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. :
1. — The second Report prepared by the United
Wations Department B Economic Afairs studies — in
Part 11 = the lealian economic situation from the
standpaint of * full employment ™', .
The possibility of applying the thearies of full em-
ployment o the difficult. Italian singation” have leen
widely disenssed in Tialy (1)) but so far a3 we know,
o Talian studies have examined from the historical
standpoint the priblem of inflation and deflation in i
specific relation with the absorption of unemployed
Inbour,© - ;
. ‘Aceending to the analysis made by the publication
under review, ltaly would seem 1o offer an important
excEftion. to the practical principles held by the doc-
trine i question.  Inflation and unemployment should
bie incompatible; the one should exclude the other; and
this would seem indeed o have cecvirred during soame
periods in the economic life of the Anglo-Saxon coun-
wics.  But in Italy —“unliké other Evropean coun-
trics — inflation is accompanicd. by unesnployment.
.= The Sureey itelf suggest an explanation of this
- aboormal situation in Ttaly which is in cofiformiry

"It follows that the (‘0{‘]|th'¢'||:.¢_ of .'i.lﬂaliﬂﬂlll'hi

unemployment in.Ttaly can be traced to a shortipe of .

equipment and ey materials in relation o availshe

masnpower {2

We shauld like first 1o submit wome remarks on
points of detail in the material offered by tie Sureey,
and then o~ the conclusions it siugpeis,

2. — The data on the National Prodict (1) do not
correspond to thote given in dome Tealian sources
l:hnwnl to us The net Mational: Product — afier
decucting the hmt::f costs - expresied in millizrds
of 1938 lire Auctiated, from 1038 10 1946, 1o the fol

lowing extent:
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The following table bring.! topether the estimaies of
Mational Product caleulated by, Ttalian -students “uid

ofganisations, and compires them to those miven i~

with the traditionally accepeéd . principhe: _the Swroey: S :
: T - TFancn | {3)
raif 14l 1947 =
G o Matinnal i ; ‘
'l m'::m o T Vieel Baifvey Survey Official; Enimisix I
! - 1538 lire 1oy7 ddoltars (b
~millids of agaf lie) (millzasdiy {mil tiands)
; 7 / ri
Ageicubie FET 407 Tans 23.3 2064
Tesdusthy ADGYE —p 78 tio ELA FHTL
Commerce swaa to.34 . aE f.3 -1 CRE
Ttnm_. ........ ; Ly fig b0 (A o484
Profeuicas] activities s 151 4.0 T 1,328
Banking Costs . . . . . . G Ll =10 e
: 1166 110 ke Ar.z Eam
{) The it given in the 112 eolumn kave been elaborated was aaloalared by the Government, Commiudon on Natiosil

by Frof, Felice Vind, The estimates for 1547 correspand t offi.
cial governmeht esfimates.  The fipire given in the text for
aggicubtural income dn 1o47 it gives here thanks w the good
offces of Prof, Cirrado Gini asd Frof. Denedetin Barberi; it

(o) Bees Vitrowan Marssses s Some Aupects of fesien Erona-

e the Throry af Full Employmeat, i this Review, p. 320,
o i - g :
* - : ¥
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ta 2352 1gif lire.

Imtomse,

(k) The'lira has been convedted (o |m- dollars by the

meshed adopted by the Bank of Iraly scconding to which & o7
‘dall. i equivalent (taking ULS, price levels intn comideration)

(2} Swrvey, . 50, ;
S Aa) Swrevy, Table 33, p. 47
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Mote”abosii the '* Snravy o Carrenp Inflationiry gnd. f_.’x'ﬂdf-l:'\lll'rr Trn.l'.ruq:fp."

_ Although these caleulations are sormewhag arhitrary,
gl although the selection of one estimate rather than

- gnother may be open toediscussion, it should b:_rrmlrl.l
ihat thie Ttallan sosirces differ considerably from those
I of the Surrey,

Aceording 1o the Survey, the lualian agriculiinl
income amounted to 3xg milliard 1og8 lire, e 0046,
(Jeicannot see how it can have been reduced o 355
milliards in togr. The 146 crops were poor, owing
m the swanty supply of fertilisers and of means of
work. - In 1047 the crops may have heen, unsitisfactory
ot fiar the feasons above
difavourahle. weather conditions, and the ' growing

hurden arising from the in-:lmtic"trr of agricultural -

wiges. It should, nevertheless, be consicered as at
miat 2 stationary.and not o diminishing quantity.
-0n the ether hand, acoording to official reparts, the
Julian agricultiral incoms amounted in 1g47 to some
<1y milliard current Jire. 1f we tse 52 a5 the coef

ficient of reduction (average. increate in the prices of

etable and’ animal foodsiuffs from 1938 until the
ten First meonths of 1947} (4) we pet o sum of 26.g2
milliard 1038 Hre, which does not differ 10 any marked
extent from the official Talisn estimares, i

The reliable character of these estimates also autheor.
5= us to note the divergency in the industrial income
{7 milliards in- 1046 oocording to the Servey and 36
“milliards 0 147 according o the officia] cstimare),
It it easg bm sec how such marked divergencics may
affect Bath Irallan commercial and Rnancial relations,
anid foreige opinion regarding” the degree and the
special maclalities of economic recovery and of fascal

. and exchange policies, eic, :
The pressiire of taxation — now o iug'FL in laly (5)
S would scern 1o be lewm Imy'}' if" we ilp@t!;;l the

Bgures piven biy the Sureey.  Opinions on the Ttalian
teuligral sttuation, considered also in relation o
fall in the price of American cereals and to United

States gelicf plans, may be misled by sich marked

divergencies as those met with in the e of apri-

cubral income. A figore for apricultural ncome

igher than the real oie might sugpest that the fiscal
- policy lacks on economic stathstical foundation and .
that ity purpose i to Favour bee group to the injory

of another,

1 — The estimates of National Product react, of
course, on the other estimates,  Thus, real national

* imcome it converted by the Swreey into o monetary

incomie by using a price index for fnflaing national
income of 2,370 in 1045 and of 3,000 in 1946 (6L
An exariinati

f0 in the Sureey on
ﬂm"lhtfm far

being
oot enable us 1o identify ihe

{4} Beei Eelfeiting dei Prenzi of the Central Tnitiuse of
Statistics, Nov. 17 P 5

(5} See: Lwior Frommeay, Sir Mowrhs
Paliey. in thiv Review, FoE P
W) Snreey, Table 23, po s

4t accompanied by a complaing

af Jealian Eromamis

ntioned and becawse of

: " — does
series. which™has been

: of the several sources and of the .
- weveral sérics of Tl npﬁwin}hﬂmm—-r%:d

20y
- ; :

nsed.  Trcboemnet seem to be the alficial one !-m'hli;!-b,gr]
by the Central Tastitnte’of Sutistics of Rome which,
after an interniption during the war years, hias i
been published since 1046, giving the data a5 from
May of that year (7); nor any of those mentoned in
Table 36 of the Swreey (Florence m'u_:pgunn!'u ey,
and Bddison index -af. Miln). :

‘The index numpser 3,000 for o4l corresponds Tairly
well to an arlififictical average of the monthly inde
numbers of the Central Institute of Statigtics, from
May 1o December 1046, Bog that Institute pobilished
no index numbers for 1045 (2,2 according o the
Survey).  This index number is not to be found in
the wvarious tables of the Survey of the LN R.RA,
1047 (). The 145 index number of 2,252 (given in
Table LXVI on p. 185 of Tialy's Economy in gy
Report submitted by the ltalian Government  Dhele-
gation to the sth UNRRA. Council) was a pro-

visional calculation; it is not now” given by the Central

Institute of Statistics, thereforey for that year "we have
o official figure, :

T4, — The estimate of the National Product in
current lire s of course affected by the uncertainty
of the price Index number, a3 are alio the indeses
of the ratio of the quantity ef money 1o cuprent value
of national income.  These indeies fall to 9o in 1945
and o 78 in to4b (1938 =100} and should roughly
indicate the pressure of pent-up demand o terefs of
liguid savings (o). They arc affected not only by the
wncertainty prevailing 35 0 the eytimate of the, mone-
tary volume of the Mational Inceme, but alio by the

further arhitrary char of the citimnate mads of the
total quantity of m e : i
Thetotal quantity of dnoney inslides: — as speei-

fied by the Sureey — Bank of ltaly notes, & Mlire (1o} -

and Saate notes, deposit and current accounts.  The
total quantity of money bs said’ 1o have risen from 775
milliard lite {1938) to 7056 (1o45) and to 1,253 (1046k

These res are fo criticismfrom many
points of view, In the first place, they do not inclide
the drculation of negotiable insr.mr!;v:m:, issied by
Hanking Institutions whose annual proportions have
heen considefably modified from 1538 10 1ogh.

1o aggs o af
(milliards af -fire
: o on December gus) -
Nepotiable instruments. jssued e :
by Banking Insttutions (2) =3 s68  gai

(2) Inclodes: raplia combiard of the Bank of laly, auepei

emiticd by the Bameo di: Napoli and Banve di Sielia,

i cireolen {3 special type of Bankes's drafsh, sndd fedi & credire

ﬁ1:|:?::| Sec: Explamatory noto and Table D in this Eeview,

Oioher 1047, ppe- o7 and 195, :

(B} Cir. UNRRA; Sureey of laiy's Ecosomy, Rome, Janc
w47 - pab. wg. addicon po37, _ :

() Surevy, 45 e

- {10} This diem s calied by the Survey ' American lire ™,

. evidestly a missken term. This scems all the morc frange
‘a3 the so-callal A M. Lire jAllied Military Lire} Rive claleed



w

g Bamea Mazionale del Lavors

. The comparison of the figures for bank money
in 1938 and the following dates can anly be an approy:
imate one, as the dan for 1938 refer 1o wme 300 banks
only and not 10 the 165 om in the new series
of statistics supplied by the Bank of lily sinee
-Pecember 1043 The comparison can therefose anly
be made for 1945 and rg46. :
O the other hand, {F consideration & o be limied
o those bank ‘means of fayment that have exercised
a real pressire on prives, it must be limited 1o the
balances of the current aceoints of the banks with
their clients, in which case the estimares given by the
Sﬂ"l"r'_'l' {1-'.'“ b modificd a8 follows: :

s _ L Tl
Dalancey oo
Bank of Iy | or ey i
fhate  [ootes, Trewsuryl acemisis of Ayt
hoves, amd the hanks quankity
Ambire with thele | of money
A il
L 28404 (az4 i) | (45003 ()
1943 EREERE] 166 = ABs21y
_’Nﬁ_ 313,780 3250 Kizs1i

o+ A3 The balances of current sccousts for iugfl are given I
brackets ‘Gwing 1o the shivementioned imposiihility of making
#p-adpurate comparion with the fallowing years.

But if we wish 1o ke ino account the whole
mass of means of payment At the dispasal of the
market and ithe "rights held 9 receive money ",
the volume of which has had 1 dynamic influence on

the expansion of income, the ratios are considerably -
modified as follows, iy 3 :

i - Tame 1] (s}
Fou s D
= ﬂ! F.Fr“mt Rt Lia]
D ar the disporal | feceive money | o0
of the marker| i f
1538 T ey 78
TLE spo= 6731 13651
1pgh L I hin kP B

: -
{2} Sec for these datay Lot Fovasoo), Masdes ¢ reddice fn

- aalia (3aBerigs) b the Meview Cowpiuntura oot

i Derers-
ber L. Megnd of paymens inclide, besides gl tender, the
megutishle lnvrements“Bused by Baoking Imutisitions. and he
balances of eurrent acoounts of (B hamks wih their elient,
afeer doduceing whe cash held by the banks.  Rights held o
receive muoney include: deposite with e banks; deposits in
past-affics wavings bank secounts’ and oo contificaies; Treatary

+ o il and adwancns en plisanneal Treasusy bonds and ‘an ofber
mational debt’ secities (wdvances being caltulated 31 the sup:

posed satii of g0 %0 of the par vabus of “Uic secusitien).

It seems 1o ys..anyhow, that the ratic of ity
of moncy to current value of national income, a5 cal-

Teulated by dhe Swrvey, or as it might be calculated

an’ the basis of cither of the two previous suppasitions,

S
the bitentipn of Amcrican studenty, more especially of Frank'
-'a-’ﬁurhl.rd in ! The Finrarer oanw'upﬁu !.iﬁann!qlr i ]r'ﬂnr
York, 1046 (p. 31 ot sq. ) H i ¥
i bt 3
; J i

e

caninot even roughly express the pressure of pens.
demand in rerms O.Irlil.lui-:l :n‘ingf : g

T relate the quantity of toal MOnEY gy gl

culated: in Table IT < o the corrent vale of pationy
income for the purpose of obtaining 2 rough fndey of
wo the said pressore, would mean o sisppose that fepl
tendder and bank money have weighed each year pro-
r:rliun:ncl].- and with like intensity on currency ciag
ation and hoarded Tunds, Tt has instead hapoened
this the ratio between the two masses (see Table V) has
betn digplaced with the development of inflation aal
that the eriginal ratio between the velochiy of he
circulation of leral tender andd that 6F eurrest acoouny
with bank clients hus alw chariged congiderably,
" ¥ :

Tamy Iy
o = e i 'n-“-
i Tuotal: note - {Cusent acooun:
Dhae| circulation bifamces 2
: 5 ()1 {1 41)
1538 T 403 L | 43
1043 sigaay Y st A8
L4t Stz gre 328 ihiyy

Moreover, ihe velocity of the circulation of Ll
tender and of bank deposits s to have differed 1o
the period considered to an exfent which does
allow of summing up the 1w masses of Gurch
power, and still fess of relating them; this summed
up, io the monetary income of the nation.

Prof. Luigi Federici, folluwing the meticd of al
culating of The Ecopomist, in estinuating the liquid-
ity tendency of the market as aifeeted by-the varm
tinns of monetary income, has obrained, by nirning .
updide down the coefficlents of liguidity, indes mu

. bers for the velociy of cireulation of moncy. whi

represent roughly the movement of events as really
experienced. - = o

The respective velocity of legal tender and of bisk =

money is shown to have been o2 and 346 (1)
In 1945 the coefficients of velocity are shown m have
been respectively 1,66 and 300 (11},

The pressure of liquid savings s shown o have

~ been much heavier in the case of fegal tender, ind
this is also proved by the information availible oo

the vast hoarding of hank notes (13); the growi
ratio of that kind of ey a5 compared o ban
money, scepls further 1o have strengihened the res
pective weight of. the former, :
oIt vwold therefore seem 1o us ifficult 1o seoure
index numbers of hoarding and liquidity, raking a5
our starting point the 1ol Solume of :L £l i
without gpecifying irs quality and without analysiag -
its chreulation,  On his side, Prof. Federici fullows this
list mentinaed system which thercfore seems 1o us b
start from correct principles though  arbitrary and

. hazardous in its practical applications.

o (1) Lot Froawier, loc. cir, p.Bandg Tob jand £
{12} In 1o44 the velocity of elreul st atsinal
a minimum of Loy {F@mm\{ lne. aifl, Tab. 4, p. o

s

bt the general

¢ ments made amount 1o 33 milliard rg38 lire,
dethuct the ditinvestments made over the same Tength

LG subtracted

g, - Prof, Marrarga's article hag ealled zl_!rrnlirm

“ o the dafficulties besctting and I]i:u.!r:rin;l{ the develop-

ment of lealian ecomomy, due above all to the insuf-
ﬁ.:b.-nqr of :a'l.'illgi- [I;]. The :!I:rlrujy ir:r s turn con.
siders that the acute inflationary pressure in devastated
Farepe i5 cle Do disu.]url]'rhr:'Um.hc!mn requine-
ments of savings and consumiption, sharpened by the
sedueed volume of the ndtional prewar income (14).

This approach. tken by the Survey — which refers
alw i Iraly = covers both the Tralian inflation prob-
fein amud - that of the iil’lh'l'ﬁn:irnq'.r.r[ savings, as this

Cmeufficiency i mer by using the lever of compulsory

pving.  The single way of the presentition s
miade yet more evident if we consider that the full
n'i1p'||1}11‘ll'l'll theosies are r]:ml:lgl'u. Er many b be hased
na definitcly iflationi=a suppostion,

Consdiferedl froem this poitit of ¥iew, it should ndw
pe remarked that the most recent trend of Iialian
economy has” brought the cconemic situation consitl
crably nearer to that pastulated by the theory of full
employment w0 clearly defined by Prof, Kalecki (15)
The supplies of raw materials and power producing
prodisets have improved in a very satisfactory manner,
||1Fm|riling the preswar level. Though this may not
{ief, wery heavy Minvestments have
betn made as eomparéd to the low devel of income
and_conrffipricd, for carrying on the work of recon-
wruction,  Recent data, not yet [n.th]iﬂ'rﬂi, for the
eighteen meuinths since the bepinning of 1946 10 the
end of the [t hall of 1947, show that the invest-
I we

uf tinie (10.7 milliard lire); the Ggure for real savings -
amounts to somie 22.3 milliard lire from the ast of
laruary 1046 to the zoth June 1947, of which 146
millkind were invested in 1946 and 7.7 in the first halt
of roq7 (16). : i

A flow of 14,6 milliard lirc in real savings — eyen
if we take into scoount gratitous contributions from

- abeoad, consisting however for the most part in eon-

sumption goods — represents, when compared to_the
lulian national income available in 1946 (some Ha
milliards of 1938 lire, inclusive of the gratuitous con-
tributions), a quota of 1890, :

To make a correct estimation of the relatively high
figure of this percentage it should be remembiered that
im normal times real Inalian savings amounted o abaug
% of th tional income, and that even in the '
yeari of preparations for war the quota of ingome
comsumption did not S
1% of the narional income, though in both cases
the im-mlﬁlr?:t‘u u::nclcd"hrtﬂ“lu-k{h:n 5
that of today. :

{13h Sex: Virromin Mass i T cify :Ilé.

(14 Swrvey, o3 G

{15) Sec: Virpomin Masxaan, loc, cil., oo a3y,

(18} The real savings amounting to 233 milliands of 1538

fire coereepond o 1,805 milliards 6f 1047 doflars, at the scocpiod
fite of conversion of 12.353.0938 lre =t § 1ot

¥

#

w
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The improvement in the Tallan siiuation as regands
the supply of raw mateelals and power producing
products, and  the reconstraction of the productive
t([uiph:ﬁl‘lf L_'ll the coEnkryy, evidently hay as 18 coun-
tetpart the heavier degree of inflation and simblar
mexnires taken togeaise the volume of savings, Un.
fortunately, these  18months of marked increas of
investments have been characterised alio by the grownh
of unemployment, a5 thown by the afortamenticned
figures {17). : : : il

Several Itﬂaﬂ!l!!’l’tﬂ: can be |.1rl:|ug!tt farward e
count for this coincidence between inflation and - un:
employment to which the Sureey calls attention.  Chie
may surmise that unemployment in Italy is a pheno-
trenon connected with demographic cavses, and of 2
structural nature which cannet be cured by a revival -
such as thay which has occurred Italy. In this case -
we should accept the opinion spressed by the Survey
*The :pm:i:ﬁl: problem of Ttalian nrlr.*rn!llu'ymmt el
Ia-, r:l:Hl;_:]l solved hhlr hr a kmﬂ-ruh process t;l.( (38
pﬁmiq:m.-u!riﬂdmlrr and agriculiure ™ (18).

[k one may suppose that the improvement jthat
has eceurred has been quite insufficient for starting a
normal policy of full employment, and thiis accept the
opinion which considers thiat to(iq'-ﬂnlj' applicahle
under norenal sconditons, and therefore afrer the dis-
appearance of post-war conditions,  In this cosé, we -
should accept the typical Angle-Saxon view of the
theory, but this would Tie countrics like Italy to a con-
trof system Trom which one can’see no way out,

fine may also consiglegialiar the approach adopted
to-day in Ttaly in dra up plans for rehabilitation
along dines similar o for fall employment, . is
witiatesd by - unreasonable- feanores which make them
inefficient.  The plans for public works and the mea-
sures taken for placing the South on a sound eco-
pomic hatls are part of o general economic plan in
which inflation on behalf of the Treasury, growing
pressure of taxation, anid - thie burden of extraordinary
taxes are aceompanicd by eredit deflation and by a
policy for keeping food prices low.

The maost probabile: hypothesis would sill seem o
be that which couples two conditions standing in the -
way of an Imlian policy of full employment: the
insufficient development of Italian economy and the
incompatibility of the several features of the Dalan
plans F:t full employment, W

Thie former difficulty might be partially overcome by
a thorough transfermation of Ttalian economy brought

« about by making the country essentially an indus
trial one, and by making it complementary. 1o interna- -

tignal markets.  The latter difficulry is more difficals
tr overcome both because of the reactions between
purely political plans and economic plans, which is

also of the future), and because of widespres
theoeetical soundness of the

characteriutic of the present situation (and probabl
: : il uer
ﬂ‘ +

civm a5 o the

. abave referred to. S i

(i3] See: Virross Mansams, loc, ¢t e F1H

il!]- sﬁfﬁ-'fq P+ 5.
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