly, a firm which
expects its market to lie mostly in Sicily and in North Africa will
have an advantage in choosing a site in Sicily. :
Now if it were a fact that the second group of markets, and
especially those in Africa and Asia, were developing very rapidly,
this might be a sign that the Mezzogiorno had good chances of
solving the structural problem which I described above (ie. the
problem of filling the food gap) by industrial exports. How did
the two trade strecams actually develop over the past decade? If
we compare the average figures for total exports to various areas
(I do not have the figures for industrial products alone) in 1950-51,
with the averages in 195960, it appears that over this interval
Italy’s export trade with Europe (excluding the USSR) increased
by 135 per cent in value terms, while that to all other destinations
increased by 123 per cent. The first stream had been growing
faster, then, than the second. In 1959-60, Europe took 6o per cent

of Italy’s total cxports. Africa and Asia combined took only
I5 per cent.

8. Zonal Differences in Wages

In theory the “ natural * disadvantage of one location compared
with another may be compensated for by lower wage rates. Regional
differentiation in wage rates is a perfectly normal phenomenon,
and is allowed for by the collective bargaining machinery in most
countries, including Italy. To some extent these zonal differences
are offsct, from the point of view of the worker, by differences
in the cost of living. :

In the particular case of Italy, it has often been supposed that
the advantage of lower wage rates in the South ought, for many
industries, to outweigh whatever disadvantage there was from
other points of view in a Southern location. How marked have
these zonal differences in industrial wage rates actually been?

The zonal pattern of the minimum contractual rates fxed
by the 1954 Agrcement was generally recognized to be an unsat-
isfactory one. In part it. had been dictated by the need for
preserving certain situations inherited from the ‘past; and the
intention had always been to overhaul it as soon as circumstances
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were favourable, Under that agreement the maximum gap, le.
the extent to which the lowest rate, applying to Zone XII (an
exclusively Southern zone), fell short of the highest rate, applying
to Milan in Zone O (that of the ®industrial triangle ”2, was 30
per cent. This was fairly high; but Zone XII .comprlsec.l only
Caltanissctta and Enna (both in Sicily) and Reggio Calabria. As
between alternative Northern locations, e.g. between the industrial
triangle ® on the one side, and most of the provinces of Emilia-
Romagna on the other, there was a gap (calculated as before) of
13-15 per cent. Emilia-Romagna was as low a wage area as Naples,
and almost as low as Palermo. As between Emilia-Romagna or some
of the provinces of the Veneto, on the one side, and such Southern
provinces as Bari and Taranto (which are among the places recently
designated as “ poles of development ” in-the South), on the other,
the gap was only 5 per cent, or a 11tt.lc more, Some Southern areas
were thus on a par, or nearly so, with many No_rthcrn arcas; and
the gaps between different Northern areas were in many 1nstances
as wide as, or wider than, the gaps between these and Southern
arcas. ‘

Predominantly Southern zones which clearly were © low wage
areas ” were Zones X1 and XII. These contained Brindisi (another
of the “poles of development”) and most of Sicily. 'I:hez also
contained Latina, which (though belonging to the “ Nort-h ) has
been a beneficiary of the special incentives to Southern .mdust}ry,
and enjoys, besides, the advantage of a favourable l.ocatmn with
respect to both Rome and Naples. It has thus bce:n triply faffoure.d
so far as an arca of industrial development, and its success in this
direction is not surprising. Nor is that of other Southern areas
which have benefitted from ¢ natural * factors as well as low wage
rates. Examples are certain parts of Sicily, where new mineral
resources have been discovered, and where the mo‘re—than—avcragi
progress made in nearby agriculture has' prodl%ced the © :~;urph£13t
output which creates a local demand for industrial produce. In fac
it is not at all difficult to explain the progress made, during the

. ; DT
1950’s, in ifdividual areas of the South in terms of the * Classical ™

theory of industrial development. o _

Some readers may object that the zonal d{ffcrcnccs 1n‘the con-
tractual wage rates are not the same as those in the c’ﬂcctwc rates.
Here we must make a distinction which is important in connection
with various aspects of the Southern problem. The Southern
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worker’s ratc of pay has in the past varied markedly with the size
of the employer. It seems to be broadly truc that, while in the
North “industrial ” firms (I am nat referring to artisan units)
both big and small have respected the terms of collective contracts,
in the South large firms have respected them, but the smaller ones
have not. A rough check on this point is provided by the Ministry
of Labour figures for hourly earnings, (These are given us by
Regions and not by Provinces). If, for cxample, we examine
the figures for the chemicals industry, where the unit of enter-
prise or of production is everywhere large, it does not appear
that the effective zonal spread has been greater than the contrac-
tual one. Much bigger discrepancies are detectable in industries
where the size of the establishment is less uniform. The figures
are not, of course, perfectly comparable from one Region to
another, especially because of differences in the proportion of
overtime and in the proportions between the numbers of workers
in the different skill grades. But even if we make allowance for
these factors, it seems fair to conclude that the spread in the de
facto rates did not markedly diverge from that in the minimum
contractual rates, so far as large firms or establishments were
concerned. Workers attached to such establishments in the South -
were, that is to say, recently earning between 50 and 100 per cent
of what workers of similar skill and occupational grade were
earning in the North. It was in the small firms, “industrial ® as
well as artisan, that the low-paid Southern workers were to be
found. They were in the past a majority; and many of them were
very pootly paid indeed.

The zonal pattern of contractual wage rates has recently
(August 1961) been revised. The new agrcement makes a much
clearer-cut division between Northern and Southern provinces than
the old one did. 'The maximum gap, or that by which the rate in
the lowest-paid zone (Zone VI), now containing more than twent
Southern provinces, falls short of the top rate (applying to the
province of Milan) will henceforth (10) be 20 per cent. The
rate in these Southern provinces will, however, be only 13-15
per cent below the rates in the dulk of the Northern provinces, since
the rates set for the latter are in most cases 5-8 per cent below

{10) Some of the new rates will come into force by stages over the next twe years.
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the top rate. For the remaining Southern provinces. (with 'the
exception of Naples which occupies as before a special position)
the rates will be 10-15 per cent below the top rate, and 5-10 per cent
below the rates in the bulk of the Northern provinces. (Bari and
Taranto belong to this second Southern group). Zenal IdIffCI‘E:IICCS- of
this size are not, I believe, large by the standards of otber countries.

Industrialization of the South obviously means establishing
more of the modern industry in which the units are of l.argc or
medium size, and in which the contractual wage rates, or in some
cases rates higher than these, must be pgid. It .df)f‘.:s not mean
creating more of those artisan, or near-artisan activities in which
the levels of remuneration are now usually far below the COIltl'ElCtl:lal
rates. And it is to be expected — and desired — that th.e big
disadvantage hitherto suffered by many of the Worker_s in "thc
smaller “industrial ” establishments, as well as by those in artisan
firms, in small trading units, and in agriculture, will be correct(.:d.
In other words, one of the ultimate effects of Southern poh.cy
‘must be to remove the dualism in earnings levels which prevails
within the Southern economy as much as between it and the
Northern economy. - - '

A point to notice here is that, as a matter (_)f simple arltlhmetm,
the zonal pattern of industrial wage rates conm.derably restf'lcts_ our
freedom of choice between what I called previously the “major
and “minor “ aims. It practically obliges us to opt for the former.
Part — so far it is only a small part — of the worku?g popllalatmn
in the South already enjoys “ approximate income parity ”. with ic
working population in the North. And progress towards mdustrlald-
ization in the South essentally means increasing the nuinbcr-s in
this category. But this in turn signifies that, unles.s thc- major
aim is achieved for the South as a whole, dualism in income
levels within the South cannot be overcome.

9. The Prospects for the 1960's ond Beyond

: 13 M "ok '18 let us

Always assuming, then, that the “ major aim prevails, let
now cons?dér how the terms of the problem, Wh‘lch is essentially
that of filling the food gap in the South, are likely to change

over the future.
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In one respect, certainly, they will be more favourable during
the next decade than they were during the last. For as income rises
further, the proportion spent on food falls. In the hypothetical
situation depicted in Table 1 above, the achievement of “ approxi-
mate income parity ” between South and North by 1970 would
imply an increase in the South in food consumption per head
between 1960 and 1970 of only 33 per cent (instead of the 47 per
cent ‘increase that would have been involved in reaching “ approxi-
mate parity ” between 1950 and 1960). The food gap is smaller,
then, in this new hypothetical situation than it was in the previous
one. On the other hand, we should recall that the definition of
“ approximate income parity ” used in the table implied bringing
per capita income in the South to only s per cent of that in the
North. In view of the new zonal wage structure, this ratio is
probably on the low side; one of 85 per cent might be more
appropriate. But this would ceteris paribus (11) give us an increase
in food consumption in the South somewhat higher than the
figure just mentioned. '

At the same time we are confronted by a big question mark
concerning the prospects of filling this food gap. A first doubtful
point is the rate at which the output of agricultural produce in the
South will increase over the next decade. What matters in the
present context is, as I said previously, the rate per head of the
whole Southern population. Part of the problem therefore consists
in the pace at which this population continues to grow. The
progress — not all of it due to investments — made by Southern
agriculture during the 1950’ was undoubtedly exceptional by past
standards. Granted that some of the investments made during
these years have not yet yielded their fruits and will begin to do
so only in the ’sixties, it may yet be optimistic to expect the rate
of growth in agricultural output to be as rapid in the next decade
as it was in the last. And the same holds true for the ratc of growth
in output per head of the population if we assume that the latter

continues growing in the future at about the same pace as in the
recent past,

—_——

(1) ¥ income per head in the North increased less fast than I have assumed, this
would be a factor working in the opposite direction. C
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One of the points raised in the debate on the policy of the
Cassa per il Mezzogiorno was how far the investments H}adc? by
the latter in the agricultural sector during the fifties were ]ust.lﬁ'cd
in terms of what they have added, or will :';de, to the proc_luctw.lty
of Southern agriculture. Some of the contributors to tlhr? discussion
scem to be strongly of the opinion that many of these investments
were not thus justified. It is impossible to demonstrate the validity
of this view on the basis of the data at our disposal. Certainly we
cannot do it by comparing the capital-output ratios for agriculture
and industry respectively, or for South and North, as some of Fhe
Cassa’s critics have done (12)., Nevertheless, much expert opinion
holds, on what are probably more substantial grounds, that so far as
“fixed” investments (in land improvement, etc.) are concerned,
there now remain relatively few unexploited opportunities that are
capable of giving a good yield in the “short pcrlod\ . (I neglect
the suggestion that large investments should be madc.a fonds perdu,
since this conflicts with my general plan of dealing first with
solutions that do not involve subsidisation). - Many of the still
uncxploited opportunities arc of a kind (e.g. reafforestation) which
begin to have an effect only in a fairly distant future. This does
not mean that these investments should not be made. But relying
on them would mean falling back on the “long period ”.solutmn
of the Southern problem. Indeed, as we advance further and further
into the future, it becomes more and more likely tha}t t}_lc pr(.)blcm
will have the “natural ” solution envisaged by Luigi Einaudi.

There are, it is true, other types of agricultu{al investment,
such as those in farm stock, and equipment, etc., which are capable
of giving results in the *short period ”. But some of these cntail
shifts in the “ crop pattern ™ (e.g. from cereals to hve.stock farlmlrllg)
which, in many parts of the South, will become possible only w lin
the number of people living on the land has been reduced to t ;
point where those who remain are relieved of the necessity o
engaging in purely subsistence 'f.arming.. The extent of the mv:lslt—
ment opportunities of this kind is, that is to say, dcp‘f:nglcnt on the
rate of exodus of labour from agriculture. And this is a rnatter
which properly belongs to a later stage of my argument (sce
Section 10).

- - . - b
" {12} "The complicated question of how the profitability of such mvestmen‘@ _shou]d e
calculated is not one which I can examine here,
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A sccond point about which we are in doubt is how far the
emergence of what has been called “a new geographical position
for the South. of Ttaly within the new political and economic world
of the Mediterranean ” can lead to that development of industrial
exports from the South which would allow the food gap to be
closed by imports. It seems to me probable, however, that this
solution too would be a “long”, and not a *short period one.
A reason for so thinking is that the underdeveloped countries of
the Near and Middle East and North Africa are either in the
same “ income stage ” as is the Mezzogiorno, or in a still lower one.
And they are thus faced with a similar problem of filling a food
gap before they can reach an income level at which they can exert
a rapidly expanding demand for consumers’ industrial goods. It
is true that if these countries were the beneficiaries of large “ untied ”
development - loans or grants from third countries, some part of
the relevant funds might be spent on machinery and other producers’
goods manufactured in Southern Italy. 'The rmagnitude of this
factor is, however, diminished by the fact that a good part of
development loans and grants are, in one way or another, “tied ”
to exports of the lender or donor country.

Taking all these factors into consideration, it seems to me
improbable that even the beginnings of the process which would
lead to “approximate income parity * between South and North
will appear in the ’sixties, if the Southern population continues to
grow at more or less the same pace as in the *ffties. The process
might possibly start in the ’scventies, when the various factors
which we have considered all become, perhaps, increasingly favour-
able. We are getting into the ¢ long period ”,

Is there 2 “short cut”? 1 think there is. But this brings me

to what has so far been a highly controversial subject, that of the
internal migration of labour.

10. How “Emigration, Contributes to the “ Natural,, Solution

The above attempt to size up the chances of achieving the
“major aim ” in the “short period ” was based on the assumption
that the South of Italy, with its relatively poor agricultural resources
and poor geographical position, compared with the North, continued
to support the present proportion (37-38 per cent) of the whole



o Danca Nazionale del Lavora i
390 |
I i ' ) to
population of Italy, or possibly a hlgher one (13). I t;:lvang: EZ;V to
consider the role which “emigration ™ from the Squ o y
the North (or abroad) can play in impr‘ovm.g the slt;atmnf. e
The ultimate purpose which the migration of labour fro  the
South to the North serves is to help create the neccsslary struciyu i
i i i -6 above) between the supply o
balance (discussed in Sections 4 \ A N
i i rs’ demand for those goods,
oods of various kinds and consume .
-gr, more specifically, to help overcome }‘ihcsfoolci gapﬁml‘fin}:qast htilli
ho leave the South by
effect as regards the people w. th noving ther
ich is i better position to expand indus
to an area which is in a rial
exports. But it has this effect also for the people Whof St}ily bel;)llr;%
and, since this second effect scems for most §tudt?nts of t 1: F;'Io o
to h’ave been the less obvious of the two, it is with this that I s
be especially concerned here. o B
(gne way of describing the way in which ‘.‘ em1grat10111 t 11;1
proves the development prospects in thhc-(Soutl.l is to sa:ye r; ;a (,:as g
1 lation growth (or, in an extr \
reducing the rate of populatior : an extreme cas
i i the area, it makes the food gap
reducing the total population) in ' .
which l%as to be filled by imports smaller. Alter'n.atlvcly, dwct-n-ltay
‘ igrati i f its effect in raising productivity,
look at “emigration ” in terms o : ]
and income p%:r head among the mass of the agricultural po;l))ulatmn
, - -
in the South to a level at which that ;?opulatlon can - become
consumers on a substantial scale of 1ndustr1a1.p'roduce.h P
There are two processes by which productivity Rerd caTha; ﬁri
the agricultural population in the arca can be ralset. Lhe firt
consists in the investments and tcchrucad. improvemen ?I‘ of whick
we have already taken account in the prcv'lltzﬁ.s scctlon;. 1.Ocec secon
i i i - atio, 'This second p ,
is an increase in the land-labour r jprovess can,
he extent that labour can be dr
of course, take place only to t _ e
i i i ther non-farming activities.
the land into industrial and o e
i the first, so long as employ
second process is thus dependent on : e
for all }Z)f the labour which leaves Southern ag.ncultufie l:iajit:ro e
ithi if the increase in productivits
found within the South. For i ity oo
head of the agricultural population due to the ﬁr.stdproccss nl; z thc;
the rate at which people can be absorbed by local industry a

. : it h: osed that

{(13) In some of the forecasts of future 'popl?latmn movements l:cﬁ:if:gna:u‘?vi -

Southern Italy might (assuming that net emigration from the :)re:ﬂion e hole Toalian

to be an * accepted ¥ average annual lew:rcl) contain a .largerdpesp o see. for example
population in the later decades of this century than it do . _ :

SVIMEZ, Statistiche sul Mezzogiorne, 1934, Table 63). -
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non-agricultural activities will (failing the development of export
markets for that industry) likewise be slow, and so therefore will
be the rate at which they can leave agriculture. This is a vicious
circle. But it can be broken if pact of the labour force in the area
can be drawn off to employment “ abroad ”. The exodus of popu-
lation from agriculture can then be accelerated, the income per
head of those who remain in agriculture can rise more rapidly,
and the local market for industrial produce can expand more
rapidly. In other words, ¢ emigration ” helps to provide the
ultimate “incentive ” to industrialization in the South by allowing
a faster expansion of the local market for industrial produce.

It is thought that during the decade of the 1950’s the labour
force working in Southern agriculture was reduced by several
hundreds of thousands (14). And in the years 1959-61 the exodus
was evidently proceeding at a much accelerated pace. Some of those
who left went “abroad ”; some (a comparatively small part) went
into local industry at good rates of pay; but many went into
artisan and near-artisan activities, or into retail trade, where their
earnings were still very low. For many among this last group the
improvement in living standards was so far minimal. Their
motive for leaving agriculture lay less in the immediate gain in
earnings than in the hope of eventually being able to move on to
industrial or commercial employment in the fuller sense of the
term. The movement out of agriculture must still continue in
the future if the per capita incomes of the mass of the farming
population are to he brought to the desired level, But the problem
is not merely one of finding non-agricultural employment at the
desired wage level for those who still have to leave agriculture
or who will join the labour force for the first time in the future,

It is also one of finding such employment for those who have
already left agriculture, or have already found their first job

outside it, but who are at present working in extremely poorly
paid activities on the fringes of the industrial saciety.

The role of emigration in helping to solve this problem is very
different from what many people have taken it to be, The purpose
is not that Southern Italy should be abandonned as a potential

(14) For Italy as a whole it has been estimated that the net reduction in the agricultural

labour force over the past decade may have been a million or mmore, We lack separate
figures for the South,
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area of cconomic development ”, that it should l_)c “ rcpdcred an
exclusively agricultural society ”, or that “future industrial growth
should be reserved to the North”. The purposc is that the agri-
cultural society in the South should be madc‘rmh enough to b(}
able to support, alongside itself, a fa1r—s1.zcd m_-dustrlﬁl society o
the modern kind (15). It would be an .mdustrlall society catering
principally for a local market, and (iolng so in response tob‘a
“ spontaneous development mechanism ” not dependent on subsi-
0.,
dlsat;?low large would the “ emigration” from t_hc South have_to
be? This is a question to which it is obviously impossible to g11\;e
a precise answer. I do not believe, howev:er, t}'lat tfle extent of tl e
“ emigration ” required amounts to anything like “ mass depopula-
tion ”, It should be remembered here that emigration enters the
picture as a third factor, additional to the two others (i.c. continued
progress in agriculture due to invcstmcnts.and technical ngffsi’
and the development of a limitcd.industrlal export trac.lc) which
we expect to make some contribution towards the s-o_lutlon.b | It ;s
not the only factor at work; but it is one wl'nch is ca[ia ¢ o
providing the additional weight that finally tips the balance in
favour of the creation of an “autonomous mechanism of economic
development ” in the South. NN
Southern Italy is a traditional area of emigration, and 1n
previous periods it remained, nonetheless, a low-income area.
The failures of past history are, however, not;nccess.arlly an omen
for the future. The circumstances at the present time are rr}uch
more favourable to a solution of the Southern problem Obtal'i‘lfld
partly with the aid of cmigration than they were earhclr o_n.'t ?f
higher level of income (and hence lower income  clasticity o
demand for food) already reached, the more rapid rate of pr?gl:ess
in Southern agriculture, and the slower rate of natural popu f'clt;Iu:;n
growth in the area, are all factors which ret}der the extent (1){ r;‘:
emigration required smaller now, in proportion to -tl}c population,
than it would have been previously. At t}'n:: same time the tiltml‘c
rapid expansion of employment opportunitics in Nor;hern ir;l y
makes emigration easier. It is no longer a question of requiring
large numbers of people to move to destinations overseas.

. . ; aged
{15) Tt may be noticed that in Denmark the proportion of the active population engag
in manufactaring industry is about 15 per cent,
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Nevertheless, a stepping-up of the rate of “ emigration ” is
strongly opposed by many “Southernists ”. The percentage distri-
bution of the Italian population between North and South has,
according to the statistics, been remarkably stable over the last
hundred years or so. And many people have come to regard the
proportion living in the South as more or less irreducible (16).
This implies not that they exclude cmigration entirely, but that
they look to it only as a way of counterbalancing the at present
higher rate of natural population growth in the South compared
with the North. They would reject the idea that it is necessary

_ finally to redress a situation, of maldistribution of the population

between the two areas, which has already lasted too long.

According to rough estimates, there has since the Second
World War been net emigration from the South to the North of
Italy and abroad to the extent of about a million persons. The
average annual rate during the ’fifties may have been 60,000 or
slightly more. By the end of the *fifties, and at the beginning of
the ’sixties, however, the annual rate had reached, again accordin
to rough estimates, about double this previous average (17). If this
higher rate were to continue over the remainder of the ’sixtics it
would mean a net exodus over the ten years of between 1.2 and
r.5 million,

It is a guess which I am now making . that if emigration
actually did continue at the present rate over this period, we might
already see, before the decade came to a close, the beginnings
of that process of morc rapid income growth — partly due to
industrialization — in the South which is necessary in order
eventually to bring it to “approximate income parity ” with the
North. But the continuation of this rate would mean drawing out
of the Mezzogiorno by far the greater part of the natural increment
in the population, and in the labour force, of the period.

“Southernists ” cvidently consider such a rate too high. What
most of them would regard as “acceptable ” over the longer run
is probably a rate not much more than half the present rate. They
want not forcibly to prevent emigration (by, for example, re-
introducing the restrictions on internal migration which have

(16) Cf. footnote 13 above.

{(r7) A rough estimate for 1959 puts the figure at nearly 130,000 (See Cussu per #
Mezaogiorno, Sinossi statistica del Mezzogiorno, 1961, p. 4).
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recently been abrogated) but to kcep-it down‘to t.hc “ accc‘ptedh’f
level by a policy of deliberately planning -sufﬁcwnt m_d-ustry inn the
South to hold back part of those whe might otherwise go Noll;tlﬁ
They object to the present rate on various grounds to which I sha
refer in the next section.

11. Problems Connected With Internal Migration

Whatever solution is ultimately found to the Southern problem
will inevitably entail large movements of people from the places
where they once lived to other places. Th'1s' necessity starts with
the exodus from agriculture to other activitics. But cven among
those people who remain in Southern agriculture, considerable
shifts must occur. For, as the exodus proceeds, farm_ labour must
move away from poor areas, or from areas which are still
overcrowded, to fertile plots which have been left vacant, or to
areas which have become relatively thinly populated. This process
of reconstituting farm units in response to the f:hanged lalgm.Jr
situation — or what we may call the “real agrarian reform” in
the South — is likely itself to require spf.:cial measures, such, for
example, as aid to poor families for moving, new credit arrange-
ments to enable small farmers to purchase farm stock and even
lIand, and so on, .

If to the shifts that are necessary within agriculture we add
those between agriculture and other activities, it appears probable
that, before the Southern problem is solved, some millions of peolﬁc
will have had to change their place of residence and va;ork. The
total movement in all directions must, in any case, far excefid
whatever part of that movement is directed to the North of Italy

nd abroad, _

) Many of the problems associated with such shifts of population
arc present as much when the shifts take place _Wlt}nn‘ the geogra-
phical area which is called the South as when they involve crossing
the “border ” to the North of Italy. e

One of the objections that is raised against e_mIgratlonf
is that it takes off a larger proportion of the productive pgrllt o
the population than of the unproductive part. This f1suvfnaunt gei:
problem of the old people, not all of whom W.ﬂl ollow fhett
children even when these have permanently established themseiv
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“abroad ™. This problem is, however, one which arises also with
respect to migration within the Mezzogiorno; and it cannot be
allowed to prevent any movement at all from taking place. The
plight of the people concerned, in so far as it is not eased b
remittances from relatives who have gone away, will have to be
relicved by State pensions and other forms of social assistance.

A second objection is that emigration draws off the people
with the most initiative, thus lowering the average “ quality ” of
the population that remains, and in particular depriving it of its
already small quota of entrepreneurial talent. This view seems to
me to reflect undue pessimism about the “ quality ” of the vast
majority of the Mezzogiorno’s now acarly rg million inhabitants.
It is not as though we were expecting emigration to reduce the
total population -— or even that part of it which is in the productive
age-groups — to a mere fraction of its present level. By far the
greater part would stay behind. Improving the quality of these
people is a matter partly of better educational opportunities — for
which the new school programme must provide — and partly of
better economic opportunitics. And the latter will come as much
from a “natural ” process of industrial growth (which emigration
aids) as from a “forced ” one. It is worth recalling that, up until
a few years ago, it was a widespread notion, both in Italy and
abroad, that Southern Italians did not want to work. Experience
bhas shown that, given the opportunity to work for a reasonable
wage, they are as willing as others. [ suspect that the present
pessimism about the entrepreneurial capacity of Southerners will
be similarly dispelled once opportunities for profitably engaging in
business in the South become more abundant.

A third problem which preoccupies many of the opponents of
emigration from the South is the increasing congestion in the
North of Jtaly. They point in this connection to the measures that
have already been taken in other countries in Western Europe to
deal with the same phenomenon. A few comparisons will help to
put this problem into focus. Even within the ¢ industrial triangle ”,
Northern TItaly does not yet have any problem approaching in
seriousness that of, say, Greater London or Greater Paris. But if
we go outside the “triangle”, and consider the much broader
area of Northern Italy as a whole, the preoccupation with the
problem of congestion seems at present premature. The following
table allows us to make some comparisons between the degrees of
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POPULATION DENSITIES (1) ThaslLE 2
Population Density
(*oo0) per sq. k.
Belgium . 9,129 294
France . 45,_3;0 2;3:
Germany (F.R.) . e e 53,081 o
Italy e e e e 50,708 1
e e s _ ° i
Netherlands . 11,483 il";
United Kingdom 51,985
Regions of Iraly:

. »
Piedmont . 3,290 34:3
Liguria 1.693 i~
Lombardy 7,153

Total of 3 r2,636 231
Veneto . .o 3,(1325 ';’;:;,
Emilia-Romagna . . e 3,003
Total of § 20,216 ar3
g 3,293 143
T'nscany
Latium 3,?2?__-_ 221
Total of 7 27,315 201
101
Other Northern Regions {2} . ”4,332
Total North 31,646 178
53
Campania . 4,;25 ‘i’I :
Abruzzi and Molise . 1,685 e
Apulia 3,¢E§§ iy
Basilicata . A o
Calabria 2,16% L
Sicily . 4,83; iy
Sardinia 1,43
Total South £9,062 155

(1) The figures for the various countries are for clatcs in
H H L]
are the estimates for the de jure or * resident * population at t

the results of the 1961 Census were available,
{2} Valle d'Aosta, Trentino Alto-Adige,

Friuli Venezia Giulia, the Marches and Umbriza.

Source: Central Institute of Statistics, Annwario statistica, 1960

1959 or 1g6o. For Italy t
thgnd of 1959, made before

e

Seme Structural Aspects of the Southern Prablem

397

congestion prevailing in Northern Italy, or parts of it, and various
Western European countries, '

The three Regions of the “industrial triangle ” (Piedmont,
Liguria and Lombardy) taken as a whole have an average popu-
lation density per square kilometre (about 230) which is well
below the average for the whole of England and Wales (about 300).
The five Regions of the “ industrial triangle ” plus the Veneto and
Emilia-Romagna have an average density equivalent to that for
the whole of the United Kingdom, or for the Federal Republic of
Germany, and one which is not much more than two-thirds of
that of England and Wales. The seven Regions consisting of the
previous five plus Tuscany and Latium have a still lower average,

Always assuming that a policy of avoiding further “ congestion ”
in the North of Italy means, first, some sacrifice of potential
national income, and, secondly, the subsidisation of Southern
industry by the North, it seems highly questionable whether
the time is yet ripe for such a policy. The problem of excessive
concentration round particular urban centres is not to be confused
with that of the overall congestion of wide areas. The * decen-

tralised ” expansion of industry is possible for a long time yet even
within Northern Italy,

12. The Alternotives

In the preceding sections I have deliberately concentrated at-
tention on only one of the several possible ways of solving the
Southern problem. The analysis given there helps us, however,
to clarify the implications of other solutions. We may sum up the
main possibilities as follows,

There are, first of all, two alternative ways of achieving the
“ major aim ” in the “short period .

(1) The first way — and the one which T have chiefly analysed
in this article — is via the * natural ” growth of the market for

industrial produce, due to the joint effect of three factors, namely,

further agricultural improvements, some development of industrial
exports, and “emigration ”. This solution presupposes, of course,
that employment opportunities in industry and ancillary activities
in Northern Italy continue to open up in sufficient numbers. They
must in fact be sufficient to accommodate the workers who are

3
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secking to leave poorly remunerated jobs in ‘agf‘lcult?re alzﬂ agtc:lsilﬁ—-
type activitics in the North, as well as the emigrants from the e

This is the solution of the Southezn problem which is compa }ble

with bringing national income close to the maxgnilm. posst1 c;
level, and with building up in the_South a substantia an:loursl ﬁs
industry which, whether it is public or private, canhstanh Obp
own feet. Essentially this solution corresponds to what has éen
called the ® Northernist” view. I leave it to the reader to judge
whether it is inimical to the interests of the South. -

(2) The second way, and the ane favoured by thf: « S_outh}e)rmstd
view, is that of “ forcing ” the growth of Southern 1_ndust1%rh. fayon
the pace allowed by the natural marlkt?t growth factor, X is may
be accomplished cither Ehl‘Ol.lgh subsidies (larger .‘ﬁlan t g;ehglviré
so far) to private industry in the South or by the bes_gi. 1ts‘ ?cin
of State enterprise, also prcsumabl}f 'dcp.oendent on subsidisa 1o]t,

- combination perhaps with the subsidisation of Southerp agmcEJ urbe.
All these forms of subsidisation must, of course, be paid for by
the North, . e

(3) A third possibility is to try to _achlcve oniy the * m_mort
aim in the “short period ?, and to wait for the “major ‘almf 0
be reached in the “long period”, as the result here again o ha
“natural 7 process. The latter woxflld in this case be due t.oht e
first two of the three factors mentioned under (1) .above, without
the aid of the third, and would hence bfa slower in its effect.. f

- It has been suggested in private circles that thc:.rllleccsmty U(})lt
subsidising Southern industry on a larger scale than hfﬂ_t crtohptlb !
to be openly recognized and acceptec‘i as a means oh reac g;%ed
speedy solution while at the same time avoiding w f}t.Lls ca led
“ mass emigration ”. ‘This line has not so far been .exp‘m}ty asen
officially, although we cannot, of course, ‘know how far 1thls i e
in the statement that public enterprise (m the fort-n of the az;lmb
a partecipazione statale) can play a special role in the South by

virtue of the freedom which it enjoys to make a “ different valuation

of economic advantages” than has to be made by private enter-
rise (18). . . o _

P The amount of subsidisation required might in fact bct h\;;y
substantial for a long time ahead, say the l}cxt tw?.lntvhor“ lon)-f
years. It would, that is to say, continue high until the g

(18) Cf, the s.peech of Signor Giulio Pastore before the Senate, May 1o, 196T.

Y
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périod natural solution ” eventually came into play. (I am here
abstracting, however, from the tendency of subsidies, once granted,
to stick). To the outlays on subsidies to industry (and agriculture)
would have to be added — as further social costs to be borne by
the collectivity — a number of iterns which must in all circumstances
be met, no matter which solution of the Southern problem is
chosen. And it is a perplexing  question whether the Iralian
cconomy — with a national income per head that is still low b
Western standards — can afford all of these “transfers” of
income. It is the more perplexing if we consider that the solution
of “ forcing” industrial development in the South will make the
total Ttalian national income lower than would the alternative
solution of the “ natural ” industrial development, in both parts of
the country, which would be associated with the migration of
part of the Southern labour force to the North,
~ An important part of Southern policy is common ground
between the various groups. Both “ Southernists ” and “ Northern.
ists " agree as to the primary importance of one big item of public
policy: namely, the school programme. A similar coincidence of
views can probably be reached concerning the necessity of a second
big item. Tt is that of filling the most serious gaos still existing
in the so-called “infrastructure ” of industry (as, for examvle, in
the transport and communications sectors)  without, however,
engaging in premature construction work for which the need and
the approvriate location will manifest itself not in advance of, but
only contemporaneously with, industrialization and the re-shaping
of agriculture. About the necessity of a third item of public
intervention there is probably also a fair measure of agreement
various forms of so-ial assistance may be required to facilitate the
necessary labour shifts, and to attenuate some of their social effects.

These three items may be regarded as constituting a minimum
programme of government intervention in the South, Even this -
minimum  programme s, however, a substantial one. Even the
“ Northernist view, in other words, allows for a wide measure
of public aid to the South.

13. Summary

In this article I have discussed one element, namely the Jack

- in the South of Italy of a large enough market for industrial
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produce, which has up to pow, I believe, been a miss@ng llpk
in the chain of aids and incentives to the process of_mdustrla.lhzatlon
and income growth in that area, Government 1ntewc:nt%oxcl1 can
supply this link only at the cost of subsidising Soutl}ernd1n ust}rly
(and/or agriculture) on an increased scale. [ hfwe pointed, on the
other hand, to the role which heavier emigration of labour fror_n
the South to the North of Italy can play in helping to s?pply it
without the subsidisation of Southern industry. Certain .‘ social

costs are involved: but these are not all peculiar_ to this sol-u‘f,lon of :chc
Southern problem as opposed to others. This “ natural so'lutu;ln
can also be a quick one, provided conditlons_ are favourable to the
rapid expansion of industry in the North, with the better opportu-

nities which that area enjoys compared with the South for exploiting -

export markets. _ ,

As thus seen the Southern problem merges with Italy’s general
cconomic problem at the national level. A quick apprqach to full
employment of her labour force — implying the creation of ne;zv
jobs for the millions of ander-cmployed workers and not merely
for the much smaller numbers of the #nemployed -— depends on
{taly’s maintaining, ovet the next ten years or $o, an exceptionally
high rate of expansion of industrial output and exports. In the
carly post-war years it was legitimate to regard the shortage Ef
capital as setting the limit to the pace of this expansion. I')umng(r1 the
last few years, however, capital has clearly ce.'flsed to be the immediate
limiting factor, The pace is at present high in absolute terms.
It is, nevertheless, below what would be allowed *1;}}(1 the now Htlﬁrc

ic capital supply, foreign and domestic. The many other
E:\istgfs wf}:ich affcrftJ }iit are, l%owevcr, a subject which falls outside
the scope of this article.

Zurich, July-August 1961 Vera LuTrz
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