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SN IRY
T A sharp contrast in living standards between Northern and Southern
Itely has existed for s long time. The ¥orth is highly industrialized and
its thirty million inhabitants enjoy e typically Western European living
etandard. The South, on the other hand, is predominantly agriculturel and
its eighteen million inhabitants have an income per head less than half as
high. In order to rectify this imbalance, the Ttalian Government in 1950
decided on a long-range "pre-industrialization" progrem for the South.
Ze To carry out this program the Cassa per il Mezzogiorno was established.

Criginally, the program was to be largely in the form of extraordirary public
works intended to raise the outrut of the southern agriculture, improve and
enlarge transportation facilities and raise the health and sanitation stand-
ards in the territory lying south of Rome, including the islands of Sardinia,
Sicily and Elba. To achisve these goals the Cassa was allotted a total of
$1.6 billion over a ten-year period. The progran has since been extended
twice, first to twelve years and now to fifteen years. The funds placed at
its disposal have been doubled to $2.2 billion, and the emphasis has been
shifted to industrializetion,

3. The first task confronting the Cassa was the preparation of a concrete
development program and the ellocation of funds for specific works. This
turned out to be a difficult taszk and although a preliminary distribution

of fuads among such sesctors as agricultuve, roads, and agueducts was made

at an early stape, it took nearly five years for the formuletion of a2 comi-
rehensive agricultural development plan. As a result of this delay, Cassa
xvenditures legged behind appropriations during the first three fiscal yesrs
nd there was a good deal of criticism cf the Cessa. However, determined to
ssert itself as a public works rather than a work relief agency, the Csssa
refused to be stampeded and proceeded in a systemetic marner tc cope with

the difficulties facing it. . By the end of the seventh year the Cassa had
awarded contracts fer about 3/5 of all the funds to be appropriated for the
Twelve-Year Program, thus meking up virtually 211 the lost time.

3!

3 Mmoo

4. Considerable physical progress has been achieved under the Cassa pro-
gram. In agriculture, which is most important both from the standpoint of
money zllocated to it end from its contribution to the original goals of the
Cessa, 1,219 km. of dreinage canals and 1,030 km. of diversion channels with
necessary embankments and regulators, out of the programmed 2,900 km. and
4,700 km., respectively, have been completed and e lend aree of about 369,000
rectares has already been drained by these works. In irrigation, a network
of 1,425 km. of canals, out of s programmed total of 16,400 km., has been
built as a result of which 57,400 hectares were irrigated in the summer of
1957, as against a total goal of 352,000 hectares. & total of 2,800 km, of
rural roads wes built, as against a goal of 6,370 km. In the mountains,

some 50,000 hecteres, out of the programmed 163,000 hectares, have been
reforested. At the farm level, an estimated 23,000 houses of the planned
60,000, barns for 107,000 head of cattle of the planned 277,000, and other
farnm structures, including wells, silos and warehouses have been built. Like-
wise, 621 new agricultural processing plants of the 1,510 planned were estab-
lished.
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cel progress in reoad im prove”e“t and construction includes com-
bout 10, 600 km. of provincisl roads out of & goal of 11,6CC km.

Se si

pletion of ab

Yew roads have also been built to the extent of 970 km. out of the Dl nned

tetal of 2,8C0 km. The aqueduct works completed supply potable water to

572 lcecalities with.a population of 2.7 millicn persons, as against pianned
650 localities with a population of 13 million. To attract tourists,
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CH;OIOﬁ cal excavations have been carried out at Pompeii and elsewvhere,

SeV“fdl historic structures have been restored and 100 km. of sightseeing

rcads have been improved or newly built. Thus physical progress under the
Cessa program has besen considereble.

[4¢]

o During the first seven years of operations, the Cassa has actually
invested end stimulated private investment of an estimated totel of Lit. 843
billion ($1,350 million). It is estimsted that these cowbined Cassa and
privaete investments required a total of 1€3.5 million man deys of work with

a total wage bill of %378 million. The Cassa's largest investments have been
in agriculture and substantisl achievements are alreudy in evidence. Private
interests have also invested in the neighborhood cof £125 million in land
improvement in conjunction with the Cassa's operations and these investments
have increased the annual manpower requirements in agriculture by the eguiv-
zlent of approximately 35,000 full-time jocbs. A sampie study revezls that
the investrents have alveady prcduced a fundamentzl change in the productive
pattern of almost hzlf of the farms transformed by the end of 1955 and thst
gross saleable production on these farms increzsed by an aversge cf about /0%,

7. The Cessa has a2lso played 2 rcle in stimulating the industrielizat.cn
of the South. O0f the estimated total industrisl investment in the South

of §560 million between 1951 and 1957, #360 million were carried out with

the direct financial suppcrt of the Czssa and of the special industrial credit
institutes (ISVEIIER, IRFIS, CIS) which the Cassa assists. A recent study
made of the industrial plants financed through the Cassa and these specizal
industrial crecdit institutes.prior to the middle of 1956 reveals that these
plants will provide roughly 20,000 jobs. Uhile they will add only epproxi-
mately 11 to 12% to industrisl employment in the South, they will incresase
the value added by manufacturing by some 26%. The Cassa and these institutes
have relied heavily on IBRED funds to finence the large chemical, fertilizer,
mechanical and building materials plants sponsored in the South as branch
rlants by northern industrialists. While there were other inducements and
pressures to locate in the South and some private industrialists may have
responded to them, there is no reason to doubt that the money provided by
TERD intensified the movement.

8. During the past seven years, many fundamental improvements have teken
place in the econory of the South. Agriculturel and industrizl production
have increased substantially. Output of ferm products has increased by some
42% from the 1949-52 average, or by about 5% ennuzlly, which exceeds the
national rate of growth during this period. Industrial production &lso has
ricen by about 50%, or at roughly the high rate of growth for the country

as & whole. In housing construction, consumption of electric power, end in
the use of fertilizers and tractors, the South also registerzd a higher pro-
portionate increase than the Forth. Total income in the South grew by 71%
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ag compared with 64% for the North. This is reflected in higher consumptions;
Tor exampie, more radio end telephone subscriptions, higher expenditures for
entertainment end more cars and motor scooters. All this has been brought

. . 3 o
about bv increasing private investment by 138% and public investment 1C6%
in the South, while corresponding rstes for the North were 83% and 36%.

Oo These improvements in economic conditiong have contributed toward a

eduction of uremployment, Italy's outstanding economic problem. The inc?eased
vblic end private investments as well as the general expansion in economic
ctivity have resulted in a rise in employment in excess of the growth in the
abo* ferce and togeuher with a high emigration rate have reduced registered
nemployment t9 its lowest postwar level of 1.6 million. In the South, lebor
was profited greatly from these developments as well as from the continuing
emigration and internal migration. The latter, particularly, has become
important as job opportunities in the Forth have expanded and it is estimated
thet in regent years.approximately 1.2 million persons have moved there from
the Southo, This combination of more jobs in the South, emigration and internal
migration have not only already ameliorated the unemployment and underemploy-
ment problem of the South, but also hold out hopes of its eventual solution.

B g

10, The recent extension of the life of the Cassa from twelve to fifteen
yeers and the shift in the center of gravity from agriculture to industry
present a rnew challenge to the Cassa. Th re will be more emphasis on the
type of initietive where Cassa action will induce the investments of others.
This is by fzr the more complex task. The successful discharge of these
functions will require a substantial strengthening of the industrial section
of the Cassa and of. the institutes. In Italy, where the line of demarcation
is ruch fainter than elsewhere between private, semi-public and public indus
try, there is always a danger that industrialization in the South will becore
much more of a state affair than it is in the lorth with political factors
cutweighing sound economic criteria. A case in point is the measure adopted
last year which requires thst a minimum of 40% of ell new investments in
state industrial enterprises take place in the South. ’

1. While the industrialization of the South mekes much more sense today
than i1t did in 1950 when widespread overcepacity characterized much of
northern industry, an indiscriminate forced industrializstion of the South
mey prove costly to the Itellan ecoromy. To the cxtent that raw materials,
actual and prospective merkets, & favorsble manpower situation and other
such inducements exist, the location of industrial plsnts in the South is
fully justified, but there are still numerous instances where further indus-
trial expansion of the North would be more economical. At this stage it can
only be hoped that in the zeal to industrialize the South, the costs of alter-
native plant location will be adequately weighed and serious errors will be
minimized. The task now confronting the Cassa is by no means & simple one
and the menner in which it is handled vwill determine for many years to come
the success and character of the industrialization of the South.



The Bank has made four loans to the Cassa per il Mezzogiorno (Fund for

@ South) in support of its program for the economic development of Southern

v+ The first two loans {50 IT and 8% IT) were for $10 million gach, the

d loan (117 IT) wes for $70 million end the fourth loan (150 IT) for
©74.628 million., Prior to the negotiation of the third loan, the Benk made
an econoriic appraisal of the Cassa program and its suitability as an instru-
zent of economic development for Southern Italy (Ef-5la). In October 1956
a review of the progress of the Cassa program (EA-Gha) was made in prepara:-
tion for Loan 150 IT. The purpose of the present report is to trace the pro-
gress of the Cassa during its first seven years, assess what it has glready

s~
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done and indicate the direction it might take in the second half of its life.

LS S

. By way of providing the essential background, this report starts with

& brief description of the differences between the economies of Nertkern and
Southern Italy and an explanation of the reasons for the creation of the Cassa.
It then proceeds to explain the steps taken by the Cassa to formulate 2 devel-
opment plan for the South and to evaluate the Cassa's performance in cerrying
it out. This eveluation is largely based on the Cassa's record of examining
and prepsring public works projects as exemplified by "Contracts awarded."
The Cassa's perfermance is shown in terms of expenditure on "works corpletsdh
and the physical progress achieved in carrying out public works within ite
program. The over-all economic effects of the Cassa, however, far transcerd
its own activities. In part this is due tc the very nature of the Cassa pro-
grem, which has sought from the start to associate private investment with
its own public works, and in pert to the general stimulation which the Cassa
has provided to the economic development of the South. For these reasons,

an attempt is made to assess the changes in the economy of the South during
the Cesse's seven-year life. The report concludes with a brief analysis of
the problems now facing the Cassa and of the economic prospects of Southern
Ttaly.

N

BACKGROUND

3. A sharp contrast in living standards between Northern snd Southern Ttaly
has existed for a long time. The North, where 30 million persons live, is
relatively well developed economically with flourishing industries and az gen-
erally presperous agriculture. On the other hand, the territory lying south
of Rome (including the islands of Sardinia, Sicily and Elba), with a popula-
tion of 18 million, has remeined underdeveloped. Many reasons account for
this basic difference including those of geography, climate end history.
Northern Italy, and especially the northwest part, lies adjacent to some of
the most prosperous countries of Vestern Europe, while the South has found
itself geographically isolated from them. The North enjoys a central Euro-
pean type of climate, while the very dry climete of the South has resulted
in low per capita agricultural output in an area where the population is
mainly dependent on agriculture. 4&n equally important factor in the differ-
ential rates of growth of the two parts has been the difference in their
political and social heritages. Thewgrowth of a commercial and industrial
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of society in the North, with its emphasis on enterprise and innovations,
= d sharply with the feudal structure which evolved in the South under
the kingdom of Naples and Sicily and which existed from the time of the iiiddle
£ til Jtalisnp unification less than a century ago.

The great disparities between the iorth and the South in 1952 nay be
eedily seen from a comparison of some major economic indicators for the two
areas. In the industrialized FForth, 39% of the labor force was employed in
industry end transport, while 37% was in agriculture; in the Scuth the respec-
tive percentages were 27 and 53, with ruch of the farm laber underemployed.

Fur thermore, the average yield per hectare of such a staple commodity as vheat
20 quintels in the Nortk and only 10 quintals in the South, largely be-
cause of primitive farm techniques. This situation had resulted in Ttue aversage

2al income per head in the South being less than half of thet of the llorth,

“d while only 3% of the population in the MNorth was estimated to live bel
the "poverty line," fully 27% was in this category in the South. Povert;
the Scuth hid naturally limited demend for the products of Italien indus v
thereby aggravating the rroblem of industrial unemployment throughout Itely.

R
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5. Once postuwar reconstruction was substantizlly completed, the major zo-
cigl ¢nd eccnoric problem fecing Italian authorities was that of persisten™
and begv* unenployment throughout the country and the continuing underdevel-
rient of the South with its concomitents of underemployment and poverty.
orecver, &s & result of populetion trends, the outlook was disquieting.

s perticularly so for Scuthern Jtaly, where the labor force vas increas-
CCO a year, more than twice as fast as in the rest of the cocuntry.
tion prospects being limited at best to 125,000 workers annuelly
cuntry as a whole, a further growth in unemployment appeared unavoid-

6. Several alternative approaches to the solution of the southern problem
were considered in 1950, Increasing investments in the already developed

North with a view to encouraging internsl migration from the South was rejected
on the grounds that considerable overcapacity characterized ruch of northern
industry and thet a substantial expansion in output could take place by the
better utilization of manpower already available there. Similarly, any sul
stantial increase in public works in the Morth was not expected to bring ang
benefits to the South through the movement of menpower or the purchazse of gocds
and services there. On the other hand, imrediste industrialization of the
South appeared out of the question because of the overcapacity in rorthern
industry and the limitations set by the local merket. Confronted with this
situation, the best approach appeared to be to launch a "pre-industrizlization®
program in the South, and the Iteliaen Government undertock to increase the
level of public investment under a ten-year development program for the South.

3 0(1
i
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7. The major objective of this program was to raise the productivity of
land ond laber and to eliminate the economic waste invelved in unemployment

and underemployment. It was felt that en incresse in the productivity of land
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labor n the South would not only raise living stendards within the regicn,
sqvently lead to its industrialization, but would also reduce unen-
in the Forth by stimulating demsnd for its industriszl products and

- The Italian authorities placed primary emvhasis on the development
ezlthy and prosperous agriculture as a prerequisite for the entire

]
region, an emphasis sirilar to that contained in vericus generasl survey mis-—
sion reports sponsored by the Bank for underdeveloped countries. With a view
to providing a degree of coordination end continuity which could not be .. 17 =
achieved by the regular ministries, the Government entrusted the execution
oi thke progranm to a new agency, the Cessa per il Mezzogiorno.

THE CASSA TFoFi'd
8. The Cessa per il Mezzogiorno was establisbed in August 1950 as en
agency of the Italiar Government to implement the "Ten-Year Plsn for the
Econemic and Social Development of Southern Italy." It wes made directly

7mmorxsﬁb?e to & "Committes of Iinisters for the Scuth" and was entrusted
ith the forrmlation and execution of the development program. The law which
ablished the Cassz elso providad in effect for an sverage annuel apororiia—
it of Lit. 100 billion ($160 millior) during 2 ten-yesr period, z7d
the area of Cassa activities rouguﬂg as tre mainland south oi Rome 2
ends of Sardinie, Sicily end Elba. In July 1952 the 1ife of the Csvusa
Irom ten to tvelve years and its funds were increased from s
,000 billion ($1.6 billion) o Tit. 1,280 billion (2 billicn).
law further extended the life of the Cassa to & total
nding in 1965 and raised its appropriations by an additional
$1.216 billion), The Cassz therefore will dispose of $3.2

ifteen~year period.

N
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2. Wher. the Cassa was established the major problem facing it was the
allocation of funds for specific works. This was a difficult tesk beczuse
of the absence of a soundly formulated and properly coordinsted economic
development vrogram for the South on the one hznd, and the muitiplicity of
regional, political and other pressures to which the Czssa was subjected on
the other. Against this background, the Committee of Ministers for the Scuth,
under the chairmaenship of Minister Campilli who has carried out this duty
continuougly since 1950, laid down the broad outlines of the Cassa ten-year
program and mede a preliminary allocation of funds. These allocations were
ntended to indicate the over-all megnitudes of the works which would be
cerried out by the Cassa in the different sectors of the economy andg were
rov in any sense firm commitments. Geographically, the allocation of funds
was made on the basis of population and the degrees of economic and social
depression prevalent in the several southern regions.

10. The following distribution of funds by mejor sectors was rade for
the ten~year and subsequently for the twslve-year programs:
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The Ten-Year and Twelve-Year Cassa Programs
(in billions Lit.)
Original Revised 1/
Zcoronic Sectors Ten-Year Plan Twelve=Year Plﬂr Changes
Amount % Lmount % Amount %

Apriculture 770 77 887 €9 + 117 + 15

lend reclamation (310)  (31) (353) (27)  + (43) + 14

FEeforestation (50) (5) (124) (20)  + (74) + 148

Land reform (280)  (28) (280) (22) - -

Private land

improvement o (130)  (13) (120) (10) - -

Transport 110 11 150 + &0 + 73

Roads (110) (1) (115) (9) + (5 + 5

Railweys - - (75) (6) + (75) -~
Lgueduects and sewers 90 9 178 14 + &3 + 98
Teurisn 30 3 25 2 - 5 - 17

Total 1,000 100 1,230 100 280 + 28

Thig progrem, “articulerly its agricultural phase, wes only partly to be

carrizd out directly by the Cass The portion earmarked for land reform
arounting to Lit. 280 billion was placed urder the Ministry of Agriculture.
Livevise Lit. 130 billion was set aside to be used as Cassa subsidies toward

J

rivate lend improvements. As a result, the amount left for Cassa vroper

pub-l works in agriculture is reduced to Lit. 477 billion snd the total pro-
‘gram to be carried out by the Ceassa becores Lit. 270 billion.

12. The above table indicates the nature and direction of the Cassa pro-

gram. its "pre-industrialization" character is clearly revealed by the con-

centration on agriculture and on the linking of the various parts of the

area by a network of roads. Although the relative proportion of agriculture

declined sowewhat in the twelve-year plan, it still claimed nearly 70% of

the financial resources. On the other hand, transportation increzsed both

absolutely and relatively through the addition of funds for the railroads.
The hezlth and welfare aspects of the plans are reflected in the substantizl
sums allocated to agueducts and sewers. "Tourism" claimed a small proportion
from the start end was further reduced, zlthough many of the improvements

in transportation and sanitation will also meke the South more attractive

for tourists.

13. A greast deal of effort went into the formulation of an agricultural
develoneﬂt program, which was finally adopted by the Cormittee of Ministers
for the South in April 1955. According to this program Cassa intervention

1/ The plan as it stood on June 30, 1957.
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in cne form or another would affect 9,548,000 hectares or about 73% of the
total Term land end forests in the South. This comprehensive coverage resulted
largely from social and politicel pressures to alleviate on as brozd a scele
2s nossible the conditions of southern agriculture. It was intended to create
t;s‘impre ssion that no significant part o? southern agriculture was tc be
naglected and that something was geing to be done for nearly everycne. Ac-
tuall: , ‘he extent of Cassa intervention was to vary greatly from one area
to arother. The most intensive effort in agriculture was to be limited to
irrigating scme 440,000 hecterses. At the opposite extreme are some 3.4 mil-
lion hecteres among which some scattered reforestetion wes tc be carried out.
Fithin the remainder of the area, accounting for about three-fifths of the
totel, & transformetion from extensive to intensive dry land cultivavion
wes to be proroted. Specifically, the Cassa's land reclamation program con-
templated that by 1962 it will have
a) provided irrigation for 440,000 hectares, 352,000 hectares of the
“total being irrigeted annually including 40,000 hectares coming. -
under. citrus Lultlvat on;
b) intensive ly transformed 550,000 hectares with tree-crops on small
landed properties under rain-fed cultivation;
¢) developed 560,000 hectares of dry-fermed land at different levels
of intensity; and
d) undertaken initial development of an area of 62,000 hectares in
particulerly difficult and backward regions.
1h. The progrem in acrlculture, among other things, calied for the con-

struction of 16,400 km. of irrigation cerals, 2,900 km. of drainage cantls,
4,700 km. of diversion channels with necessary cmbapk ents and regulators,
6,370 km. of access roads in reclamation districts, and the reforestation

of 163,0CO hectares of woodlands. The program called for the building of

more than 60,000 farm houses, for barns for 277,0C0 head of cattle, for 1,510
processing plants and for other farm structures such as wells, silos and
wvarchouses. The road program envisaged the improvement of some 11,600 km.

of provincial rosds and the construction of 2,800 km. of new rocads to in=-
creese the highway network of the South by about 7%. The aqueduct progrenm

is intended to bring an adequate supply of potable water to 1,050 localities
with a populstion of about 13 million out of a total of 18 million inhabit-
ing the South. The railrocad program will increase capacity by building longer
sidings and electrifying a number of main southern railways. Lastly, the
investments to encourage tourists will provide better roads and improved

water supplies (in addition to the programs mentioned above) in recognized
tourist centers and expand the variety of archeclogicel excavations and

other attractions.

15. Althoucn the Cassa program started out as essentially a "pre-
allze ’“ﬂ" effort for the Scuth with primary emphasis on lmproving
ihe output and incomes of the farm population, it was socon realized that
the long-run manpower requirements of the more intensive agriculture resulting
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sa effarts would eliminate only a part of the existing agricultural
ﬂnent and that employment outside of agriculture would have tn be

e rest., Furthermore, given the heavy populiation density in the South
ien tn the langd available, the opportunities for raising incomes through
agricultural development alone were severely limited., Since the South has

certain raturzl advantages that have nnt been fully exploited -~ her positicn
vis-a~vis the Mediterranesn and North Africa, mineral resources, (systematic
exploratisn has only racently begun and oil and potash have already been found

in commercial quantities); good peorts with unused capacity; cheap and willing
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labor; and a growing local market, the need to eventually industrialize the Soutn
vas recognized and efforts in this direction began to take shape at an early
.age although a large-scale program has materialized only recently.

_A, is a result of this recognitiocn and the growing demand in the South fn
some indusirial products, the scope of the Cassa's activities in furthering the
2cono mlC development of Southern Italy was greatly extended by & special law of
flarch 22, 1952, This law recognized that the solution of the problem of the
South required as a first step the creation of a favorable climate for incdustrial
zrowth and it empovered the Cassa to start financing industrial entergrises. 4
variety of inducements were offered to Italian and foreign businesses to make
investments in the South. TForemost amorg these “nducemenns were tax and tarifi

essions, relw‘4L rcbdues, as Jell as lOP”—ucTW cr it on lavorauhe Terms, The

emourts lt cou!d bor”Oh in the dOmeotLC marleu as well as aoroad Lﬂde ihis new
authority the Jassa was able to relend the bulk of the p“ocecdo cf ILID lcarms of
216,00 willicn to expend private indusiry ﬂnd tm increase the electric power
zenersiing cea;,lty’ln the South, These early beginnings were greatly siren/ih-
ened by weens ¢f a new law of July 1 1957 which extended the life of the Cassa to
fifseen years and empowered it to launch a major effort for the industrializetion
c¢f the South, This law will be analyzed later in this report,

=~

PROGIESS OF THE FROGRAY

17, A proper evaluation of the Cassa progr raem during the first seven year
i”e must consider its achievements, its shortcomings and its mistak
ir. the light of the background against which it has had to operate., The Irmense
size and diversity of the Cassa program rendered a quick take-off very difficult
and operations got off to a rather slow start, As so often happens, it en=-
counterad & number of difficulties which were not fully foreseen in the prepa-
ration of plans., Organizing and staffing took longer than expected, Cassa
personnel soon discovered that in many of the projects put forward for financing
(by local and regional assoclations of landowners called 'consorgzi' which initiate
the bulk of the prOJects), much detailed technical preparation remained to be
dorie., In many instances the regional associations of landowners or other bodies
with wnich the Cassa was supposed to work were either poorly staffed or practi-

cally n~v -=xistent,

18, A good deal of time was thus spent in the administrative and technical
review of projects before contracts could be awarded, BEven at this stage,
however, difficulties were encountered, primarily because bidding was origi-
relly limited to southern contractors, whose prices were on the whole high,
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perienced difficulties in obtaining the equipment and

The contractors exg
machinery necessary for such a rapidly stepped up public works progran, a
erio nt and steel tube shortage developed during the early constiruc-

an unexpected dezrth of skilled and semi-skilled workers
rplementation of the works. To meet these problems, the Cassa
dding by qualified Italian contractors even though they are

ol d in Southern Itely and appears to have succeeded in overcoming
iy nal reluctance on the part of meny established construction firms
d. In this manner it has not only saved money but has alsc assured

£ of high grede performance. The Cassa 2lso helped finance cement and
steel tube factories with IBRD funds and the training of workers. Thus,
the Casss handled each probleém as it arose and, in general, has done a sat-
isfactory job in overcoming these dlfflcultles.

19, leedless to say, the pressures on the Csssa were very great to limit

its review of the projects, in order that it could spend the funds at its
disposal as early as possible and thereby create direct ernployment in the

South and indirectly in the rest of the country. Determined to assert itself

as a public works rather than s work relief agency the Cessa refused to be

stan

and technical merits of its works, the Cassa adopted the general policy of
approving end launching.the simpler works first, at the ssme time continuing
to prepare the more complex works, especially those in irrigetion. During
its first seven vears of operations ending June 30, 1957, the Cassa examinezd
investment p_] eticns totalling Lit. #ol billion ($1.4 billion); approvsu
z total of Lit. 799 billion ($1.3 b17Jion) of projects and entered into form
contracts for Ilt. 508 billion (%813 million). In addition, the Cassa

approved exvenditures of the land reform agency for Lit. 226 billion and
extended subsidies for private land improvemnnts in the amount of Lit. 48
billion. The fellowing table presents a swimary statement of the value of
contracts awarded by the Cassa combined with estimeted expenditures on be-
half of the land reform program and subsidies for private land improvements.

Contracts Averded for Cassa WOrksl/

(June 30, 1957)

% of Allocations

tampeded. Hot wishing to proceed without being satisfied with the economic

Amounts in Revised

Economic Sectors Billions of Lit, Twelve-Year Plan
Lgriculture 529 60
Land reclamation (218) 62
Reforestation (37) 30
Land reform (226) 81
Prisz*= land improvement (48) 37
Trangport 144, 77
Roads (92) 80
Railvays (52) 69
Lgqueducts and sewers 93 52
Tourism 16 A
Total 782 61

1/ Includes works on ferms under the lend reform program and the Cassa
contributions for private land improvements.

.]
.L
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Thus by the end of the seventh fiscal yeer contracts were awarded
three-fifths of all the funds which were to be appropriated for
public works during the twelve-year period.l/ If account is also taken
exnenditures for land reform and its subsidies fcr private lend
s, the propertion is slichtly higher as is revealed by the pre-~

>. Considering the Cassa's early difficulties, this proportion
factory. The low percentage in reforesitation is insignificant be-
marginal character of these works. They are the closest approx-
tion to work relief and csn ke carried out on relatively short notice.

the other hand, the low percentage in privete land improvements is largely
due to the normal time lag between the commletion of public works and the
launching of farm improvements. Moreover, to the extent that these works
were retarded by the farmers' inability to borrow their share of invesiment
funds from credit institutions, this difficulty has been overcome by a new
provisicen in the Cassa lawof 1957.2

=
i

21. Sufficient time has now elapsed to take stock of the works which have
been carrjed sut under the Cassa program. A4s of the end of the seventh vyear,
a total of Lit. 262 billion of works was completed and an equal ancunt of
works was uwnder cornstruction or about to be started by the Cassa. A summary
of these wcks combined with the lend reform and private land improvement

works is chown in the following table:

Viorks Completed or Under Construction and
Estimated Averaze Percentage cf Completion
(June 30, 1957)

Viorks in progress

lorks completed or zbout to be starte
% of % of Average % of
Zecononmic Szctors Lmount sllocations smount allccations completion
(billions (billions
of Lit.) of Lit.)

Agriculture 316 36 228 26 8@2/
Lend reclamation (104% 29 (130, 37 80
Reforestation (19 15 (17§ 14 88 _
Land reform (158) 56 (68) 2/ 802/
Private land

improvement (35) 27 (13) 10 802/

Transport 94, 49 50 26 88
Roads (73) 63 (19) 16 93
Railways (21) 28 (31) 41 85

Lqueducts and sewers 38 21 56 32 77

Tourism 7 28 _ 9 36 82

Total 455 36 343 27 81

3/ This proportion is computed net of (a) the land reform program (Lit. 230
billion) and (b) the Cassa contributions for private land improvements
(Lit. 130 billion), i.e., Lit. 1280 billion less Lit. 450 billion equels
Lit. 830 billion and Lit. 508 + 870 is 59%.

(see next page for footnotes g/ and 3/.)
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JbLlC worke completed by the end of the seventh year amount to approx-

ately 30% the relevant allccations and public works still under construc-

on but Jout four-fifths finished raise the proportion to roughly 60% of

ke funds allocated in the Twelve-Year Plan for these purposes+®  Inclusion

of the land reform and private lend improvement works gives roughly the saume
1its. This mey be regarded as satisfactory. The relatively low propor—

s of completion in agriculture, as compared with transport, are due to

fact that a definitive agricultural plan was not fermulated until 1955.

Fowever, with the recent and current intensified pace of the large irrigation

siorks, there is good reason to expect that the plan will be completed within

the tire limits set or with only relatively minor delays.

22. In agriculture, which is most important both from the standpoint of
money allocated to it and from its contribution to the goals of the Casse,
1,219 km. of drainage canals and 1,030 km. of diversion channels with neces-
sary embankments end regulators, out of the programmed 2,900 km. and ,,700 km.
respectively, have been compieted and a land area of about 369,000 hectares
has already been drained by these works. In irrigation, a network of 1,4A5
km. of canals, out of a programmed total of 16,400 km.. has been brilt, zs a
result of wnich 57,400 hectares were irrigated in the summer of 1957, as

egal nst total goal of 352,000 hectares. 4 total of 2,800 km. of rural roads
wes lt, as ageinsi goal of 6,370 km, In the mountalns, some 50,000

res, out of the procram ed 163 0CO hectares, have been reforecied. At

m level, an estimeted 23,000 houses of the planned 60,000, tarns for
of tle of the planned 277,000, and other farm structures,
ells, silos and warehouses have been built. Likewise, 621 new
ral processing plants cof the 1,510 planned were established.

23. Physical progress in road improvement and construction hes zlso been
considerable. About 10,600 km. of provincial rcads out of a goal of 11,600
km. have beern improved and this part of the program is v1rtua11y compleuu.
New roads have zlso been built to -the extent of 970 km, out of the planned
totel of 2,800 km. The aqueduct works completed supply potable water to 572
locelities with a2 population of 2.7 million, roughly one-third of the 1,630
localities with a population of 13 million for which agueduct works were
planned. To attract tourists, asrcheological excavations heve been carried
out &t Pompeii and elsewhere, severel historic structures have been restored
and 100 km, of sightseeing roads have been improved or newly built, Thus
physical progress under the Cassa program has beecn considerable.

FINANCIAL RECORD

2L The slow start end the subsequent acceleration of Cassa ctivities is
best illustrated by the pace of its expenditures. The following table shows

2/ The general pattern of financing prlvate land improvements is as follows:
Cassa subsidy 20% s loan of 60% at 53% interest (2% of which is paid by
the Cassa) and 20% put up by the farmers. All or a part of the last por-
tion is in the form of unpaid family labor.

/ These are estimated to be the same zs for land reclamstion.

See paragraph 10.
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appropriztions and expenditurss of the Cassa between 1950/51 and

the enruel apy
1956/5731/
Appro- Exrend- Annual difference Cumlative difference
Fiscal Year pristions itures betwesn (2) end (3)  between {2) end (3)
(1) (2) 3) (4) (5)
(in billions Iit.)
1950/51 101.6 7.9 93,7 -
1951/52 114,.2 5449 + 59.2 93.7
1952/53 93.7 72.8 + 20.9 152.9
1$53/51 115.5 120.6 - 15.1 173.8
1954/55 113.0 153.7 - 35.6 158.7
1955/56 125.7 135.6 - 9.9 123.1
1956/57 139.1 137.5 + 1.6 113.2
807,86 693.0 114.8 114.8

o

During the first three yeers the Cassa accumulatec substantial balences, es
previously mentioned, but since then in spite of rising annual avnpropriations,
expenditures have more than keot pace with them thus reducing the evailable
balance. Cnly during 1956/57, has the unspent balance increased again some-
whot, although expenditures also rose. These are acccunting data and are
not indicative of the actuzl volume of work carri-d out in zny sirgle year
(discussed in the next section) because they include advances 1o contractors
r

end on the other frequently exclude payments for work dor:
rending final inspection snd aprrovel.

25, The rource of most of the Cessa funds is the government budget. It
furnished 1it. 540 billion. An additional Lit. 74 billion was provided b
the Italian government from the repayments of Marshall Plsn lozns, igin
tel to Lit., 714 billion. The remaining Tit. 94 billion include
in interest on Cassa devosits, Lit. 49 billion in loans fr
well as & number of cther smaller items. OFf the Lit. 689 billion sner
» approximately Lit. 426 billion was on the Cassa program pro
billion on behalf of the land reform zdministered by the i
Agricvlture, and Lit. 70 billion on credits to industrial and electric power
concerns.

BCOMOHMIC_EFFECTS CF THE CASSA

26, The effects of the Cessa operations on the economic development of
Southern Italy have been two-fold. On the one hand are the investments made
by the Cassa in public works or private investments directly induced by its
subsidies, including private land transformation, food processing plants, and
hotel construction. On the other hand, the Cassa activities have stimulated
large scale investments in electric power, in private industrial plants and
in residential construction. The combined total of thase activities is sub-
stantial and although they heve not yet basically changed the eccrnomic struc-
ture of the Scuth, they have had a noticeable impect.

scal years are years ending June 30,
his includes subsidies for private land improvement of Lit. 48 billion.

1/
2/
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Luring the first seven years of operations, the Cassa has actually
sted end stimulated private investiment of an estimated total of Lit. 343
ion ($1,350 million), made up as follows:t/

Ny
(R I

r
/
N

L

12

1

Amounts cof Y"real investment”

Economic sectors Total Bv the Cassea
{(in billions Lit.)

Agriculture 536.2 L48.3
Iznd reclamation (174.6) (164.2)
Reforestation (31.9) (31.9)
Lend reform (204.3) (204.3)
Private land improvement (125.4) (47.9)

Transport 122.3 120.9
Roads (84.6) (8.6)
Railways (37.7) (36.3)

Lqueducts and sewers 66.9 66.6

Tourism 12.0 12.0

Indusiry, power and hotels 105.2 _50.9

T_otal 842.6 698.7

Of the Cassa total of Lit. 699 billion only Lit. 648 billion represents a
cherge against the allocations to the Cassa of Lit. 1,280 billion since the
remaining investments are based on Cassa borrowings. Investments by privete
interests in connection with the Cassa program in land improvement, ware-
houses, hotels and private industrial plants amounted to Lit. 195 billicn,

of which loans from the Cassa covered Lit. 51 billion. It is estimated thzt
these combined Cassa and private investwments required e total of 163.5 mil-
lion man-days of work with a total wage bill of Lit. 236 billion (5378 miilion),

28. The Cassa's largest investments have been in agriculture and although
the greatest benefits to be realized must wait the completicn of the irriga-
tion werks, achievements are alresdy substantial. Private interests have
already investéd in the neighborhood of Lit. 78 billion ($125 million) in
land imprcvement in conjunction with Cessa operations and these investments
have increzsed the annual manpover requirements in agriculture by scme 7 mil-
lion man~days, thereby providing the equivalent of approximately 35,000 full-
tinme jobs, of the 275,000 to 300,000 expected to result from the carrying out
of the full agricultural program. A4 sample study covering 408,000 hectares
(sbout 7.3% of all farming land in the Cassa jurisdiction% reveals that the
investments have already produced a fundamental change in the productive
pattern of 46% of the fzrms transformed by the end of 1955, Most of these
have passed from extensive to intensive farming following the availsbility

of irrigation water, or have introduced mixed ferming with tree crops and
livestock, or changed to a more remunerative cropping pattern. Gross saleable
production on these farms increased on an averaege by about 40%, with the
increase being concentrated mainly on the irrigated farms groving citrus

1/ The figures in this section are estimates of "real investment" and are
not comparable with earlier accounting figures of finsncial investment.
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it ond vegetebles, Althcugh these figures ere based on a small sarple and
cever onky a limited Derloa, they indicate the direction southern agriculture
is teking under the priming of the Cassa. loreover, they suggest that the
goal of raising agricultural output in the South by some 25 to 30 percent ie
reagonable.
29. Although, as pointed out before, the Cassa program was originally

envisaged as a publlc works program, it was also intended that the Cassa
stimuilete private initiative in both agriculture and industry. Apart from

the ebove achievements in esgriculture, the Cassa's most noteworthy accomplisn-
rent has been to create the basis for private and public industriel invest-
ment in the South by improving transportation and senitetion, increasing the
upply of electric power and extending credits on attractive terms to indus-

rislists.

<t U)

0. The monumental task of industrializing the South has begun in earnest
as is evidenced by the recent diversification of industriel investments.
Betwsen 1947 and 1952, the Bank of Faples finenced sorme 2,500 industrial plants
on the southern mainland advancing a totel of Lit. 58 billion. Oniy 452 or
a fifth of thesz can be regerded as new, the rest faliing in the category of
expansions and modernizations of previously existing plants. On the other
end, between 1953 and 1957, the investment of an additional Lit. 57 billion
in 537 industrial plants included 337 new plants end only 202 expansions of
ones already existing. During the first neriod, only 33% of the amount ia-
vested was directed toward new plants, while during the second period the .n
portion incresased to almost 80%. Thus the charazcter of industrial invest wen
has been changing appreciebly with the bulk of the investments during the
first pericd being directed to the traditional southern industries of food
processing, whercas in the second period a substartial increase of invesirents
took place in the mechanical and chemical industries, with a total of.112
new plants, These developments on the southern rainland were paralleled by
those in Sicily, where Lit. 191 billion was invested in 789 new industrial
plants out of & totel of 3,068 industrial enterprises finenced. It is &also
significant to note that the average size of plant financed has risen from
Lit, 100 million to Lit. 300 million. Although this is still a modest figure
for an industrial enterprise, it is 2 significant indicator of direction.

LY

o=
n
v

31. The Cassa has also aided the industrialization of the South in a more
direct way. Of the estimated total industrial investment in the South of
Lit. 350 billion between 1951 and 1957, Lit. 225 billion were carried out with
the dlrect financial support of the Cassa and of the special industrial credit
institutes (JSVEIFER, IRFIS, CIS) which the Cassa assists. These institutes
were esteblished in 1952, thelr ‘capital being subscribed by the government,
the Cassa and such regional banks as the Bank of Sicily, the Bdnk of Faples
and the Bank of Sardinia. Their directors and menagements are in effect
appointed by the government. Thus both in ownership and administrative struc-
ture, but nct in operation, they bear a strong resemblance to the rest of the
Ttalian banking system. They raise funds by sales of bonds to the public

at an effective cost of 7.05% and meke loans primarily to private industrial-
ists at 5 to 6 percent. A government subsidy covers the cperating losses of
the institutes and no dividend is paid on the equity capital.
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scent study made ef the industrial plants financed through th
special industrial credit institutes prior to June 30, 1050,
28L new plants with an investment of Lit. 78 billion were in
51 new plants with an investment of Lit. 40 billion were
on, and 11 nev plants with an investment of Lit. 13 billiom
d to be started. These plants will provide roughly 20,000 jobs.
i1 add only approximately 11 to 12% to industrisl employment,
11 increase the value added by manufacturing by some 26%. This sug-
het the capital requirements per worker sre higher than originally
d and more investment will be required to eliminate undererployment
South. To some extent, this unfavorsble capital/employment ratio is
o higher productivity end incomes of these workers which spilis
t arger demand for manpower in the service industries.
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33 Also significent are the recent changes in the sources of funds for
in ialization. Vhereas prior to 1952, only one-third of the private
unds came from Morthern Italy and abroad, in recent years the
rigsen Yo two-thirds. This shift is rost important not only
ngs to the South the necessary capital but also modern tech-
nagerial ability, the spirit of enterprise, the research men-
whole complex of forces which have industrialized the North
and rade it prosperous and which in the South could at best have developed
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pontanecusly only very slowly. In this connection, the role of TERD loens
b spr01a7 industrial credit institutes through the Csssa, has teen vitzl.

se institutes were endowed with limited funds and have had to spread iaeir

s as widely as possible (speciel approval by the Committee of IMinisters
South is required for loans over Lit. 300 milliion and because of

end political pressurss this is difficult to secure) with the result
t of thelr loans are under Lit. 3C0 million each. They have thus

ied heevily on TERD funds to finance the large chermical, fertilizer,
anical and building materials plants which havm been sponscred in the
’th as branch plants by northern industrialists. A case in point is TRFIS
Sicily which has made a total of Lit. 48 billion in loans to 272 borrowers.
”ly suz of these borrowers have been the beneficiaries of IBRD loans, but
they account for more than 25% of the total amount lent by IRFIS. Uhile there
were other inducements and pressures to locate in the South and some priv
industrialists may heve responded to them, there is no reason to doubi tha
the money provided by IBRD both fortified and asccelerated the movement.
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3. During the past seven years, many fundamentel improvements have taken
place in the economy of the South, some of which may be attributed to Cassa
operations and others to the general growth of the Itelian econory. Agricul-
tural and industrial production have increzsed substantielly. Output of farm
products has incressed by some 42% from the 1949-52 average, or by about 5%
annually, which exceeds the national rate of growth during this period. In-
dustrial production also has risen by about 50%, or at roughly the high rate
of growth for the country as a whole. The rate of growth of sugar, cement
(to which TBRD projects have contributed) and paper production in the South
exceeded the national average and in the first two was more than double the
rational growth. In housing construction, consumption of electric power, and
in the use of feriilizers and tractors, the South also registered a higher
proportionate increase than the MNorth. Total income in the South grew ty 71%
as compared with 64% for the North. This is reflected in higher consumption;

for example, more radio and telephone subscriptions, higher expenditures for

I



nd more cars and roter scooters. All this has been brounh
ing private investiment by 138% and public Jnvestmeﬂu 106% in

24
corresponding retes for the North were 83% and 36%.

uﬁuutes Ttdly s ouustundwng econcomic problem. BeCGuae of the

i and privete investments as well as the general expansion
tivity employment has risen faster than the labor force has
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£rTu ircd with a high emigration rate have reduced registered unem-
e rent ts lowest postwar level of 1.6 million. In the South the labor
situation hag profited greatly from these developments as well as from the

continuing emigration and internal migration. The latter, particularly, hes

become important as job opportunities in tre North have expanded and it is
estimated that in recent years approximately 1.2 million persons have moved
there from the South. This combination of more jobs in the South, emigration
and internal migration have not only already ameliorated the unemployment

and underemplcyment problem of the South, but also hold out hopes of its
eventual solution.

36, In srite of Cassa operations, the per cepita investment in ihe Forth
has continued to be about 25% higher than in the South every year since 1950
znd & larger proportion of this investment was channeled into the more directly
productive pursuits than in the South where a good deal of investment went
into public works. DMoreover, the natural resources of the South are on the
whole poorer than those of the Morth with less favorable capital to outpu.
raetio. Because of these factors as well as the stimulation to the economy

of the North provided by the additional demand for invesiment and consumers
goods as & result of the accelerated develcpment in the South, the gsp in in-
come per head between the Worth and the South has probsbly not diminished.
Thus, while the Cassa's objective of raising living standards in the South

is plalnly succeeding, the objective of the Vanoni Flan to close the gep be-
tween the North and the South is not being fulfilled. This situation has
produced & clamor for stepving up investment in the South end resulted in

the adoption of a new policy measure in 1957 which requires that public indus~
trial enterprises devote a minimum of 40% of their total new investment to
projects in Southern Italy.

OUTLOOK

37, The preceding anzlysis of Cassa activities durlng the first seven
years and its goals for the remaining five years was made within the frame-
work of its Twelve-Year Program and total allocations of approximately $2
billion. This framework has now, however, teen greatly expanded by a law

of July 31, 1957, which extends the life of the Cassa for an additional three
years ~- until the mlddle 7f 1965 -- and increases appropriations by Lit. 760
billion (%1,216 miliion) The enactment of this law by the Italisn Parlia-
ment rellucts both the determination of the Itelian people and government to

zssa will néw receive Lit, 100 billion in 1958/59; Lit. 150 billion
n 19359/60; and Lit. 130 billion each yvear in the period 1960/61 - 196L4/65
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in the eccnemic development of the South and their faith in the

cercevere i
Cassa'szs ability to carry it out.
3. The n ‘

; ew law has been povularly referred to as the second steg
's operaticns. A detailed analysis of the law, however, reveca
s oy and large a continuation and intensification of the Cassa
tivitlies, with gomewnat greater emphasis on industrialization since
the pre-industrialization stage, if not yet complete, has at least been fully
out. Perhaps the best view of what may be accomplished under the ney
; might be obtained at this stage from the recent preliminary allocation
funds (see following table) made by the Committee of Ministers for the

-
of
1s
L
I3

The Twelve-Year Cassa Program and £1locations
Under the law of Julv 31, 1957

Twelve~Year Plan New Appronriztions Te+zl
Economic Sectors Amount I Amount % Amourt %
(billions (billions (billione (nillicns
of Lit.) of Lit.) of Lit.) of &)
Agriculture 887 69 250 33 1,137 1,819 55
Lerd reclamation (353) (27) (111) (15) (464,) (742) (23)
Reforestation (124) (10) (19) (2) (143) (229) (7)
Land reform = (280) (22) - - (280) (448) (13)
Private lang
improvemsnt (130) (10) (120) (16) (250) (400) (12)
Transport 190 15 45 6 235 376 12
Roeds (115) (9) (45) ()  (160)  (256) (8)
Railways (75) (6) - - (75) (120) ()
Lgueducts and sewers 178 1/ 140 18 318 509 16
Teurisn 25 2 - - 25 40 1
Industrialization - - 300 40 300 480 15
Training of tech-
nicians, voca-
ticnal schools
and training of
speecsszilzed per-
scnnel - - __25 3 25 40 1
Totzl 11,280 100 760 100 2,040 3,264 100
39. Uniike the earlier program, allocations to agriculture amount to only

one-third. lNevertheless, it remsins an important claimant. Within agriculture
Lit. 89 billion is earmarked for irrigation and is fully justified in the

light of the highly productive character of this investment. The several
irrigation projects within the Cassa program studied and later financed by

the Bank were all highly productive. Likewise, Sir Herbert Stewart's review
of Ttalian agriculture (Annex T to FA-7la) concluded that further investments
in Irrigaticn were worthwhile. The sums set aside for subsidies for private
lend improvements and agricultural credit may also be expected to give a sat-
isfactory account of themselves since the real test of the velue of the agri-
cultural program will be in the extent and degree to which it manages to induce
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: scale private land improvements with resulting increases in productivity
nd output. The allocation te reforestation, with its relatively low produc-—
ity, 1s small end is the result of politicel pressures to aid the mountain-

ns which crowd tie southern landsczpe. Iy and large,’ the allocaticns
1
4

cb- (o fed
Y

<

[

o]

zh degree of economic gophistication in the commitment of public

s be agriculture of the South and if effectively implemented, they
uld produce sound results. o doubt the general improvement in the over-
econoric conditions of the South made possible this type of concentration
of efforts, but it also reflects a determination to support long-range pro-
dvctive cobjectives as against immediate benefits from work-relief.

ot
1

b o

oo
¢
3
O

40. The road sector continues to be importent in the éxtended program.
Host of the funds are to be spent on surfacing existing roads, for the con-
struction of regional and interregional heavy traffic highways, and for
connections with farm-to-market roads as well as for roads adding to the
erficiency of the existing provincial and communal networks. Road traffic
has been increasing in the South and with continued emphasis on rapid eco-
nemic develoovment, additional highway construction is probably justified on
the grounds that it should help agriculture, industry and tourism. Although
on the basis of available information it is impossible to properly evaluate
these investments, it appears that most of the funds in this sector have been
earmarked for economically desirable purposes.

41, Fven more difficult to evaluete is the large zllocation for aquedurts
and sewers which is intended for the completion of water mains lezding int.-
consumption centers and for internal distribution networks. unds to comviete
the system are essential if the goal of bringing poteble water to most of ths
population in the South is to be reached. Although these public works will
reduce the price of water to the consumers, the entire undertaking must be
Judged primerily in terms of public heelth end social benefits, rather than
economic criteria.

L2. The new allocstion for training technicians and building vocational

schools is extremely important. The experience of the past seven years has
amply demonstreted that in the midst of a large pool of unemployment and under-
employment, the South suffers from a severe shortege of all types of skilled

workers. However, it will be necessary to proceed most cautiously in this
field because of the dearth of competent instructors. The Cassa management

is fully aware of this problem end it is reasonable to expect thst it will
resist zny substantial weste of funds asllocated to this purpose.

43. In terms of its long-run significance to the economic development of
Southern Italy, the allocation of funds for industrizlizetion is by far the
most important aspect of the new law. The Cassa is now empowered to induce
industrial development by heavily subsidizing it in three ways. It has allo-
cated some Lit. 90 billion ($144 million) to pay & subsidy of 23% per annum
towards the interest on the bonds to be issued bg the special financial insti-
tutes: for the purpose of getting funds to lend. 1/ It has also allocated

Lit. 17C billion ($272 million) for subsidies for buildings and machinery

1/ See paragreph 31.



cated 3 q tevms with o population of 70,000 er wnder, Tl
to ¢0% of the cost c>~ buildings end 10% eof the cost of

tions, Lastly, some Lit, 4O billion ($&L million) are
sidizati@n ol other costs in creating additional industrial
now'exist in Catania in Sicily or in Naples on the mainland, T
cted to meet up te 507 of such costs as the purchase of sites,

Lisn of water supplies and sewers, constructiecn of reads, sidings,

ission 11333, and the like, Although different in the areas te be applied,
1-Qu two provisiens are very similar in nature, The first is intended to offs
the advantages that industry will receive by lecating in the larger pODleLlOD
centers designated as industrial areas and thereby render the smeller towns
equally atiractive,
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il Funds available in this way ere quite substantial since the bend interest
sub31dy 7000, if used fully, could support a total industrial investment ef
proximately $750 million, which is about three times the current annual rate
industrial investment in the South, Since, however,these subsidies are ex-
ted to last until 1965, they seem to be quite realistic, Ne crash industri-
ization program is.likely to be undertaken in the immediate ;uturc for a
umber of considerations. To begin with, any greatly increased resort to the
vailan cepital market would cause a severe strain on it and it is reasonable
to exvect that the Capital Issues Committee would preclude such a develovment.
Even more limiting, however, is the social and technical absorptive capacity
for indusiry in the South. The shortage of technically trained and skilled
labo-, the absence of properly prepared projects and the limited entreprenevriz
! uS, will all militate ageinst an unrestrained application of the indus*vi-
“ion policy,
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L5, ince the establishment of the three special regional institutions for
the ‘ing of industry -- ISVEIMER for the southern mainland, IRFIS for

Sici d CIS for Sardinia in 1952 =~ the Cassa's role in progranﬁlng aﬁd

fin :ndust“y in the South has been subordinated to that of the institutes,
The iavw geems to maintain the policy of leaving the active DrOWOtTOPQl

fun teo the institutes, except that it gives the Cassa a new task of subsi~
aizing reation of industrial zenes in the larger centers and o7 granting
direct subsidies to industrial plants in small tewms, The successful dlsbharsc
of the additional functions will require a substantial strengthening of the
industrial section of the Cassa and of the institutes, The formation in 1957 of

IS4AP 1/ to promote the industrialization of the Socuth by encouraging Italian andg

foreign private investors was a promising step, but thus far it has very little
to show in the way of practical results,

L6, The current situatien presents both an opportuplty and a challenge to
the Cassa., While there are now in existence only limited facilities for
carrying out on a private basis an industrial program of such magnitude, the

i/ I.S.A,P, was formed by IMI, Banca Nazisnale del Lavoro, Banca di Nepoli,
Mediobanca, and Banca di Sicilia,



- 18 =
aures to prOAeeQ with it will be verv greet. The Cassa has once before
‘ ated its apbility to pe with s“ch pressures but in a country like
v wihere the line of demarcztion is Wuch fainter than elsewhere between
¢ emi-public and public industry, there is always a dangcr that
izlization in the South will become much more of a state affair than
in the Nerth. A sign in this direction is the previously mentioned
pted last year which requires that a minimum of L0% of &1} new
0 in state indusirial enterprises take place in Southern Italy.
as a political end social decision and its underlying economic sound-
iz open to serious gquestioning. While the industrislizaticn of the South
s rach more sense todey than it did in 1950 when widespread overcepaci
acterized much of northern industry, an indiscriminate forced industrial-
ion of the South may prove costly to the Jtalian economy. To the extent
- 2 materjals, actual and prospective markets, a favorable manpower
n end other such inducements exist, the location of industrial plants
vth is fully justified but there are still numerous instances where
urther industrial expansion of the North would te more economical. At this
stage it can only be hoped thet in the zeal to industrialize the South, the
costs of alternative plent location will be adequately weighed and serious
errors will be minimized.
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CONCLLZT "3
47 During the seven years of its cperations the Cassa has given a satic-
factory = nt of itself. It has formilated & developwent program, which
zlthough
and politi
able porti

¥
C

zr from verfect, may be regarded as ouwte sound given the regional
cal p'essures to which it has been constantly subjectzsd. 4 size-

on or the program, part:cularly the irrigation part, is of a high

T y. The Cassa hes also been implementing the program reasonably
well. The ¢ts have beer on the whole scrutinized carefully and the dili-
gence exerci in awarding contracts has resulted in large ssvings of public
funds. Work progress during the past seven years has been satisfactory znd

the goels of the Twelve-Year Plan are likely to be achieved on time or with
relatively slight delays. In the context of Italien public works history,

45

the Czzsa is an extraordinary agency in more than one sense.

48, The recent extension of the life of the Csssa from twelve to fifteen
years and the shift in the center of gravity from agriculture to industry
present a new challenge to the Cassa. There will be fewer public works to
be constructed directly by the Cassa and more and more the Cassa will have
to induce others to invest. In the past, as 1s exemplified both by private
land transformetions and by industrial enterprises, this has been by far the
ore complex task. However, the Csssa has already acquired some useful exper-

ence in this field which it may be expected to utilize to full advantage.
The task now confronting the Cassa is by no means simple and the manner in
which it is handled will determine for meny vezrs to come the success and
character of the industrializetion of the South.

49. On the whole the Cassa's mandate to accelerate the economic develop-
rmentc of Souvnern Ttely is being diligently discharged. Both sz the result
of’ the Cassa's direct intervention, as well as by the stimulus which it has

provided to priveate and public initiatives, the economic situstion of the
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as roved and the economic climate has acquired a degree of dyn
:ly absent. Private and public investment have doubled, output an
isen in agriculture and industry at rates equal or greater
for the country as a whole, and the standard of living has been i
Host

and



Table 7

Income Produced bv the Various Econamic Sectors

in the MNorth and the South

(millions of Lit.)

Geographic
Break-

Sectors dowm 1652 1953 195/, 19055 1955
Zpriculture and North 1,464,400 1,528,698 1,549,867 1,741,391 1,659,520
Torestry South 656,600 852,292 857,133 820,609 884,040

Ttaly 2,121,000 2,381,000 2,407,000 2,562,000 2,544,000
Fishing North 8,847 8,898 10,028 10,982 11,421

South 12,153 12,102 12,972 13,018 15,579

Ttaly 21,000 21,000 23,000 24,000 27,000
Building North 72,598 9,025 108,675 128,285 169,792

South 25,402 28,975 29,325 33,712 41,208

Ttaly 98,000 125,000 138,000 162,000 211,000
Industry, commerce, North 4,158,224 4,555,399 5,042,466 5,557,853 6,208,507
credit, insurance  South 636,776 762,601 834,524 928,147 1,024,153
and transgort Italy 4,795,000 5,315,000 5,877,000 6,486,000 7,233,020
Profeszions, in-  Worth 296,839 316,435 356,939 363,994 395,753
dustrizl and South 65,161 75,515 87,061 92,006 7,207
domestic services Italy 362,0C0 392,000 44,4, ,000 456,000 494,000
Public adminis- Morth 602,556 656,267 751,729 823,354 912,636
tration Scuth 282,407 304,733 334,271 392,646 419,314

Ttaly 835,000 961,000 1,086,000 1,216,000 1,332,CC0
Total income of North 6,603,506 7,161,782 7,819,705 8,625,863 9,359,419
the private and South 1,678,49, 2,036,218 2,155,295 2,280,137 2,481,551
public sectors Italy 8,282,000 9,198,000 9,575,000 10,906,000 11,841,000
Total income of North 6,151,081 6,635,241 7,222,506 7,939,631 §,59%,140
the private and South 1,505,919 1,831,759 1,931,404 2,014,359 2,193,880
public sectors net Italy 7,657,000 8,467,000 9,154,000 9,954,000 16,750,000

of duplication



Table 2

Income Produced. Pomulstiorn and Income Per Capita
in_the North and the Seuth

Geographic
Break-

Sectors dowm 1952 1953 1954 1955
Total income of North 6,385,368 6,915,920 7,315,608 &,097,017
e private and South 1,556,632 1,884,080 1,956,392 2 055,0q 2
public sectors, Itely 7,942,000 8,800,000 9,272,000 10,153,000 10,
net of duplications
(iilliors of Lit)

Same as above (in  North 8C. 40 78.59 78.90 79.75
percent of %total)  South 19.60 21.41 21,10 20,25
Italy 100.00 100.00 100,00 100,00
Resident popula- North 29,592 29,743 29,880 29,9756
tion at mid-year South 17,748 17,823 17,920 18,040
{(ir 7000 units) taly 4745340 47,566 47,800 48,016
Same as abo ( in  North 62.51 62.53 62.51 62,43
vercent of totzl)  South 37.49 37.47 37,49 37.57
ITtaly 106,80 1iC0.00 100,00 100,00

Income produced North 215,780 232,523 244,833 270,117
ver inkabitant South 87,707 105,711 109,174 113,968
(nillicns of Lit) Ttaly 167,765 185,002 193,975 211,450

Same as above -~ North 128,7 125.5 126,2 127.7
average for Italy South 52.3 57.1 56.3 53.9
Italy 100,0 100.0 100.0 100.0



Tebie 3

Distribution of Sawvings Between
Northern and Southern Italv

Geographic
Break-
ectors down 1952 1953 1954 1955 1955

n

Total savirgs in North 683.65/, 626,419 354,141 403,747 471,086
baniks and post of- South 123,999 139,872 90,532 83,4774 c,,5~o
fice (milliors of IsY) Italy 807,663 766,291 444,673 487,221 554,6

Seme as zbove- North 84,.65 81,75 79,64, 82.86 24,9,
% breakdown South 15.25 18.2 20.36 17.14 15,06
Ttaly 100.00 100.00 100,00 100.00 100.00
Total income pro- North 6,151,081 6,635,241 7,222,59 7,939,631 8,596,140
duced~{riillions South 1,505,919 1,831,759 1,931,404 2,014,3%9 2,193,860
of Lit.) Italy 7,657,000 8,467,000 9,154,000 9,954,000 10,790,000
Irndex of propen— North 111.1 Gl 2. 4£9.0 50.9 54.3
“ﬂty to save (Sav— South 82,3 76,4 46.9 Ll.4 35.1
ngs over 1000 Lit, Italy 105.5 90.5 48.6 43.S 51.2

of income produced)



Table 4

Percerntage Breakdown of Income in
Northern and Southern Italvw

Sectors 1952 1953 1954 1955 19356

torthern Italy
sgriculture and Forestry 22.2 21.3 19.8 20.2 17.7
Industry, commerce, credit
and transport 63.0 63.6 64.5 6/is 5 66.3
Public administration 9.1 9.2 9.6 9.5 9.8
Other sectors 547 5.9 6.1 5.9 6.2

Total 100.0 100.0 100.0 100.0 160.0

Southern Italy

Lgriculture and Forestry 39.1 £1.9 3%.8 36.0 35.6
Incustry, commerce, credit,
and transport 37.9 37.5 38.7 0.7 41.3
Public administration 16.8 15.0 15.5 17.2 16.9
Other sectors 6,2 5.6 6.0 6.1 6.2
Total 100.0 106.0 100.0 100.0 100.0
Jialy
fgriculture end Forestry 25.6 25.9 4.1 23.5 21.5
Incustry, comnerce, credit, :
and transport 57. 57.8 58.9 59.5 6£1.1
Public administration 10.7 10.24 10.9 11.1 11.2
Other sectors 5.8 5.9 6.1 5.9 6.2
Total 100.0 100.0 100.0 10C.0 100.0



Table 5_

Consumption of ITtems other than Toodstuifs,
Percentese Distributicr between North and South

Geographic

Sectors Breakdown 1951 3952 1953 _1954 1955 _1956
Redio subscriptions North 79,42 T8.85 TB.02 T6.67 75.88 76,13
South 20.58 21.15 21.98 23.33 24.12 23.52
Exrenditures on tobacco North 73,02 72,84 72,64 72.26 72,20 72.05
South 26,98 27.16 27.36 27.74, 27.80 27.95
Exrvenditures on énter- North 80,81 79.96 79.58 77.73 76.85 76,67
tairment South 19,18 20.04 20,42 22,27 22.12 23.33
Consumption of electricity North 30,27 80.52 80,47 79,85 T79.4L T9.42
for lighting South 19.73 19.48 19.53 20,15 20.56 2C.58
Subscriptions to Readers! North £6.49 22.54 £2.23 81,55 79.63 79.72
Digest South 13.51 17.46 17.77 18.45 20.37 2¢.2%
Index of motorization Worth 85.97 ©5.82 85.21 82,14 81.77 gb.52
{rotor scoolers, motor- South 14.03 14.18 14,79 17.86 18.22 19.0%

cycles, autcmobiles)
Lverage of above six North 81.00 80,16 79.69 78.59 77.54 77..4

indexes South 18.00 19.84 20,31 21.41 22,36 22.51



Tabhle 6

P-roentare Breakdown betusen North and South of Income Produced

by the Varioug

Teononric Sectors

Geographic

Sectors Breakdowm 1952 1953 1954 1955 1956
Lgriculture and Forestry North 69,04 64,21 64,39 67,97 65,25
South 30,96 35,79 35,61 32,03 34,775
Fishing North 42,13 42437 43,60 4L5.76 42,30
South 57.87 57,63 56.40 5424 » 70
Building North 74,08 76.82 78.75 79.19 80,27
South 25,92 23,18 21,25 20,81 19.53
Industry, comserce, North 86,72 85,66 85,80 £5.,69 25.84
credit, insurance and South 13.28 14.34 14.20 14,51 14.16

transport
Procfessions, industrial North 82.00 80.73 80,40 79.E2 80.32
and domestic services South 13.00 18,27 19.€0 20,18 19.83
Public administration North 63,09  68.29  69.22 7.7. £%.52
South 31.91 31.71 30.78 32.29 21,45
Tctal income of the North 80.33 78.37 78,90 79.76 79,67
private and vublic sectors  South 19.€7 21.63 21,10 20.24 20.33

net of dupiications



Table 7

Economic Growth of the North ard Sguth

195455

Geographical (1950=1.00)
Economic indicator Breakdowun 1954 1955 1955
1- Per capita gross incomel/ Horth 136.5 149.2  159.3
South 143.17 150.6 163.6
2- Per capita investment North 149.8  166.2  182.5
Scuth 189.6  209.8  222.1
3- Per capita food consumed (in kgs. North 115.1  118.3  130.2
of meat) South 22,6 122.6  138.7
4~ Fer capita consumption other than North 149.2  156.2 -
food South 159.9  177.7 -
5- Per capite gross agriculturezl Morth 1/ 11461 -
ocutnut South 1/ 120.8 -
6- Per capita consurmption of elec- Horth 142.3  153.5 -
tricity for industrial uses Scuth 150.7  156.6 -
7- Per cepite rooms buili North 25,7 294.5 317°.6
South 300.0 358.5 4C0.0
8- Shiprents of merchandise (in Horth 131.5  148.1 -
tons per 1,000 inhabitsnuts) South 136.4  142.4 -
- “unicmobile registraticn {number North 144..3 154..1 162.3
per 1,000 inhabitents) South 154.5 16%.2  151.8
0- Per capita monetary savings doruh 191.6 216.3 -
Scuth 183.2  201.1 -
Average of indices 2 to 10 aboveg/ North 158.8  175.9
South 174.6  192.1

2/

In order to reduce the effects of annual variations in harvests, the

average for 1950/52 is compared with 1953/55 and is revorted under 1955,
If item 5 is included the index for 1955
becomer North 169.0; South 184.2.

This average excludes item 5.



Takble

e 8

snnval Veriastions Between Ucrih _and South

Geographical Annual_percentace cheng
Feonemic indicator Breskdown _ 1950/51 1954 [2 1955/56
1~ Per carita gross incoms North 15.4 9.2 5.5
South 16.2 5.3 g.6
2~ Per capita investrent North 19.5 11.0 g.2
South 25.5 10.6 5.9
3~ Per capita fcood consumed (in Yorth - 2. 2.8 1C.1
xgs. of meat) South - 6.5 0.0 13.2
AL~ Per cepita consumption other North 12.9 L7 7
tren food Soutk 7.8 111 A
5- Per cepita gross agricultural Morth - ~ -
ocutpub South - ~ -
G- Per capite consumption of elec~ North 24,41 7.5 ?
tricity for industrial uses South 19.3 3.9 ?
7~ Per cezpita rooms built Morth 31.5 19.9 <
South 29.3 19.5 11.5
8- Shipmente of merchendise (in Horth 16.3 12.5 7
tons per 1,000 inhabitents) South 23.4 Lty ?
9- hutomozils registraticn (nurker Yorth 9.8 £.3 5.3
per 1,000 inhsbitants) South 9.1 2.8 8.1
10- Per capita monetary szvirgs Horth 16.2 12.2 ?
South 125 9.8 7
Algebraic average of chenges in North 16.0 9.8 7
items 2 %0 .10 (excludirg 5) South 1504 8.5 7
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Table

ativa Beonomic Distance Retiween MNorth and South

Decrease (—

) or

South as increase (*) with
percentage of lNorih respect to 1950
Feoncnie indicator 1950 1954 1955 1956 1954 1955 1946
1- Per capita gross L2.7  LLJ7T  4A3.1 0 43.8 - 2.0 = 0.4 - 1.1
incore
2- Per cepite investment 43.2  54.7  54.5 52.6 ~11.5 —41.3 - 9.4
3- Per capita focd con- 49.2  52.. 51,0 52.4 =~3.2 - 1.8 = 3.2
sumed (in kgs. of
meat)
4~ Per capita consumption 31.5 33.86 35.9 7 = 2.3 = L -
other than food
2
5~ Per capite gross agri- 79.21/ - 83“9—/ ? - - 4.7 -
cultural output
6- Per capita consumption 19.4 20.5 19.8 - =1.1 = 0. -
of electricity for
industrisl uses
7~ Per capita rocms built 32.3 39.4 39,3 41.3 - 7.1 ~-7.0 - 9.0
§- Shipments of merchen- 64.9 67.3 62.4 - = 2.4 2.5 -
dize (in tons per
1,000 inhabitents )3/
O- Automcbile registra- 3661 38.6  39.4 404 - 2.5 - 3.3 = 4.3
ticn (nurber per
1,000 inhabitants)
10~ Per capita monetary L5 4L2.5 L1.4 - 4+ 2,0 * 3.1 -
savings
. 5/
Arithmetic average, L/ 6/ 5/
of items 2 to 10™ AO 1= 47 .57 - 3.6 - 3.0

Calculated on the aversge

for 1950/52.

Calculated on the average for 1953/55.
Yerchandise shipped by rail and by sea.
Excluding item 5 in 1950 and 1954.

Relative figure to all items 2 to 10.

Exciuding item 5 in order to meke it comparable with 1954.

<



