Recent Trends of Private Consumption in Italy
and Estimates of Probable Modifications in its
Pattern for the Years 1965 and 1970 )

I. The period after the end of the Second World War was almost
everywhere characterised by a remarkably rapid increase in private con-
sumption. This rise was at first stimulated by the necessity to return to
a normal standard of living after the privations of the period of hosti-
litics; in several countries of the Western World, however, and in par-
ticular in Austria, France, Germany, Greece, ltaly and Luxembourg, the
movement has continued into the period following the years of post-war
reconstruction,

The increase was particularly marked in Italy, where private con-
sumption expenditure at constant prices (1954 lire) rose from 7,243 bil-
lion lire in 1950 to 10,122 billions in 1958 — the average compound rate
of increase being 4.3% per annum. Since population in the same period
grew at an annual average rate of 0.4-05%, the increase in per capita
private consumption after the end of the period of reconstruction was
3.8% per annum (1).

To have a more immediate idea of the significance of these rates
for the Italian economy, it is sufficient to recall that, in the period from
the Unification of Ttaly to the eve of the Second World War, as a result
of the slow growth of income, aggregate private consumption had in-
creased only at an average annual rate of 1.1-1.2%, and per capita con-
sumption at a rate of about 0.5% (see Table 1). At the same time, in
those countries which had fully experienced the industrial revolution,

# This article slighdy modified, is the first part of a study entided: Sma sui consumi
privati in Italia nel prossinio decennio (Estimate of private consumption in Jtaly in the next
ten years) which is published by SVIMEZ (Associazione per lo sviluppo economico  del
Mezzogiorno - Centro per gli studi sullo sviluppe economico), A. Giuffré, Rome, 1960,

{1) I we consider the whole pericd since the end of the war (1946-1658), the per capita
increase averaged 5.7% a year. This compares with an annual average rate of o.9% for the
analogous petiod (12 years) after the war of 1915-1918.
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consumption had expanded rapidly following the growth of income, and
its pattern had undergone considerable changes, particularly after the
beginning of this century: the proportion of expenditure on prime neces-

THE INCREASE IN PRIYATE CONSUMPTION IN ITALY Tasrn x
BETWEEN 1861 AND 1958 (a)
Private consumption Anfiual average rate of Annual average rarte
expenditure indices private total consumption of private per capita
{1861-70=100) expenditure consumption  expenditure
Period hetween between botween bt
Total Per capita ﬂ;sdﬁxéggh each periods azﬁlﬁ I;Zgh eadr]: ‘;‘:ﬁmd
value value (b) of the other :mc} the pre- of the other and the pre=y
periods Violls one pericds ¥Yious one ¢
Bery0 . L, 100 100 — —_ - —
Byr-80 L L 108 101 0.75% 075 0.10 0.10
1881.g0 . . . 113 99 0.61 0.46 —0.04 — 0.1 G
891900, . . 120 99 o.62 o.6g —0.04 .
1go1-10 . . . 145 112 0,94 1.90 0,29 1.33
igir-20 . . . 173 124 IR 1.75 0.44 1.03
- IG21-30 . . . 206 141 1.21 .75 0.57 1.22
1931-40 . ., 225 141 1.16 0.8y 0.49 0.02
1941-45 . . . 179 106 0.75' —2.99 c.08 —3.39
194656 . . . 233 134 1.03 5.47 0.36 4.82
g51-58 . . . . 332 184 1.36 5.57 0.68 4.93
950 . . . . a5a 153 1.x8 — 0.50 -—
1954 . . . . 325 175 134 4.72 0.66 4.08
1958 . . . . 378 - 205 145 3.82 0.78 3.31
Variations :
1g50-58 . . — — —_ 4.27 - 377

{2) The data nsed in this table are expressed in terms of constant prices (1938 lire) and
are drawn from the following sources: ISTAT, Indagine Statistica sullo Sviluppo del Red-
ditp Nagionale dell’Italin dul 1861 o 1g56, Annali di Statistica, Series VIII, Vol, 9, Rome
16575 ISTAT, Sommario di Statistiche Storiche Italiane 1861-1955, Rome 1958; ISTA’I", Corm-

pend:q Statistico Italiano 1949, Rome, 1659; Comrrato DEF Miwister per 1. Mezzoclomwo,
Relazione al Parlamento, Rome, 1960,

(b) C-alcula.tcd on the basis of present population.

sitics, and above all on foodstuffs, had gradually decreased, while con-
sumption of goods and scrvices characteristic of a very high standard of
living had become progressively more important (2). This was not the

(2) Sec in this context: B.C.E. Etude sur Iz situation beonomique de VEurope en 1958,
Genova, 1959, Chapter V,

A
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case in Italy where, owing to the almost stagnant level of per capita
consumption, the pattern of expenditure remained unchanged; for cighty
years, that is to say from the time of the Unification oawards, about two-
thirds of total expenditure — with the exception of some variations due
mainly to changes in relative prices — were devoted to foodstuffs,
beverages and tobacco.

On the eve of the Second World War, per capita expenditure on
private consumption in Italy was barely more than 55% of the average
for all present O.E.E.C. countrics; this appears even more striking con-
sidering that the average includes countries where the standard of living
is lower than in Italy (Eire, Turkey, Greece, Portugal).

In the post-war period, after the completion of reconstruction, Italy
enjoyed a remarkable growth which stimulated an increase in per capita
consumption expenditure: The latter has not only been, as we have said,
appreciably higher thap in the past, but also one of the highest in the
Western world. This rapid rise in consemption has been accompanied
by an even greater risc in gross fixed investment, the per capita volume:
of which increased, as may be seen from Table 2, at an annual average
rate of 7.5% between 1950 and 1958 (3).

In this stage of development, the Italian economy has begun to
experience that process of substantial change in the pattern of consump-
tion expenditure which had already taken place in industrialized coun-
tries some 5070 years before; if, as is to be expected, the national income
keeps growing steadily, this process should gradually acquire momentum
in future years,

This study has accordingly been undertaken in order to provide some
estimates of the probable evolution of demand for private consumption
in the next decade, taking into account the influence of the level of

(z) It is useful to remember that the share of available resources devoted to capital
formation has been higher in the post-war period than on the past. This may be seen from
the following data — drawn frem the same sources as those referred to in note (a) to
table 1 — which express gross capital formation as a percentage of gross available resources
(in the sense of the Italian national accounting system),

Period A Period %
1861-70 8.29 1931-40 17.26
1871-80 . 8.23 1941445 1004
1881-go 10.%73 3946-30 19.25
rg1-1900 9.07 1951-54 1935
IGOI-I0 14.07 1955-58 22.14
I9EI-20 8.03

1g21-30 15.83 1951-58 120.88



442

income (or of total consump

itself.

Banca Nazionale del Lavoro

tion cchnditure) on the pattern of demand

IL. The projections in this paper have been obtained by the use of
some consumption functions which have been empirically determined

PRIVATE CONSUMPTION AND GROSS FIXED INVESTMENT

TasLE 2

IN SOME WESTERN COUNTRIES IN THE PERIOD 1950-1958 (a)

Country

Austria . ,
Belgium ., ,
Denmark
France , .
Germany (F.R.) ,
Greece {b) ,

Italy .
Luxembourg (by ,
Netherlands
Portugal {¢) .
Sweden .
United Kingdom
Canada .

UsA

Ratio of private consump- Ratio of gross fixed, -__VA*W:EJJ;‘TEE_
tlonr to gross resources investment to gross capita increase per year,
for internal use resources for internal use | for the periods 1950-1958 - |
% o % % Private Gross fixed
1950 1958 1950 1958 consumption | investment
68.43 64.63 19.24 22.10 454 7-13
7471 73.20 15.76 15.56 117 1.27
68.04 69,55 16.82 18.p1 1.04 .71
66.47 65.13 16.80 18.24 3.50 4.85
60.x3 62,10 19.91 22.43 6.27 - 7.43
68.74 Y151 I5.43 14.03 5.08 3.08
71.%8 66.65 17.14 21.06 3.77 2.4
60.04 61.94 24.68 .| 24.49 4.32 374
62.01 63.43 15.86 22.52 2.03 3.35
73.94 74-87 13.08 15.18 347 5-84
66.31 61.86 19.42 21.41 .74 3.88
7171 68.49 13.58 15.59 1.52 3.88
64.50 64.34 21.98 24.04 1.52 2.71
67.46 69.12 17.79 15.62 1.io - 0.48

(a) The data used in this table are ¢xpressed in terms of g5y

from the OEEC, Stetistical Bulleting of the OEEC, General Statistics 1960, no. II. It should,

prices and are derived

however, be remembered that gross resources for internal use are defined according to -the

system of accounting for national income adopted by that organ

isation,

(b) The data for Greece and Luxembourg refer to the period 1950-1957,
{c) The data for Portugal refer to the period 1952-1958.

using two different sets of statistical data, viz: (a) the results of an
Investigation into family budgets carried out in 1953 on

“households ™ (* famiglie naturali " (4),

(4) Houscholds (f
same roof, ifrespective
who normally form part of the
Institutions such as orphanages, b

a sample of 1599

which may be considered suf-

amiglie naturali) are made up of zll the people who live under the
of the relationship between them. Servants, boarders and all those

“family ® are considersd to be members of the household,
arracks, schools etc. {* convivenze stabili ¥} are not included,
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ficiently representative for the purposes of the investigation; (b) time-
series drawn from the data of national accounts for the period 1950-1958.

These functions establish some rclationships between per capita ex-
penditure on certain categories of goods and total consumption per capita.
In other words, the variable determining the possible levels of consump-
tion of the various categories of goods and services is taken to be pet
capita total consumption expenditure alone, After careful consideration,
the adoption of other independent variables was decided against for
numerous reasons: for example, relative prices were not introduced in
the time series analysis owing to the limited number of observations avail-
able, and they would have had no significance in the study of family
budgets (for, in this case, price differences can be assigned to distribution
costs or to the quality of goods and services consumed); on the other
hand, other explapatory variables, as for instance the average size of
family, the distribution of its members by age or sex, etc., which might
have been relevant in the family budget analysis, were not considered
to be determining factors for the purpose of the projections.

It was thought better, for two sets of reasons, to adopt total con-
sumption expenditure per capita instead of income per head as the inde-
pendent variable. () Firstly, in investigations carried out by means of
family budget surveys, it is very difficult to determine total family income;
in this field, therefore, much more significant relationships can be obtained
by working with total consumption expenditure. (b) Secondly, the rela-
tion of the consumption of a single item to total consumption appears
to be more stable than that it is to income because of the variations pos-
sible in the marginal propensity to save resulting from unforeseable causes
connected with economic policy.

It appears to follow from this that, in a situation such as that of
Italy, with per capita consumption still at relatively low levels (in spite
of the considerable increase over the course of the last few years), pro-
jections of probable changes in the pattern of consumption should allow
for both those elements of qualitative substitution stressed by the fune-
tions derived from family budgets, and those dynamic elements which
are always included in the analysis of time series, though ofily implicitly
if the functions contain a single independent variable, Since, however,
the phenomenon of qualitative substitution rapidly exhausts itsclf beyond
certain limits, it was thought that it would be useful also to make a
special study of the data drawn from the family budget survey in order
to determine some s-shaped (sigmoid) functions which have recently aroused
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some interest because of their characteristic of not exceeding certain levels,
called “saturation levels”,

In conclusion, the projections for the years 1965 and 1970 are founded
on three sets of functions, of which two are derived from family budgets,
and one is obtained from the analysis of time series. The projections
made with these three types of functions, which incidentally did not
present important differences, have been combined so as to obtain, for
cach of the two projection years, a single series of estimates in which
all the factors mentioned above are accounted for.

In order to determine total per capita expenditure on consumption,
to be used for 1965 and rg70 as the independent variable of the functions
adopted, some hypotheses have been introduced as to the projected increase
i gross resources available for internal use, the probable changes in the
propensity to consume and the increase in population. In this connection,
the fundamental hypothesis of the Schema di sviluppo dell occupazione e
del reddito (The Vanoni Plan), according to which gross income will in-
creasc at a rate of 5% per annum until 1964, was accepted for the period
to which the scheme refers, For the following years, on the contrary, a
rate of increase of 4.5% was postulated. Considering the recent changes
in the structure of the Ttalian halance of payments, it has been assumed
that such rates can provide a sufficient approximation of the future growth
of gross resources available for internal use {3).

With regard to private consumption, the hypothesis has been made
that its average ratio to gross resources for internal use would gradually
fall from 69% in 1958 (calculated on the basis of 1954 prices) to 65.4%
in 1965 and to 64.8% in 1g70: thus, the marginal propensity to spend
on private consumption would be 52.6%, during the first period and then
rise to 60.8% during the second. -

For population, various projectians have been made, based upon
different hypotheses; among the various results obtained, the estimate
that existing population would inerease at an annual ayerage rate of
0.42% between 1958 and 1963 and of 0.33% between 1965 and 1970 was
considered sufficiendy realistic. :

On the basis of these hypotheses, per capita expenditure for private
consumption in the period 1958-65 would show an average annual increase
of 3.69¢ — that is, one not much lower than that in the eight years after
the end of the reconstruction period; in the following period, 196570, the

{5} According to the Italian convention of natiopal accounting.

e .

fabr

—
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rate would increase slightly, reaching an average level of 3.8% per year.
Per capita consumption expenditure during the period is shown below :

Values Expressed in
Year
1953 Lire 1954 Lire 1958 Lire
1958 203,730 207,057 223,095
1965 263,617 266,117 285,339
1970 320,375 321,544 342,172

III. The final results of the projections made according to the criteria.
put forward above are presented in Table 3 for each of the fourteen classes
of expenditure of the classification system adopted in Italian national
accounting. As may be seen from the table, and in particular from the
indices shown in the last two columns, the pattern of expenditure should
undergo important changes in the next decade: food consumption should
grow at a rate lower than that of total expenditure whereas demand for
other goods and services should evidence a remarkable development.

~ These changes in pattern appear even more evident from the data
of Table 4, which shows that expenditure of food products — which
still represented about 46% of total cxpenditure in 1958 -~ should gra-
dually diminish to 422% in 1965, and to 30.6% in 1970; the average
elasticity of the expenditure on these commodities appears to be 0.65 for
the period 195865 and 0.62 for the period rg58-70 (6). The reduction in the
relative weight of this type of consumption is due to the fact that food-
products compete with each other, since they only satisfy a single need
which, although liable to qualitative changes, is always limited with
tespect to quantity. It is thus very probable that the increase in ex-
penditure under this head occwrring in the next few years will be in
part determined by a change in the quality of the diet; some products
of higher quality will be gradually substituted for others, though the
quantity consumed, at least for certain products, will remain almost
unchanged.

{6) Average elasticity is the ratio between the perceitage increase in expenditure on
one type of goods and services and that of total expenditure (the percentage variations are
calculated at constant prices),

6
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PRIVATE CONSUMPTION. EXPENDITURE PROJECTIONS FOR 19651970 ‘At 3 Taste 4
Pro Capite Expcnlditure COMPOSITION AND BLASTICITIES OF PRIVATE CONSUMPIION EXPENDITURE
Total Expenditure | . ¥ _ IN THE PERIOD 1g58-1970 (2}
{Billion 1958 Lire) Value Indices o
Class (1958 Lirc) - 1958=100 T Average |
R T M T e 1 vome | ' c/, Compositdon Phas it
1958 | 3965 | 1970 | 1938 | 1965 | woyo | 1965 | 1979 ! _ Class . sty
: : 1958~ | 1958-
1. General Food . . .| 4,980 6,058 5,9361 101,872 | 120,382 | 135,602 | 118.17) 133.11 _ 1958 | 1965 | 1970 199565 199570
2. Alcoholic Beverages . 713} 892] 1,041 14,585 | 17,715 20,346 121.46) 139.50 . B
3. Tobacco . . . . . 482 634 769 9,860 12,605 15,028 127,84 152.41 '

.4 Clothing etc, . . . .| 5,140 1,567] 1,952 23,320| 3L.133 38,154 | £33.57 163.61 1. General Foed . . . . . . . . . 45.66| 42.19] 39.63) 0.65 | .62
5. Housing L. 365 495 614] 7.548| 0,844 | 12,010 13042115012 ‘2. Alcoholic Beverages . . . . . . . . 6.54) Gar| s5.95 077 | 074
6. Fuel and Electricity . 290 403|507 5932 80141 9,922 13509 167.26 3.TObACCO « .« . . e e e e 4.42|  4.42] 4.39) 1.00 | 0.98
7. Houschold Durables 240| 368] 497 49tC| 7.304 9:726 | 148.96| 198.09 4 Clothing . . . . . . . . . . .7 | 1045 I0g1 XLI5| F.20 1.19
8. Non-durable House- | 5. Howsing . . . . - . « « « .+ . . 3.38| 3-45{ 3.34| .09 | L.IO

bold Goods and Per- 2.6 o ' 6. Fuel and Blectrieity . . . . . . . . 266! 2.81] 2.90| 1.26 | 1.26
sopal Services . 399 so4)  6Bor 8,162 10,009 11’759 122.03) 14407 7, Houschold Durables . . . . . . . 2.20] 2.56] =2.841 nys | T.84

g. Expenditure on Health . 8. Mon-durable Houschold Goods and Per-
and Hygiene . . . . 397 530 651 B121) 10,531 12";31 129'62 ;26 Z7 sonal Services . . . . . . . .+ 3.66] 350 3.44| 081 | 0.83
10. Transport . <o 761) 1,259 1785 15,567 | 25,016 32, 90 160.7 22'23 g. Expenditure on Health and Hygiene . . 3.64| 3.69 3.72{ 1.06 | 1.06
a) Purchase of Vehicles 134| =221 3e7] 2,743 4:305 ,202 | 160.33) 220.29 | 10. TEDSPOLt .+ .\« .+ . e e e . 6.98 8.7 1o.xg| 2.8 | 233
b) E;fleff an_at't: Ve- 245 631 916 7,087 | 12,527 18,28y | 179.51} 259.13 7 . ) Purchase of Vehicles . . . . . . r.23]  1.54| 1.81] 2.16 | 2.37
¢ All Othc'tr Means of | . b) Use of Private Vehicles . . . . . | 3.16] 439 5.34] 278 2.98
Transpart . . o+ - 2821 4o07] 5320 7.507| 8,094| ro4or)140-31 180.29 ' ¢) All Other Means of Transport . . . 2,59 284  3.04] 145 | 151
pmmunications . . ror] 1590 236 57691 3.347 4,612 | 162.00 223.25 11. Communjeations . . . . . . . . . 0.93 1.1 1.35| 2.22 | 2.31

11, ’C 1 8 7 3 3 .
12. Hotels, Restaurants eic. 303 428 545/ 2,066 8,496 | 10,650 137.0 171.83 12. Hotels, Rest_aurants BLC. .« . . . . . 2.78]  2.08] 3.11| 1.33 1.35
13, Entertainment . . . 556| w89l 1,013 6,198 | 15,686 | 19,801 137.91 I7f'°9 13. Entertainment . . . . . . . . . 516 gsol S99 .36 | 1.39

a) Books and Newspa- p < 165,86 a) Books and Newspapers . . . . . . .71 1wg  1.B6] t.20 | 1.23
pers . . . . . - 187 257 325| 11,374 5,199 1344 | 133.30) 165 b) Cinemas, Theatres, Sport etc. . . . 2.00,  2.04] 224 1.31 | .35
b) gmtmatsa Theatres, 218 of 292 3,825 6,091 7,663 136.56| 171.81 c) Other expenditure of a recreative or
<) O}:ﬁg zxc'cgdi;ur;: of } cultural pature .. .. - e 1.39] r.37| 1.6g 1.62 | 1.64
: N recreat?vc and cul- 4. Other Goods and Services . . . . . . 1.60] 1.84] =z.03] 1.67 | 1.96
waral nature . . . 151 226 295~ 4,460] 4,486 5,794 145-22 187.57 i~ B
- ' . Total . 100.00; T00.00| 100,00 1,00 | 1.00
14, Other goods and ser- .
* vices E e e e s 175 264 1353|3082 5,245 6,944 | 146.51| 193.97 i ¢
’ 0.q06| 14,360| 17,502| 223,095 | 285,339 | 342,175 | 127.90 15338 () Percentage composition and average elasticities are calculated on values cxpressod
Total . . | 10,9 43 7:5 3:00 p g p
|

in 1958 lire.

On the other hand, consumption of non-food products and O,f ser- urgent than that for food — this being another reason for the more
vices is qualitatively more differentiated, and will become more §0 1 the rapid growth of nondfood consumption, Aq indirect factor contributing
future as a consequence of technical progress and it is directed to the : to this movement is the so-called demonstration effect, which, other con-
satisfaction of wants which are in great part complementary rather than

competitive : hence its saturation level is much higher than that of food
.products. Tt should not, moreover, be forgotten that when disposable
income increases individuals tend to satisfy to a Jarger extent needs less

ditions being equal, affects especially non-food consumption; technical
g €q pecially ptioi;
progress, which provides the consumer with new products and services,

thus leading to the “creation” of new wants, has an influence in the
same direction.
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The substantial difference between the increases in the consumption

of non-food goods and that of food products also appears from Table s,

which summarizes, for some of the principal classes of goods and services,

. the changes which took place in the eight years between 1950 and 1958,

TasLz 5

CHANGES IN PER_CAPITA PRIVATE CONSUMPTION EXPENDITURE
FOR THE MAIN CLASSES OF PRODUCTS IN THE PERIOD 1g50-1958
AND PROJECTIONS FOR 1965 AND 1970

Average annual rate

Indices (1950= 100) of increase (%)

Main Classes

1950 | 1958- [ 1965-
1950 | 1958 | 1965 | 1970 19958 1960 | 1970

A. Food products {a) . . . 100,00l 129.58| 153.12| 172.48| 3.29 | 2.4 | 2.41

B. Other goods and services . | 100,00 137.43| 187.01} 234.19| 4.05 | 4.50 | 4.60
of which:
Clothing, etc. , . . . . |1o0.00( 117.74] 157.19| 192.63| 2.00 | 4.22 | 4.15
Fuel and cleciricity . . . |r1oo.oo| 188.10|245.10| 314.62{ 8.22 | 4.39 | 4.36
Household durables . . . |100.00( 177.55 264.48| 351.71| 7.44 | 5.86 | 5.87
Tramsport . . . . , . |100.00[206.36|331.62|462.51| 9.48 | 7.01 | 6.88
Entersatnment . . . . . |roo.0o| 138.16] 190.54| 240.52| 4.12 | 470 | 4.77

(2) Excluding tobacco and alcoholic beverages, which are included in the class “ Other
goods and services ™,

and which are also likely to take place in the period of the projection.
Taking the per capita expenditure as 100 for each class of goods and
services indicated in the table, the corresponding indices at the various
relevant dates have been determined; in order to make the comparison
easier between different time intervals, the average compound rate of
increase per year for each class has also been calculated.

From Table 5 it may be seen, first of all, that expenditure on food
products — which still represents, as has been said above, a large pro-
portion of Italian total consumption — should increase during the period
of the projections at an average rate of 2.4%, per year, at markedly lower
rate, that is, than that of the last few years (3.3% between 1950 and 1958).
Since expenditure on foodstuffs will increase, as has been said, propor-
tionally less than overall expenditure (which should grow at 3.6% per
year in the period 1958-65, and at 3.8% per annum in the following

R et T Rt e G st s R s A G AR e LRSI i
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period), the rise in total mon-food expenditure will be comparatively
greater. ‘The latter, in fact, should grow at an annual average rate of
4.5% in the period 1958-65 and of 4.6%, in the five years from 1965 to
1970; it must be rememberd that the rate of increase in the period 1950-
1958 was about 4% per year.

Of the various classes of non-food expenditure, #ramsporz should
show the greatest ircrease in expenditure in future years. Expenditure
under this head, which includes that for the purchase and use of personal
vehicles as well as that for all other means of transport, will increase at
a rate of about 7%, per year in the period 1958-1965 and of 6.9% in the
following one. These rates should not cause surprise: it must be remem-
bered that the average rate of increase in the last eight years was 9.5%
per year. In these years, expenditure for the purchase of wvehicles has
more than doubled (%) while expenditure on vehicle-use — owing both
to the rise in the number of vehicles (8) and to their increased use —
has quadrupled. The increase in expenditure on other transport services
— which includes expenditure for all other means of transport, by land
(local and long distance), air and sea -— has on the contrary been smaller
(32.6%). Expenditure for vehicle-use should also increase in the future
at a higher rate than that for the other two items included in this class,
but the difference between the respective rates of increase will narrow
considerably.

A further class of expenditure which, according to the projections,
will show considerable growth over the period is that of Aousehold dur-
ables. The elasticity of consumption of these products is rather high in
Italy, as in other countries; moreover, comparing the levels of expenditure
actually attained in Italy with those of almost all other European countries,
it scems clear that a considerable expansion is to be expected in this
field. Between 1950 and 1958, expenditure on such goods showed an
overall increase of about 78%, with increasing rates of growth. Such
an expansion is largely due to the more and more rapid diffusion of
domestic electric appliances in general and of radio and television sets
in particular (g). As regards future years, the results of the projections

(7Y New vehicle registrations have increased from 79,826 in 1950 to 20g,215 in 1958,
(registrations with the P.R.A., the Italian official licensing bedy); A.C.I, (Italian Automobile
Club) Statistiche Auromobilistiche 1958, Rome, 1950.

{8) Vehicles subject to the circulation tax increased from 342,021 in 1950 to 1,392,525
in x958. A,C.I. Smistiche etc., op. cit. '

(o) According to available statistics, wireless licences increased from 3,135,195 at the
end of 1950 to 7,138 at the end of 1958, with an average annual increase of 10.8%. Televi-
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show, for this class, an average rate of increase of 5.9% per annum, as
against the average of 7.4% in the period 1950-1958.

Expenditure on entertainments will also increase, over the period,
more than proportionally to total consumer expenditure. This class
includes, as is known, expenditure on cinemas, theatres and sport, on
various other entertainments and on the purchase of books and news-
papers. Between 1950 and 1955, expenditure under this head showed a
remarkable expansion, with an overall increase of about 35%; in the
following years, on the other hand, the rate of increcase fell noticcably,
probably as a result of the spread of television so that in 1958 the increase
over 1950 was 38.2%, corresponding to an average compound rate of
4.1% per year for the whole period. :

This class of expenditure, however, having rather high elasticities,
will probably rise shortly in the future, though still presenting more or
less marked oscillations, The rate of increase for the projection period
comes out at 4.7% per year. _

Expenditure for fuel and electricity will probably also show remark-
able increases in future years. Various factors have contributed to the
considerable rise which has occurred in the past, and there is no reason
to think that the same factors should not also exercise some influence
in future years. One cause is to be found in the -great expansion of
house-building between 1950 and 1958. Another factor of some relevance
is the shift in the sources of encrgy used domestically: the proportion
of energy-needs satisfied by the use of poor-quality fucls (such as wood)
has fallen noticeably in the last few years — and will diminish further
in the future, especially in the towns — in favour of more expensive
sources such as coal, fuel oil, electric energy and liquified gas. As far
“as clectricity, in particular, is concerned, it is to be remembered that the
remarkable increase in consumption has been stimulated by the gradual
extension of the electric grid to mountain and country districts not pre-
viously served, and by the spread of domestic electtic appliances, especially
in the towns. The projections for this class of expenditure show an
average rate of increase of 4.4%, as against 8.8% for the period 1950-1958.

One class of expenditure, finally, which deserves particular note is
that of clothing. Per capita expenditure under this head shows wide
annual oscillations for the period 1950-1958. These short period move-

son licences, instead, increased from 88,118 in 1954 — the year in which regular transmissions
began - to 1,096,185 in 1958, with an average rate of increase of 87.8%, per year. See RAI
(the Ttalian Broadcasting Corporation), Gl abbonamenti alle radiogudizioni nel 1953, 'Turin,
1934, and Gl abboramenti olle vadiodiffusioni nel 1958, Turin, 1959.
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TasLe 6

(?OMPOSITION AND ELASTICITIES OF PRIVATE CONSUMPTION EXPENDITURE

IN ITALY AND IN OTHER COUNTRIES (a)

. Other
Countries Period | Food |Clothing | Housing Durable | goods | i,y
goods and
(b} services
A. Composition of consumption (%)

OEEC . . . . . 1950 | 36.68 13.23 6,82 623 3%.03 100.00
1958 | 3579 | 1257 6.43 B.o5 | 36.16 | 1c0.00
ECM . . . . . 1950 38,09 I4.11 5.91 6.2y 35.57 | roo0.00

1958 | 36.19 13.81 5.46 9.10 | 35-44 | 100.00 |
Belgium . . , . 1950 28.8¢9 13.01 13.65 8.50 35.95 100.00
1958 29.53 10,13 13.16 g.46 37.50 | 1o0.00

Prance . . . . | 1950 | 40.00 | 1315 4.61 472 | 37.52 | 100.00
1958 37.28 13.44 4.16 8.56 | 3656 | 1o0.00
Italy . . . .« . 1950 | 47.52 12.51 2572 271 34.54 | 1o0.00

1954 | 46.87 11.55 2.38 3,38 | 3582 | roo.00
1958 | 46.06 11.02 2.2% 3.78 | 36.87 | 1o0.00 |
1965 42.55 11.50 2.32 452 | 39.11-| roo.00
1970 | 35.96 11.%75 2.36 .12 | 40.81 | 100.00

Netherlands . . . 1950 33.04 18.29 6.8 7.61 34.19 100.00
1958 32.51 17.54 6.81 11.36 | 3178 | roo.oo

United Kingdom . 1950 32,53 11.08 8.48 5.97 41.94 100,00
1958 | 31.59 10.21 8,20 9.06 | 40.94 | 10000

UsA . . . . . 1950 24.14 1044 11.51 12,12 4159 100.00
1958 22,31 10,36 13.18 1016 43-19 100.00

B, Average elasticisy

OEEC. . . . . |1950-58] o1 .84 .78 2.6% .91 1.00
ECM . . . . . |1950-58] 0.84 0.93 ©.74 2.42 .99 1.00
Belgium . . . . | 195058 r1.17 ~0.55 073 1.86 1.33 1.00
France . . . . |1950~58] o0.76 1.08 0.6y 3.81 0.91 1.00
Italy . . . . . [1950-54| .91 0.54 . 0.25 2.49 1.22 1.00
1954-58| ©.88 0.67 0.69 .84 1.21 1.00
1950581 o0.89 0.58 c.42 2.40 I.24 1.00
1958-650  o0.65 1.20 1.09 1.88 .28 1.00
1965-70; 0.65 1,13 I.10 1.78 1.25 1.00
Netherfands . . . | 1950-58] o0.93 082 0.96 3.14 0.69 1.00°
United Kingdom . |1950-38; 059 0,44 046 4.73 0.83 1,00
USA . . . . . |1950-58] o0.83 a.8y 1.72 0.20 1.1%7 1.00

{a) The data wsed in this Table are expressed in terms of constant prices (1954 lirc)
and are drawn from OBEC Stafistical Bulletins, etc., op. cit. (b) Excleding tobacco and
alcoholic beverages, which are included in the class © Other goods and services ™.
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ments might be explained, in part, by the fact that the products included
in this class are of varying durability and that their replacement might
therefore happen to be concentrated in certain years and be very low in
others, Another possible and perhaps more important explanaton of
this phenomenon, which also applies — though-not to the same degree —
to other classes of goods, might be that consumption expenditure is
determined, for Iralian national accounting purposes, on the basis of the
availabilities of single groups of goods: hence, annual variations often
reflect the cyclical movements of the supply situation rather than of
effective demand. According to the projections made, this class of ex-
penditure should increase at an annual average rate of 4.2%, between 1958
and 1970, as opposed to the 2.1% of the period 1950-1958,

It would seem from the above that, over the period to which the
projections refer, household expenditure on the various classes of goods
and services considered above will show very different increases; this
should lead to a noticeable change in the pattern of private consumption
expenditure: at the end of the period, that is to say towards 1g7o, this
pattern should not be too different from that ‘which is found at the
present time in some countries with higher per capita income levels (see

T'able 6).
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