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Agticulture, Economic Developmént
‘and the Common Matrket: Italian Problems ¢

“The improvements which increase the productive powers of the lznd
are such as the more skilful rotation of crops or the hetter choice of manure.
These improvements absolutely enable us to obtain the same produce from
a smaller quantity of land. If, by the introduction of a course of turnips,
I can feed my shecp besides raising my corn, the land an which the sheep
were before fed becomes unnecessary, the same quantity of raw produce is
rajsed by the cmployment of a less quantity of land *.

Davip Ricarpo

(Principles of Political Economy,
edited by P. Sraffa, Cambridge, 1951, p. 8o).

1. In the “ Ten-year Plan for the Development of Employment
and Income ” (Vanoni Plan) special attention is given, as is known,
to the employment of labour, which is the relatively abundant factor
in Italy.

Agriculture has such an important role in this Plan as to be
regarded as a propulsive sector. This does not mean, however,
that the Plan attaches to agricultural investments such particular
productivity as to set in motion a process of development which,
starting from agriculture, would extend to the entire economy.
Productivity is considered, above all, in an indirect manner; it is
somewhat of a more concealed nature. Increase in expenditure
through expanded total demand would constitute the primum mobile
in the process, and this is undoubtedly true in certain conditions.

(*) For overall picture of the present opinions in Italy we refer especially to the
Proceedings of the annual meetings promoted by the Chamber of Commerce of Cremona
{from 1952 on); the volume regarding the Convention on * Problems relating to agricnlture
in a developing economy *, organised by the Italian Confederation of Trade Unions (Rome,
February 1956), as well as the reports presented to the Convention on the Common
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The part relating to agriculture, to which ample space is given, does
not add much, to tell the truth, to the basic conceptions of the Plan,
It presupposes an identical shift to the right of the curves of supply
and demand. Hence relative prices remain constant.

In this article our purpose is to emphasize one aspect of the
question, which we believe to be of very great importance: scarcity
of land.

We trust that our thinking will clearly emerge from the fol-
lowing pages. Ultimately, it is a matter of the optimum use of the
land — the scarce factor — from an agro-cconomic point of view,
which is the sine qua non for maximizing national and agricultural
product both total and per capita, That, obviously, presupposes also
the maximisation of employment. If this condition is not met, em-
ployment is less than maximum.

2. Italian agrarian policy has resulted in promoting wheat
cultivation on a much more extensive area than the optimum, at the
expense of forage crops and the livestock industry. If the area to
wheat were the optimum, the yield per hectare would certainly be
much higher.

As a first approach one can assume that the high price of wheat
has determined an artificial raising of the marginal productivity of
all the factors co-operating in its production. If the marginal pro-
ductivity curves of the factors in wheat production should tend to

Market held under the auspices of the National Confederation of Tenant Farmers (Rome,
January 1958).

Of particular note are the following reports presented at the above mentioned meetings:

G. DeMaria, © La stentata evoluzione dell’economia cerealicolo-carneo-lattiero-casearia ¢
positive misure economiche per il suo progresso *; G. Mepror, * La meccanizzazione dell’agri-
colturs nell’economia italiana ®; G. Drsmaria, “ La stabilizzazione dei prezzi e dei redditt in
agricoltura ¥; G. Oruanpo, “Intorno allo schema di sviluppo dell’occupazione e del reddito
con particolare riguardo all'agricoltura *; F. Ferowpi, “1 problemi dell’economia agricola nel
Mercato Comune *; F. Viro, “ L'agricoltura nello sviluppo economico e sociale del paese ”;
E. Pampatowt, “ Gl aspetti tecnici fondamentali dello sforzo per V'ineremento della produt-
tivitd el suolo ”; G, Dsrr’Aworg, “Il finanziamento dell’agricoltura ™; C. Bowaro, “La
politica dei prezz1 agricoli ®; A. Ramanoro, ¥ L'ottimo impiego del terrenc e il futuro della
riforma "3 F. Vito, * Il Mercato Comune Europeo e la posizione dell’agricoltura; P. Saraceno,
% La politica della Comunitd Economica Buropea e I'agricoltura *; C. Bonaro, “ Le ripercus-
sioni del Mercato Comune Furopeo sull’agricoltura ”; M. Bawoma, “La politica agraria
italiana *

_______ e —
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decrease at the same rate, the proportions between the factors them-
selves would remain unchanged. ‘Thus the gain made possible by
the wheat policy would be proportionately distributed, the prices
of the factors being proportional to the respective marginal pro-
ductivities.

In practice, the marginal productivities of the factors do not
fall uniformly. The high price of wheat has definitely raised the
marginal productivity of land in relaton to the marginal product-
ivity of the co- operating factors, so that the increase in production
has resulted in using a greater proportion of land and a smaller
proportion of the other factors, In other words, cultivation has
become more extensive. For every quintal of wheat produced, more
land has been used than would have been necessary otherwise. The
high price of wheat has thus led to maximizing the reward of land
rather than output per hectare. The effect has been more important
in the poorer arcas where marginal productivity of land was already
high.

It is true that for soft wheat there has been an increase in unit
yield, due to progress in genetics. However, this increase in yields
due to an /nmovation in no way alters the fact that cultivation has
become more extensive, as stated above. Obviously two different
factors are involved, even if superimposed: yields could have been
still higher Instead, the increase in unit yields through improve-
ment in genetics explains how national wheat requirements have
been covered and even exceeded. _

As regards hard wheat, however, improvetnent in genetics has
been practically negligible and the unit yields have remained more
or less the same for decades. This is characteristic of wheat cultiva-
tion in the greater part of Southern Italy, Sicily and Sardinia.

Here we shall not analyse the negative consequences of such a
policy of high prices from a general point of view. We cannot,
however, refrain from calling attention to its negative consequences
on the agronomic point of view, as regards the productivity of large
areas; nor can we fail to note how this policy has lessened the func-
tion of foreign trade, which, through the exchange of goods, should
serve to correct and not aggravate the scarcity of land, on the one
hand, and the under-employment of labour, on the other hand.

Italy, short of land as she is, is becoming an exporter of wheat,
a commodity the production of which involves a large proportion
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of land, while she has become a large importer of meat (although
consumption per head is still low), a commeodity which requires a
high proportion of labour, which is already not fully employed.

3. The agricultural area of the European Economic Community
is about 78 million hectares; one half in France, approximately 24
per cent in Italy, 18 per cent in Germany, and the remainder in
other countries (Table 1).

TABLE I

AGRICULTURAL LAND AND ITS DISTRIBUTION
(1952-55: thousands of hectares)

Belgium, Ger- i
Luxem- | France ! many Ttaly Nl'cd:;:r« ETEmé
burg {FR) ands - s
Agricultural area . . 1,892 | 39,131 | 14,229 | 20,847 | 2,319 | 78,418
% | @) | (99 | (18 | (266 | (o) | (x00.0)
Avable land: . . . | . 1,099 | 21,305 8,664 | 15,696 | 1,054 | 47,798
Tillage . . . . . . 000 | 16,058 8,436 { 12,818 | 1,021 | 39,333
Temporary grass land . 99 5,247 228 2,858 33 8,465
Permancnt grass land , . 793 | 12,339 5.565 1,248 | 1,265 | 21,210
Rough grawings . . . | — 5,487 - 3,923 — 9,410

‘Sowrce: QECE, Statistiques de Vagriculture et de Valimentation, Paris, 1956,

In 1956 the active population engaged in agriculture was about
18 million, of which 42 per cent in Italy, 28 per cent in France,
25 per cent in Germany, and the rest in other countries (Table 2).

Among the six countries of the Community, Italy has the highest
percentage of her active population engaged in agricultural occupa-
tions. At the last census (1951) this was 41 per cent and it may
be estimated to have fallen to 37-38 per cent at present. During
recent years there has been a large exodus from the rural area and
this trend still continues. But the available land per person engaged
in agriculture is still very small and will continue to be so for a
long time. In the Vanoni Plan surplus farm labour is rightly con-
sidered a national and not just a sectional problem.
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‘T4BLRE 2
POPULATION AND LABOUR FORCE (1g56)
) Population (1) Active Population {2)
) per cent
Total Agricultural of the
Countries Thous- active
ands % Thous- | Thous- | | ﬂ?;;;
ands o ands 7 in agri- |
culture
Belgium-Luxemburg . 9,236} 5.7 3,589 5.0 385 2.2 10.7
PFrance . . . . . . 43,648] 26,8 [ 19,113 | 265 | 5,030 28.4 i 263
Germany (F.R.) . . 50,786 | 31.2 | 25,1971 35.1 | 4,400 24.8 17.5
Imly . . . . . . 48,2791 29.6 | 19701} 27.5 | 7,400(3)| 41.7 | 37.6
Netherlands . . . . 10,888 6.y 4,079 5.7 509 2.9 12.5
EEC, . . . . . . |162837 1000 | 71,67g|100,0 lip,724 |100.0 | 247

Sowrce: (1) ISTAT, Bolletiino mensile di Staristica. (2) Benwperro Barmemi, “La circo-
lazione delle persone nell’economiz curopea integrata ®, in L'Industria, 1958, No. 2. The
figures relative to the working population refer to those employed, with the exception of the
halian figures. (3) Fstimates based on direct and indirect statistics at our disposal.

Note - The percentage of women in agriculture at the time of the censuses was as
follows: Belgium-Luxemburg (1947) 16.4; France {1954) 35.1; Germany (F.R.) (1950) 54.7;
Italy (1951} 24.6; the Netherlands (1947) 22.5. See: FAO, Yearbook of Food and Agricultural
Statistics, Vol. XI, Part 1, 1958.

The land-labour ratio shows, more strongly than merely general
statements can, how great is the scarcity of land in Italy. The Italian
farmer has available an average of 3 hectares or a little less, the
German not much more, but the Belgian-Luxemburg and Dutch
farmers have almost 5 hectares and the French almost 8 (Table 3).

If women were converted into ®man units”, or if only men
were considered — as would perhaps be more correct, taking into
account the uncertainty (which occurs everywhere) concerning the
degree of effective employment of women in agriculture — the
relative position of Italy would improve slightly compared with
Belgium-Luxemburg, while it would become worse compared with
France and considerably worse compared with Germany.
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TasLe 3

AGRICULTURAL LAND FPER INHABITANT AND PER PERSON ENGAGED
IN AGRICULTURE

- Per Head Peri npcrs?:uftnlg—agcd
Countrics A8t e
Hectares Italy =100 Hectares Ttaly =100

Belgium-Luxemburg . .20 47 4.9 175
France . . . . . . 0.90 209 7.4 299
Germany (F.R) . . 0.29 6y 3.2 114
Taly . . ., . . . 0.43 100 2.8 100
Netherlands . . . , 0,21 49 4.6 164
EEC . . . . .. .48 Iz e 157

The most important aspect of this problem consists in the low
level of our per capita agricultural income, which is also determined
by the fact that unit yields in Italy are rather low.

It is not easy to provide comparable data concerning the real

-agricultural income per head of the six countries, as one would have

to eliminate the disturbing factor arising from the fact that prices
reccived and paid by farmers are not the same.

By re-calculating production available for sale in terms of Italian
prices, it is seen that the output per hectare in ltaly is almost 1/5
greater than that of France, 30 per cent lower than in Germany,
but less than one half of that of Belgium-Luxemburg and the Nether-
lands. The differences in terms of added value per hectare are
somewhat reduced — as the percentage of services and commodities
acquired by the non-agricultural sectors is not uniform — though
they remain substantially the same. Taking this into account as
well as the land-labour ratio, one finds that the added value for
each worker in Italy is 1/3 less than in Germany, is one-half of
that of France and not more than 1/4 of that of Belgium, Luxem-
burg and the Netherlands (Table 4).

If only males are considered, our relative position does not
change much, except vis-4-vis Germany whose agricultural income
per head appears to be practically twice ours and almost the same
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TanLE 4
AGRICULTURAL PRODUCTION AND ADDED VALUE PER HECTARE
AND PER ACTIVE PERSON (1g55-1957). AN ESTIMATE AT ITALIAN PRICES

Agricultural pro-
- duction available Added value Added value
Countries .
for sale per heotare (1) per active person

per hectare (3)
Belgium-Lugemburg . 2.5 2.1 3.7
Franee . . . . . . 0.8 0.7 2.0
Germany (F.R.) . . 1.3 I.T 1.3
Ialy . e e 1.0 1.0 1.0
Netherlands . . . . 2.5 2.2 3.6
EEC. . . . . .. o - 0.9 1.5

{1) of agricultural land.

as that of France. The per capita productivity resulting from our
appraisal does not substantially differ from that of Colin Clark (1),

It is obvious that in order to increase the per capita income of
Italian agriculture it is necessary to act on two fronts simultaneously :
increase the unit yield and improve the land-labour ratio.

(1) Coumw Crawk, “World Supply and Requiremenss of Farm Products ¥, in Journal
of the Royal Stutistical Society, Vol. 117, Part III, 1954, p. 262.

PRODUCTIVITY PER MALE ENGAGED IN AGRICULTURE

(Traly==1)
. 1949-52 195557

Countries Colin Clark Our Estimates

. * *
Belgivm-Luxemburg . . . . . . . 4.1 33
Prancee . ., . . . . . . . . 2.6 2,2
Germany (R.F) . . . . . . 3.6 2.1
Taly . . . . . . . L L, 1.0 1.0
Netherlands . . . . . . . . . 4.4 3.5

(*) Agriculture and Fisheries,
(**) Approximate elaboration of the data in Table 4.

Clark’s figures refer to the working male population, while our figures refer to ithe
total active population, The differences which remain after calculations were adjusted on this
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If we consider prices, we find that our agricultural price level
is not much higher than that of the other countries. Taking into
account the relative importance of different agricultural products
in the Community as a whole, the level of our prices in 195657
was if not totally equal, only slightly higher than in France and
Germany and probably about 1o per cent higher than in the Nether-
lands and Belgium, However, compared with 1952-53 the differences
have been reduced in consequence of trade liberalization (Table s).

As regards individual products, there was a substantial difference
for wheat and to this is due a great part of the difference between
our price level and that of other countries. For livestock our prices
are not so very different from those of the other members of the
Community, while Italian prices for vegetables and fruit are lower.

It is important to remember that in international comparisons
of overall levels of agricultural prices, vegetables, fruit and wine
are generally not considered. These products represent a large per-
centage of Italian agricultural output and their prices are extremely
competitive, ]

Thus the low land-labour ratio, in comparison with the other
countries of the Community, does not greatly affect the general
level of Italian agricultural prices.

point, even though only approximately, are compatible with the differences of relative prices
only in a slight degree. .

Clark’s evaluation, as is well known, is based on Intermational Units, that is in
U.S. dollars of the 1925-34 decade.

Relative prices affect the results owing to the diversity of the composition of Iralian
production, especially vis-3-vis Belgium-Luxemburg, the Netherlands and Germany., We
refer particularly to livestock products, whase prices, in terms of wheat, are higher in
International Units than Ttalian prices for the 1956-57 period.

The prices used by Colin Clark make the Tralian position look worse. This is because
they increase the values of the real product of the three above mentioned countries, in which
the conuwribution of livestock production to the agricultural production available for sale
{about 70 per cent, of which more than one third is due to milk) is practically twice the
contribution in Italy.

On the other hand, the use of Italian prices, especially since the price of wheat is
higher than in other countries, results in an apparent relative improvement of cur real
product, since wheat is of greater importance in Italy than in other countrics. But as far as
the above calculations are concerned, the effect is practically negligible.

It is worth noting that the ratios between the 1g56-57 Italian prices of wheat, livestock
and milk are nearer to the current prices in the other countries than are the ratios of prices
in International Units, except in the case of the Netherlands.

The adoption of Italian prices probably worsens the position as regards the Netherlands,
Similar limitations would result should the prices of any of the other countrics be adopted.

-
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! TaBLE 5

RELATIVE LEVELS OF AGRICULTURAL PRICES PAID TO FARMERS *

1952-53 1956-57

Countries
Netherlands= 100

Belgiuom . . . . . . . ., ., 14 99
Netherlands . ., . . . . . . . 160 100
Germany (F.R.) . . . . . . . . 1y - I1T0
Bramee . . . . . . . . . . i 128 I10
Ttaly e e e 1335 Ty

(*) For standard basket comprising whear, potatoes, sugar beet, cattle, pigs, cggs and
milk (European weight).

For 1952-53, ECE-FAC, Ouzpws and Expenses of dgricediure in some Enropean Coun-
sries, Second Report: rg950-53, Geneva, 1955,

For 1956-57, BANR roR INTERNATIONAL SETTLEMENTS, Twenty-cighth Annual Repors,
Basle, June 1958, The comparative levels were calculated on, prices reported in: ECE-FAO,
Price of Agricultural Products and Fertilizers, 1956-57, Geneva, 1957,

4. The low unit yield in Italy is due to a great many factors,
among which is the great disequilibrium between grain crops and
livestock.

_ As Serpieri reports, “ about 40 years ago Ghino Valenti - after
having traced in a masterly manner the evolution of Italian agri-
culture during the first fifty years of Unification — pointed out two
fundamental defects, a great physical disorder and a considerable
economic disequilibrium. The first represented by the problem of the
hillsides and the lack of water control, and the second resulting from
the disequilibrium between excessive grain crops and a deficiency in
forage crops for livestock. Today — he wrote — we cultivate 4.7
million hectares to wheat from which we obtain on an average
about 50 million quintals; when we limit our cultivation to not
more than 3.5 million hectares with a normal yield of 7o million
quintals and at the same time raise one-third more livestock, then
equilibrium will be established ” ().

Serpieri went on to say: “Much has changed since then but
Italy has not known how or has not been able to eliminate the

(2) Gumo Vavenmr, © L'Italia agricola dal 1861 al 191 ®, in Cinguwansanni di Storia
ftaliana, Accademia dei Lincei, Hoepli, Milano, 1gix, Vel. If, p. 104,
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great physical disorder recognised by Valenti, and the economic
disequilibrium referred to still exists though in different terms ” (3).

A glance at the composition of agricultural output in the coun-
tries of the European Community is illuminating in this respect,
even bearing in mind the natural importance of arboreal crops in
the case of Italy (Table 6).

TasLy &
PERCENTAGE COMPOSITION OF AGRICULTURAL PRODUCTION (1953 or 1953-549)

) Luxem- Ger- Nether-
Products Belgium b France | tmany Ttaly

urg (F.R) lands

Cereals . 7 10 12 10 26" 4
Potatoes . e 5 5 3 6 2 7
Vegetables . . . , |, . 9 — 8 2 7 9
Fruit . 5 I 3 5 10 4
Wine — g 2 9 —
Others 9 7 5 11 11
Plang Crops . . . . 35 2y 42 30 66 32
Meat . . . ., , . ., 29 40 30 41 .14 32
Eggs . . . . . . ., . i1 4 3 6 6 11
Milk and Milk Produets , 24 28 7 22, 13 25
Others ., . . , , | 1 — — 1 H I
Animal Producss , | é5 7z 58 70 34 64
Total . . . . , o0 ro0 roo 100 100 100

Source: FAG-ECE, Quiput and Expenses, ete.,, 1953, of. df.

N.B., - In some cases the sums do fot correspond to the totals because they are in
round figures,

Irrespective of the European Economic Community treaty we
ought to have revised our agricultural production as regards the use
of our land resources. The problem has also acquired a particular
urgency for other reasons: “economic development ” imposes on
agriculture the necessity of changes in the distribution of resources.

(3) Arrico SErritrI, “ Granop ¢ bestiame ", in Cotriere della Sera, Yune 20, 1956.

———
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‘When the income per head increases, demand for foodstuifs
augments cven though in a lesser measure; but the increase is
qualitative rather than quantitative in countries which are already
fairly rich, since people choose superior foods while the demand
for poorer foods is stagnant or actually declines. Agriculture, there-
fore, must adjust itself to satisfy changes in demand.

When economic development is very rapid, as has occurred in
Italy in the last ten years, the problem becomes acute and must be
solved with greater speed. White bread and “ pasta”, at one time
the aspiration of a considerable number of people, are now items
of common consumption and with increased income, meat, milk,
dairy and horticultural products are now in demand.

5 Let us take a rapid look at the present and prospective
market for foodstuffs in the Community.

The total population of the six countries is 164 millions with
a rclatively high per capita income and a high nutrition level. The
daily Italian calorie availability is about 2,600 calories, that of
Belgium-Luxemburg and Germany about 3,000 calories and that of
Lrance slightly lower (Table 7). ,

It is worth noting that on the basis of data concerning the three-
year period 195456, while France and Italy practically cover their
food requirements, Belgium and Luxemburg are dependent on im-
ports for about 30 per cent, Federal Germany about 26 per cent;
the Nethetlands, on the other hand, has an output that exceeds its
normal requirements by 13 per cent.

Now let us glance at the principal items of consumption. For
cxample, the yearly consumption of bread grains in terms of flour,
which for the other countries of the European Economic Community
is about go-Too kg. per head, is 124 kg. in Italy. But the consump-
tion of potatoes, which is about 150-160 kg. in Belgium-Luxemburg
and Germany, decreases to about 135 kg, in France, 107 kg. in the
Netherlands and around 50 kg. in Italy,

As regards sugar, compared to the per capita consumption of
4t kg. in the Netherlands, we find it is 27-28 kg. in Belgium-
Luxemburg, France and Germany and 1718 kg. in Italy.

In the case of meat, the differences are still greater, the per
capita consumption in France of 7778 kg, decreasing to 50 kg. in
Belgium, Luxemburg and West Germany, to about 40 kg. in the
Netherlands and about 20 kg. in Italy, The consumption of cheese
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TaBLE 7
FOOD CONSUMPTION AND PRODUCTION LEVELS (1g5s-56)
Belgium- .
Luxetn- France Gf;r;a];y Italy h}iil; -
bUI’g . 4 3
Con- Con- Con- Con- Con-
.| Pro- .| Pro- Pro- .| Pro- Pro-
Products 535,5 duec. |00 d o duce. | 0| duge. | "0} o
"\ JoR kea. . ka. IOn k. . Hon Y 1on
GF an | & ooy | 4 Gl Gl || G o
head tof head of | head head of | head of
per otal per total | pe Lo[a[ per | total | oo total
an- |availa-| oo lavaila- [ Lo |availael o |availa- an- | availa-
o) | D) | puarmy | ity | oy | DAL | mummy | BIUY) | gy | bility)
Bread grain (as flour) . . | 98.5] Or |roq.0 126 92.0[ %7 [123.8| o3| 859 45
Coarse grain (as flour) . | 4.2| 46] 2.8] 04| 29| 73| 16.9] 95| 3.6/ 39
Rice . . . . Sorerp =t 1.8 68 1.5 — | 6.5 148 24| —
Potatoes (+p0tato ﬂour) . [151.0] 96 |135.4) 102 |158.0] g9 | 49.0| 100 |107.0| 146
Sugar {refined) . . . . | 27.6| 136| 276} 127 | 27.4| 85 | 17.1| 99| 41.2| g2
Pulses . . . . . ., .1 1.8/ 100 3.5 wa| 17 49| 64| 102| 25| 169
Vegetables . . . . . .| 653 100:143.8) 98| 48.0| 82 | 93.7| 112 66.6| 146
Fruit . . . . . .| 848 Bo| 46,9 64| 62.8 50 | 69.7| 1297 49.6] 87
Meat {carcass wc1ght) .| 51.3] 96| v7.6! 102 | 47.4| 93 | 202} go| 38.4] 132
Bggs . . . . . . . .| 142] 102 10| g6y 10.2] 62| 7.6] 92| 8.3 238
Fish . . . . . . . L1120 65 o4 941 7.4 96| 7.0 64| 8| 213
Milk (floid) . . . . .| 94.8) — | 88| — |124.9] — | 53.2| — |rg7.6| —
Cheese . . . ... 5.7 37| 7.1| ro2| G.1f 8x 6.9 99| 6.4 210
Butter (fat cqmv) . 93] 94| 5.5 103| 55 93 .3 92| 2.6 226
Other fats and oils {fat
content) . . 13.00 25| 6.3 54| 193] 29 | 11.2) 69| 25.3] 38
Total fats and oxls (fat
content) . . . . ., ., | 223] 47| rr.8) %5| 24.8, 43 | 125 s1| 29.9] 51
Three year period 1953,’
s4-r955/56 . . . 700 79 |roo 68 100 74 |roo 98| 100| £r13
Calories . . . . . , ., 2,990‘ 2,830 2,970 2,560 2,970

Source: OECE, Statistiques de ' Agriculture, etc., 1956, op. cit,

is more uniform, being about 67 kg. per head in each country.
" The differences in fats consumption are naturally due in” part to
different climatic conditions.

As regards vegetables and fruit, which concern us more closely,
the consumption levels vary greatly from country to country. In
the case of vegetables the 144 kg. per capita consumption in France
decreases to 94 kg. in Italy, to 65-67 in Belgium, Luzxemburg and

B ETT
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the Netherlands and to 48 kg. in West Germany. As to fruit,
against 85 kg. per head in Belgium and Luxemburg, we find 70 kg.
in Italy and 4750 kg. in France, Germany and the Netherlands.

It may appear strange that Italy consumes less fruit than Bel-
gium and Luxemburg and less vegetables than France, but our per
capita consumption of fruit and vegetables taken together is about
165 kg, as compared to 190 kg. in France, which is the highest
in Burope. Italy exports ra per cent of its vegetable production and
29 per cent of its fruit production (1955-56).

Some general considerations may be deduced from these data
about the components of consumption in each country. It is evident
that Ttaly consumes a large quantity of bread grains, a small quan-
tity of sugar and a still smaller quantity of meat.

Having examined present consumption levels we may ask our-
selves what future levels are likely to be (4). The increase in the
demand for foodstuffs will depend, above all, on the increase in the
income per head, in addition to the increase in population.

The increase in population of the six European Economic Com-
munity countries will, according to current demographic studies, be
approximately 0.6 per cent per year, about the same as in Italy in
recent years.

A recent forecast for Germany (5), which for various reasons
may be considered 1arge1y indicative for the Community as a whole,
suggests that if the increase in income were 3 per cent per yeat,
that is much lower than the figure for recent years, in the decade
1954-55/1964-65 the variation in consumption per head would be:
wheat and other bread grains (in percentages) + 1, potatoes — 7, becf
+ 28, pork +17, eggs + 26, sugar + 14. Takmg into account the
yearly increase in population (0.6 per cent), the variation in the total
consumption would be as follows: wheat and bread grains (in per-
centages) - 8, potatoes — 1, beef + 36, pork +25, eggs + 34, sugar

+21. Vegetables and fruit are not included in these figures and
assuming the aforesaid increase in population and in income per
head, an increase equal to or even greater than that of meat may

{4) L. Gomuvx, “ Perspective 4 long terme de la consommation alimentaite ”, in Econo-
mie et statistiques agricoles, FAQO, Mounthly Bulletin, No. 6, 1957.

(5) A. Hawav ¢ H, Krouw, Die langfristigen Absatwaussichten der westdentschen Laﬂd—
wirtschaft, Alired Strothe Verlag, Hannover, 1956.
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be anticipated. In Italy where consumption levels are so low,
especially as regards meat, the increases should be even greater.

6. We shall limit our considerations to wheat and meat, neglect-
ing other products such as vegetables and fruit which, although
important in relation to income and cmployment, are grown on a
relatively smaller area and concern particular regions.

In the three year period 1953-50 the countries of the Community
produced 254 million quintals of bread grains and imported about
6o million quintals, of which 30 were bought by Germany (T'able 8).

Tanre 8

PRODUCTION AND IMPORTS OF BREAD GRAINS AND OTHER CEREALS 1954-50

(thousands of rons)

T ‘7——%—[4%.—_»-—,._ = —_ —
Bread grains (1) Other cercals
Countties ) N [ -
ro- . o ro- : §

dl}:(:tioll tmports o dlIJ)ction mports %
Belgium-Luxemburg | 680 610 8g.7 1,046 1,364 [130.
PFrance . . . , , , 8,891 804 9.0 9,929 508 5.1
Germany (F.R.) , . 7,029 2,041 43.3 5,709 2,122 27.2
Taly . ., ., . . 8,489 557 6.6 4,115 510 12.4
Netherlands . . . | 352 857 | =243.5 1,361 1,924 | fd1.4
BEC .., . .. 25,4471 5,869 23.1 | 2z,170 6,428 29.0

(1) Including spelt and rye.

Source: FAO, Les produits agricoles et le Marché commun eftropéen, Monographies
des produits, Bulletin No. 25, Rorme, 1057.

In the case of wheat, the area sown (1952-55) was 10.6 million
hectares, 4.8 million of which in Italy. The total production was
222 million quintals, of which 84 millions were produced in our
country (Table g). ‘

The unit yields of soft wheat are increasing everywhere to the
point that there is now a surplus problem in Italy and in France.
But our unit yield per hectare is much lower than the average yield
of the other countries in the Community, also because of the low
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TaBLE g
AREA AND PRODUCTION OF WHEAT

Belgium Ger- Lol Nethet- [ Com-

Period Luxem- | France | many caly | .
busg (F.R) lands { munity

Area: in thousands of hectares

Pre-War . . 190 5,224 | 1,128 | 5,058 141 11,741
1g48-51 | 173 4,245 G668 | 4,7xx 91 10,188
1952-55 . 196 | 4,390 | 1,156 | 4,768 87 | 10,397
1955 x). 196 4,554 1,171 4,852 8y 10,862

{approx.)
Production: thousands of guintals

Pre-War . . 5,010 81.430| 25,150 | 72,450 | 4110 | 188,160
1948-51 . 5i3r0 | 76,330 24,970 | 71,470 | 3,240 [ 181,320
1952-55 . 6,440 | 9%:840| 31,850 | 84,310 | 3,310 | 221,750
1955 (1) . 7:720 | 103,650 33,790 | 95,040 | 3,500 | 243,700
. . , (Tealy

Yield pey hectare in quinials excl)

Pre-War . . 20,42 15.6 22.3 14.3 29.1 17.3

b5 . L L L L, 30.7 18.0 25.8 5.2 35.6 20,1

1952-55 - . . . . . . 32.9 21.8 27.6 17y 38.0 23.6

mss(m . . . . L . . 30.4 22.8 28.9 19.6 39.3 24,7

(approx.)

Source: OECK, Statistigues de U Agriculiure, etc., 1956, op. ot
(1) FAO, Yearbook of Food and Agricultural Statistics, etc., 1957, Op. cif.

yield of hard wheat. Disregarding hard wheat, our yield increases
from 17.7 to 20.2 qls. per hectare but it is still about 1/ 5 lower than
the average of the other countries.

As regards wheat prices it may be said that the price in the
Netherlands cotresponds to the international price — the Nether-
lands production is, however, very small — while the average price
in the Community is more or less equal to that of France and
Belgium. The Italian pricc has considerably decreased in recent
years (Table 10).

Since the wheat prices of the Community will be higher than
the international prices — which are kept down by the surpluses
resulting from price support policies — it would be a burden to the
wheat-deficient E.E.C. countries to purchase this commuodity in the
Community area.

2
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Tazrs 1o The development of animal farming in the various countries

WHEAT PRICES (195657 , : , )
o is well represented by the ratio between the livestock units and the

‘ - agricultural area (Table 12).

i . In national currencies Inhltalgan' lire & ( )

C(:)untrxes (per quintal) (at ;fc C;c I?;;zge)rate . _ "TarLe 12

| - - LIVESTOCK NUMBERS IN THE E.E.C. COUNTRIES

Belgivm . . . . . . .. P, 450 5,600 ) Belgium Germany Nether-

1 Luxemburg . . . . . . . Frs, 550 7,000 Period Luxem- France (FR) Lwaly lands

i France . . . . . . . . Fr.Frs. (3,760 5,504 . burg

} Germany (F.R) . . . . . DM, 42.95 6,400 I

l\ Imly . . . . . . ... Lire  6,800-%,300 6,800—'7,3(_)0

! Nethetlands . , . . . . . Fl. 26.3 4,340 Total Hvestock units (1) (in thousands)

! .

; Pre-war . . . . 2,329 21,140 16,068 11,314 3,276

Source: OECE, Les politiques agricoles en Europe et en dmérique du Nord, July 1957, g48-5r . . L . 2,568 20,348 14,646 12,055 3,175

; The prices are all government fixed prices, with the exception of the Belgian which is a 1948-51 2,949 21,606 15,319 12,410 572
“prix de direction *. Italy’s price refers to soft wheat. : ? T 24 ' ! ’ 3

} . Livestock units per heciare of agricaltural land

! As regards meat, the total production of the Community was Pro-war a8 ' osg o 055 14a

; in- 1955-56 about %78 million qls., of which' 29 million consisted of 1052-55 - 052 v.04 058 135
beef (Table 11). The six countries of the Community are dependent 195255 . . . . 1.56 .55 1.08 0.60 1.54

ont outside sources for very small quantities of beef. In 1955 3 per :
cent of the total Consumption was impgrted; in 1956 the imPOI‘tS (1) Caleulated on the basis of the following equivalents, usually adopted in Italy:
1 Jivestock unit = 1 bovine = 1 horse = 6 pigs == xo sheep or goats,

increased to 3 million qls'= .. 9 per cent of total Consumptlon' These conversion factors are different from those used by FAO and OECE.

Source: OECE, Statistiques de Uagrivuliure, etc., Paris, 1956, op. cit., ISTAT, Annua-
rio di Statistic Agrariz, Rome, 1957,

‘ ‘ TADLE 11
f MEAT PRODUCTION 1955-56 :
(thousands of quintals) () 7. Looking at Italian agriculture more closely we find that of
i = - = S the 13.2 million hectares of seeded land, cereals are grown on 7 mil-
1: . Beck Lamb | Other lion, i.e. 53 per cent of the total area. In northern, central and
i ountries an: Pig-meat and meats Total : H '
! D el tton | and affals southern Ita'.ly the percentages are respectively: 53, 57 and 55. At
— first glance it would seem that there are no great differences between
Belgium-Luxemburg . 1,540 1,040 260 640 4,780 the three I'CgiOIlS (Tab]c 13)
France . . . . , . 13,800 | 10,160 (2) .| 1,160 9,880 | 33,000 The differences become greater if from cereals we exclude maize,
fﬁlfmany (ER) . 7450 | 13,590 60 | 1940 | 23,140 which is a renovation crop in the rotation and therefore a soil-
WU br15o | Lo (3) 4201 350 8730 improving crop. Having made this adjustment, the area to wheat
; Netherlands . . . . 1,950 | 3,380 560 490 6,710 ’ i
P : represefits 46 per cent of the seeded land: 37 per cent in northern
; EEC . . . .. 29,290 | 30,880 2,590 | rgbo0 78,360 Italy, 43 per cent in central Italy and 49 per cent in southern Italy
g o and the Islands, considerable differences existing between the regions.
(1) Garcasa weight. | In Italy maize is grown on about 1,250,000 hectares. By exclud-

(2) Including laxd.

: ' (3) Excluding fats, ing this crop, the area under ccreals drops from 4 million to 5,750,000

Source: OECE, Statistiques de Uagricwlture, etc., 1056, op. cit. hectares, of which 4.9 million to wheat. The area under wheat is




260 Banca Nazionale del Lavaro

TABLE 13
SEEDED LAND AND AREA UNDER CEREALS IN ITALY - '

(thousands of hectares)

South and Italy
" Tslands {Total)

Seeded land (1):

Drescription North Centre

929 . . . . L. 4,587 2,825 5:341 12,753

w3 (z) .. . . L, 4,630 2,856 5,460 12,947

955 - . .. 4,589 2,993 51605 13,187
Cereals (all):

gzg . . . . L. 2,557 1,470 3,124 7151

938 . . . L L L, 2,022 1,454 31343 7,432

955 . . . .. ... 2,419 1,514 3,074 7,012
Cereals (excluding maize):

29 . . . . .. 1,717 1,207 2,786 5,710

L 1,735 LI95 | 2,995 5:925

1955 . . . . . 1,683 1,288 2,784 5,755

B

Land under cereals as percentage of seeded lan

Cereals (all):

1929 . . . . . . .. 53.7 §2.0 58.5 56.1
38 . . . .. 56.6 SI.4 61.2 5%.4
IV . e e 4 e e . 52.7 56.6 548 | 3531

. Cereals (excluding maize):

929 . . . . .., 374 42,7 52.2 44.8
g3d .. . ..., 37.5 41.8 54.9 45.8
M55 . . . ... 36.7 43.0 49.7 43.6

(1) Arable land minus land under tres crops.
{2) Data relevant to 1936,

Sonrce: ISTAT,

cqual to 37 per cent of the seeded land; this percentage is identical
with that of 1g2q.

In northern Italy 1,423,000 hectares are sown to wheat (31 per
cent of the sceded land); in central Italy 1,156,000 hectares (39 per
cent) and in southern Italy 2,304,000 hectares (41 per cent) (Table 14).

Looking at two recent years, 1955 and 1956, a good crop year
and a poor one, we find that while the national average yield per
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. TanLy 14
AREA AND PRODUCTION OF WHEAT IN ITALY

South and Ttaly

Description North Centre Islands (Total)

Area:

1} theusands of hectares:

92 . . . . .. 1,379 1,082 2,256 4,717
w3 .. L L 1,433 1,088 2,553 5,031
I/ . v . . . 1,416 1,148 2,288 4,852

2) percentage of sceded land:

29 . . . .., 30.1 38.3 42.3 37.©

3 . . L L. 30.9 38.0 46.0 38.9

955 .« . . .., 20,6 38.4 41.8 370
Production :

1) thousands of cuintals:

929 . . . ., .. 247,102 12,749 26,832 66,681
938 . . L L L L. 32,089 15,526 33:313 81,838
I985 . .+« . .. . 45,679 22,952 26,424 95,040

2) quintals per hectare:

1929 . ., . . . . 19.7 11.8 11.9 14.1
0T T 23.0 14.3 13.3 16.3
955 .« . . . . .. 32.6 20,0 11.5 19.6

Source: 1STAT.,

hectare was 18.7 quintals, the unit yield in northern Italy was 30.7,
in central Italy 18.2 (almost the same as the national yield) and
in southern Italy 1r.5 quintals.

While it is true that these differences may be attributed to
various factors, some natural and environmental, it is no less true
that the growing of grain tends to give higher unit yields where
cultivation is less extensive, a more skilful rotation is employed and
it alternates with soildmproving crops.

Comparative data for the years 1929-1955 show that the unit
yields have increased from 19.7 quintals to 32 quintals in the north;
from 11.8 quintals to 20 quintals in the centre, while they have
remained 11-12 quintals in the south. The unchanged unit yields
in southern Italy not only refer to hard wheat, for which recent
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research seems to have found a means of increasing unit yields, but
also to soft wheat whose unit yields are equally low in the region.

It is generally agreed that if the Italian price were to be brought
in line with the European average, wheat growing would eventually
be limited, in the main, to those arcas where the unit yields are
not much lower than the European average, i.e. about 20-21 quintals
per hectare (6).

Italian wheat requirements, allowing for sced, may be estimated
at a maximum 86-88 million quintals annually. It will probably
remain fairly stable, the increase in population being more or less
balanced by the reduction in consumption per head, which is already
high, . '

Our wheat production now covers our national requirements
and the rapid increase in yields in northern and central districts
has alreay raised a surplus problem for soft wheat. This problem
must be carefully studied because the Italian wheat price is much
higher than the international one and also considerably higher than
the average price of the Community,

If the Italian wheat price were equal to that of the Community
and if that were equal to the international price, the need to reduce
the arca now sown to wheat would only depend on agronomic
considerations.

As things stand, it is impossible to consider exports as a safety
valve, because by exporting the Government would have to bear the
ensuing loss, with serious damage to the national economy and to
agriculture itself, in that it would imply the continued wrong dis-
tribution of resources. 1n addition, our agriculture cannot disregard
the pronounced tendency towards increased demand for livestock
products.

{6) Tt is helieved, however, that this cultivation would survive even in the areas where
the unit vield is very low, “only in relation to the persistence of subsistence farming where,
because of lack of adequate employment, the peasant is obliged to get his bread from the
soil, however poor a living this means and however great the cost”. Rowaro, op. cit.

It is difficult to think of agricultural exploitation at subsistence level, in the true sense
of the word, in an economy which, though backward, is not primitive as in the case of
Africa and Asia, However small the influence of prices may be, it is never non-existent. In
other words, it is difficult to believe that there is such a close relationship between employ-
ment and certain low-yielding income crops; from an agronomic point of view, it is always
possible with the same or even greater employment to replace the costly and low productive

wheat culture with others less costly, less risky and more in harmony with the requirements

of the market,
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Ever since the need to reduce the area under wheat has become
evident, a substantial consensus of opinion has developed in this
regard, -though not without some opposition (7).

' According to technical experts, in the next decade the wheat.
area should be reduced by 5-600,000 hectares (8), The area under
wheat therefore should be reduced to 4.3-4.4 million hectares, not
much below the 4.7 millions which may be considered the average
area during the last 50 years. Thus in order to cover the country’s
requirements, the unit yield, which during the past 3 years has been
18.2 quintals, should increase to 20-21 quintals per hectare, The
recent development in unit yields makes it possible to forecast a
still higher unit yield. From the four-year period 1946-49 to that
of 195356 the unit yield has risen from 12.1 to 17.9 quintals, that
is to say by about 50 per cent, Even taking into account that half the
increase represents a return to the pre-war level, it does not seem
beyond the bounds of possibility to reach 23-24 quintals per hectare
in 10 years. If these yields are obtained the area nccessary for sup-
plying the country’s wheat requirements would be between 3.7-3-9
million hectares,

The area under wheat in present conditions should not, in our
view, exceed 4 million hectares, which is about 1 million hectares
less than the present area, and should decrease still further in the
near future. Without a substantial reduction in area and an increase
in unit yields, a.substantial reduction in cost is not possible.

8. When we examine our livestock situation we see that from
1930 to 1956 development has been very slow, since the 0.39 live-
stock unit per hectare in 1930 increased to 0.42 in 1956, that is from
1.61 to 1.71 quintals of live weight per hectare for the entire agri-
cultural and forest area (Table 15).

The national meat production which was 7.2 million quintals
in 1930 and 8.2 million quintals in 1958, was about g million quintals
in 1956 and 1957, of which 4.1-4.2 was beef. The per capita con-
sumption, went from z20.7 kg. in 1930 to 19.7 kg. in 1938, to
21.4 kg. in 1956 and 22.1 kg. in 1957 (Table 16).

At present consumption is covered to a large extent by imports
of meat and cattle on the hoof. In 1957 imports were more than

{(7) Bawoa o'lvaria, Relagione sull’anno rgss, Rome, May 1956, pp. 122 f.; Armico Spr-
r1ERt, “ Grano e bestiame *, op. et
(8) Paoro Arserrar1o, “ Orientarc la produzione agricola ”, in dgricolrura, May 1957.
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TasLe ¥5
LIVESTOCK UNITS AND APPROXIMATE WEIGHT IN ITALY
South Ttaly
Description North Centre and (Total
Islands )
Livestock wunits {thousands):
30 . . . i e e . 6,064 1,978 3,044 11,186
g3 .. . 6,302 | 2,024 2,979 | 11,303
rgs6 (1) . . . . . . 6,505 2,097 2,987 11,649
Live weight {thousands of quintals):
I930 . 0 0 e e 26,424 8,707 12,926 40,054
s .. . e 27,475 8,970 10,362 46,807
956 () . . . . . . . 28,623 9,290 9,469 47,382
Per 100 hectares of agricultural and
forcstry area:
Livestock units (No.):
1930 . . . 53.5 35.9 26.0 39.2
3 e 55.6 367 25-3 39:5
1956 . . . . . - - 62.9 34 25.4 41.9
Live weight {quintals):
1930 . . . . 2334 158.0 110.4 161.4
38 . 0 . - . 242.% 162.8 87.9 164.0
56 . . . . . 274.1 167.4 80.4 170.6

Source: ISTAT, dnnuario Statistico dell’ dgricoltura Italiana, 1943-46, p. 98.

(1) ConeeneraziONE Nazioware pEl Corrtivarorl DirerTi, Agricoltura italiana in cfre,
1956-57, Table 77, An elaboration of the ISTAT data with the same criteria used by ISTAT
for 1930 and 1938,

(2) Cur caleulation on the average weights estimated by ISTAT for 1938.

1.8 million quintals, equal to onc fifth of home production. As
regards beef, which represents about one half of the total consump-
tion, imports in 1957 wete equal to about 1/3 of home production.
Probably in 1958 total imports of meat will amount to 2.1-2.2 mil-
lion quintals, an increase of one fifth over that of 1957.

It is worth noting that in the period 1950-1957, during which
the national income increased by 5 per cent per year and income
per head by a little more than 4 per cent per year, meat consump-
tion increased by 47.7 per cent and that of beef by 68.4 per cent as
compared with increases in production of 30 and 41.3 per cent
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TaBLE 16
MEAT PRODUCTION, IMPORTS AND CONSUMPTION IN ITALY
(thousands of quintals)
Production Net imports Consumption
Years All Beef All Beof Total Per hcgd
meat ~meat All . Al
M| @ @ | @ | kinds | 5| kinds | B
1930 . . .+ . o« . . | 7187 2,462 | 1,307 | 1,244 | 8,494 | 3,076 | 207 9.1
938 . . . . . . . i 8,248 3,347 367 366 | 8,615 3713 197 8.5
950 . . . . . o+ .« | 6,814 2,888 417 295} ¥,231| 3,183 15.6 6.9
61 .« v . o« . . | 6419 2,641 756 505 | 7,155 | 3,206 15.4 6.9
1952 .« . o« o« o« o+ | 412l 2,907 | 92| 567 | 8,204 3,474 | 174 7.4
1953 . « . « + .« . | 7951 3,500 640 421 8,591} 3,921 18.2 8.3
1954 . - « » + . o« | 8,215 3,004 646| 391 8,861 4,355 18.6 9.1
1955 . .« - - o+ .« . | 8,108 3,911 1,199 719|397 | 4630 19.6 1 9.6
1956 . . . . . . . | 9,016 4,160 1,287 869 |10,303 | 5,020 | 21.4 | 10.4
1957 (provisional) . . | 8,859| 4,082 1,822 1,297 (10,682 5,359 | 221 | II.I

(x) and (3) Including offals excluding hog fat.
(2) and (4) Excluding offals,

Source: ISTAT.

respectively, so that in order to satisfy demand total imports had to
be more than quadrupled. If income per head should increase yearly
at the rate of 3-4 per cent, the total meat consumption, allowing
for the increase in population, would rise in a period of ten years
by more than 4o per cent, while that of beef alone would increase
still more. Total meat consumption would rise, roughly, from 10.7
million quintals in 1957 to more than 15 million. The problem
that we are considering is clearly very different from that of self-
sufficiency. But without wishing to give rise to any misunderstand-
ings we must ask ourselves if agriculture will be in a position to
satisfy this increased demand.

We must empbhasize that a ten-year period — such as is con-
sidered above — is not long enough in this field, especially having
regard to the fact that the present situation has its roots so far back
in the past. Secondly, it must be noted that an increase of 1 million
hectares in the area under forage crops, in conjunction with the
increased raising of pigs, poultry and other animals, which is less
connected with forage production, and an increased yield in forage
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crops themselves, would only serve to maintain imports at a level
not very different from the present figure, On the other hand assum-
ing an average yearly increase in production equal to 2 per cent,
meat imports would rise to over 4 million quintals per annum, a
volume more or less equal to the country’s present beef production.

The Common Market could offer Italy great possibilities as
regards vegetables, fruit, industrial crops, and flowers. Nevertheless,
having regard to the tendency towards specialized cultivation, tech-
nical progress and extension of irrigation, it seems unlikely that such
products taken altogether will require an expansion in area great
enough to affect the broad distribution of our land resources, We
have also to remember that the reclamation from waste land or from
extensive utilization, is to be added to the areas which will become
available when the area under wheat has been reduced. It is suf-
ficient to note that since pre-war days the area to these crops
(exclusive of potatoes) has risen from 0.9 to 1.2 million hectares,
while total production has probably doubled.

The expansion of forage crops undoubtedly presents more: dif-
ficulties, as they require technical skills and capital which some, at
least, of the above crops certainly do not need. The increase in animal
husbandry through expanding forage crops involves a capital invest-
ment not only in animals but also in buildings, shelters, silos,
machinery and so forth. If things had gone differently this capital
would have been spontancously built up, little by little, The need
now is for very considerable investments, on a scale, however, that
docs not exceed possibilities, taking into account the large invest-
ments now being made in agriculture for different but nevertheless
not more productive purposes than those in question.

The total capital employed in animal husbandry in 1957 was
about 1,500 milliard lire (9); in the same year the value of livestock
production was 1,095 milliards, so that the capital-gross output ratio
was 1.4 to 1. '

Assuming that the “expenses” in the agricultural sector are
shared — this is, of course, an over-simplification — proportionately
to the values of production of the individual sectors, the net product
of the animal sectors would be about 830 milliard lire. On the other
hand, by increasing investments in cattle by 1/3 in order to take
account, even if only approximately, of related investments, the total

{9) LN.B.A., Annwario dell'agricoltara italiana, Vol. XII, Roma, 195%, p. 310.

T T T
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investment would increase to about 2,000 milliard lire, the capital-
net output ratio being 2.4 to 1. It is a very low ratio, perhaps lower
than the relative one in many industrial activities and certainly much
lower than in agriculture as a whole, which is 6 to 1 (capital invested
in agriculture being valued at 14,400 milliard lire and net product
at 2,400 milliards).

Therefore capital invested in cattle rearing has a very much
higher productivity than that of other agricultural investments,
pethaps equal to capital investment in the most productive industrial
sectors.

Further, we may say that in a strictly agricultural sense, even
neglecting the value of animal labour (despite the development of
mechanization, more than one half of the draught-power used in
agriculture is still supplied by animals), animal husbandry not only
returns in meat or milk thé value of the assimilated fodder, but
through a greater availability of barnyard manure makes it possible
to increase the productivity of all crops, cereals, vegetables, fruit, or
industrial and, finally, augments the productive capacity of the soil.

g. Although there is a widely-held, and on the whole well-
founded opinion, that there exists a close relationship between unit

- yields of wheat and of forage crops, the range of variation in the

former is much greater than in the latter (Table 17).

The ratio between the two is far from stable and tends to vary
considerably. In areas where the unit yields of wheat are lower
than 20 qls. the ratio between unit yields of forage crops and
unit yields of wheat becomes decidedly favourable to forage crops
{Table 18).

In the years 1954 and 1955 (a bad crop year and a good crop
year) during which the average unit yield of wheat was 17.45 qls.
per hectare, the average yield of forage crops, in terms of hay, was
47.65 qls. per -hectare, the ratio between unit yields of wheat and
unit yields of forage being 1 to 2.73. In these conditions and assum-
ing %,200 lire per ql. as the average price of wheat (which in effect
was the current price until a short time ago), the comparative cost
of hay in terms of wheat, in relation to land, is 2,635 lire per
quintal (10).

(10) It is neither a true cost hor a true price, which would seem to be and would be
rather high, but a ratio between the products of alternative use of the soil. :
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AREA AND PRODUCTION OP; WHEAT AND ;I‘EMPORARY GRASS BY TYPICAL ZONES TabLe 17
TR :
Wheat Wheat Temporatry grass(n
1954 ._ 1955 : 1954 1955
. Production : Production Production Production
Typical zones Area f—— —— Arca Area Arca
Total Per hectare Total Per hectare Tatal Per hectare Total Per hectare
thousands thousands thousands | thousands thousands | thousands thousands | thousands
of of quintals of of quintals of of quintals of of quintals
hectares quintals bectares quintals hectares quintals hectares quintals
I Alping mountains . . . . . ., . . . 37 673 18.2 16 764 21.1 69 3,552 5r.5 70 3,508 49.8
I - Alpine foothills {family farms) , ., . . . . . 497 10,388 ‘ 20.9 512 14,807 28.9 715 49,231 56.3 7ir 40,193 56.6
I - Capitalistic intcnsively farmed zomes . . . . . 297 7,592 25.6 335 11,704 35.0 793 52,331 66.2 8ro 55,292 68.2
IV - Recently reclaimed zones in the lower Po . . . . 212 6,298 29.7 222 9,238 41.6 215 15,400 714 222 15,302 68.9
V - Zones farmed mainly under métayer P 1,324 22,274 16.8 1,328 30,395 22.9 1,747 72,510 41.5 1,761 67,300 38.2
VI - Capitalistic extensively farmed zopes . . , . . 3LY 4,709 14.8 324 5,438 16.8 203 9,470 46.7 230 10,433 45.5
VII - Peasant latifundia zones R R o 7 10,769 10.6 1,055 11,805 11.2 266 7,769 29.2 273 8,321 30.5
VII - Mixed peasant farming zones in the South . . . | 538 4,998 9.3 545 5,624 10.3 231 6,137 26.6 238 6,773 28.5
IX - Intepsively farmed zones in the South . , . . 533 5,188 G.7 495 5,265 10.6 278 9,277 33.4 282 10,193 36.0
; Total . . . . . . 4,768 72,829 15.3 4,852 95,040 9.6 4,517 216,386 48,0 4,598 277,315 473
L Source: INEA, dnnuario dell'Agricoltura Italiena, 1957, Rome, 1958, pp. 52 and %0, Compiled from data of the Central Institute of Statistics.
(1) Forage crops in rotation (rotation meadows, annual and catch fodder crops). Production is expressed in terms of good normal dry hay on the basis of the nutritive value of the individual types of forage.
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Taking an average price of live cattle of 350 lire per kilo, which
has been the current price, then a kilo of meat equals 13.3 kilos of
hay. That is to say, were 13.3 kilos of normal hay sufficient to
produce one kilo of meat in terms of live weight, there would be
parity of gross production per hectare between grain and meat.

TasLe 1%

RATIO BETWEEN UNIT YIELDS OF WHEAT AND UNIT YIELDS
OF TEMPORARY GRASS .

(averﬁge for the years 1954 and 19535)

Y1clds per hectare
"Typical zon'e Wheat porary Ratio

) grass

{quintals) {quintals)

) )
- Alpine mountains . Lo 19.65 50.65 2.58
- Alpine foothills {family farms) e 24.90 56.45 2.2%
lII - Capitalistic intensively farmed zonpes . . 30.30 67.20 2.22
IV - Recently reclaimed zones in the lower Po 35.65 70.30 1.97
V - Zones farmed mainly under métayer . . 19.85 39.85 2.01
VI - Capitalistic extensive farmed zones . . 15.80 46.10 2.92
VII - Peasant latifundia zones . . 10.90 29.85 2.74
VIII - Mixed peasant farming zones in the South 9.80 27.55 2,81
IX - Intensively farmed zones in the South . 10.15 35.20 3.47

Imly . . . . . 17.45 47.65 2.73

(1) Rotation forage crops. Yields are expressed in terms of good normal dry hay.

If we consider the net product, we find forage crops to be more
advantageous. An analytical calculation would be so complicated as
to seem hypothetical. It can, however, be said that though livestock
raising needs a larger investment of capital, for fodder crops, either
annual and catch crops or rotation meadows (which remain in the
ground for several years), the expenses reach a maximum figure of
about 20,000 lire per hectare; whereas for wheat, even after allowing
for the value of straw, expenses average more than double (11).

(z3) If in the very near futurc, as scems inevitable, the price of wheat is stabilised
around 6,000 lire per quintal, the price of meat remaining constant, the advantage of cattle
raising will be increased.
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We need not at this point make any judgment on the sufficiency
of the aforesaid quantity of normal hay to produce one kilo of live
weight of meat. (We should also have to take into account the
residues from other crops - the production of secondary fodder is
equal to a quarter of forage crops in rotation -— and even the con-
centrated feeds). But it is a fact that precisely in the areas where
the unit yields of wheat are highest, both absolutely and relatively,
the livestock units per hectare and the livestock production per
hectare are greatest.

If we cxamine individually the central-northern areas where the
unit yields of wheat are higher (about 20 gls. per hectare or more)
and the southern areas where the unit yields are much lower, the
ratio between the unit yields of wheat and the unit yields of forage
crops decreases from 1 to 2.73, which is the ratio for the country
as a whole, to 1 to 2.17 for the central-northern areas and increases
to 1 to 3.06 for the southern.

Examining the individual southern areas, we find ratios of
1:2.74, 1:2.81, 1:2.92 and 1:3.47. The most favourable ratio as
regards forage crops is 1 to 3:47, which is found in the southern
areas under intensive agriculture, and the least favourable, 1 to 1.9y,
in the areas which have recently been reclaimed in the lower Po (12).

For the central-northern zones, taking the prices of soft wheat
at %7,000 lire per quintal, the comparative price of hay is 3,226 lire
per quintal; taking the price of wheat at 7,800 lite per quintal (the
weighted average of soft and hard wheat), for the southern areas
the comparative price of hay is 2,549 lire per- quintal (13).

Gross production per hectare of meat compared with wheat
— the price of meat being taken as 350 lire per kilo of live weight —
can be expressed as 10.8 kg. of hay for the central-northern zones
and 13.7 kg. for the southern (Table 19). In other words, to produce
a kilo of live weight — on a parity with wheat — the southern
farmer. bas available a fourth more hay than the farmer in the

(12) For the sake of accuracy we can express hard wheat ylelds in terms of soft whear,
on the basis of prices, so as to make che unit yields homogencous as regards quality. The
ratio between umit yields of wheat and unit vields of forage crops then increases from 1:2.17
1o 1:2.33 in the north-central zones and drops from 1:3.06 to 1:2.82 for the southern zones,
(Hard wheat is almost entircly produced in southern Italy and in the Islands).

(13) LN.B.A., Annuario dell’agricoltura italinna, Vol. XI, Roma, 1958, Appendix 1I,
Cap. VIII, % Produzione lorda vendibile per regioni nel 1957 *, pp. %6 £.
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central-northern areas. It should be noted that the forage crops of
southern Italy and in general those produced in warm and arid
climates have a higher nutritive value,

TamLe 19

COST OF HAY IN TERMS OF WHEAT AND PARITY
OF THE GROS§S PRODUCTION PER HECTARE BETWEEN WHEAT AND MEAT

- =
1
Price Value Cost Parity
of ojd gross |of dry hay bctﬁrecn
; roduction | in terms w]
Typical zones wheat pof wheat | of wheat | and :r?iat
L. per ql. L. per Ha, L, per ql. |Kg, dry hay
_ 0 (2) @
I - Alpine mountains , . 7,000 137,550 2,716 12.9
II - Alpine foothills (family farms) 7,000 174,300 3,088 11.3
II - Capitalistic intcnsively farmed
ZODES . . . . .. 7,000 212,100 3,156 I1.I

IV - Recently reclaimed zones in
the lower Pa . . . . . . 7,000 249,550 3,550 9.9

V - Zenes farmed mainly under
métayer . . . . . . . . 7,000 138,950 3,487 10.0

VI - Capitalistic extensively farmed
BOMES .« . . . . 4 . . . 7,800 123,240 2,673 13.1
VH - Peasant latifundia zones . . 7,800 85,020 2,848 |7 123

VIII - Mixed peasant farming zones
in the South . . . . . . 7,800 76,440 2,995 | 12.6

IX - Intensively farmed zones in the
N 7,800 | 7g170 | 2,249 15.6
Zones from I o WV . . . . 7,000 166,040 3,226 ro.8
Zones from VI to IX . . . 7,800 86,977 2,549 13.7

. {1y Zones I to V price of soft wheat; VI and following zones, the average weighted
price of soft and hard wheat.

(2) Including wheat used as seed.

_ {3) Equivalence of value of gross production based on the meat price of T.. 350 for
a kilo of live weight.

We wonder whether in the areas which have been for such a
long time under wheat and could be called exhausted, it would not
be possible through the extension of improving forage crops to secure
an increase in the unit yield of wheat.

Such an improvement in the cropping pattern would increase
the level of production and income in vast areas which are at present
principally under wheat, with decided and widespread economic
improvement to the whole of the South. Morcover, since wheat
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production is subject to far greater year-to-ycar variations in unit
yields than are forage crops, there would be a considerable reduction
in the annual variability of agricultural income. This greater stability
would not be confined to agriculture; the income of the whole area
would be less exposed to a casual factor like weather.

This possibility, despite the great variety of opinions held on
the subject, could become a reality, since there ate no strictly agri-
cultural reasons to hinder it. The substantial difference between
northern and southern Italy from an agricultural point of view is
that the scason of vegetative stasis falls in winter in the North and
in summer in the South,

With present technical knowledge and experience in the con-
servation of fodder, despite the low and badly distributed rain-fall,
and since wheat itself grows and produces, progress in this field is
far from impossible in the South.

1o. The extension of wheat culture and the scanty forage crops
and livestock raising in Southern Jtaly and in the Islands are not
justified, in general, by agricultural reasons. It would seem that
they are due to a kind of obsolescence in agricultural methods and
cropping patterns, if one did not also find counter-operating factors
such as to annul the advantages which comparative yields make
evident. In our view the explanation can be found in a number
of causes operating together, principally: (1) lack of technical know-
ledge at the farm-operative level; (2) scarcity of capital; (3) motives
concerned with the price of wheat; (4) market risks.

As regards price, we have already pointed out that the high
price of wheat led to increasing cultivation, made it more extensive
and finally resulted in maximization of rent rather than of product
per hectare. The raising of the marginal productivity of land com-
pared with other contributing factors has affected more -extensively
and more profoundly the backward and poorer areas, where the
marginal productivity of land was already high. This explains the
absence of the gradual formation of the necessary personal and real
capital.

Public investment and related private investment and the limited
introduction of new technical methods, have opposed this tendency,
but in insufficient measure. It may be assumed that the rising of the
marginal productivity of the factors cooperating with the land has
been, in wide areas and on the whole, decidedly small. Moreover
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it cannot be excluded 4 priori that the behaviour of the small owner-
farmer (particularly in certain cases, when his land is too small or
when there are opportunities of outside work, even if only casually)
is, if not the same, at least similar to that of latifundia owners, i.e.
to maximize rent. And this for several reasons — lack of technical
knowledge, scarcity of capital and so forth,

The other reasons concern market risks, which for wheat have
been reduced to the minimum, The wheat policy has given great
stability to wheat prices: for many years prices have been known
practically in advance. In addition, through the government purchas-
ing scheme sales and receipts have been, until recently and in large
part, prompt and reliable,

Livestock products have certainly not enjoyed such privileged
conditions, It is no exaggeration to assume that market risks may
have been of decisive importance in determining the choices made,
particularly in the poorer areas,

11, Italian agriculture is confronted with many problems. The
obstacles preventing the optimum use of the land are very great
and not easy to remove, though this is not impaossible.

If adherence to the European Common Market could offer the
opportunity of removing these obstacles and at the same time reduce
the imperfections of the market for industrial products, the positive
results would be of great importance not only for agriculture but
for the entire national economy.

The conclusions are implicit in what has been said above. From
them we can deduce some unquestionable precepts: first, do not
aggravate the scarcity of land; second, try to reduce it.

Therefore we must:

(1) insist on technical skill, that is on personal capital for-

mation at the operative level;

(2) encourage more cfficient cropping patterns by increasing
forage crops and livestock, because in this way the scarcity of the
land is reduced;

(3) encourage a greater application of fertilizers, the use of
which is too low, both absolutely and rclatively, compared with
countries having more land; '

(4) encourage the increase in the capitalland ratio, particu-
larly the agricultural working capital-land ratio;
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(5) encourage a natural and spontaneous raising in the land-
labour ratio.

This is not a priority list but suggests parallel lines of action.

It is a question of adapting the working of the fundamental variables

through optimum use of the scarce factors.

In order to decide on practical measures we must bear in mind
the existing conditions, not only in agriculture but in the entire
economy. We assume these conditions are well known and merely
state that: '

(a) Agricultural income per head is losing ground in relation
to that of other sectors, despite the fact that in recent years, taking
into account increased production and the exodus from the country-
side, the total output per person engaged in agriculture has increased
by something like 4 per cent per year;

(b) The “terms of trade” between agriculture and the rest
of the economy is unfavourable to agriculture and tends to worsen.
There are, however, no price indexes which would give the exact
extent of the phenomenon; the indexes of prices received and paid
by farmers are not adequate for this purpose (14).

Agriculture operates under highly competitive conditions so that
any increase in productivity is spread through the market. In indus-
try, because of imperfections in markets, there exists the tendency
to distribute the advantages of rising productivity mainly through
higher incomes rather than through prices (15).

The abolition of certain protective measures would imply the
elimination of a compensatory factor for agriculture. This does not
mean that artificial and costly price supports, such as the one for
wheat, should not be abolished. In general, the repeal of price sup-
ports does not mean that prices should not be watched or that one

(14) The same remark is valid for wholesale price indexes, Wholesale price indexes
of agricultural products are certainly representative, but those of nop-agricultural commodities
are not equally so, particularly in the casc of finished goods.

The “terms of trade ™ between agriculture and the rest of the economy can be best
followed through the cost of living index, adjusted for this purpose. '

Farmers’ consumption of home produced feod is not more than one-fourth of agricul
tural production, so that at least one third of the food consumption of the rural population
is bought on the market. Making an adjustment on this basis and eliminating house rent,
the index could serve, together with indexes of prices received and paid, as a broad indication.

(15) Paono Syvos Lasint, Oligopolio e progresso tecnice, Giufiré, Milano, 1957, pp. 127 f.
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should not try, in particular cases, to reduce excessive fluctuations
which are misleading to producers. This task could be entrusted to
associations of producers, the State cncouraging and festering all
such activity. :
~ The achievement of the necessary degree of flexibility is not
in practice incompatible with a satisfactory degree of stability, taking
into consideration the excessive price fluctuation (16). '

Other circumstances concerning the overall economy, which we
have not mentioned as we presumed them to be well known,imply
that the mere renouncing of any kind of price support would entail
a wide range of disturbing eflects. We shall touch upon a few
very briefly:

Inevitably the agricultural sector would tend to turn in on itself
and to limit its recourse to the non-agricultural sector (services and
goods bought from this sector are the most variable of the inputs,
but they also have the highest marginal productivity), with detri-
mental effects to the relationship between agriculture and the rest
of the economy, which cannot be overlooked when aiming at a
better integration between the two sectors and a general economic
expansion.

An increase in the existing inter-sector transfers of labour would
tend to counteract the tendency we have just mentioned, but with
difficulty and in any case with a certain delay. If these transfers
did not increase sufficiently as to counteract this tendency, it would
continue even if in a less accentuated form; if the transfers increased
sufficiently, after a certain period of time a manpower glut might
result elsewhere. It may be observed that the exodus from the rural
areas depends also on other factors, among which is the so-called
“city mirage ” and a psychological attitude which gives agricultural
work a very low social standing, etc. But these are additional reasons.

In a very stimulating essay on the “ dual ” nature of the Italian
economy it has recently been stated that the high level of wages
in industry -— except in the very small operating units — would,
because of the imperfect market conditions, constitute, the indepen-
dent variable of the system (1%).

‘ {16) On this point see: E. M. Ojara, Agricuiture and Economic Progress, Oxford Uni-
versity Press, G. Cumberlege, London, 1552, paragraph XI, pp. 177 etc.
(1) V. C. Lurz, “ The Growth Process in a *Dual’ Economie System », in this Review,
September, 1058.
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Apart from this, we are of the opinion that there are sufficient
reasons for thinking that under present conditions a larger exodus
from the rural areas would have little possibility of increasing fous
court employment in industry on an adequate scale. At least it
would be a question of bearing transfer costs in advance, and there-
fore greater than necessary, both on the real and the psychological
level.

The available data concerning employment are too incomplete
to show precisely which sectors have absorbed labour in recent years.
There has undoubtedly been a certain increase of employment in non
agricultural occupations: on the basis of available data, both direct and
indirect, this increase can be estimated at more than 1,600,000 per-
sons between 1952 and 1957 (18). Judging from the data on employ-
ment, it would seem that at least one-half of the increase occurred
in the tertiary sector. There is even greater reason to believe that
a large number of persons leaving agriculture — 7%, of the active
population since rg51 — have been obliged to seek entry in this
sector; with the exception of young people in their first job (which
are not included in the above percentage), even if it is presumed that
some branches of industry, such as the building industry, have ab-
sorbed a considerable number of former agricultural workers (19).

Increases in employment in the tertiary sectors generally imply
an increase in the reql national product; but not necessarily, nor
necessarily this increase is af Jeast in the same proportion (20).

The truth is that a high level of employment in tertiary sectors
is not necessarily associated with a high level of economic wealth;
paradoxical as this may sound it may be a common aspect of both
rich and poor communities (21).

{18) Sec the figures on the increase of non agricultural employment supplied annually
by the Relazione Generale sulla sisuazione economica del Passe.

{19) Vsra C. Lurz, “ Some Characteristics of Italian Economic Development, 195055,
in this Review, December 1956.

(20) The Vanoni Plan gives great importance to the tertiary sectors as regards the
achievement of full cmployment. Manpower in primary and secondary production taken
together would decrease, betwesn 1954 and 1964, from o to 66 per cent of the total, while
employment in tertiary production would increase from 3o to- 24 per cent. See; CIR, Linea-
menti del programma ¢ del veddito in Iteha, Istituto Poligrafico dello Stato, Roma, 1956

. 53-54.
PP 3 (zj) In progressive countries Colin Clark found through time a shift of employments
from primary to secondary production and particularly in the later stages towards tertiary
production. Corm Crarg, The Condirion of Economic Progress, Macmillan, London, 1940,
Chap. V, pp. 176 f; II edition, 1951, Chap. 1X, pp. 395 f,; Il edition, 1957, Chap. TX,

pp. 490 £
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We have had the opportunity of observing in certain small
communities in the far East that many people live by selling the
most varied services with the ultimate effect of redistributing, not
much more than a handful of rice per head. There is no need,
however, to go so far to find an example: it is sufficient to recall
the situation of our own country at the end of the last war.

It is highly probable that the final effect of the abolition of price
supports may be no permanent reduction in the cost of living; the
cost of living might even increase, making it more difficult to achieve
an adequate expansion of employment in industry.

The cost of living is very sensitive in the short run to retail
prices of foodstuffs; thesc are affected differently by changes up or
down in agricultural prices due to year-to-year harvest variations;
but in the long run the cost of living is influenced by other factors
besides those represented by agricultural costs.

According to the Vanoni Plan, in 1954 non farm services added
to farm products used for food represented 4o per cent of retail
food prices (22).

. If we consider only that part of agricultural production which
constitutes farm services, we can say that the cost of these services,
as far as food is concerned, is actually less than that of the non-farm
services “ incorporated in ” and “ added to ” the farm products (23).

(22) G. Orvanpo, “Iatorno allo schema di sviluppo 7, ctc., op. ar., pp. 117 1.

In 1964 the non-farm services, added to farm products, would be 47 per cent of the
retail value of food.

Taking account of foreign trade, non-farm setvices attached to farm-products entering
into food, which in 1954 was 41.6 per cent, in 1964 Is expected to be 49.0 per cent.

The Plan foresces for the decade the following developments: value of foad production,
rat farm level +18.2 per cent; non-farm services added +59,5 per cent; value of food con-
sumption, at retail +35.4 per cent,

The increase in income available for spending is go per <ent, so that — taking into
consideration the effect of the increase in population which would be 5 per cent in 10 years,
the income elasticity for food is 0.648 per cent, This figure scems plausible. It is due to the
combined effect of an elasticity of o.294 per cent for food at farm level and of 1.210 per cent
for non-farm services. The elasticity of these services appears out of proportion, even con-
sidering that the food consumed on the farms where it is produced is influenced by negative
“ population effect * and that the relative income elasticity tends to decrease rapidly (see the
hote 20). ) .

For this argument: T, Scwuire, The Economic Organigation of Agriculinre, McGraw-
Hill, New York, 1953, Part I, V, pp. 44 £.

(23) In 1957 the farm net national product at factor costs (farm productive services are
paid at factor costs) was 2,409 milliard fire while National Income was 13,478 milliard lire,
It can therefore be deduced that the cost of farm productive services was about 18 per cent of
the national income. Taking into consideration the non-food part of agricultural production
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Therefore, certain tendencies which are positive and desirable
from a theoretical point of view, such as the exodus from rural areas
and the expansion of tertiary sectors, in practice are not equally 50,
quite independently of the ways in which and the times at which
they may occur. :

12. For many reasons the necessary compensations must be
found elsewhere. First of all, taxation in the agricultural sector must
be adjusted to the low contributory capacity; secondly, social security
contributions must be revised so that the social costs of the agri-
cultural sector should in considerable part be borne by the entire
community; Jastly, subsidies are essential. The cost of fertﬂizcr§,
for example, should be partly borne by the government. In addi-
tion the time has arrived to study an efficient plan of production
subsidies, taking care that it is selective in regard to pr(?ducts and
avoiding any discrimination which would result in part1cula1: sub-
protection and might constitute a serious obstacle to the optimum
use of land. Taxation and social charges should be used alternatively
or conjointly, as substitutive instruments.

Measures of this kind, wisely considered and more wisely
devised, would help, within possible limits, in overcoming .the
dichotomy (24) of the Italian economic system, at the same time
maximizing employment and the rate of economic growth.

Arpo and Aimo Pennaccmiertr (¥)

Rome, March 1959

the percentage decreases to less than 17 per cent. Total domestic expenditure for food consump-
tion, including beverages (wine), represented 4o per cent of the national income equal‘ to 5,457
milliard lire, As imports and exports of food products have been almost balanced, it can b_e
seen that the farm produced part of food represented less than one half crf the total dolncsti'c
expenditure on foods. The difference is made up by the productive services bought by agri-
culture from non-agricultural sectors and incorporated in the products at farmf by processing
services, by transportation and distribution, by public services and other services of a com-
plex nature. '

(24) On the subject see: Vera C. Lurz, * The Economic Growth ete. ”, ep. ait.

(*¥) The Pennaccrisrrr brothers, the first a technician, the second an economist, jointly
present this smdy.



