Some Characteristics

of Italian Economic Development, 1950-1955

1. Introduction.

It has frequently been remarked that the
rapid expansion of the national product and
the high proportion of total resources devoted
to investment purposes, during the last five
or six years in Italy, have been accompanied
by what appeats to be a disappointingly small
improvement in the level of employment, and
that, despite the special measures taken to
encourage industrial development in the Mez-
zogiorno, where the dual problem of unem-
ployment and excessively low incomes is at
its worst, progress in that direction also has
been slow.

Since it is on the continuance of high rates
of income growth and of investment that the
« Vanoni Plan» (1) largely pins its faith as
the means of overcoming unemployment and
the extremes of poverty within a decade, it
seemns opportune to take — in so far as the
available material allows — a more detailed
look at what has actually happened during
the past five years or, roughly speaking, since
the [talian economy passed out of the stage
of « post-war reconstruction’» into that of
« development », What kind of development
process has this been? And does the answer
to this question provide a pointer to changes
in direction which the process would need to
make in the future in order for the aims of
the « Vanoni Plan » to be realised.

(1) Elements of a Programme for Raising Income and
Employment Levels in Italy over the Ten Years 1955-64 (Pro-
visional Draft), January 1955.

2. Factors Affecting the Rate of Income Growth.

The official figures for the gross national
product at market prices in each of the years
1950 to 1955 are shown in Table 1 (2). It is
estimated that over this period the gross pro-
duct increased in real terms at an average
annual rate of over 5 per cent. The rate of
growth fluctuated considerably from year to
year. The unevenness was, however, mostly
due to the large proportion of the total na-
tional product which is accounted for by agri-
culture (see Table 2), and the consequent
strong influence of harvest variations (3).

The upward movement in industrial out-
put (excluding construction) taken by itself
proceeded, according to the official index, at
an average annual rate of some 1o per cent;
and the movement (corrected for normal
seasonal variations) was uninterrupted by such
temporary downturns as were experienced in
a number of other countries. Concerning this
measure of industrial expansion, however, it
should be remarked that the official index is
inevitably based on data relating to a limited
part of total industrial activity. It relates
essentially to the activities which are carried
on in medium- and large-scale units of pro-
duction, and is not necessarily representative
of the movement in those sectors — forming

{z) An analysis by industry divisions of the gross product
(at factor cost) of the private scctor follews in Tables 2 and 3.

(2) The real percentage rates of growth from one year to
the next, calculated by valuing 1951 income at 1950 prices,
1952 income at 1951 prices, and so on, were estimated as follows:
1950-51 6.0 1051-52 3.0; I952-53 7.0} 1953-54 4.6; 1954-55 7.2.
(Cf. Relagione genergle sulla situazione cconomica del Pagse,
1954 and 1955).
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GROSS NATIONAL PRODUCT AND EXPENDITURE AT MARKET PRICES Tane 1 f GROSS PRODUCT OF PRIVATE SECTOR AT FACTOR COST BY INDUSTRY OF ORIGIN Tance 2
(Milliards of lirc) tMilliards of lire)
1950 1951 1952 1953 1954 1955 ; 1gs0 Ig51 1952 1953 1954 1955
w 1. Total consumption expenditure . . . . . 6,814 7,769 8,500 9,749 9,576 10,213 ! 1. Agriculture, forestry and _ﬁshing e 2,234 2,332 2,352 2,6%8 2,666 2,801
2. Gross capital formation . . 1,643 2,058 2,110 2,284 2,485 2,925 , 2. Mining . e 58 97 112 116 132 167
% . ) @ © 3. Manufacturing 2,438 3,E30 3,139 3,335 3,536 3,839
3. Total domestic expenditure . . . 8,460 6,857 10,619 11,433 12,065 13,138 i 4. Building 234 28g 404 531 628 VEL
4. Exports of goods and services, and income receiv- i 5. Electricity, gas and water 180 205 231 255 254 201
;d fr‘;m abma‘; ) d 1 e 0 963 L.279 5,160 14337 1433 1,620 ! 6. Transport and communication 479 534 596 643 H13 799
5. C58 mports ol goods and services, and ncome 1 H H o P H f . S
paid abroad (1) . o 1033 1437 1,56 1677 1,678 1,856 %. Distributive r.rac?cs and miscellancous services . ¢ 1,302 T 1,558 1,340 1,443 1,546
. . . i 8. Insurance, banking and finance . . . . . 221 351 391
6. Gross nationa) expenditure (= gross national pro- 1 . Py
duct) ST 8,390 9,609 10,210 11,093 11,820 12,902 1 9. Owmnership of buildings . 7 118 148 160 173 201
4. Deficit in balance of -payments (2) (=5—4) . 70 158 409 340 245 236 ‘ to. Total 7.001 Biray B340 5379 9918 10773
8. Total resources available for internal use (= 6+7)
(=total domestic expenditure) .o 460 9,85% 10,619 11,433 12,065 13,138 1. Adjustiments .- 427 515 656 779 872 952
9. Ratio of gross investment to gross hational pro- o : (a) for duplications W‘thm thc prwatc sector 199 205 233 256 283 323
duct (per cent) . .. . 19.6 ar.2 20,7 10.6 P a2y i (b} for « intermediate » scrvices rendered by the
To. Ratio of pross investment to total resources (per ! public authoritics to the private sector (1) . 228 3k0 423 523 589 627
cent) . c e 15.4 20.9 199 1 20.0 20.6 22.3 . ;
13, Ratio of irem 7 to item 6 (P"r cent) 4 L6 1o | o o L8 i 12, Adjusted total gross product 6,574 75609 7,884 8,600 6,040 9,821
(1} By cotitrast with thc schemes used by some other countries and also with that proposed by the OEEC, the Italian national
{1} Includes income on investments, and remittances of temporary emigrants. Does nat include gifts, cither governmental or ‘ income statistics treat only part of the services rendered by the public authorities as «final ». They dls’tmglllsh that is to say,
private. : between the services which are « final » in the sense that they directly bencfit the citizens, and the services that are « interme-
(2) Defined in accordance with the description of items 4 and 5. : diate » in the sense that they benefit, or are used by the various productive scctors, The second group figures among the deduc-
' tions that have to be made from the value of toml output of the private sector in order to obtain the « value added » of that sector,
Calculated in accordance with the OEEC scheme, the gross national product is higher {for the reason given in the footnote @
to Table 2 below). The resultant figures, with the corresponding investment ratios, are as follows: | of Western Gcrmany. And, in the case of the through the gradual bringing into use of
Gross National Product at Market Prices, Acoording to OBEC Scheme | latter, the exceptionally high rate achieved  these reserves of plant and equipment.
_ was partly a reflection of the absorption, into A third factor was the impact effect of
1950 951 1952 1953 1954 1955 ! the productive system, of additdonal workers  the liberalisation of imports — begun in 1949
] . . . . . .
E on a scale which is unfortunately far from  and intensified in the two following years —
1. Gross national product . . 8,618 10,00G 10,633 11,616 12,409 13,529 : having been reached in Italy, which gave Italian iIldUStI‘y access o souices
IL. Totl resources available for nternal use BE8S | 10167 | rnog2 | rngs6 | 12,654 | 13,765 ! The « Plan » drew attention to a number  of supply of certain goods (especially of ma-
HI Investment. s #643 %058 B 2284 2489 2925 ' f special factor f a non-recurrent n chin d ipment) from which it had
Ratio III+I (per cent) . 19.1 20.6 19.8 1g.%7 20.1 21.6 oL sp S 0 _O -recurre a- I cry and cquipm Il) 1o w. L
Ratio II+1I (per ceat) - 18.9 20.2 1.1 19.1 19.5 212 ture — from which the Italian economy had  previously been cut off by quantitative res-
benefited over the preceding five years, and  trictions,
which help to explain the high rate of income All of these factors had the effect of allow-
a large part of the total industrial economy — it is likely to be in some other Western coun- growth. First, both industry and agriculture  ing output to expand more than would nor-
which are predominantly the province of very  tries. ) were catching up with a backlog of technical =~ mally be possible on the basis of a given level
small firms (4). Indeed, the presence in the It has been commented in the « Vanoni | improvements of which the adoption had  of capital formation. All of them are by
Italian economy of a large number of tiny  Plan » that an average rate of growth of 5 per , been delayed by the war and by the early now more or less fully integrated into the
producing units and — what is partly a result  cent in the gross national product is a high | post-war difficulties; and they were thus able  economic system, and cannot be expected to
of this — the lack of comprehensive fiscal —one. The rate appears high both in relation i to achieve rates of increase in productivity  exert the same effect on the future rate of
data on incomes, inevitably makes the possible  to earlier Italian experience, and — even T that were above normal. income growth as they did on the past rate.
margin of error in Italian national income  allowing for the difficulties of making precise Secondly, substantial margins of excess At least one other factor should be kept in
statistics as a whole a good deal larger than international comparisons — in relation to capacity existed in certain lines at the be- mind as llkely to help keep the future statis-
the rates registered over thc. last six years in ginning of the period, and part of the sub-  tical rate of income growth in Italy high.
(4) Cf. p. 169 below. other Western countries, with the exception sequent expansion of output came about It concerns the effect on the national income
s
;
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‘TABLE 3
GROSS PRODUCT AT FACTOR COST
OF MANUERACTURING INDUSTRIES
(Milliards of lire)

1953 | 1954 | 1959

1. Food, drink and tobacco , 632| Gsg Ggo

2. Texdiles . e 383 38g| 359
3. Clothing, furnishings, leather,

ete. . . . . .. . 137 146 134

4. Wood 172 167 179

5. Paper . 53 55 62

6. Rubber 55 59 59

7. Metal manuofacture 2461 296|150

8. Engineering . . . . . . 857 896| 979
g. Processing of non-inctalliferons

minerals , Coe e 141 150 1%

10. Chemicals and allicd trades . 470 54z | 636
11. Printing, gramophones, films,
and cinematographic, and mis-

cetfaneous e 18] 197| 216

12, Total 3:335| 3536 3,839

statistics of the possible decline in the import-
ance of «auto-consumption » in the agricul-
tural sector.

Agricultural output which is consum-
ed by the producers themselves is counted in
the gross national product at its value at the
farm rather than — as has sometimes been
recommended by experts in national income
accounting — at the retail price for which
it would sell in, say, the nearest market cen-
tre. A rough estimate indicates that « auto-
coflsumption » still represented in 1955 close
on 30 per cent of total saleable agricultural
output in Italy. Tt will become a declining
proportion as workers now engaged in agri-
culture move away to other sectors (industrial
or tertiary). An this shift will lead to an
expansion of tertiary activities (transport, and
the distributive trades) which represents a

« fictitious » element in income growth, in -

the semse that it causes the national product

PRICE INDICES, ANNUAL AVERAGES ‘TABLE 4
(1g38=1)
- Increase
1950 | 195 | 1952 | 1953 | 1054 | 1955 1950-1055
{per cent)
I. Wholesale prices:
1. General index (ISTAT) . 49.0 | 55.8 | 527 | 52,5 | 52.0 | 53.2 . 8.5
2. Food products (ISTAT) . Co 523 | 55.2 | 54.0 | 567 | 577 | 58.6 12.0
3. (# Industrial materials and products (1) (2) . 494 | 62,3 | 560 | 5.4 | 509 | 50.9 3.0
(b) Industrial materials (3) Coe e 554 | 72.5 | 69.0 | bo.5 | 572 | 597 2.8
(c} Industrial products (3) (finished and semifinished) 47.8 | 507 | 52.8 | 49.2 | 49.2 | 48y 1.9
4. Consumers* goods (1) Co 5.6 | 59.6 | 54.4 | 55.3 | 56.0 | 56.0 8.5
5. Producers’ goods (1)
(2) Investment goods (4} 547 | 68.1 | yo.3 | 6a.4 | Bo.o | 637 16,4
(b} Goods for immediate use (%) 405 | 49.1 | 48.0 ! 445 | 450 | 46.4 14.6
II. Cost of living (ISTAT):
1. General index 4855 | 53.3 | 555 | 56.5 [ 58.1 | s50.7 23.1
2, Food 58.8 | 62.8 | 65.4 | 66.8 | 682 | wo.6 20.1
3. Rent . 7.3 | 123 | 186 | 173 | 183 | 209 186.3
I, Rasie of wholesale food prices to indusivial prices
La.+13. (a) e e 1.06 | 089 | 096 | 1o | ra3 | raj3
1V, Ratio of cost of living (food) to wholesale food prices . 1z | rag | rar | ra8 | rag | 130

(1) Elaboration by Bank of Italy of ISTAT wholesale price indices.
(2) All commodities from general index except food products, both raw and processed.

(3) Sub-group of (a).

(4) Metallurgical and engineering products, bricks, cement and other constructicnal materials,
(5) Chemical materials and products, rubber and fuel,

&
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to be inflated by the costs of marketing pro-
duce which previously required no marketing.

Even if the extent to which this factor
helped swell the rate of growth in the Italian
national product over the past few yecars was
small, it might become more substantial in
the future if — in accordance with the aims
of the « Vanoni Plan » itself (5) — opportu-
nities for employment in nop-agricultural
activities were to expand sufficiently to draw
large numbers of the « under-employed » off
the farms. And it would be one reason for
expecting the national income figures to con-
tinue showing a relatively high rate of growth,
and a reason for supposing that the statistical
rate might have to be somewhat higher than
the 5 per cent assumed by the « Vanoni Plan »
in order for the desired recal rate to be
achieved,

3. The Pattern of lnvestment.

The presumption that it will be possible
to prolong the average « real » rate of income
growth of 5 per cent per annum over the
future occupies a key position in the « Vanoni
Plan ». And a primary concern of the Plan
is that of securing a future investment level
sufficient to achieve this aim, on the pre-
sumption that, with the exhaustion of the
special factors referred to above, the level
required would have to be higher than in the
past (6). Our purpose here is not to discuss
whether the required aggregase volume of
investment can in fact be reached, but to call
attention — with illustrations from the ex-

perience of the recent past — to factors which

may influence the pattern of investment, and
particularly of industrial investment, and which
therefore help to determine the employment
effects of any given aggregate volume,

The statistics (Table 1) for the five years
1950 to 1955 show gross capital formation as

(5} The «Plan» envisages an exodus from agriculture,
within the decade 1955-64, of up to goo,oo0 workers (at present
unemployed or « under-employed »).

(6) The ratio of gross investment to total resources available
would, the « Plan » assumes, tise to 25 per cent by xg64.

‘having represented from 20 to 23 per cent

of the gross national product (%) or from 19
to 22 per cent of the total resources available
for internal use inclusive of the contribution
made by the deficit in the balance of pay-
ments (8).

Between 1950 and 1955 gross fixed capital
formation, taken alone, rose in money terms
by close on 8o per cent. The increase in real
terms was perhaps of the order of s5 per
cent (9), equivalent to an average annual rate
of growth of about 1o per cent.

One of the questions to which it would
be important to be able to give an answer
is why this comparatively high rate of invest-
ment did not so far succeed in making much
of a dent in the unemployment problem.

The effect which the increase in total fixed
capital formation could be expected to have
in creating permanent additions to employ-
ment and income naturally depends on the
qualitative composition of the total. A good
part (see Table 5) did in fact take the form
of housing (partly statc-aided), public works
and land reclamation projects, which either
have no direct effect in increasing the pro-
ductive capacity of the economy or else begin
to show significant effects only in the much
longer run. In 1955 housing investment alone
accounted for' about 26 per cent of gross
fixed investment, and housing plus public
works (10) for 35 per cent. The proportion
taken by these two categories in 1955 was
thus substantially above the comparable figure
(27 per cent) for 1950. By contrast, industry,

() These proportions again appear high in comparison with
the figures, in the neighbourhood of 15 per cent, found in mest
Western countries, even though they fall considerably below the
levels reached in Western Germany.

{8) The contribution from this source {equivalent, insofar as
it was not covered by foreign grants, to dissaving in the form
of drawings on foreign assets or of additions to foreign indebt-
edness) was particularly important in 1952 and 1953 when it
reached 4 and 3 per cent respectively of the gross national pro-
duct {(see Table 1),

(9) The price-level of « investment goods » rose (see Table 4)
by an estimated 16 per cent,

{10) Some of these public works expenditures are prob-
ably to be considered as mare in the natute of unemployment
assistance than of investment in any strict sense.
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which had absorbed from 37 to 38 per cent
of the total in cach of the three years rgso-
1952, took only 33 per cent in 1953, and 31
per cent in each of the two years 1954 and

1955-
TABLE §
GROBS CAPITAL FORMATION

AT MARKET PRICES BY SECITOR
{Milliards of lire)

1950 | 1651 | 1952 | 1053 | 1054 | 1955

1. Agriculure . . .| 1Bol 265! 2y0| 3ro| 337 370
2. Indwstry . . . . 570] yool #Bo| 740 70| 846
3. Transport and com-

munieation . . 20| 270| 310| 358| 414 422
4 Housing . . . .| 2% 320 409 466| 579 701
5. Public works () . | 130| 1635| 231| 260| 242/ 250
6. Other . .| 9ol 115] 120| 120| 132 146
7. Total fixed capital .

formation . . |1,520i1,835/2,120/2,25412,454]2,735

8. Movement in stocks [+123i+223/— 10+ 30/ 35/+r190

9. Total gross capital
formation . . . . |1,643/2,058|2,110 2,284|2,489 2,925

(1) Bxcludes that part of public construciion work which
relates to the other sectors indicated, such as work carried out
on Jand reclamation and improvement {which is entered under
« agriculture »), work relating to the permanent way of rail-
ways (which is jncluded under « transport »), and housing built
by, or with financial aid from the public authorities (which is
inchided under « housing »).

Source; Rescarch Division of the Banl of Italy.

Even though the proportion of total gross
investment taken by industry declined be-
tween the beginning and the end of the
period, the absolute expansion in gross indus-
trial capital formation was considerable. As
near as we can tell, the growth in real terms
between 1950 and 1955 must have been not
far short of 30 per cent

In order to explain why the employment
effects were so small, we should need to
make a further qualitative distinction within
the investment total. In an economy where
the level of employment is — for structural
reasons — far short of full, the growth in
productive capacity may be more or less con-
centrated in cither of two directions, corre-
sponding to two alternative types of develop-

. ment process:

(@) It may provide the additional plant
and cquipment required to absorb into pro-
ductive employment the unemployed along
with the current increment in the labour
foree; i.e. it may serve to broaden the employ-
ment base.

(b) It may provide the already employ-
ed workers with on the average more, or
more claborate equipment; i.e. it may serve
to increase the « capital-depth » of a constant
(or even declining) employment base.

This second process may in turn manifest
itself in two different ways. It may take the
form of the installation of increasingly elabor-
ate equipment, in the existing plants, And/or
it may take the form of a growth in the
relative weight, within the total complex
of industrial activities, of the more capital-
intensive as opposed to the less capital-intensive
$ectors.

The available statistical material on indus-
trial capital formation is too limited to allow
any direct estimates to be made of the quan-
titative importance, in recent years, of these
different forms of investment. The official
data are at present confined to the annual
totals for industry as a whole, no attempt
being made to divide them up between indi-
vidual industries or industry groups. It is
thus impossible to estimate how the invest-
ment totals were distributed between the
more capital-intensive and the less capital-
intensive industries respectively, And, al-
though a certain amount of fragmentary
information drawn from company reports
and other sources indicates that, in individ-
ual instances, a large part of the investment
of the period under review went into med-
ernising and re-equipping existing plants
rather than into establishing or equipping
new plants or plant extensions, no com-
prehensive statistical measure of the relevant
proportions is at present available.

Direct evidence, in the form of actual
investment figures, showing which type of
investment process — the « deepening » or
the «broadening » type -— predominated

__q@w_
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during the period under review is thus lack-
ing. Indirect evidence must therefore be
sought in the employment and output sta-
tistics.

4. Changes in the Employment Level.

Under present conditions in Ttaly almost
any statistical measurement of the volume of
unemployment contains an element of arbi-
trariness, owing to the difficulty of drawing
a clear demarcation line between unemploy-
ment and « under-employment », or between
those above the « povertyline» and those
below, One reason for this is that in a coun-
try where family allegiances are strong, and
the small, family-business is still preponderant
in large scctors of the economy, the total
volume of «unemployment » tends to get
spread over large numbers of persons. The
movements up and down in the figures of
the number of persons registered as unem-
ployed at the Labour Exchanges are, for this
reason alone, an unreliable guide to the deter-
joration or improvement of employment con-
ditions,

These figures are, moreover, vitiated by
errors of both under- and over-registration.
On the one hand, they inevitably omit large
numbers of unemployed who fail, for various
reasons, to register. On the other hand, the
technical impossibility of kecping a contin-
uous check over the genuineness of the
registrations means that some of them are
likely to be «illegal », i.e. to be made by
employed persons who seek to share in bene-
fits which are allocated from time to time to
the unemployed. For these and similar reasons,
weekly or monthly fluctuations in the figures
for registered unemployment have small signif-
icance.

The annual averages of the monthly figures
show an upward, rather than a downward
trend over the five years (see Table 6). Even
this fact, however, as has already been ob-
served in the « Vanoni Plan », does not nec-
essarily signify that the growth in employ-
ment — defined in a very broad sense —

failed even to keep pace with the natural
increment in the labour force net of emigra-
tion. It may merely mean that, increasing
numbers of the « under-employed » in agri-
culture, in the small handicraft industries and
in commerce, were actively seeking full-time
employment and more adequate levels of
earnings.

TARLY 6

UNEMPLOYED REGISTERING AT LABOUR
EXCHANGES (1)

{Thousands)
Class | Class | Class Class Clasr.:
I oo [TI‘[’“‘IHI v | v
@ | @ | @ [T g

1950 |n,e90.1f 42481 15610 | ry7ro | 30 | s7.6
1951 |n212.4| 508.7| 135.7 | 1,856.8 | 309 | s50.6
1952 |1,260.9| 588.8 | 132,94 1,982.1 39.4 | §1.9
1953 (1,282.0| 664.6} 133.x | 2,079.6 | 47.8 | 53.8
1954 (13048 653.91 136.6] 2,005.3 | 545 | 471
1955 |1,303.3| 6ro.x| 138.4| 2,051.8 59.7 | 46.5

(1) Annual averages of end-of-month data,

(2) Formerly employed persons,

(3) Young persans below age of 21 and others in search of
first job or released from armed forces.

{4) Women cngaged in domestic duties in the home and in
search of first job.

(5) Pensioners in search of work.

{6) Employed persons seeking change of job.

Source: Reluzione generale sulla sitwazione economica del
Paese {Anmual).

Note: In this, and subsequents tables discrepancies between
totals and the sums of constituent items are due o rounding.

On the other hand, as will emerge more
clarly from what follows, there is no sure
indication that, over industry and commerce
as a whole, the volume of « under-employ-
ment », or the number of people working at
average rates of productivity and real income
which are below the « poverty-line », actually
decreased over the period.

For a significant measure of the extent to
which the Italian economy moved closer to,
or further away from a situation of « full
employment », we should need, for the rea-
sons given, to look at the employment, rather
than the unemployment figures, and — more
exactly — to look at the figures for those
employed at levels of earnings above a certain
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minimum, rather than at the figures for em-
ployment in the broadest sense of all those
engaged in « gainful » activity no matter
what the level of remuneration. Only frag-
mentary information is available, however,
even concerning the movement in employ-
ment in this broad sense.

The only continuous series of employment

figures obtained by direct investigation, and

doubtless the most accurate series for the area
— admittedly a limited one — which they
cover, are the industrial employment figures
collected at monthly intervals by the Ministry
of Labour:

The Ministry’s sample has long been sus-
pected of being unrepresentative not only of
the absolute level of aggregate industrial em-
ployment, but even of its percentage move-
ment. The reasons for this are several: First,
the sample omits many sectors of manufac-
turing industry, as well as construction, gas
and water. Secondly, it does not register
employment of those outside the category of
« workers ». Thirdly, it takes no account of
establishments employing less than 1o workers,
thus almost automatically excluding the large
zone of Italian industry which is predom-
inantly in the hands of very small units (x1)
frequently of the artisan type. Even the per-
centage growth in industrial employment
might thus be underestimated by these figures
in certain circumstances, e.g. if the industries
not covered had expanded more rapidly than
those covered; or if the number of employees
in the self-employed, and supervisory and
clerical categories had risen more than in
proportion to the number of « workers » (12);
or, finally, if the very small establishments
had been growing in numbers and in employ-
ment faster than the larger ones (r3).

(11) Cf. Table § below.

(z2) This might happen either within individual sectors or,

over industry as a whole, by virtue of a change in the relative
weight of sectors with different proportions,
" (13) An increase, within an establishment, of the number
of workers from g to 10 (or a decrease from 10 to 9) may, of
course, cause some exaggeration in the movement of employ-
ment by pushing the whale estublishmene within {or without)
the criployment fgures.

It scems opportune to analyse in some
detail the nature, and extent of the zone of
industry which the Ministry of Labour does
cover, and for which the data may probably

. be regarded as giving a reasonably close

approximation, at least to the percentage
movement in employment from year to year,

This may be done by making a sector-wise -

comparison between the Ministry’s figures for
the month of November 1951 and the pre-
sumably more or less complete data registered
by the Industrial and Commercial Census for
approximately the same date (sth November,
I951).

The Census also provides the only fairly
complete instantancous picture recently taken
of employment in non-agricultural activities
exclusive of the public administration, the
armed forces and the professions, The em-
ployment registered in the various branches
of activity covered (i.e. industry, transport,
commerce, finance and services) is shown in
Table 7. Employment in all these branches
combined totalled 6.8 millions. This figure
is probably on the low side, for at least two
reasons: First, in the month of November,
employment is seasonally low in the impor-
tant sector of construction, as well as in some
sectors of the food industry, so that the Cen-
sus figures may fall short of those reached,
in the same year, at dates of maximum, or
average activity. Secondly, the figure for em-
ployment in construction seems to be very
low, even for the month of November, and
must probably be regarded as having failed
to register a good part of the construction
work carried on in « labour and reafforesta-
tion camps » (14).

In industry taken by itself, the Census
figures for employment in all grades (man-
agerial staff, self-employed and family assoc-
iates, supervisory and clerical staff, and
workers including apprentices) reached a total
of 4.2 millions, The Ministry of Labour
figures for the month of November 1951
registered  employment of workers totalling

(14) Cf. Informaxioni SVIMEZ, May 23, 1956, p. 455.
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1.7 million. They thus appear to have cover-
ed at that date just over 40 per cent of
the total industrial employment iz all grades
as registered by the Census. Related to the
Census figure for employment of workers
(including apprentices) taken alone the cover-
age by the Ministry was of course higher
— about 57 per cent (15).

TARLE %

INDUSTRIAL AND COMMERCIAL EMPLOYMENT
NOVEMBER 1951
(Thousands of persons employed)

. Industey . . . . L L L, 4,241.9
2. Transport and communication . , 579.3
3. Commerece {xy . . . . . . . 1,589.0
4. Insurance, banking and finance , . . 162.4
5. Miscellancous activities and services (z) . 208.0
G. Total e e e e e 6,781.1

(1) Includes wholesale and retail trade; hotels and restau-
rants and analogous cstablishments; and auxiliary commercial
activities, Wholesale and retail wade togethet accounted for
1,202.0.

(2) Includes: entertainments and analogous activities; ser-
vices relating to personal care; cleaning services; health services
provided by Public Administration and by various social insti-
tutions {¢. g. hospitals, pharmacies, etc.).

Source: Il Censimento generale dell'industria ¢ del com-
mercio, 5th November 1g51.

The unit adopted as the basis of clussification of activities
is here the «local unit», and not the firm. Where a unit
excrcises more than onc activity, it is treated as belonging 1o

that branch of activity which is the predominant one, ‘The-

same holds true for the sector divisions used in the tables that
follow,

In Table 8 are shown the two sets of

_industrial employment figures classified by

sector. An analysis of the two sets has sug-
gested a division of the various sectors into
two groups.

Group I, taken as a whole, may be regard-
ed as constituting the zone of Iralian industry
which — at the Census date — was well
covered by the Ministry of Labour. For each
sector within this-zone, the Ministry’s figures

(15) This ratio may be too high if the Census figure for
industrial employment in some sectors (especially construction)
is recognised, for the reasons given, as being too low. A very
small additional exaggeration is caused by the exclusion from
the Census figures of & repair shaps » belonging to the railways
(see footnote 17 betow),

(for workers) represented a high percentage
not merely of the Census figure for workers
only, but also of the Census figure for em-
ployees of all grades. Group II, by contrast,
represents the zone of industry over which
the coverage by the Ministry of Labour was
low, both for the zone as a whole and for
each sector within it.

Any such grouping contains, of course, an
element of arbitrariness concerning where the
line is to be drawn, and as to how fincly
broad- industrial sectors should be divided into
narrower sub-sectors, We have introduced
one such sub-division. We have, that is
to say, divided up the Census figures for
« engineering » so as to.exclude from Group 1
the whole of the category classified as officine,
on the grounds that these consist of odd-job,
and repair shops lying entirely outside the
part of engineering covered by the Ministry
of Labour, and falling more appropriately
under Group II. In some cases, also, the
individual sector divisions are only approxi-
mately co-extensive as between the two sets
of data, owing to discrepancies in the system
of industry classification (16).

The difference between the ratios shown
by the two groups is, however, sharp enough
to make the division chosen appear a signifi-
cant one., And the inexactitude due to the
lack of perfect homogeneity of the sﬁb—groups
as between the two sets of data, though not
negligible, is probably small (17). ,

Within Group I, the ratio of the Ministry

of Labour figure for workers to the Census

figare for all employees in the individual
sectors ranges from a minimum of 40 to a

{16) One such difficulty ~ within Group I — relates to the
classification of the item « artificial and synthetic textile fibres ».
The production (chemical stage) of these is treated. as part of
the chemical industry by the Census, and as part of the textile
industry by the Ministry,

(r7) In one case — that of « engineering I » — the lack
of homogeneity in the method of classification cuts across the
division between « industry » and « transport.», Repair shops
For railway equipment are listed by the Ministry under « indus-
try » (in the sub-sector « vehicles ») while those belonging to
the railways are listed by the Census under « tranisport ». The
effect of this discrepancy is slightly to overstar the true ratio
of the Ministry’s figures to the Census figures in « Group I -
engineeting » and, to a smaller extent, in Group I as a whole,
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Tame 8
INDUSTRIAL EMPLOYMENT: CENSUS AND MINISTRY OF LABOUR FIGURES, NOVEMBERER 1951
- Ministry |
Census ofLahogl Census
I I 0 Ratio Ratio | Per gent Poc:;' ;;nt | Ratic of
Em- | Workers - am- - -
plo;lt\:es i tzrl)c” Warkers Ty 111 Olf m ployees « work
1 (per cent)|{per eent)] PO¥ees {3) work- ere» 1o
warking fog in lcm-
insmall | & ployees
B (Thousands) units (2} a:l::;;n (per cent)
Grour | S o
A, Mining 118.71  101.6 60,4 5.4 50.9 15.8 Nil 85.6
B. Manufacturing:
I. ‘Textiles . 3
s 650.9 5.7 20.6 b (b) 8. 6. 8.8
2. Paper (and paper-working) 63.4] 55.4 532.0 6{6)8 583 52 3.2 s;.g
3. }"nnt:mg and1 pill-)hshmg 74.5 51.4 35.1 68.3 57,1 26.8 12.8 69.0
. Lea
g. Rubb):; (and skins) 38.6 26.9 153 s56.g 39.0 34,1 24.9 69.7
¥ Chemicals 40,1 32,4 32,0 98.8 79.8 8.6 5.9 8o,
» Lhemieals . s 148.7| 1117 ro.5 3.7 75.1
7. Petroleum and coal derivates . . 18y i2.8 110.7 g p 58
8. Cellulose and artificial and synthetic ) (b} 39 7 4
fibres for textiles . 2. . i i
9. Non—metallliftrous minerals 226.; ,23; “("15).5 52.5 51.0 2?}; 110\1'171 g;g
10, Mct{t“urgwal 145.1 128.2 100.6| 485 69.3 1.1 o. 88,
17, Engineering 1 () . !
£ g - 669.8| 5520 s516.5| g3.6 4.1 77 3.0 82.4
ot i (84.8) | {75.9) T
ota ) 2,088.9 | 1,740.5]| 1,482.3 (Ss.z) (71.0} 9.0 5-4 83.3
i 2.4 705
C. UCCU:F“Y G. ST 67.0|  44.2 349 |  7g.0 £2.0 18.9 Nil 65.9
orAL Grour I (3) . 2,274.6 | 1,886.4 1,577.6 33.5 gga, 9.6 5.0 82.9
1 .
Grour IT @rn | (689
B. Manufaciuring:
1. Food and allied 360.1 209.5 84.2 40,2 23.4 50.3 22.3 58.2
2. Tobacco e 52.5 48.8 — — - 21.3 Nil G2.9
3. Clothing and furnishings . 411.5 142.4 36.3 25.5 8.8 76.1 23.8 34.6
4. Waod, furniture, etc. . 293.6 128.4 z1.%7 16.9 7.4 69.3 56.1 43.7
5. Engineering 1I .o 227.1 78.3 - — — 8o.y 69.3 14.5
6. Photo-phono-cinematographic 171 2.5 1.5 Go.0 13.5 81.2 67.0 22.5
7. Miscellaneous manufactures 536|433 — — — 18.2 9.7 80.8
Total B 1,409.4 1 053.% 143.80 220 | 102 | 64.3 T 51z 46.3
C. Water 158 7.6 — — — 48.0 Nil 64.4
Gas 14.1 9.0 — — — 3.4 Nii 70.2
D. Construction . . 532.1 457_:8 - e - 18.0 5.8 86.0
Torar Grovr II . . _1,067.31 1,128.5 143.8 12.% 73 | 516 38.1 57.4
Torar Grour If (excl. construction) . 1,435.2 6o 143.8| 214 10.0 | 63.6 | 50.1 467
Total Groups | and I (g) . 4,241.9 4 3,014.G| I,721.4 57.1 | 40.6 28.1 20.4 71.1
_(58.5) | {40.2) _
Total Growps I and Il (excl, construction) (4) 37098 | 2,557.0| 1,721.4 67.3 46.4 29.5 22.4 68.g
: (66.2) | (46.0)
Total mannfacruring fndusiries only (4) . 2,498.2 | 2,393.6 | 1,626.1 67.9 46.5 30,1 23.8 68.4
1 (65.9) | (46.0)

(1) Includes: operai ¢ wmanovally sorveghinnti, custodi, addetti ai servizi interni; apprendisti.
(2} Represents ratio of employees working in « operating » establishments with 10 or fewer employees to total of all eniployees

in « operating
of Column I.

» establishments. The denominater, since it excludes « administrative » establishments, is not identical with the figure

{(3) The total nmumber of employees is here taken inclusive of those in « administzative » establishments, 7., is identical

with the

figure given in Column 1.

(4) The entire item « railway and tramway rolling stock » in the Ceasus returns accounted for 27.9 thousand employees,
of whem 23.0 thousand were « workers ». And the entire item « railway equipment construction and repair shops » in the Ministry
of Labour fignres accounted for 20.0 thousand wotkers. The exclusion of the whole item in each case from « engineering I»
brings the affected ratios down to the figures shown in brackets.

(a)

Cf. footnote 16 above,

(b) For « chemicals and allied trades» (6+7+8) and « textiles » taken together the percentages were 88.2 (for workers
to 4ll employees) and 75.3 (for workers to workers),
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maximum of 8o per cent; and for the group
as a whole the ratio is nearly 70 per cent.
Within Group II, the individual sector ratios
range from nil to 23 per cent. Construction
(which in the Census data accounted for over
half a million employees), since it is not
covered at all by the Ministry, is of course a
heavy item helping to make the average ratio
low [% per cent (18)] in Group II taken as
a whole. Even if the comparison is confined
to the manufacturing sectors alone, however,
those included under Group I are together
covered to the extent of some 70 per cent by
the Ministry, whereas those in Group I are
covered only to the extent of 10 per cent.

The relative size, in terms of total employ-
ment, of the two industrial groups — at the
Census date — was nearly 2.3 millions for
Group I, as against nearly 2.0 millions for
Group 1. The grouping thus divided Italian
industry voughly into two halves — in terms
of employment. :

The primary criterion followed in group-
ing the sectors in the manner of Table 8 was
that of determining what part, and how large
a part of industry might be considered as
fairly well covered — at the Census date —
by the Ministry of Labour data on employ-
ment. Certain further characteristics on which
the degree of coverage partly depends, and
which are again derived from the Census
figures, are shown in the last three columns
of the same table. Broadly speaking the sec-
tors in Group I show the following charac-
teristics: First, a small proportion of total
employees is attached to very small establish-
ments (with ten or fewer employees). Sec-
ondly — what is in most cases partly the
same thing — a small proportion of the total
employees is attached to units of the artisan
type. Thirdly, the proportion of workers to
total employees in all grades is high. In
Group II, on the other hand, it is generally
true — though there arc several important
exceptions relating to some of the sectors

(18 Or still less if allowance is made for the fact that the
figure for construction iz too low.
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| construction, tobacco, miscellaneous manufac-
tures (19) and gas (20)] which the Ministry
does not cover at all — that the proportion
of total employees attached to very small estab-
lishments is high, and that the proportion
attached to artisan units (2r) is also high.
And partly as a consequence of the latter
feature, which implies a high proportion of
persons in the self-employed and family assoc-
iates category (22), the proportion of workers
to total employees is — again with certain
exceptions in the sectors not covered at all
by the Ministry - relatively low.

The analysis of the two sets of figures
makes it appear highly probable that the per-
centage movément in the Ministry of Labour’s
monthly data for employment of workers
gives a fair approximation to that in total
employment in the zone of industry which
has been described as Group I, and which
comprises most of the industries that are run
predominantly on the basis of medium- and
large-scale units. The Ministry’s figures would
be unlikely seriously to understate the actual
percentage growth of employment in this
zone, unless: (a) in the larger establishments
the ratio of employees in the supervisory and
clerical grades to those classified as «workers»
had substantially increased; and/or (b) the
proportion of very small, or artisan establish-
ments had appreciably increased, Some move-
ment of the first kind may quite well have
taken place during the last few years, in con-
sequence partly of the introduction of the
most modern methods of factory organisation,
increased mechanisation, etc, It is also pos-
sible that there was some movement of the
second kind, due perhaps to the increased
« putting out » of certain jobs by the larger

(19) These comprise: clectric wiring material; clectric light-
ing equipment; musical instruments; articles made of plastics;
other articles not elsewhere classified.

(20) « Gas» in the Census includes: {(a} « production » as
well as « distribution of coal gas »; and (b) « transport and
distribution of matural gas by gas ducts ». The « production »
of natural gas is classified under « mining ».

{(21) Very few artisan units cmployed more than 10 persons
according to the Census.

(22) Cf. Table 20 below.




Banca Nazionale del Lavoro

complexes to units of the artisan type, where
labour was cheaper. It seems improbable,
however, that the relevant proportions can

ESTIMATES FROM VARIOUS SOURCES OF MOVEMENT IN EMPLOYMENT TABLE g

the Ministry of Labour figures cannot be
regarded as giving any reliable clue to the
measure in which employment expandcd.

S VO e —— e

1. Ministry of Labour:
A. AN industrial sectors covered:

Il INAIL (1):
A, Industry (excl. of construction):

2, Index

3. Construction:

2. Index

C. Transport (2}

2. Index
D. Total A+B+C:

2. Index
3. Variation (*ooo}

1. Relagione ecopomica (1955): o
Employment in all non-agricultural activities:
Varjation (*000) .

IV, ISTAT sample invesngation (3):
Employment in all activities:

{'000) (4)

Variation ("oco) .

(1) Number of « man-years » insured,

{2) Excluded arc groups (State Railways, merchant marine,

red, | 6
{3) The sample covered, in 1954, 04
68,861 families (largely the same as those of ¢
thus about 5 per mil. The enquiry was mac
- {4) Excluding those who did « occasiona

have changed so sharply as to make an
appreciable difference to the percentage 1n-
crease in employment in the ﬁrst'zon.e.

_ For the second zone — accounting i 1951
for not far from half of total industrial em-

1950 1951 1952 1953 1954 1955

n6 | nys8a | LF74S
g o E,722. 14389 1,733.6 1,735
N 1I\T(:'l of workers Lo} 71003 101.0 100.7 100.9 102.1 103.0
2. 1naex
B. Group I sectors . PR T . .y o o0
r ’ e 1,571.9 1,587.2 1,579. 580, .
1. No. of workers (‘oon} . . 51700 i i os o o
2. Index .o I

1. No. of workers (Po00) . . . . . - | 23004
roo

1. No. of workers (oo0) . . « -+ - 500.5
100

1. No. of workers (o00) . - - - -« - 181.3
100

1. No. of workers (Ceoo) .. - . . . - 2,089.2
100

2,350.4 z,qzz.o' | 2,507.2 2,634.5
163.9 ros.z 108.9 1r4.5

524.1 Go5.1 692.7 743.4
103.5 119.5 136.8 146.8

2037 216.1 230.5 2639
112.4 119.2 129.1 145:4

30182 | 3,243.2 . 34303 3,641.6
104.3 iod.s 1148 rzr.d
+ 129.0 | + 125.0 | + 1871 | F 2IT:3

;

{ + 280 + 300 + 3c0

‘ : 17,333 | 18,299
+ 946

post and telegraph) which are insured by bedies other thz:ln_INAIlS,.

i ith 1046 members, selected at random from 635 comuni, and in 1955,
,33%16fal::\lrliisusw;rtc:;r;5£itﬁ 263,486 n{embers selected from 639 comum. The sample wzs
le orfJ the 8th May in each year. Sowrcs: ISTAT, Compendio Statistico lialiano, 1950,

1» work during the week in which the date of the enquiry Fell.

The annual avcragr;-s of the Ministry’s
monthly employment figures (see Table o)

show an increase — for Group 1 taken

alone — of only 1.8 per cent in five years (23).

ployment, and largely consisting of industries
which are predominantly in the hands of
artisan, and other very small producing units —

{23) The employment figure of 1,600 thc‘msand registercld
by the Ministry for this Group in 1955 Was, it may be noted,
still below that {1,626 thousand) registered in 1948, when,'hov‘v-
ever, industry sti!l had on its payrolls exeess personnel which in

HENCe . e RO Kt
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The expansion of employment in this Group
may thus have been sufficient to take up not
many more than 40,000 (24).

Various attempts have been made to piece
together information about the level and move-
ment of employment over a wider area than
that covered by the Ministry of Labour.
The results of the main enquiries are also
summarized in Table q.

Among the three sets of figures shown
following those of the Ministry, the first
consists of indirect calculations based on
the annual payroll figures reported to the
INAIL (25) for purposes of accident insur-
ance. The INAIL has converted these payroll
figures, for the various industry groups and
geographical regions, to « man-years » work-
ed by dividing them by the average daily
wage (26), resulting from the pay-slips of
accident victims, multiplied by a conventional
« working year» of 300 days. Mecthodol-
ogical difficulties (z7) make it doubtful in
principle whether the INAIL employment

estimates can come very near to the true

movemernt,

somic sectors was a legacy of war production, and in others had
been hired for political reasons during the ‘peried of oceupation,
and which in view of the difficulty of making dismissals could
be worked off only gradually in the following years.

(z4) This estimate rests on the assumption that the ratio of
« workers » registered by the Ministry of Labour to total em-
ployment, in Group I, was the same in both years as at the
Census date (see Table 8).

(25) Istituto Nazionale per I'Assicurazione coniro ghi Infor-
tuni sul Lavoro,

{26) The average daily wage received by the accident victim
during the preceding fifteen days is reported when benefits are
claimed, In common with the total payroll figures, it includes
over-time pay and a fro-rata allowance for occasional or annual
gratvities, but excludes family allowances,

(27) The method of caleulating the number of « man-
years » has been deseribed by the INAIL itself (see its Nogzie
statistiche 1950, 1957, p. 28) a5 containing a systematic bias in
twe directions: In the first place it tends to give an employ-

,ment figure which is below the true one becanse, in any given

industry, accident frequency is higher among the older, and
hence higher-paid workers thian among the younger ones, so
that the average wage calculated is higher than the true figure
and the employment figure correspondingly lower. On the
other hand, within the same age-group in any given industry,
the bigher paid warkers are often those in higher positions
(more specialised workers, superintendents, foremen, ete,)
among whom rhe risk of accident is smaller.. The INAIL
(ibid.) regarded the first bias as being only partly offset by
the second.

Supetficially at least the INAIL figure for
total « man-years » worked in industry, ex-
clusive of construction, in the year 1951 (2,390

-thousand) comes very close to that for « work-

ers » (2,557 thousand) given by the Census.
Several considerations, however, warn against
concluding that this near-coincidence was
more than a chance phenomenon:

1) The category of cmployees subject
to compulsory accident insurance is broader
than that of « workers » in receipt of fixed
contractual remuneration. Tt extends also to
those (i.e. family associates and members of
co-operatives) who, though « dependent » in
the sense of being subject to the orders of
the employer (e.g. artisan or co-operative), are
not remuncrated on a fixed contractual basis.

2) On the other band the INAIL data
automatically exclude an undetermined num-
ber of workers, family associates, and « co-
operators », employed on tasks not classified
as subject to accident risk, and therefore not
coming under the compulsory insurance reg-
ulations,

3) The INAIL figures also exclude
workers (e.g. porters, and groups employed
under sub-contracting systerns, as in the sul-
phur mines) whose remuncration could not
be ascertained directly from the employer but
had to be set at « conventional rates » calcul-
ated indirectly (28).

4) The definition of «industrial activ-
ity » adopted for purposes of accident insur-
ance is broader than that used by the Census:
Under the food industries group it includes,
so long as they are associated with the use of
mechanical appliances, activities (stock-raising,
forestry, processing of produce, and other
work on the farm), which the Census regards
as belonging to « agriculture »,

A comparative analysis of the INAIL

figures for 1951 and the Census data for

November of that year is given in Table 1o0.
When the totals are divided between the two

(28) It was guessed (cf. INAIL, Notizic statistiche 1950,
1957, p. 2g) that 170,000 or 18c,000 workers in industey
together with wranspory might fall within this category.
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main geographical regions — the North and
the Mezzogiorno — it appears that for the
North the INAIL figures for employment in
industry, exclusive of construction and of the
food and tobacco sectors, represented an al-
most go per cent coverage of' the Census
figure for workers, family associates, etc. in
the same group of industrics, Th1.s coverage
is suspiciously high, especially in view of the
probability that, even in the North:

(a) some workers were not legally liable
to accident insurance; and

(b) there was some evasion with respect
to those that were.

figures for the much narrower industrial zone
which they cover, The B8-group industrial
classification adopted by INAIL cuts across
the sector divisions used by the Ministry,
and across our division between Groups I
and II. It is thus impossible to compare the
two sets of data for the whole group of sec-
tors (Group 1) for which it was concluded
earlier that the Ministry figures ought to be
fairly representative. Two of the eight INATL
groups, one comprising chemicals, papet,
printing, leather, and rubber, and the other
mining, mineral processing (29), ceramics and
glass, should, however, be closely comparable
with sub-groups of Group L. For these two
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Ministry figures for approximately the same
sector groupings, ‘The discrepancy is large.
It is difficult to believe, on the other hand,
that for these sectors the method of indirect
calculation used by the INAIL would give
results nearer the truth than the method
of direct enquiry used by the Ministry of
Labour. Probably, it must be concluded that,
over the past years at least, the INAIL data
were strongly affected by the reduction in
cvasion of the compulsory insurance regula-
tions.

The third set of figures shown in Table g
are the estimates — admitted to be extremely
rough — given by the Relazione economi-
ca (30) for the annual increases in total em-

culture, made by the ISTAT in May 1054
and May 1g55. The result — an increase in
cmployment in one year of 946,000 — is so
violently out of harmony with the picture
obtained from other statistical sources as well
as from general impressionistic evidence that
we must evidently dismiss these figures alto-
gether. The sampling methods were probably
inadequate to give results even approximately
representative of the highly variegated Italian
situation.

It is thus impossible to establish with any
approach to certainty how great the increase
in employment was during the period, or
where the bulk of it went, An indirect, and
extremely rough calculation gives some idea,

CENSUS AND INAJL DATA: INDUSTRIAL EMPLOYMENT Tasre 10 _
{Bxclusive of that in Censtruction), 1951 ) TamLe 1T
{Thousands} s
_ _ ] NATURAL POPULATION INCREASE, EMIGRATION, AND INGREASE IN POPULATION OF WORKING-AGE ()
i Census Figures of Categories . (Thousands)
of Employces Liable v v Ratio {per cent)
to Insurance (1) Census _ : '
Figare | LA 1950 | 1951 | x9sz | 1953 | 1gsq | 930
1 I jhii for all Figures (b)
Workers | Family | ey | %R ) vim | vav . ) '
Associates, - Employces 1. Natural increase in population . , ., ., . 457 379 369 166 429 422
2 etey, (3) . - 2. Net emigration G 126 92 134 147 181 219
— » 3. Increase in population net of emigration (1-2) . 331 284 235 219 248 183
A. All groups: 22419 1313 237344 3,087.6 | 2,136.2 §0.0 6g.2 ) 4. Natural increase in population of working-age {c) ‘320 342 371 379 380 330
North R 24 'I .6 y 170.5 G2m.2 2542 67.0 40.9 ; 8. Net emigration in woerking-age groups {¢) . . 95 69 100 1ro 140 180
Mezzogiorno . . . . . . . 315+ 4 6. Natural increase in population of working-age
Taly . . . . . .. 2,557.0 1959 | 27529 | 3:799.8 1 2,350.4 86.8 644 less emigrants of working-age (45) . . . . 225 273 271 269 240 150
- _— 7- Population present (ar end of year). Ce 46,921 | 47,208 (d)| 47,442 44,661 47,909 48,092
. groups except « food
allied » (g): 68.6 a) Bet h and 65th birthd
Noh .. .| wesrgl o83 | aasee| assec| nsabs | 8y | G (9 Between 14ih and G5 birchdays
i -~ Mezzogiorno . . . . . . . 217.0 444 261.4 458.2 19¢.3 728 415 {¢) Bstimates very rough.
taly o 212987 1527 | 245504 | 32972 | 21373 84.2, 64.8 (d) The population present at the Census date (4th November, 1951) was 47,144,000 {provisional figure).

Sources: Annuario statistico, 1954 and 1955; and Relagione generale sulla sitwazione economica del Paese, 1953, 1054 and
19553 except for figures in italics which have been estimated independently in order to complete the table. Net emigration in the
working-age groups has for this purpose been assumed to represent 75 per cent of total net emigration.

e idered ] ident risk: the number of persons in this class is not
Except when working in jobs not considered as subject to accid . X ' : e ’
(1) Excep 4 ] for 1950 is obtained from the old ISTAT series rectified in accordance with the 1951 Census figure.

determinable. ) .
(2) Including sorveglionti, etc., and apprendisti.
) B o J);ﬁd ber of k i ages are caleulated « indirectly »
Excludes an undetermined number of wotkers whose wi 2 . .
gg Ezzlzd:i are « food and allied » plus « tobaceo » in the Census figures, and the group « food, forestry, stock-raising
and agrarian industries, ete.» in the INAIL figures.

The population figure

ployment in @il non-agricultural activities,  however, of the order of magnitude of the
For the three years 19531955 the annual  number of persons. who must have found
increase has been put at between 280,000 and employment somewhere, A tentative estimate

The growth, between 1950 and 1954, in
total industrial employment (outside of con-
struction) given by the INAIL figures was
14 per cent. This partly reflects an increase
in hours worked per man. It compares with
a rise of only 5 per cent (again including the
increase in hours) in the Ministry of Labour’s

important groups, the INAIL figures showed | 300,000,

increases of 13.4 and 26.2 per cent re:.apectivlcly
as against 0.0 and 13.9 per cent (including
the effect of the longer hours) given by the

(29) Includes metailurgy in the narrow sense of the trear-
ment of the minerals to exteact the metal,

The final set of figures — which are in-
cluded for completeness of the record — are

‘those obtained from the sample investigations

of employment in all activities, including agri-

(el (30) Reluzione generole sulla sitnazione economica del Paese
relating to the year 1955). . :

of the growth between 1950 and 19535 in the
population of working-age puts it at some
1,200,000 (se¢ Table 11). Allowing for the
increased proportion of women who were
evidently seeking gainful employment, the
ratio of the increment in the labour force
employed or secking employment to that in
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the population of working-age may perhaps
be put at 6o per cent, giving an addition
to the labour force of over #o0,000. It is
believed also that between two and three
hundred thousand persons left their former
places of residence and work in the country-
side, in search of employment in non-agri-
cultural activities, The addition to the labour
force seeking employment outside of agri-
culture may thus have been of the order of
goo thousand or a million.

Although the Labour Exchange figures for
registered unemployment (sec Table 6 above)
showed an increase of nearly 300,000, this
figure does not — as was remarked earlier —
necessarily signify a corresponding addition
to the numbers totally without work: indeed
the addition to unemployment in this strict
sense may have been nil or even negative.
Possibly, then, the increase in non-agricultural
employment during the period may have been
sufficient to absorb close to a million persons.

Where these people found work must
remain partly conjectural, What seems to
be clear is that only a very small number was
absorbed by Group I of industry, and that the
bulk must therefore have gone into Group Il
of industry, and into transport and commerce.

Our next task is to examine in more detail
what happened in Group 1 of industry:

5. Employment, Output and Productivity in Group |
of Industry.

We have seen that the annual averages of
the monthly employment figures given by the
Ministry of Labour show an incrcase, between
1950 and 1955, for Group I of the modest
dimensions of 1.8 per cent. At the same time
an increase occurred in the average length of
the working weck. In 1955 the average
number of hours worked per man in Group [
was 2.4 per cent above the 1950 figure. This
increase taken in conjunction with that in
employment gives a rise in the total number
of man-hours worked of 4.2 per cent.

The increase in the volume of employment
in the broader scnse was thus due more to

an increase in hours worked per man than
to an increase in the number of workers,
This fact is partly ascribable to special cir-
cumstances. ‘The first of these was the sub-
stantial proportion of the total number of
workers who were on short time in 1950
— a proportion which, as the following table
indicates, was subscquently reduced.

LENGTH OF WORKING WEEK
{Ministry of Labour Sample} (31)

1950|1951/ 1952|1953 | 195411953

Average of monthly data

Percentage of workers
working :

a) Less thag 40 hours |15.2]13.0|15.3|12.9 | 112 | 12,8
b} 40 hours . . . . | 10,4 | 10.1|16.3] 14.7 [ 13,3 | 1227

¢) More than 40 hours | 65.4 | 70.5 1 68.4 . 72.4 75.'5 4.7

The second was the preference among em-
ployers — given the difficulty under the prevail-
ing conditions in the labour market of making
dismissals in slack times — for resorting to
overtime work (32) rather than to extra shifts
which involve the hiring of additional work-
ers (33). This movement towards increasing
use of overtime also has a natural limit,
however, and seems already to have been on
the wane during the last year.

The index of industrial production (ex-
cluding building) compiled by the ISTAT
indicates that over the five years aggregate
output in all the sectors covered increased by
56 per cent. We have again divided the
sectors into two groups: those belonging to
Group I and those belonging to Group II
(see Table 14 below).

(31 In this table Group II sectors have not been elimipated
from the total,

{32) The « normal » working weels -— for hours in excess
of which overtime rates are paid — lis generally 48 hours,
although in many cases it is fixed by collective contract at a
lower figure (in some instances as low as 40 hoursy

{33) The advantage to the employer is magnified by the fact
that the extra costs due to the overtime rates are largely offset
by the savings in social insurance charges. -
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It may be assumed that an approximate (34)
coincidence of frontiers exists between our
Group I employment figures and our Group 1
output figures.

Under Group II the ISTAT index covers

a somewhat broader range of products than

is covered by the Ministry of Labour figures
for employment: thus it gives a much fuller
coverage to food and allied trades (including
tobacco), and it extends to the furmiture in-
dustry. Otherwise it is weak in some of the
same spots as the Ministry of Labour data, e.g.
the clothing industry (under which it covers
only footwear), small engineering, and miscel-
laneous manufactures. Even in the food, and
the wood and furniture sectors, the fact that
the ISTAT is obliged to compile the sector
indices from returns made by a few, ic. the
larger firms amongst the vast number of
which these sectors are constituted, means
that those indices arec not necessarily repre-
sentative of the movement in total production
in the relevant sectors. Thus a large part of
Group II is again either too poorly represent-
ed or not represented at all even in the pro-
duction index.

Table 12 summarizes (in index form). the
movement between 1950 and 1955 in produc-
tion, in employment, and in hours worked,
in Group I of industry.

TanLE 12

OUTPUT, EMPLOYMENT AND PRODUCTIVITY
IN GROUP I OF INDUSTRY (1)

{Indices)
Output | Employ. Total Output
e mpioy man-hours | per man-
() ment worked hour
ki
1950 100 100 100 {}3100
1954 150 I01.4 104.6 ) 143
1955 164 i01.8 104.2 157

(1} The indixe of output relates to annual figures, and the
Indices of employment and hours to averages of monthly
fgures.

(2) Original base 1938,

(34) The production index, however, omits « printing and

publishing » which is included in the Group I employment
figures,

The growth in output — obtained with
an increase of only 1.8 per cent in the number
of persons employed and 4.2 per cent in the
number of man-hours worked —— was 64 per
cent. It obviously came for by far the major
part from a rise in average productivity per
man-hour worked, and only to a small extent
from an increase in the volume of employ-
ment, either in the narrower sense of the
number of workers or in the broader sense
of the number of hours worked (35). The
average productivity per man-hour appears to
have risen by some 57 per cent.

Tables 13 and 14 reproduce the movements
in employment and output by sector (36).
They allow us to examine two aspects of the
small absorption of labour. The first is the
exiguousness of the growth in employment
in proportion to that in output in individual
sectors, The second is the decline in the
relative importance - in terms of both em-
ployment and output — of the more labour-
intensive sectors as against the less labour-
intensive ones.

The percentage movements in output for
individual sectors in Group I are set out side
by side with those in employment in Table 1s.
In some sectors the number of workers ac-
tually decreased. This is true not only in
textiles, where in the most important branch
— that of cotton — production declined, and
in leather where output likewise fell. It is
true also for steel where the increase in pro-
duction was very large (127 per cent). And
in the chemicals, and petroleum and coal
derivates sectors, where the increase in pro-
duction was also exceptionally high (108 and
204 per cent respectively), the increase in
employment was comparatively small (15 per
cent for the two sectors combined); similarly

(35) There was actually a slight decline in the hours worked
between 1954 and 1g55.

(36) Group II sectars are included in both tables for the
sake of completeness, though the employment figures and, in
most sectors also, the production figures cannot, for the reasons
already given, be depended upon to give a reliable indication
of the true movement, : :




[
i 170 : Banca Nazionale del Lavoro
TABLE 13 TasLn 14
INDUSTRIAL EMPLOYMENT (WORKERS) INDICES OF INDUSTRIAL PRODUCTION
: MINISTRY OF LABOUR SAMPLE, BY SECTOR (I) (2)
| T iR N T | Converted |
1930 1955 1955 19 8 =100 te basc
e 3 1950 =160
(1950 1950
(Thousands) o IOO)
S P 19501 1954} 1955, 1954| 1955
Group 1 o
" Grour I
A Mimmg e 57-2 547 95:6 A, Mining . . .| ro3| 200 | 24711 1941 234
B. Munufacturing: r. Metalliferous mmerﬁ 79§ 115| 130! 146 165
‘ Textiles « . . . . . .1 5253 | 4489 8s5.5 2 Fuels . . . . .| 200] 665 | B2 332 436
i of which: 3. Various non- met’llh[-
cotton . . . . . .| (240.0)| (2048)| (82.0) erous mfncnlq oo .| gop1ar| 130 134 144
. wool . . . . . . .| (1155)] (108.4)| (93.7) B. M“?*f”f]‘*“"‘"”g coew | 12r) r8o) 198 1149 164
i Paper . . . . . « . . . 0 B 1. Textiles . . . . .| 109] 17| xog| 107] g5
: a.pe_. 33:3 37 o4 {cotton) . . . . .| 119] 115| 100y ogy| 84
Printing . . . . . . . 34.5 40.2 116.5 (wool) .. . . 123 | 164 147 133] 120
Leather . . . . . . ] 16.6 14.3 86.1 2. Papm and papet- werk—
Rubber . . . . 33.0 32.8 90.4 ing . . v .| 105 134 144 | 1281 137
P Chemicals and alhec{ t!‘adcs 108.6 125.3 115.4 3. Leather, ﬁkms o 90| 9t 82 101 g1
: Processing of non-metallif- 4. Rubber goods . . 132 | 194| 202 147 153
C_b gl Li)ncr'lls 1o . P 5. Chemical and 'ﬂhed
cw.us IT) als . . 34 29.9 125. trades . . . . . .| 140| 278] 313 | 190 | 224
of which; {chemicals) . . 130 | 240 | 270 | 185| 208
bricks . . . . . . (34-6) (55.0)1 (159.0) {coal and oil deuvates) 258 | 7331 784 | 284 | 304
cement . . . . . .| (165} (18.3)] (110.9) (aruﬁcxlwl textile fibresy | too | 114| 118 114 118
1 Fact 8.8 6. Processing of non-met-
Meta panmadare .- 9% 99-2 | 1004 alliferous minerals . . | 120| 74| 207 | 145| 172
of which: i 9. Metal manufacture | 104 | 173| 213 | 166 205
iron and steel . . . . (Ba.6)! (81.3)| (9B.4) (iron and steel) . . . | 102 | 180 232 | 176 | a2y
Engineering: 8, Engineering . . 129 | 178} 203 | 138 139
: It (non-electric machmes) 133 | 166 195 125 | 149
‘ Re-smelting .. .. 339 135 128.3 {electric machines) . . | 112 | 108| 10g| 96| o¥
; Non-cleewric . . . . 283.8 331.1 116, {transport equipment} | 132 | 214 | 244 | 162 | 133
; Blectric . . . . . . 55.7 64.4 t15.6 {of which: motor vehicles) | 149 | 277 | 298| 186 | 200
j Transport equipment .| 151.9 | I41.9 93+4 C. Electricity . . . . .| 159| 228 2451 143 | 154
of which: Total O I 72 8 20 150 | 16
b motor vchicles and air- o oup L 5 7 SRS 4
craft . . . .. (72.8) 1 (76.1)] (104.5) Grour 11
' Total engincering . . .| (525.3), (580.9)| (110.6) B. Manufacturing:
i C. Blectricity . . . . . . . . . 1. Food and allied trades, | 136 | 158 | 163 | 116 | 120
? Femey 339 373 1re-e including tobaceo .
) Total Group I . . .|1,371.0 [1,6c05 | 101.8 2. Clothing (footwear) .| 97| 92| 89| 119 116
3. Wood, furniture and
- Grour [1 fixtures . . . . .| 123| 173] 176 141 143
B. Manufucturing: C.Gas. . . . « . . .|l 153 15%| 148; 1031 o7
Food . . . . . ©o 92.8 | 10631 1145 D. Construction . . . . | 123 282 326! 229 255
) Clothing (foolwear and g
i hatg)y . . . . . . . 365 39.2 1074 Total Group H, excl. con- :
. Wood . . .. . 19.5 20.7 136.9 suction .. ... | 30| 158 161y 122 124
1 Gramophoncs and ﬁlms . 1.5 1.8 120.2 Total Group 1I, inel. con-
‘ truction . . . . . . 8! 18g| = & 8
; Total Group II . . .| 1503 | 1740 | 115.8 SErHcion 128 189 | z02| 148 | 13
: . ; . Total Groups T and I, excl. |
: ‘Total all industries covered | 1,722.3 | 1,774.5 103.0 construction . . . . .| r26| 187 | 196 raq| 156
: Total Groups I and II, indl.
(1) The Ministry’s data related to 16,479 establishments (of o:om::;rt{:;n .n_ ) i 126 | 18y | 04| 148| 162
which 1,602 were « inactive » in June 1950, and to 17,488 (of
which 619 were « inactive ») in June 1955. At the first date

i ' 12,019 of the «active » establishments belonged to Group I,

' and 2,798 to Group 1. At the second date the COlchpondmg Source. ISTAT, drnuerio Staiisiico, 1955, and Bollettino
‘ figures were 13,804 and 2,075 respectively. mensile di Statisticn 1956, No. 6; except for « construction »
i (2) Annual averages of monihly data, which comes from the Research Division of the Bank of Iraly.
|
|
|
i
|
}
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in the automobile industry, where output
doubled, the addition to employment was very
modest (4.5 per cent).
TABLE 15
COMPARISON OF MOVEMENTS IN OUTPUT
AND EMPLOYMENT IN GROUP 1 OF INDUSTRY
1950 TO 1955

Qutput E?‘E}::y‘
Percentage increase (+)
or decreasc {(—)
A. Mining + 134 [ — 4.4
B, Manuficturing:
1o Textiles . . . . . . . | — 5 |-—145
of which:
cotton . . . . . . | — 18 [—17.9
woeol , . . . . . . + 20 [— 6.3
2o Paper. . . . . .. o |+ 37 |+ 48
2, Printing . . . L. . a. + 16.5
4. Leather and skms N R T B £ 2]
5. Rubber . . . . . . . + 53 |— 0.6
6, Chemicals . . . . + 108
7. Petrolenm and coal der1v~ + 154
ates . . . e + 204 :
8. Cellnlose and nat, and
syn.-fibres . . . . , . + 18 n. 4. (1)
9. Non-metalliferons minerals | + w2 | 4 25.6
to, Metalluegical . . . . . | + 105 |+ o4
of which: o
iron and steel . ., . . + 127 w16
11. Engineering . . . . . + 57 + 10.6
of which;
motor vehicles . . . + 100 + 45
C. Electriciey . . . . . . . + 54 + 10,0

.. =not available,
(1) Partly included under textiles,

Even if part of the apparent high increase
in productivity (37) in certain sectors is im-

(37) The comparison of the output with the employment
figure somewhat overstates the increase in productivity in the
case of most sectors since it does not allow for the change
(mostly upwards) in hours worked per man. The annual
averages of the Ministry of Labour figures for hours worked
per month per worker in the sectors mentioned moved as
follows ;

1950 1954 1955

Cottom . . . . . . . 15§ 153 140
Wool . . . . . . . 154 162 156
Leather . . . . . . . 137 167 160
Steel . . . . . ., 18 183 184
Automobiles . . . . . yp 179 177
Chemicals and aified . . 176 181 179

putable to other factors than additional in-
vestment (e.g. to the fuller utilisation of pre-
viously under-employed man-power as well as
plant and cquipment, and to technical innov-
ations and improvements in plant outlay and
organisation not associated with extra capital
expenditures), the table hardly leaves any
doubt that in almost evety sector taken indi-
vidually, whatever additional capital invest-
ment took place during the period (38) must
have gone very largely into raising the capital-
labour ratio of a constant, or declining labour
force rather than into equipping an expansion
to that force,

The raising of the average capital-labour
ratio over Group I as a whole seems to have
been partly accomplished, however, through
a shift in the relative weight of different
sectors.  On balance the sectors with high
capital-coefficients  expanded  proportionally
more than the sectors with lower capital-
coefficients. 'This tendency is illustrated by
Table 16 which attempts to make a triple
grouping of the various sectors according to
whether they have high, medium, or low
capital-labour ratios. Almost all of our
Group 1 sectors fall into the first two cate-
gories. The table shows that the structure of
output changed considerably over the period.
A very rapid expansion occurred in those
sectors where capital-labour ratios are high,
e.g. in the hydro-carburates sector (mostly
natural gas), in chemicals, in petrol refining
and in steel. An actual decline, or compar-
atively modest increase took place in the two
sectors, textiles and engineering respectively
— both sectors with relatively low capital-
labour ratios — which have traditionally
formed the backbone of Italian industry and
the two largest areas of industrial employ-

ment (39).

(38) As was indicated earlier, no statistics are available
which allow us to measure what part of the industrial capital
formation of the period was absorbed by Group I of industry,
Certainly, however, it must have absorbed 2 major part.

(39) It should be observed that the output figures for most
of the sectors comprised in the lowest of the three proups, and
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Tanre 16

INDICES OF INDUSTRIAL. PRODUCTION
AND OF EMPLOYMENT FOR SECTORS GROUPED (1)
ACCORDING TO DEGREE OF CAPITAL -INTENSITY

{1950 = 100)

Output Employment

1954 | 955 [ 1954 | 1955

I. High capital-intensity

Mining: fuels . . . 332 436 n a. oa.
Chem, and allied (2) . 199 224 | 111.1) 115.4
Rubber . . . . . | 147 | 153 073§ 994
Metal manufacture . | 166 | 205 48.9 | 100.4

Electricity and gas (3) | 139 | 147 | 108.3| 210,0

Torat T {(4) . . 172 194 | 104.7| 107.4
I, Medium capital-inten-
siE
Textiles (2) . ... . | 107 95 go.g| B8s.5
Paper . . . . . . 128 137 | 1057 104.8
Construction materials 145 172 | 1197 | 125.6
Engingering . . . . | 138 | 157 [ 106.0| L7106
Mining: metalliferous
minerals . . . . 146 165 na. | noa.
Mining: various non-
metalliferous min- | 134 | 144 | na | noa
erals W
ToraL H () . . 126 133 | 100,5| 100,60

1. Low cepital-intensity:

Leather and skins . . | 101 91 89.8| 86.x
¥ood and allied . . | 116 | 120
Clothing (footwear) 119 | 116
Wood and furniture . 141 143
Torar 1II . . . 121 123

(x) 'The grouping is essentially in accordance with the figures
of average fixed capital per employee calculated by Prof. Gui-
dotti,

{2) Output and employment figures are only appn‘oximatc‘:ly
comparable owing to different classification of artificial textile
fibres.

(3} Employment figures for electricity only.

(4) Employment figures exclude mining.

n.a,=not available,

Part of the higher than average growth
of output in the sectors with high capital-
intensity came, it is true, from the fact that
the productivity increases in those sectors were
above the average for Group I as a whole.

belonging to our Group 11 of industry, are, for reasons already
given, probably less reliable than those of the top and middle
groups, :

Part did, however, derive from the heavier
expansion in employment, Complete figures
of the percentage movements in employment
in the high, and medium capitalintensity
groups, respectively, are lacking owing to the
impossibility of separating out employment in
the fuels (natural gas) sector of mining from
that in other mining sectors. Esxclusive of
mining, however, the high capital-intensity
group shows an increase in cmployment of
7.4 per cent, and the middle group one
of only 0.6 per cent. The inclusion of the
relevant mining sector in each group would
certainly widen this gap. Indeed, it is most
probable that while employment in the highly
capital-intensive group increased by apprecia-
bly more than % per cent, that in the moder-
ately capital-intensive group actually declined,
What seems almost certain, then, is that the
additional employment in Group I of industry
went, on balance, entirely into the sub-group
where the capital required per man is very
high.,

In the search for an explanation of the
double source of increase in the average
capital-labour ratio several factors need to be
taken into account.

It is likely that the tendency for invest-
ment in individual sectors to be directed
towards improving the equipment of existing
plants would have been particularly marked
during the period, owing to the need, which
was mentioned earlier, for catching up with
the technical advances in which Italy had
previously fallen behind, as well as for keep-
ing pace with current changes. And no doubt
the shift in the structure of industrial employ-
ment and output can in part be ascribed, as

in the case of textiles, to changes in demand -

or, in the case of the fuels sector, to the
discovery of new resources. It is no less true,
however, that the « capital-deepening » pro-
cess must have been enhanced by another
factor, namely increasing wage costs.

Even if it is open to doubt — and this is
a point which we shall not discuss here —
whether in practice rising wage levels exert
a strong influence on the « capital-deepening »

e % ‘u"_—_“— .
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process in the sense of increased mechanisa-
tion in individual sectors, there is still good
reason for supposing that they will encourage
that process in the other sense — that of a
shift in the structure of industry towards a
heavier relative weight of the capital-inten-
sive sectors. For, by affecting the relative
costs of different sectors, the wage rise stim-
ulates the expansion of the sectors with high
capital-coefficients, and therefore relatively low
wage-sensitivity, at the expense of those with
low capital-coefficients and high wage-sen-
sitivitiy (40). In this second way, even if not
in the first, higher wage rates will lead to a
higher average capital-labour ratio than would
otherwise occur.

In an economy which is highly dependent
on foreign trade an important part of the
effect of wage movements will be on the
composition of exports and imports. Rapidly
rising wage rates will diminish the tendency
which would otherwise exist for Italy to
export the products of the industrial sectors
with relatively low capital-coefficients, and to
import those of sectors with relatively high
capital-coefficients,

An impression that something of this kind
actually took place is given by an cxamina-
tion, for some of the principal commodity
groups, of the way in which Italy’s relative
position in world export markets has moved
over recent years.

In textiles it appears that Italy’s sensitive-
ness to the « crisis » after 1951 greatly exceed-
ed that of other countries. According to
OEEC figures, the value of her textile exports
in 1955 was, despite the slight revival since
the previous year, not much more than half

- what it had been in the peak year 1951, and

only about 8o per cent of the level of 1g50.

{40) In the theoretical literatute a certain ambiguity sur-
rounds the explanation of the influence of wage levels on the
methed of production in individual lines (when that is variable),
and on the structure of employment and output as between
different lines, The formulation used in the text above must
be regarded as a shorthand expression for a much more com-
plicated causal nexus which we cannot discuss on this occasion.

The sharpness of this drop meant that she
lost ground relative to all the principal ex-
porting countries for which OEEC figures are
available (see Table 17). Part of this phenom-
enon has been ascribed to her lack of pro-
tected colonial, or commonwealth markets
such as are enjoyed by the United Kingdom,
Belgium, France and the Netherlands. An
examination of the OEEC figures for textile
exports from the individual countries by des-
tination (41) seems, however, to indicate that
although this factor may have helped the
United Kingdom, and still more France, it
played a minor role in the cases of Belgium
and the Netherlands — both countries which,
along with Western Germany, improved their
relative position at the expense of other coun-
tries in the group. It appears highly probable,
therefore, that a large part of the decline in
Italy’s relative, as well as absolute position as
a textile exporter was due to the cost factor.

Evidence pointing in the same direction
is derived from an examination of her share
of the world export market for engineering
products, a market which, unlike that for
textiles, was a rapidly expanding one during
the years under review. Here it appears, again
according to OEEC figures, that up to 1954
Italy ranked (along with the United Kingdom
and Canada) among the group of countries
whose exports showed the smallest percentage
expansion, though she seems to have made a
long stride forward in 1gs5.

It thus looks as though the two relatively
labour-intensive sectors of industry which have
held first place among Italian exports in the
past and which would, it might appear, need
to gain an increasing share of the world export
market in the future if the goal of full em-
ployment were to be quickly approached, were
in recent years actually in danger of losing
ground to Italy’s competitors.

The picture was different in the heavy
industries where the degree of labour-intensity

{41) Not reproduced here,
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MOVIMENTS, FOR SELECTED COUNTRIES,
OF EXPORTS OF TEXTILES, ENGINEERING PRODUCTS,
AND CHEMICALS, 1950 TO 1955

Values Indices
(Millions of values
Exporting Country of dollars) {1950 = T00)
1951

1950 | 1953 (2) 1954, 1955

A. Textiles (5):

Belgium-Luxembourg .| 272.1] 294.2| 136 | 107 |{ 108
Framce . . . . . .| s00.1| 46g.2f 126 | Too | 94
aly 2) . . . . .| 3q00| 275.2] 1551 77| &1
Netherlands . . . .| r13z2.0| 202.6] 135 { 140 | 153
United Kingdom . .[1,005.9| 87e.1| 131 91| 86
United States . . . .| 397.0] 454.9| 159 { I15 } 11§
Western Germany . .| 95,1 299.6] 221 | 282 | 315
B. Machinery (4) and )

Transport Equipment: (%)

Belgivm-Luxembourg .| 155.2; 308.3] 175 [ 167 | 199
Canada . . . . . .| 215.4| 284.5| 189 | 130 | 132
France . . . . . .{ 441.5 %861 160 | 162 | 178
Italy (2y . . . . | 213.a] 37015437 | 140 | 174
Netherlands . . . .| 166.6] 415.5 158 | 231 | 249
Sweden . . . . . .} 251.1 382.4] 142 | 148 | 152
United Kingdom . .|2,174.43,033.4| 124 | 126 | 140
United States . . . .{3,207.75,304.1| 158 | 162 | 168
Western Germany . .| 472.4|2,456.5| 309 | 432 | 520

C. Chemicals:
Belgium-Luxembourg .| 135.0] 186.5| 151 | 129 | 138

Canada . . . . . .| %06.6] 245.6| 137 | 182 | an4
France . . . . . .| 220.6| 360,2| 161 | 153 | 163
aly (0 . . . . .| 464 129.4| 193|239 | 275
Netherlands . . . .| 107.9] 192.5) 147 | 159 | 178
Sweden . . . . . .| 23.5 45.4| 147 | 164 | 193
United Kingdom . .| 403.7| 651.9 128 | 141 | 2612
United States . . . .| 7iz.gn1zo.7| 138§ 144 | 157
Western Germany . .| 220.9] 680.4] 192 | 274 | 308

(r) Includes yarn, fabrics, made-up articles and related
products.

{2) 1950 figure is an estimate.

(2) For most of the countries 1951 was a peak year for
exparts of textiles.

(4) Including electrical machinery, apparatus and appliances.

(5) 1952 figures.
Sonrce; OFEC Statistical Bulletins, Foreign Trade, Series 1V,

is low. In chemicals, starting from small
beginnings, Italy’s exports expanded over the
five years at a pace which, among those coun-
tries for which OEEC figures are available,
was exceeded only by Western Germany.
Even in steel Italy had by 1955 made an

appreciable incursion into the export field.
And the same was true of another capital-
intensive branch — petrol refining.

The extent to which industrial wages (in
Group 1) actually rose during the five years
is examined in the following section.

6. Industrial Wage Rates.

An approximation (42) to the movement
in average wage rates in Group I of industry
is given by the wage data published by the
Ministry of Labour for exactly the same indus-

trial sample as that underlying the Ministry’s

data for employment -and hours. The figures
shown in Table 18 relate to. wages actually
paid, inclusive of all elements. They repre-
sent the average hourly rate for all workers
(married and unmarried) together, inclusive
that is of family allowances. And they make
a pro rata allowance for: paid holidays (pub-

Tapry 18

MOVEMENTS IN WAGE RATES OF INDUSTRIAIL
WORKERS, MINISTRY OF LABOUR SAMPLE (1)

I950|1951(1952| 1953 | 1954 | 1955

1. Average hourly rates
(Lire) . . |185.9/1204.7|220.3:229.3|237.5|252-0

2. Index . . . , . |100.0\110.1{118.5/123.3/127.8]135.0

(1) The figures are the annual averages of the monthly data.
‘Fhey refer to all the sectors covered by the Ministry. (Group II
sectors have not, that is to say, been eliminated).

lic and annual); overtime pay, and extra
pay for night shifts and for working on
public holidays; and Christmas and other
bonuses, The annual averages for this series
indicate an increase in hourly wage rates be-

tween 1950 and 1955 of nearly 36 per cent (43).

(42) A more exact measure of the movement of wages in
Group I of industty would be obtained by eliminating from the
figures the items relating to Group II sectors. The difference
is doubtless slight, hawever.

(43) This index fails to take account of whatever change
may have taken place in the proportional incidence of social
insurance charges (other than family allowances) borne by the
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The levels of earnings (based, however,
on the minimum contractual rates of pay for
the « direct » wage, which were appreciably
below the effective rates) (44) and of the
«cost of labour » (inclusive of social insur-
ance charges) which prevailed in 1945 (45) in
Northern Ttaly in three of the most important
industries are shown in Table 9.

TarLe 19

AVERAGE DAILY (1} RATES OF PAY AND COST
OF LABOUR AMONG SKILLED WORKERS IN SELECTED,
INDUSTRIES, 1955
(Lire)

Tex- | Engi- | Chem-
tiles (2){neering] lcals
(Biella} [(Turin){Milan}

1. Barnings (excluding family

allowances, etc.) 1,410 | 1,590 | 1,652

of which:
(a) Direct earnings (3 . . . | 1,190 | 1,336 | 1,389
{b) Indirect carnings (4) . . 220 | 254 | 263

2, Amount retained for contribu-
tions payable by worker and
income tax . . . . . . . 71 84 88

3. Family allowances and social
insurance contributions paid by

employer . . . . . . . . 545 | 608 696
of which:

"(d) Family allowances . . . 258 | 309 310

(b) Sodial insurance charges . 287 | 389 366

4. Cost of labour (x+3) .- . . . | 1,056 | 2,288 | 2,328

{1) Relating to eight-hour day.

(2) Women, first category.

(3) These are the minimum contractual rates.

(4) Pro-rata allowance (ovet total number of working days)
for paid holidays, and Christmas and other annual bonuses.

Seurce: Compendio Statistico Ialiane, 19s6.

employer. The Confindustria publishes an index of the « gost
of labour », or cost of a day’s work of cight hours, The cost
is adjusted to include paid holidays, Christmas and other bo-
nuses, and family allowances in addition to other social in-

-surance charges. It is, however, based on the minimum con-

tractual rates for the «direct » wage instead of the effective
rates. This index shows an increase between 1950 and 1955
of 34.4 per cent, but it fails to take account of the increase
which apparently occurred in the gap between the contractual
rates for the « direct » wage and the rates actually paid (Cf.
footnote 44 below). '

(44 A calculation made by the Confindustria shows that
actual hourly earnings (taken from the Ministry of Labour
satple) werc on the average 25.3 pet cent higher than con-
tractwal howrly wages in 1950 and 28 per cent higher in 1955,
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Since the price level increased between
1950 and 1955, the risc in money wage rates
during that period reflects a more modest rise
in real wage rates. A very important distinc-
tion has, however, to be made here aon account
of the dissimilar movements of different sec-
tional price levels, some of which have been
shown in Table 4 above.

The official (ISTAT) cost of living index
shows (on the basis of the annual averages) a
rise of 23 per cent. This index, though in
process of revision, is at present still based on
the 1938 weights, and 2 more appropriate index
to take is probably that which is used for
purposes of the sliding scale. The index un-
derlying the latest sliding scale agreement
(introduced in the spring of 1951) gives a
somewhat lower weight to food expenditures,
and a higher weight to clothing, than does
the ISTAT index. Over the years (1951-55)
for which both indices are available the slid-
ing scale index rose considerably less than the
ISTAT index, as is shown by the following
compatison :

MOVEMENT IN COST OF LIVING
(Annual averages)

Percentage
Increase
1951
to 1955

1350 | 1951 | 1955

ISTAT (national) index
(1938=1) . ..
Sliding scale (national)
index (November-De-
cember 1950=7100) .| ... {1069 [T55.8 8.3

48.5 [ 532 | 59.7 72.2

Probably we may take the increase in the
cost of living between 1950 and 1955 as having
amounted to at most 20 per cent. And if
we deflate the 36 per cent rise in money
wages correspondingly, it appears that the
increase in the average real rate of earnings
of the industrial worker — in terms of the

The Ministry of Labour figures used here are the series for
« direct » carnings ewclusive of the accessory elements duc to
holiday pay, bonuses, and family allowances.

(45) The figures arv the averages for the year,
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goods bought by him — was 12 per cent or
higher.

Though this may be a relevant figure to
take for purposes of measuring the improve-
ment in the real standard of living of the
average industrial worker, it is not an ade-
quate index of the change in the average real
cost of labour to the industrial employer. For
the cost of living index includes items which
are irrelevant to the price level of industrial
output, and which did not move in the same
proportion during the period under review.

In the first place, food prices, which have
a heavy weight in the cost of living index,
rose more than did the prices of industrial
products (46). In the second place, a partial
upward adjustment was made in rents, which
had previously been controlled at extremely
low levels — an adjustment which represent-
ed a redistribution of final income in favour
of house-owners rather than an addition to
the price level of current output (47).

For purposes of measuring the increase
in the rate of remuneration of workers in
Group I of industry in terms of the output
of that group, it would be necessary to use
an index of the wholesale prices of the col-
lection of goods produced by the group. It
is, however, difficult to obtain a sufficiently
representative index. The nearest approach is
probably the elaboration, made by the Bank

{46) According to the available price indices (sce Table 4
above), this discrepanzy was due to two prineipal causes; The
first was the movement, after the temporary dip of 1951, in
the terms of trade between foodstuffs and industrial goods in
favour of the former (cf. line IIF of Table 4). Some part of
this movement must have reflected the adaptation of the price
structure to the liberalisation of imports of industrial goods,
which meant the removal of the protection from foreign com-
petition which had previously been enjoyed by certain sectors
of industry; and since the adaptation is by now presumably
cemplete no further movement from this source is to be expect-
ed in the future.

The second cause was the increase, most of which took
place between 1950 and 1952, in retail marging in the food
trade (cf. line IV of Table 4).

{47) The upward adjustment of rents played, however, a
minor role during the period under review, owing to the small
weight of rents — up till now — in the cost of living index.
It is possible that this factor might become more important in
the future as rents rise further and as — what seems probable —
their weight in the cost of living index is raised.

of Italy, of the ISTAT indices of wholesale
prices, eliminating all the food items (raw
and processed). This index of industrial
prices (see Table 4 above) shows a rise of
only 3 per cent. An obvious defect of the
index is that, like most indices of its kind, it
relates primasily to raw materials and semi-
finished goods, and is weak in finished pro-
ducts.

The correction of the 36 per cent rise in
money wage rates for a 3 per cent rise in
prices gives the result that real wage rates
(in the sense of the cost of labour in terms
of output) increased, in Group I of industry,
by about 32 per cent. This estimate is, owing
to the imperfect representativeness of the
price level used, subject to a very consider-
able margin of error, '

One further aspect of the recent move-
ment in wage rates merits atterition; it con-
cerns the part played by the sliding scale
system under which wages move up auto-
matically with the cost of living,

Expenditures on food, drink and tobacco
still account for a very high proportion of
total expenditure in the average consumer’s
budget, and they have a correspondingly
heavy weight (66 per cent) in the cost of living
index underlying the sliding scale. The move-
ment in the index is thus dominated by the
movement in food prices. Since the terms
of trade between food products and industrial
output went against the latter over the five
years, the sliding scale by itself was an im-
portant factor increasing the real wage burden
in terms of industrial outpur. Or, putting the
same thing in another way, it appears that
even if real industrial wage rates measured in
terms of the average collection of goods con-
sumed by the industrial worker had just re-
mained constant (i.e. if money wage rates had
merely, but fully, kept pace with the rise in
the cost of living), real wage rates in terms
of the average collecton of goods produced
by him — in Group I of industry — would
still have increased quite substantially.

B

4
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7. Productivity, Wages and Profits in Group | of
Industry.

When the estimate of 32 per cent for the
rise in real wage costs is set against that of
57 per cent for the increase in productivity
in Group I — both figures being very broad
approximations it should be remembered —
it appears that the proportion of the increase
in productivity absorbed by higher wages may
have been between a half and two-thirds.
A good deal of attention has been focussed on
what appears to be such a wide gap between
the increase in industrial productivity and the
rise in real wage rates; and it may be worth
while therefore to look somewhat more closely
at the practical significance of this gap.

Even if the above measure of the gap
could be regarded as sufficiently accurate,
several qualifications would neced to be made
to the conclusion which is commonly drawn
that it is indicative of an unduly large increase
in profits.

The main qualifications are three: First,
it should be remarked that Group I of indus-
try - the only part of the Italian economy
for which relatively reliable data are available
concerning movements in all the three ele-
ments of : production, employment and labour
remuneration -— is too small a part of the
whole Ttalian economy, and too highly de-
pendent on purchases of goods and services
from outside the group, to allow the applica-
tion, even as a first approximation, of the
equation according to which increases in pro-
ductivity are wholly reducible to increases in
wages and profits. This equation is based
on the simplified model of the « self-contain-
ed » productive system, which is nowhere
near characteristic of Group I Even apart

- from the latter’s high dependence on imports
from abroad, the very fact that it is the sector

of the Italian economy in which productivity
certainly increased fastest, creates a presump-
tion that its « terms of trade» with other
domestic sectors (such, for examiple, as trans-

.port and -construction), which were less able
to - offset comparable increases in wage costs
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by increases in productivity, deteriorated. On
the other hand, the impossibility of broaden-
ing the area of the calculation to include the
whole economy, or even the whole of indus-
try, so as to obtain a closer approach to the
« self-contained » system in which inter-sector
price differences are cancelled out in the
general average, is obvious from the fragile
nature of the data available for the area out-
side Group I of industry.

Nor is it possible to obtain an index which
is representative of the prices of the goods and
services (raw materials, fuel, equipment, trans-
port, building, etc.) purchased by Group I
from sources, either domestic or foreign, owz-
side the group, an index, that is to say,
which would allow us to estimate the change
in the « terms of trade » for this group. We
are thus unable to say how great a part, if
any, of the group’s increase in productivity
was absorbed by a change of this kind.

A second consideration further invalidates
the inference that a positive difference be-
tween the increase in productivity and the
increase in real wage rates in Group I is
necessarily indicative of swollen profits in the

. sense of profits per wnit of capitel invested.

This is the fact that we do not know what
_happcncd to the average capital-output ratio
in Group I: in the case that it rose, a given
increase in the absolute share of profits in
output might fail to coincide with an increase
in the rate of profit per unit of capital in-
vested,

A third point to keep in mind is that if
it is true that in 1gs50 industry still had on
its payrolls labour which was in excess of
what was required but which could not be
dismissed, and that many sectors were work-
ing not only below their labour-capacity but
also below their plant-capacity, the proportion
of output absorbed by wages at that time may
have been abnormally high, and profits for
the group as a whole abnormally low. It
would then follow that the apparent small-
ness of the proportion of the increase in out-
put since 1950 that was taken by wages may
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be due in part to the restoration of more
normal conditions.

No comprehensive figures are available
concerning the movement which actually took
place in industrial profits (48). Doubtless the
movement in profit rates varied widely from
sector to sector, with individual sectors prob-
ably enjoying substantial increases from in-
itial levels that were already high. The point
to stress here is that the extent of this phe-
nomenon over Group I as a whole cannot
— for the reasons given -— be deduced from
a simple comparison between the productivity
and wage statistics for that group.

In any case it should be noticed that, if it
is true that monopoly power has in some
sectors been used to keep profits unduly high,
this must be regarded as an added factor lead-
ing to high selling prices and setting a brake
on the expafsion of Group I of industry.
Both factors, i.e. rapidly rising wage rates as
well as a large monopoly element in pricing
policy, will tend to slow down the employ-
ment absorption capacity of Group I

8. Areas of Labour Absorption Qutside Group |
of Industry.

Group I of industry — referring it may
be repeated to only about a half of industrial
employment at the Census date, and account-
ing over the five years for an addition to
employment of perhaps no more than 40,000
persons — is, as we concluded earlier, the
only part of the whole economy for which
approximately reliable figures are regularly
available for the percentage movement, at
least, in employment.

Group II of industry is, as we saw, poorly

.documented not only as regards the movement

in employment but also — over many sec-
tors — as regards the movement in output.
Nor can we be sure, for a large part of it

(48} No attempt is at present made — for obvious reasons —
in the national income statistics Lo give fignres for « personal
income » divided up according to the source (employment, div-

Jdends and interest, ete.), or. for « corporate » income.

at least, that average levels of earnings moved
in accordance with the wage data applying
to Group 1. The prevalence of self-employed
persons and of family associates and others
not in receipt of contractual remuneration,
and of tiny establishments which in many
cases escape union attention, means that levels
of carnings in this zone of industry are largely
independent of those set by unjon contracts,
In Group II, exclusive of construction, the
total of self-employed artisans, « family asso-
ciates » attached to artisan and other units,
and « co-opetators », registered by the Census,
reached 615 thousand (see Table 20), thus
accounting for over 4o per cent of all em-

‘ployees in the group; and the proportion of

all employees working in establishments with
10 or fewer employees was about 64 per cent

(sec Table 8 abovc).

TABLR 20

CATEGORIES OF SELF-EMPLOYED (ARTISANS) (1),
AND OF DEPENDENT EMPLOYEES NOT IN RECEIPT
OF CONTRACTUAL REMUNERATION: CENSUS DATA

(Thousands)
Family
Heads of | jeociates | ¢ Co-
artisan | of artisan [ oper- "Total

units (z) | and other | pigps s
units

Group 1 . $3.6 (3} 39.2 .8 103.6
Group II (excl.
canstruction) | 459.5 (3} 154.8 1.1 61%5.4
Construction 14.9 1z.0 3.6 30.5
Total . . | 5380 200.0 5.5 746.5

(1) The titular heads of non-artisan units are not separately
distinguishable.

(2) Taken as equivalent to « number of artisan units ».
(3} The following sectors had no « artisans »: mining; arti-
ficial and synthetic texrile fibres; water; gas; tobacco.

In the non-industrial branches of activity
— including transport and commerce —
direct evidence about the movement in em-
ployment is likewise lacking. And, in com-
merce, information about the movement in
earnings levels is again poor, since here also
a very large part of total employment is doubt-

X
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less independent of the conditions established
by union contracts. According to the Census,
no less than 1.3 million persons out of a total
of 1.6 million (or that is nearly 8o per cent)
were attached to firms employing 5 or fewer
persons.

The answer to the question of where and
at what levels of income, the bulk of the
additional employment of the period 1950-
1955 took place remains a matter for conjec-
ture. Within Group Il of industry, construc-
tion was obviously responsible for a large
increase — reaching several hundreds of
thousands, ‘Transport probably absorbed a
smaller but still substantial number, And
since both of these branches of activity are
mostly in the hands of medium- or large-scale
units to which prcsumably collective wage
contracts apply, it is also fairly certain that
the great majority of the employees in these
branches enjoyed the wage increases which
were established in those contracts, and which
were comparable in magnitude with the in-
creases enjoyed by Group I of industry (49).

It seems evident also that other sectors in
Group II of industry (besides construction,
that is) must have expanded — in terms of
employment — a good deal faster than did
the sectors in Group I. It is probable, there-
fore, that an increase rather than a decrease
took place in the numbers attached to artisan-
type enterprises and to other small establish-
ments. Most likely there remained in this
part of industry large zones of «under-
employment », low productivity, and very
low earnings per head. Similar conditions
probably prevailed in commerce.

These conjectures if true would signify a
marked unevenness in the development proc-
ess of the period 1950 to 1935, Part of the

- employed labour force, attached especially to

Group I of industry, to certain sectors of
Group II, and to transport, certainly eujoyed
substantial gains, amounting to I2 per cent

{49) The contractual rates in construction rose, according to
the ISTAT indices, by more than the average for the whole
group of industrial sectors, while those in transport rose a little
less than the average.

or more, in real earnings per head. At the
other end of the scale, not only did the
number of the unemployed fail to diminish
to any appreciable extent, if at all (it probably
remained somewhere between 1.5 and 2 mil-
lion). But it is quite likely, also, that the
so-called « under-employment » problem was
not substantially relieved, ic, that a large
part of the employed labour force — in the
«artisan sectors » of Group II of industry,
in commerce, and in agriculture — remained
at very low levels of ecarnings per head.

9. Industrial Development in the Meszzogiorno.

The special importance of the problem. of
industrial development in the Mezzogiorno
may justify a brief excursion into some of the
evidence which the same source material as
we have used for Italy as a whole provides
for the Mezzogiorno taken separately.

A grouping of the Census data for indus-
trial employment in the Mezzogiorno in the
manner adopted previously for all Italy gives
the results shown in Table 21.

At the Census date the Mezzogiorno had
not many more than 200,000 cmployees in
what we have called Group I of industry;
and of these, nearly a quarter, were in min-
ing. In Group II, including construction (50)
on the other hand, it had over 530,000. In
Group I the Mezzogiorno thus had only g per
cent of the total for the country as a whole,
whereas in Group II it had 27 per cent.
Within Group II the proportion was partic-
ularly high in the food and tobacco sectors.

There was thus a heavy concentration in
those industrial activities which are conducted
predominantly by artisan, and other very
small-scale units. In industry exclusive of
construction, nearly 6o per cent of all em-
ployees in the Mezzogiorno were attached to
units with 1o or fewer employees, the com-
parable figure for the North being less than
one-quarter,

(50) The figure for construction is probably too low. Ses
p. 160 above,
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By far the greater part of the industrial
activity of the Mezzogiorno — as it was to-
wards the end of 1g51 — thus fell outside the
field of activity for which the Ministry of
Labour statistics can be regarded as giving
an even approximate guide to the movement
in employment.

"A regional analysis of the Ministry of
Labour and the Census data gives the result
that the Ministry’s figure (of November 1951)
for employment in Group I of industry, in
the Mezzogiorno, represented between 55 and
6o per cent of the Census figure for that area.
This was a lower coverage than that (of
nearly 70 per cent) obtained for Italy as a
whole, The difference is no doubt due to
the greater importance, even in Group I of
industry, of very small establishments in the
Mezzogiorno (see Table z21).

Nonetheless, the movement in the Minis-
try’s figures for the Mezzogiorno doubtless
gives an approximate idea of how far Group I
of industry expanded, in terms of employ-
ment, in that area. The figures for June 1950
and June 1955 are shown in Table 22 (51).
They indicate that Group I as a whole ex-
panded employment by 18 per cent. This
movement 1s very much higher than that, of
only about 1.5 per cent (between the June
dates), recorded for the North.

Group I thus seems to have made some

strides in the Mezzogiorno — even though

they are small in absolute terms. Indeed the
absolute increase in employment was probably
fully as high there as in the North. The
most important sectors of cxpansion in the
Mezzogiotno, in terms of absolute numbers,
appear to have been mechanical engineering,
and construction materials. The latter depend-
ed, it should bBe noted, on a2 local demand
which was stimulated by the high public
works expenditures of the period.

It would appear then that, of the small
increase in employment which took place in

(1) The June figures instead of the annual averages have
been nsed here because the employment figures arc not available
on a regional basis for all months of the year 1950. The June-
to-June inereases for the whole counwry are slightly higher than
those resulting from the annual averages.

TasLyn 21

CENSUS FIGURES FOR INDUSTRIAL IMPLOYMENT
IN MEZZOGIORNO, NOVEMBER, 1gs1

Ratl Per
Em- A6 1 cent
to Total
ployees| "y of em-
in loyees ployees
Mezzo- pinyall work-
giorno ing
e LT
sands) P;[ small
<8t} Lunits
Group 1
A. Mining 4891 41.0] 140
B. Manufacturing:
1. Textiles e 23.5 3.9 30.9
2. Paper and paper-working . 4.6 7.3 17.2
3. Printing and publishing . 7.6 | 10.2] 51.0
4. Leather and skins . 5.0 129} 65.4
5. Rubber N 181 #5.3
6. Chemicals MR 13.8 931 253
7. Pettoleuin and coal derivates 3.3 1741 41
8. Cellulose, and artificial and )
synthetic fibres, for textiles Nl 2.9) —
9. Non-metalliferous minerals . 36.4 | 19.6] 402
ro. Metallurgical I0.1 2ot 0.9
11. Engineering 1 . 30,9 461 135.0
Total B 138.6| 66| 283
C. Electricity 142 21.1| 251
Total Group 1 201.5 8.9 244
Y Group I
B. Manufacturing:
1. Food and allied 139.2] 38| 656
2. Tobacco o 247 | 47.1 34
3. Clothing and furnishings 113.8| 274 | 94.1
4. Wood, furniture, etc. 28,31 26.7| Ba23
5. Engineering II . 53.7| 23.6| gc.0
€. Phato-phono-cinematogr, 2.4 21.5| 994
7, Miscellaneous manufactures 2.2 4.0 | 474
Total B . 414.2| 24,4 | 762
C. Water 47| 39:6| 42.4
Gas L8| 127 1.8
D. Construction i11.5| 2r.0| 15.6
Total Group 1I . 5322 | 2711 03.4
Total Growps [ and 1l | 733.7| 17.3| 529
Total Growps 1 and Il
(excl, construction) . 622.2| 168 59.3

(1) Denominator taken from column 1, Table § above,

(2) Cf. footnote 2, Table 8 above,
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TABLE 22

INDUSTRIAL EMPLOYMENT (WORKERS), IN GROUP I
OF INDUSTRY, IN MEZZOGIORNO
(Ministry of Labour Figures) (1)

June june

1950 1955
(Thnu;nds) -

Group 1

A.Mining . .. . .. L L. 31.3 28.1

B. Mapufacturing: .
Textiles . . . . . . . . . 139 14.5
Paper . . . . . . . . .. 2.4 2.8
Printing L.g 2.8
Leather . . . . . . . . . 1.0 1.1
Rubber . . . . . . . . . . a3 0.2
Chemicals: . . . . . . . . . 9.6 1o.9
Non-mnctalliferous minerals . . . 10:6 16.8
Metallurgical 4.4 - 84
Engincering . . . . . . . . 25.6 342
C. Electricity . . . . . . ., . . 6.7 75
Total . . . . 107.8 ¥27.3

Total Group 1 for all Iraly . 1,569.5 | 1,610.2

(x} June figures instead of annual averages have been used
here, owing to lack of availability of regional figures for all
months in 1950,

Group I over the country as a whole, the
Mezzogiorno obtained at least as large an
absolute share as the North. And the con-
clusion might be drawn that it was the failure
of Group I appreciably to expand employ-
ment at all, rather than any special reluctance
vis-a-vis the Mezzogiorno, that was responsible
for the slow progress towards « industrialisa-
tion » of that region — if industrialisation is
interpreted in the sense of the development
of the industries of Group 1.

How far «industrialisation » proceeded in
the sense of the expansion of those small-scale

-manufacturing industries which have been

much more typical of the Mezzogiorno in
the past — the food trades, clothing, wood
and furniture — is not, of course, reliably
documented by the Ministry of Labour sta-

tistics. The same reasons as were set out in

carlier sections of this article make it seem
likely, however, that these manufacturing

3

industries (of Group II, that is), along with
construction, transport and commerce, took
off the brunt of the labour pressure.

10. Summary of Conclusions.

From among the conclusions, some of
them tentative in character, that may be
drawn from the analysis of the development
of income and employment during the period
1950 to 1955, the following seem to merit
particular attention.

1. A high rate of gross investment, esti-
mated as amounting annually to between 20
and 23 per cent of the gross national product,
supplemented by the bringing into operation
of reserves of unused capacity, failed to draw
into employment an additional number of
workers large enough perceptibly to reduce
the volume of unemployment. Even allowing
for some swelling of the lists of the unem-
ployed by increased registrations from the
«under-employed » who were desirous of
obtaining fuller employment and more ade-
quate incomes, it appears that the period
ended more or less as it began with between
1.5 and 2 million unemployed.

2. A very rough indirect estimate — it is
not much more than a guess — would in-
dicate that total employment in agricultural
and non-agricultural activities combined may
have expanded by some 700 to 800 thousand
persons, Assuming that the total employed
labour force at the beginning of the period
was in the neighbourhood of 18 millions (52)
— though this is again only a very rough
figure — the increase in employment would
be less than 5 per cent,

If this figure is anywhere near the truth,
it means that the percentage increase in em-
ployment over the five years hardly exceeded

{52) The «active» population, or pepulation of 10 years
and above claiming to exercise a twade or prefession, registered
by the Census of 4th November, 1951 was 19,059,000 (provi-
sional figure). This included the unemployed, other than those
in search of their first joh.
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that which took place during the same period
in some « full employment » economies.

3. The experience of the period thus
strongly suggests that the continuation in the
future of high rates of income growth and
of investment will not, by itsclf, be an ade-
quate guarantee of a sufficiently rapid solu-
tion of the unemployment problem, It is

essential besides that the investment process

should take the appropriate direction.

4. Between the beginning and the end
of the period under review, housing, public
works, and land improvement, of which the
effect in increasing productive capacity is
slight or else long-delayed, absorbed an in-
creasing proportion of the total gross fixed
capital formation; while industry absorbed a
declining proportion. Nonetheless investment
in the industrial sector probably brought the
1955 figure for gross fixed industrial capital
formation to some 30 per cent in real terms
above the 1950 level. A large part of this
additional industrial capital must have gone
into what was called above « Group I» of
industry.

5. Group I — covering such important

sectors as textiles, engineering, metallurgy,.

chemicals, and construction materials — em-
ployed some 2.3 million persons at the Census
date (November 1951) thereby accounting for
rather more than half of total industrial em-
ployment. This industry-group is predomi-
nantly one of medium- and large-scale units
of production; and, over the major part of
it, levels of remuneration of labour are gov-
erned by collective wage contracts and are
protected by the sliding scale.

It is the best documented part of the
Italian economy as regards movements in
employment, output, and earnings.

6. Although output in Group I expanded
by over 60 per cent between 1950 and 1955,
the group absorbed only a very small increase
in employment — about 2 per cent. In ab-
solute terms the number of additional em-
ployees (workers plus other grades) was prob-

ably no more than 4o,000. Average hours
worked per man increased, in response to the
elimination of short time in some cases and
to the working of over-time in others; but
even so the rise in the total number of man-
hours worked was only about 4 per cent.
The increase in average productivity per man-
hour in Group I of industry was consequently
high: of the order of 57 per cent in the space
of five years.

7. Evidently, then, the additional invest-
ment in Group I of industry served primarily
to increase the « capital-depth », and the aver-
age productivity per head, of a constant oc-
cupied labour force, and only in a very
limited degree to broaden the employment
base. The increase in « capital-depth » was
due partly to increased mechanisation, but
partly also to the faster expansion of the more
capital-intensive sectors as compared with the
less capital-intensive ones.

8. Given the smallness of the addition to
employment in Group I over the country as
a whole it is not very surprising that the
progress made in this group in the Mezzo-
giorno was also slight. Indeed, the Mez-
zogiorno appears to have obtained a compar-
atively high share of the total gain.

9. 'The movement towards increasing « cap-
ital-depth », part of which was due to
technological factors, to the exploitation of
new resources, and to changes in demand,
was enhanced by rising wage costs. Money
wage costs in Group I of industry rose by
about 36 per cent. The price-level of the

output of the group rose by perhaps 3 per .

cent — although in the absence of a truly
representative group price index, this figure
must be regarded as very rough. It would
imply that real labour costs — measured in
terms of the output of Group I — increased
by some 32 per cent.

10. It thus appears that only between one
half and two-thirds of the growth in produc-
tivity in Group I was absorbed by wages.
There are a number of reasons why no reli-
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able inference can be drawn, from this cal-
culation, concerning the movement in profit

rates, Nevertheless, it is likely that certain -

monopolistic positions in Group I yielded
high, and perhaps growing rates of profit
during the period. .

11. Comparable to Group I of industry
as regards wage Jevels and movements is part
of Group II (i.e. construction and some smal-
ler sectors), and transport. These branches
are again predominantly in the hands of
medium- or large-scale units to which it may
be presumed that collective wage contracts
apply. No direct information is available
concerning the number of additional em-
ployees that were absorbed by these activities;
but indirect evidence suggests that construc-
tion and transport absorbed several hundreds
of thousands,

12. These branches of activity along with
Group I of industry belong by virtue of their
average income levels — both wages and
profits — to an upper layer of the non-agri-
cultural part of the Italian economy.

13. From it may be distinguished a second
layer which, though part of it doubtless enjoys
income levels comparable with those of the
first layer, is as a whole almost certainly
characterised by lower average earnings per
head as well as by less uniform earnings, To
this second layer — which is far less well
documented statistically than is the first —
belong the larger part of Group II of industry
along with commerce. The relevant part of
Group II of industry includes the food, cloth-
ing, and wood and furniture sectors, and the
small engineering shops doing repair and
odd-job work. Aside from isolated instances
of large producing units, it consists of very-
small scale, highly competitive, and uvsually
labour-intensive industry. It contains substan-

‘tial numbers of self-employed (artisans) and

family associates, who draw their income in
the form of profits rather than of contractual
wages; and a large proportion even of the
wage-carners are working in firms too tiny

to come under the discipline of collective
wage contracts. Similarly sitvated is most of
commerce.,

Into this zone at present falls by far the

greater part of the industry of the Mezzo-
giorno,

14. It is impossible to establish with any
certainty what moevements took place in out-
put, employment, and earnings in this second
layer. Quite probably, however, it absorbed
during the five year period substantial num-
bers of additional employees, many of them
at very low income levels. A large part of
this layer probably remains a zone of « under-
employment », low productivity, and low
carnings, hardly distinguishable at the fringes
from the lowest layer of all — that of unem-
ployment in the strictest sense. Many of its
members are likely, moreover, to be registered
as unemployed at the Labour Exchanges.

15. It is in order to relieve pressure on
the middle and lower layers that the upper
layer would need to expand more rapidly.
The pivor of the upper layer is, however,
Group I of industry; and the small labour-
absorption power of this group stands out
— it may be repeated — as one of the strik-
ing features of the period.

16. In agriculture, increased mechanisa-
tion, the more extensive use of fertilisers, and
other improvements in methods, were reflect-
ed in an upward trend in output. Other
advances made during the period — partic-
ularly in the field of land reclamation —
must he expected to show their full results
in raising agricultural income only at a much
later date. The low level of productivity and
earnings at present prevailing among a large
scction of the existing agricultural population
leads, however, to the view that agtriculture
must be expected to release, rather than absorb

‘man-power in any development process which

is aimed at eradicating the extremes of poverty.

17. Our sketch of what happened to em-
ployment and incomes during the recent past
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— even if it is partly based on conjecture —
focusses attention en the hard terms of the
choice which faces the Italian economy in
the future. Three alternative types of develop-
ment process are in principle possible.

The first is a process which aims predom-
inantly at development iz depth of the
« upper layer » of the economy, and which
allows living standards in that layer to con-
tinue improving at a rate comparable with
that of recent years, and comparable with
that which can be afforded in countries which
have already reached full employment. This
process would, however, be bought at the cost
of prolonging the disparity between a narrow
« upper layer » and a wide, or perhaps widen-
ing « lower layer », in which a large part of
the total labour force remained either com-
pletely outside the productive system, or else
on the fringes where carnings are extremely
low.

18. The second process is one which con-
duces more largely to development in breadih
of the « upper layer », thus relieving the pres-
sure of the labour supply on the «lower
layers ». ‘Fhis implies: (a) a policy of « profit
restraint » on the part of business in those
sectors where technical conditions inevitably
impose a few large business units capable of
exercising monopoly power; and (b) a policy
of « wage restraint » on the part of organised
labour, until such time as a level of employ-
ment not far short of full has been reached.

« Profit restraint », implying less monopo-
listic price policies in the relevant scctors,
would help speed up the expansion of Group I
of industry, especially by making its products
more competitive in export markets. « Wage
restraint », during the period of transition
from an under-employment to a full employ-
ment economy, besides affecting the general
level of costs, would influence the cost struc-
ture of Group I of industry, and hence the
pattern of future expansion within that group.
It would, that is to say, lead to a heavier
concentration in the sectors of relatively low
capital-intensity, thus causing the available

capital resources to be spread over a larger
employment base (53).

In particular, it is probable that a slowing
down in the rate of increase in wage costs

would help to accelerate the rate of expansion

or slacken the rate of contraction respectively,
in the two industries, engincering and textiles,
which have traditionally been Italy’s major
manufacturing branches, and (along with agri-
culture) her most important export sectors.

19. The events of recent years also call
attention to certain limits on the width of the

margin within which a policy of wage re- -

straint can operate, under the condition that
the principle of the «sliding scale » should
not be infringed, and given the heavy weight,
at the present stage of Italy’s economic de-
velopment, of food expenditure in the average
worker’s budget, ‘

The change between 1950 and 1955 in the
« terms of trade » between foodstuffs and
industrial goods meant that the rise in the
cost of living appreciably exceeded that in
the price level of the output of Group I of
industry. Hence even if the real wages of
the workers in that group had remained
constant in terms of the goods they consumed,
they would still have risen quite substantially
in terms of those they produced.

"While some of the factors which were
responsible for this situation are likely to be
weaker in the future than they were in the
recent past, it is important to recognize, over
the longer run, that the tie-up between wages
and the cost of living means that food prices
have for all practical purposes become a direct
cost of industry. It follows that industrial
expansion and agricultural protection are to

(53) It may be noted that this is quite a different point from
that which is sometimes raised in current discussions, and which
looks to some form of « wage restraint » as a means of limiting
the grawth of consumption in the interests of an intensified
investment programme, The peint raised in the text above
would clearly not be met by a scheme under which wage rates,
and therefore industrial wage costs, continued rising at the same
pace as before, but workers henceforth received the inerease (or
part thereof) in the form of some kind of « savings certificate ».
For, though such a scheme might possibly serve the purpose of
inducing additional saving, it would certainly not serve that of
influencing the cost-structure in the direction indicated,
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a certain extent mutually exclusive aims. Agri-
cultural protection, were it to be pursued,
might constitute for industry as a whole a
limiting factor similar to that whicl steel
protection once implied for the engineering
sector.

20. The third type of development proc-
ess, which is one that would permit rapid
strides to be made in both directions at once
— i.e. both in raising incomes per head of
those already in the «upper layer » of the
cconomy and in raising levels of income and
employment among those at present in the
« lower layers » — would require a much
vaster investment programme than that which
is at present contemplated as being within
the realm of practical possibilities.

21. While the above considerations call
attention to certain characteristics of the cost
and price structure which would be an essen-
tial part of the mechanism driving the de-
velopment process in the particular direction
at which the « Vanoni Plan » is aimed, they
do not signify that the Plan’s broad objectives
of narrowing the present wide disparities in
income levels between economic groups and
geographical regions, and of making the
transiion to something approaching a full
employment economy, within say the next
ten years, are impossible of realisation. Our
considerations are, that is to say, essentially
variations on the original theme rather than
a new one,

Vera C. Lurz




