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The valuatior of commodities consumed by
the producers themselves offers some difficultics
that puzzlé statisticians in periods -when prices
on the free market differ widely from the legal

. prices, e :

- Some. would value these commodities at
their legal price, others at the free  market
price, apd others again would accept a weight-

. cd average between these two, But in making
this weighting is difficult to find a criterion
whiich would not be arbitrary, :

~+ In my opinion the sclution should be sought
in a quitc different direction. It is extremely
simple. It may seem to be the egp of Columbus,

Commiodities consumed by the producers

themselves are generally fungible commodities.
- of a fixed type, whose quality does not vary
appreciably from ene period to another, so that

their valuation may be made to depend exclsi- -

vely on their quantity and on the purchasing
power of the currency. B :

o Let the current price of the produet con-

- sumed by ‘the producer himeelf be known for

a period taken as a base in whicle the'legil price

dic not differ From the market price, and let -

the quantities consumed be al'o known-both
in the base period and in the period for which
the valuation is to be made. The variation in
the quantity can then be aseertained direetly.
‘As concerns the variation in the purchasing
* « power of the currency, it must evidently be

deduced not from the legal orice, nor from
_the free market price of the special product

under consideration, but from the index num-
- ber for the general price level. Tt is of course

presumed that this index number has been de-

términed in a suitable manner, attributing to

theseveral commodities the weight correspond- «

ing to the quantity exchanged or to the quan-
tity — gross or net — ﬁm&uncd or to the ex-

A

isting quantity, the choicé of one or other do.

ending on whether the valuation is 1o be s
or caleplating the amount of exchanges, or of
prodUetion, or'of incomes, or of wealth,

* The ¥ouhdness of this mode of procedure
muy be tested in the follgwing manner, ‘Let o
suppose” that the volume of all’ commaditin
has remaired steady from the base period

. the period under consideration. The variation

of the value of the commoditics exchanged,

produced or cxisting will correspond i%
ease to the variation in the index of thie gen
price level. But this index-nurmiber can only

be determined by taking into consideration the
commadities that are not consumed dircctly by -
‘the producers themsclves. Now, to apply wall

mfnmndil;i:s the index number of the gener
price level which has been established Tor
modities not the” objects of direct consumptian,

ameunts to the same thing as attributing wihe
direct:

commodities which are the objects
consumption the same’ price variations that are
deduced from the index for the general price
level.

Let us now see another proof. The general
l:asu-:h that if we MW
multiply by it all the prices of the base period, W

price index number must

we shall obtain for the period considered, the

¢ same.total amount as is obtained by assigning
to the several commodities their own prics.
MNow: this equivalence occurs when, and only.

. when, a price is assigned to commuodities con-
sumeds directly by the producers which is i

creased over the price of the base peried in
the same ratio shown by the index nomber
for the al price level.

dure is not always equivalent ing an aver-
age between the lepal p cpﬂéﬂ?ﬁe&&u market

\price. Thus, for instance, in Italy the price

i

It should be noted that this mode of proce '

index number in 194748 (100=1938 prices)
o 5,150 for the general level of wholesale
arices, while in the cise of wheat it stood
it 3250, in: that of maize at 4,023, for bagley
at 3421, for rye at 3,549, if ‘we consider the
Jegal prices, but at 8,873, B,310, 4,860 and 8,733

tively if we consider the prices on the

' fee market. Therefore the index nuinbér for

the general level of wholesdle prices stood bet-
e the index numbers for legal prices and
free market prices in the case of wheat, maize,
and rfe, but not in'the case of barley, for which

* itwas higher than %ither. :
Izt us see how it is passible in practice,

fotlgwing the method described, to cstimate the
valise of the quantities of the aforesaid commo-
dives produced in Italy in 1947 and consumed

- by the producers themselves, o
The quantities consumed directly by the
ueers are given in column 2 of the follow-

2g table (Table 1)1 The data in that column .

kave been kindly supplied me by the Central
Institute .of—Statistics.  They are approximate
ad therefore susceptible of corrections but this
~wof no importance for the purposes of this
akalation.. which is - merely i]lustr:,t'b':.' In
alumn 3 are étated the prices Ecl: quintal in
w3, columns 5 and 6 contain the index num-
bers of the legal prices and of the free market
pices for the four products in 1947-48 taking
i 23 the price, already itated in column 3,
for the respective product in 1938, while co-

lomn 4 shows the index numbers for the peneral

kel of wholesale prices also taking 100 as

The Valustion of Commestitids fov Derece l:.'i.l.-gnmydnn

109
ducts, and for their total, calculated on the
basis of the quantities stated in column 2 ar
the prices of the base year given in column 3,
and of the index nymbers given in columns 4,

5 and 6. This, Ifqn;jih_stanc:, o obtain the esti-
mated value of wheat-consumed by the pro-
ducers themselves in 194748 at the ]{gql prices
we shall multiply the quantity consumed as |
stated in column 2 (23,000 by the price stated *
in_column 3 (131) by the index number given:
in column 5 (3,250). We shall obtain the re
sult 22,000 % 131 x 3,250 = 0,192,438,000, which
divided by 100 (the base of the index number in
1938) and multiplied for 1,000 (the unit in which
the quantil:ics cnmu_mcd are expressed) wi]i"gi\rt
us the value sought for in Lire g1,024,386,000.
This is found, expressed in millions of lire, in

*_ the first line of column 8, =~ g

Another method to which one can have re
course is that of valuing the quantitics consum-
ed by the producer at an average price between
the legal and the free market price. The erite-
rion by which the average is to be determiined
has then to be decir:l,ed-nn. e _
Among the criteria which may-be consider- -

ed there is that of assi ‘to the index num-
‘ber of the legal prices wu the index number
of the free market prices a weight proportionate
‘to the quantitics delivered to the pools and
“respectively to the quantities ‘sold on the free
market, It is difficult to justify this method
on theoretical prounds, but it deserves to be -
taken into consideration in as much as it is
based on an objectivecriterion.  *

the general price level in ag38. Lastly, in —  Table 11 shows in column 2 the quantities

mlums 7, B and g are shown the estimated:

- nlue in millions of lire for the several pro-

delivered to the pool; in column 3 the quan-
tities réceived on the free market; in column 4
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the weighted average, based on these quanti-
. tics, of the respective index numbers of the
i;erice: already given in the previons table (Ta-
“ble 1, columns 5 and 6) tly, in colemn 5,
the values obiained by multiplying the average

- index numbers thus obtained by the prices of

the base period {Table I, column 3), and for
the quantities consumed by the pioducers them.
" selves (Table 1, column ).
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The method we suggest, while in the case
of the several products it does not always give
results intermediary to those obtained on the
hasis of the legal prices and the free market
prices, does however give for the “four pro-

ducts considered “as a ‘whole a result (194 mil-_

liards, see Table [, column 7) which is inter
mediary, as it exceeds by 66 mulliards-the result

obtained on the basie of the legal prices (128
milliards, sce Table I, column 8) and is inferiy
by 32 milliards to thai obtained on the fus
of the free market prices (326 milliards, '
Table I, column g). :
Calculating the weighted averape of the gy, -
index, numbers for the several praduces o (ke
basis of their respective quantitics, we o
resylts (Table 1, column 5) for them th;la dliffer
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sometimes  considerably: from i:hc results ob

tained by the method we have described, but

which, taken as a whole, are pretty much the -

same, as they pive a total of 108 millizds in-
stead of 194. Very probably however this-:
only a chancescoincidence which might
occur again for other countries or for Inly
hersclf in other years, = :




