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BASIC DATA

Population (1956) - 48.3 million

Area - 120,000 square miles

Gross National Product, 1956 estimate - 14,000 billion lire
('s22 billion equivalent)

% of G.N.P. (1956)
Gross Investment,

Financed by: Domestic Savings 21

External Resources 1-

Total 224

Exports of Goods and Services 14

Government Current Expenditure e

Money Supply 32

Per Capita G.N.P. (1956) - 290,000 Lit. (,460 equivalent)

1956 Balance of Payments (In millions of dollars equivalent)

Total exports f.o.b. 2,090

Total imports f.o.b. 2,810
Balance of Trade -720

Tourism, net 210

Emigrant remittances 150
Other net services 190 550

Balance on Current Account -170

Military receipts 130
U.S. aid 30
Net inflow of capital 120 280

Increase in Foreign Exchange Reserves 110

Public External Debt, December 31, 1956 Million i, Equivalent

Dollar 569

Swiss francs 95

Other 217

Total 881

Foreign Exchange Reserves, December 31, 1956

Gold and convertible currencies 1,150

Other foreign exchange 150

Total 1,300
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I

THE SETTII-G

A. The Land and Its Peonle

1. Compared to some other European countries, Italy is poor in natural
resources. While her population is greater, her total area is a little more
than half of France; and of this, one-third is mountains, another third is
hills. Until recently it was believed she almost totally lacked mineral
resources. She imports nearly all the coal, iron ore, copper and alumina
she uses. Since the second World War, however, she has found and begun to
develop important reserves of natural gas and petroleum.

2. The Apennine IMlountains bisect the country, north and south and east
and west (as the map in the Appendix shows). The only places where land
transport is easy are the Po Valley and along the Adriatic Coast south from
Foggia. Elsewhere mountains and hills cut up the country.

3. North of the Apennines, Italy has a continental climate with rainfall
in spring and summier. The climate, together with a soil responsive to ferti-
lizers\ and with over half of the total plains land of the countiy in the Po
Valley, has made this the foremost agricultural region.

4. The center and south of Italy have a M,editerranean climate with the
rain in winter. Over the centuries deforestation, though not so ruthless
as in some other Mediterranean countries, has allowed the soil to wash off
the hills and mouintains out to sea or to silt river mouths into swamps -
malarial until recent years. The deforestation and malaria are in large
part responsible for the great contrast between the depressed south of
recent times and the flourishing ancient Greek civilization in the same
area. Large parts of the south have clay soils - as much as three-quarters
of Sicily. Fere clay means poverty. The area of clay soils since Roman
times has coincided closely with that of the area of the "latifondo"' - the
traditionally backward great estate growing wheat or devoted to primitive
pasture or hunting preserves. Where the soil is volcanic in origin - Naples
or Darts of Sicily - a variety of crops flourish - tree crops and fodder.

5. The position of Italy at the center of the Mediterranean has meant
that its economic importance has been closely linked with the importance
of the Mediterranean in the world economy. In the late middle ages, the
cities of Northern Italy - Venice, Genoa, Florence - were leading commer-
cial and financial centers and among the most prosperous and powerful
states in Europe. The discovery of the New World and of the route to the
East around Africa, the Turkish conquests in the eastern Mediterranean and
the rise of national states in Western Europe ended the commercial and
financial primacy of Italy. Northern Italy and Tuscany turned their ener-
gies to land reclamation and farming, becoming over the centuries one of
the most prosperous farming areas in Europe. The opening of the Suez
Canal in 1869 put Italy once more on a great world trade route and made
it possible for her again to become a great maritime power.

6. Their long history has inculcated in Italians an impressive physi-
cal endurance and resilience in the face of disaster. It was this which



made the rapid reconstruction of Italy possible after World War II when
she had been a battlefield from end to end.

7. For centuries there has been a great difference between North Italy
and the South. Southern Italy and Sicily were not notably behind the rest
of Italy when in 1266 they came under unenlightened foreign rule that,
under a succession of ruling houses, persisted for 600 years. The South
scarcely participated in the Renaissance of the 15th Century and fell
behind the North. The gap persists to this day; per capita income in
the South is still under a half of that in the North.

B. Recent Economic History

8. On completion of unification of Italy in 1870 the government embarked
on a vast program of building railroads and public works to give economic
unity to the peninsula. At the same time, German, Austrian and Swiss
financial interests founded new banks in Northern Italy, such as the Banca
Commerciale Italiana and the Credito Italiano which devoted themselves to
financing industry in the North to take advantage of the new national marliet
which had opened up with political unity and the new railroads and roads.
The South, as it still largely is, remained the preserve of the Banco di
Napoli and the Banco di Sicilia, both set up in pre-capitalistic times as
foundations without stockholders and without the profit-seeking drive of
the new northern banks.

9. There were also other reasons why the new manufacturing industries
grew up in the North: water-power, then the most important source of
energy, was most available here. The principal nanufactures growing up
were silk, cotton and wool textiles based on the skilled artisans who had
been in these trades for centuries. The Alpine forests were used for char-
coal for the first metal-using industries exploiting the modest mineral
resources available. The prosperous agriculture of the Po Valley provided
an easy market close at hand. The NTorth had had the benefit also of the
French Revclution, which swept away most of the remnants of the feudal
restrictions and infused new enterprising people into the upper social
strata.

10. WArhat little nuclei of southern industry had begun to exist, perished
when the high tariff walls which had protected them came down with unifica-
tion and the new machine-made products of Western Europe and the North
poured in. Toward the close of the nineteenth century, tariff walls were
raised around Italy and heightened in the following decades. But this was
now for the benefit of the northern industries while it raised costs for
southern agriculture and consumers and reduced the real income of the South.
In addition, with the national government for long under the control of
northern interests, the South tended to be neglected. Roads, railways,
telecommunications and schools were allowed to lag behind and so produc-
tivity and incomes in the South remained low.

11. In the last two decades of the nineteenth century, Italians in large
numbers began to leave home - by the outbreak of the first World liar over
4 million had emigrated permanently. In the inter-war years, emigration
totaled 1-1/2 million. Since World War II the yearly rate increased again



and by the end of 1956S another 1-1/2 million had emigrated. In 1955 and
1956 net emigration exceeded half of the total annual natural increase in
population of around 400,000. About two-thirds of the emigration goes
across the oceans and the remainder to lestern Europe. Since World War II,
Argentina, France, Belgium, the United States, Canada and Australia have
been the main recipient countries. During the last 50 years the bulk of
the emigrants have been from the South; currently about three-quarters
come from there. Emigration from the North, mostly to Western Europe,
has been offset by the internal migration of Southerners to the North
and, in the last five years, has been more than offset.

12. The birth rate for Italy as a whole has been halved in the last SO
years, dropping to the rate of 17.7 per 1,000 inhabitants in 1955 and 1956.
The death rate has also decreased along with this to 9-10 per 1,000 and the
rate of natural increase of population in the last 50 years has dropped from
12.6 per 1,000 to around 8. But the drop in the rate of increase has been
primarily in the North. W!hile the death rate has decreased throughout tLe
country, the birth rate has gone down much more rapidly in the North, drop-
ping from 31 per 1,000 just before World W^,ar I to under 15 now, while in
the South it has dropped from 34 to only around 25. The "scissors" in the
South between births and deaths continued to open until the late twenties
and so far there has been no clear indication of their closing.

13. According to the most recent population forecasts, however, with
the death rate not likely to decrease appreciably further and the birth
rate contiruing to go down, the rate of population increase should drop
to about 3 per 1,000 by 1965 - that is, the population would be almost
stable, even without further emigration, at around 51 million.

14. Italy has become an industrial nation in this century. Around 1900,
agriculture produced arouLnd 40% of net national product and industry (manu-
facturing, public utilities, construction) produced just over 20%; each of
the two produced about one-third in the thirties; by 1955, the share of
agriculture had fallen to one-quarter and industry had risen to over 40%.

15. In the period 1900-1912, Italy had a high rate of economic growth
with GNP rising at 5% per annum. In the inter-war period with slow growth
abroad and capital used in colonial adventures, GNP grew at about 1% per
year. The destruction and disruption caused by the secord World War were
made good by 1950 and since then real GSP has grown again at about 5% per
year.
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II

STRUCTURE OF ECO-NOMY

A. General

16. The accompanying chart gives the broad outlines of the structure of
the natioral product ancl broad uses to which it is put in the economy. From
the product side, it is evident that Italy is relatively highly industrialized
but the agricultural sector is also important. The mineral base is poor as
is shown by the tiny 1% contribution of mining to GN\P. The balance between
manufacturing and agriculture is a reason why imports of goods and services
are only 14% of GNP - a fairly low ratio for a Western European economy.

17. On the uses side, public consumption is lower than in most Western
European countries, while gross investment at 22j2- of GINP is somewhat higher.
Import of capital at 11% of GNP finances about 7% of gross investment - a
significant but not very large contribution.

B. Geomraohical Distribution

18. The next chapter will discuss more fully the problem of Couth Italy.
Hlere it is intended merely to give a brief picture of the geographical
differences in the economy. The map in the back of the report showing the
railway network in the country gives a graphic indication of how th:e Niorth,
and particularly Northern Italy, is far more developed than the South. The
following table brings out some of the salient characteristics of the retar-
dation of the South.

South as % of North

Total South

Population, 1 January 1955 60%
Agricultural and forest area 74%
Regional income 27%

Per Head

Number of workers in industry, 1951 34%
Horse-power installed in industry 20%
Industrial production, 1954 28%
Electric power produced 27%

Number of workers in agriculture, 1952 112%
Gross Agricultural product, 1954 92%

Bank deposits, 1954 25%

Public Investment, 1954 102%
Private Investment, 1954 31%

Per Capita income 45%
Natural rate of growth of population 320%
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C. Ownership

19. The economy is a mixed govermaent-private one without a clear-cut
line of division between the two. Even in individual state-controlled
enterprises in most cases there is some private investment. In the basic
services, the state owns the railways, the airLines, the highways, the
radio and T.X. network. The state, through I.R.I. (Istituto per la
Ricostruzione Industriale) owns companies providing one-quarter of the
electric power and 60% of the telephone service.

20. In firiance, public enterprises are dominant. The degree of
government control exercised varies from very little in the commercial
banks to a great deal in institutions like Medio-Credito which owe their
birth to the State. The State, through I.R.I., owns the three largest
commercial banks (Banca Conmnerciale italiana, Credito Italiano and Banco
di Roma). It controls the Banco di Sicilia and the Banco di NTapoli, which
have no share-holders and do the bulk of banking in the South, and the Baaca
Fazionale del Lavoro, a large commercial bank which has special responsibili-
ties in the financing of hotels, tourism, cooperatives ard motion pictures.
In the provision of medium and long-term loan capital the most important or-
ganization is I.Y.I. (Istituto Mobiliare Italiano), also government-created.
There are a number of other publicly-owned enterprises also in this sect'or,
including 1.edio-Banca, which is owned by the I.R.I. three commercial banks,
and Vedio-Credito, a new institute set ulp to supply funds by rediscoint to
the network cf new regional institutes, which were organized by the banks
in the North and by the governmrient in t2'e South to lend to small and medium
business.

21. Since the market for shares and non-governmental bonds is not well
developed in Italy with only a comparatively small number of well-known
companies such as FIAT, iYontecatini, Edison, able to rely on this source
for funds, other enterprises must mainly depend on self-financing and, the
public financial institutions for investment capital. The large companies
which do have the ability to raise capital from the public are tempted to
spread their activities into many fields - all of those named, for exanple,
are nowi interested in expanding into atomic power.

22. In industry, I.R.I. enterprises produce half of the iron and steel
output of Italy; I.R.I. concerns produce over 12% of the total output in
the mechanical sector but have 70% of the shipbuilding output and, in par-
ticular areas - Naples, Venice and Genoa - employ over half the workers in
the mechanical sector. I.R;.I. owns 15% of the tonnage of the Italian ship-
ping fleet but two-thirds of the passenger and passenger-cargo ships.

23. In minerals, the government-owned E.N.I. (Ente Nazionale Idrocarburi)
produces and distributes almost all of the Italian natural gas which now
satisfies almost 15% of total energy requirements. E.N.I. owns or partici-
pates (with Standard Oil of New Jersey and British Petroleum) in the owner-
ship of oil refineries having over one-fourth of the refining capacity of
Italy. It is building a synthetic rubber plant which will meet the whole
of Italiarn requirements. An I.R.I. subsidiary is responsible for mercury
productiorn in which Italy with Spain has a near-monopoly in the world.
The small coal output is also produced by a government-owned enterprise
and, in fact, would probably not be produced at all if the governmfent were
not willing to bear the losses.
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24. In most cases, the government enterprises function in practice as
though they were privately-owned enterprises, pay the usual taxes and work
for a profit. E.M.I. has been very profitable and has developed its sec-
tor very rapidly from ploughing back profits. The I.R.I. enterprises also
run at a profit except for some in the mechanical sector which have not yet
been able to complete their conversion from the impress of the prewar
Autarchic period and the war.

25. The state-owned enterprises have shown an awareness of political
necessities in their employment policies - though it would be difficult
to demonstrate that they have done so more than the large privately-owned
concerns such as FIAT. There is some indication that the I.R.I. companies
have felt inhibited in pursuing expansionist policies because they w.ere
state-owned but E.N.I. is the outstanding example of aggressive expansion
in postwar Italy.

26. It is far from certain whether the state-owned enterprises in
industry and finance, which were taken over intact with their managements,
will be able to function economically as the personnel who were tr&ined
in a private-enterprise environment pass away. In the financing of the
I.R.I. enterprises through government-guaranteed bonds, investors are
given the option of conversion into shares. Over the years there has
been an appreciable growth of the direct private interest in some of the
I.R.I. companies and ultimately they might become privately-controll ~d.
The government policy is to encourage this. The chances are, however,
that if this process continues it will still be a veryr long time before
investors sufficiently acquire the habit of investment in shares to com-
plete this transition.

27. In the meantime, a new Ministry of State Participations has been
created to watch over these investments of the State. This Ministry
should facilitate securing the cooperation of the enterprises in carrying
out national plans like the Vanoni Plan and the development of the South
but the new 14inistry may also imperil the salutary neglect which has helped
the enterprises to maintain their economic autonomy.

D. Agriculture

28. In Annex I, a more detailed analysis of agriculture is presented;
here, only a few high points will be discussed.

29. The distribution of the labor force and the net product produced
by major sectors in 1955 was, as follows:

Sector Labor Force Met Product

Agriculture 38$ 23%

Industry 33% 40%

Other 29% 37%

Total 100% 100%



30. These figures indicate the relative backwardness of agriculture
compared to the rest of the economy. The proportion of total labor
employed in agriculture has been falling since at least 1900 but the
absolute number continued to increase up to the twernties. In 1931,
agriculture still employed more than half of the total labor force.
Since 1931, total employment in agriculture has been falling both
absolut'ely and proportionately to the total. From 1931 to 1951 the
total active population in agriculture fell from 9.7 million to 8.1
million. The Southern Italian agricultural population continued to
increase but this was more than offset by the North and the islands.
By the beginning of the first World War, 30% of the labor force was
already in industry. (The present 33% is roughly comparable with the
36% figure in the United States.) The "other" activities - mainly
private and public services - have principally absorbed labor as agri-
culture has declined in relative importance and this process should
continue.

31. On a regional basis, North Italy with about a third of her labor
force in acriculture, is like France and Austria while South Italy. with
over half of her labor force in aRricultuire, is like Portugal, Spain,
Greece and Turkey. (A table in the Statistical Appendix presents these
comparisons in more deLail.) There has been little change in this regard
in the South. In 1861, the percentage of the total active populat'on in
the South in agriculture was 57% and a century later it had only dropped
to 52%, while in the North it dropped from 57% to around 25%.

32. The net agricultural product for the years 1951-56 grew by the
unusually high average of 2.5% per annum. MAuch of this was due to increas-
ing yields from the use of better seeds and more fertilizer, greater pro-
tection of crops from pests and diseases and better cultivation of the
soil, particularly from the rapidly increasing use of tractors.

33. Agricultural policy is designed to secure an average increase of
2.3% per annum in the gross product of agriclture during 1955-64.
Special effort is to be directed for a greater output of livestock, in-
dustrial crops, fruits and vegetables. Two-thirds of the increase are
to be obtained through higher yields from land already under cultivation
by the more general application of improved techniques; one-third is to
result from extensive programs of land reclamation, transformation and
reform already in progress.

34. Land reclamation has been under way for generations and the present
advanced agriculture in Northern Italy owes much to it. Since 1950, a vast
new program of reclamation and transformation has been in progress which
affects some 40% of the total agricultural area. Though it operates
throughout the whole country it is concentrated largely in the under-
developed South where it is handled by a special government agency, the
Cassa per il Mezzogiorno.

35. Under the land reform program, also inaugurated in 1950, 800,000
hectares of land or nearly 4%o of the total agricultural area, have been
expropriated and turned over to peasant farmers. The objects of the pro-
gram are both economic and social. It will raise production through the



transformation of the land from extensive grazing and cereal growing to
intensive cultivation and mixed farming. It will also provide lasting
employment for a part of the rural unemployed and under-employed.

36. Most of the expropriated land is located in Southern Italy and in
the Islands but nearly one-third lies in the Po Delta and the Maremma of
Tuscany an(d Lazio - regions in which rural population density is relatively
low and percentage of casual labor high. (See map in Appendix.)

37. The land reform program is expected to be completed by 1962. Rapid
progress is being made and large tracts of country, formerly barren and

UGi. already show neat farmsteads, well-tilled fields and fine crops.

38. The progreaz bting made makes it likely that if the planned invest-
ment is carried out, the objective should be reached of an increase of 8S/0
in total agricultural ov-tnut by 1964 to be contributed by these two pro-
grams. It is less likely that there will be fully achieved the 15% in-
crease in total output which is to come from the application of improved
techniques to existing land. However, with some changes in agricultural
research and extension work, the probabilities of reaching this goal would
be improved.

39. In any case, it is very probable that agricultural output will
increase more rapidly than the expected increase of less than 10% in
population by 1964 so that it should be both possible to improve the
Italian diet and increase exports sufficiently to wipe out the present
deficit of around 080 million equivalent in the balance of trade in food
products.

E. Energy

40. Italy is dependent on imports for just over half of her energy
sources and this is likely to continue. Over the last 50 years, however,
she greatly reduced the degree of her dependence on imports and through
diversifying her consumption has become less dependent on any one source.

41. Prior to World War I, coal was the main source of energy and from
1900 to 1912, coal importe grow fx- 5 miSinilli +xN in millinn tons per
annum. Coal imports in recent years have been around 10 million ton9
a year. Between the wars, two-thirds of the growth in energy needs was
met by exploiting hydro-power resources and the remainder from imports
of oil.

42. Since World llar II, it is becoming increasingly difficult to ex-
ploit more hydro-power and Italy has had to increase her imports of oil.
The natural gas resources of Italy were, however, tapped, rapidly devel-
oped and now supply almost 15% of the total energy needs. The accompany-
ing map shows the network of pipelines that have been built since the war.
With hydro-power furnishing another 28% of energy needs and domestic coal,
2%, Italy's own sources now supply just under half of the total. Twenty
years ago this proportion was barely over one-quarter.
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43. The pattern in the future is not likely to change much - the range
of her energy needs that Italy should be able to cover from her own resources
should be from 45% to 55% by 1964. This conclusion is derived as follows:
if the Vanoni Plan assumptions are accepted of a growth in real GNP of 5%
per year, Italy's energy requirements will grow correspondingly, or from
about 44 million tons coal equivalent in 1954 to 72 million tons in 1964.
Of the increase of some 28 million tons coal equivalent, natural gas is
expected to meet 6 million, and further hydro-power development perhaps
3 million. The prospects for crude oil production in Italy are difficult
to assess. Even with an oil law that encouraged all-out prospecting on
the mainland, perhaps not more than 6 million tons of oil - i.e. 9 million
tons coal equivalent - per year might be produced. With the present law
under which the major international oil companies are unwilling to look for
oil on the mainland, it may be as little as the 2 million tons that produc-
tion in Sicily, under another law, is likely to reach.

44. Atomic energy may become an important item after 1964 but it is not
likely to modify significantly the conclusions for the period before 1964.
Consequently, Italy may have to increase her annual imports of oil by 1964
by another 6 to 10 million tons. This means an additional foreign exchange
cost of t 20-200 million per annum, of which, on the present basis, 60%
would be in dollar exchange. This is on the assumption that Italy main-
tains her present level of coal imports. Since over half of her coal Is
already coming from the U.S., replacing this with oil would not increase
her dollar expenditures.

45. If the economy grows according to the assumptions on which these
forecasts are based, then foreign exchange earnings should also increase
to pay for this increase in imports.

F. Transport

46. Only a few comments need to be made on this important sector.

47. Railway transport in terms of ton-kilometers passed the 1938 level
in 1951. Since then, it has grown at about the same rate as the growth in
real GNP. In addition, to meet the need for continued growth in capacity
and to better serve the economy, the railways, which are an autonomous
state enterprise, are working on a plan of reorganization to put the whole
enterprise on an economic basis. In recent years the railways have shown
deficits - after meeting operating costs, including interest on debt, and
amortization payments - of around 80-90 billion lire. In the current
budget the deficit shown will be reduced to around 54 billion lire because
the state, for the first time, will pay the railways for the services they
render to it. The railways believe their reorganization plan, if they are
permitted to put it into effect, would eliminate the remainder of the
deficit. Under this plan, lines which are uneconomic due to motor competi-
tion or could be better served by bus and truck would be cut out. Some
lines would be expanded in capacity particularly in the South where the
increasing agricultural output is beginning to over-burden the existing
lines. There is also a need for refrigerator cars and other special equip-
ment to get the fruits and vegetables of the South to market in Western
Europe quickly. In addition there are various bottlenecks and improvements
to be made throughout the system which would increase its efficiency.
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48. In order to carry out this plan of reorganization the railways may
need to borrow abroad - both to get some of the necessary capital and to
secure the necessary technical support to offset non-economic pressures.
The amount of such capital needs might be as high as 680 million equiva-
lent a year for the next five years.

49. The road system, particularly in Northern Italy, is becoming a
bottleneck and a large amount of investment in providing new roads is
definitely becoming necessary. A comprehensive program of building a
national system of toll highways is being prepared and work on a few
small sections of it has begun. The central government is contributing
a fraction of the cost - generally in the neighborhood of 30% - of each
road and the remainder has to be found by each toll road authority either
within Italy or abroad. Those roads that are clearly of highest priority
would by themselves require over a hundred million dollars equivalent of
capital.

G. Internal Finance

Public

50. Italy suffered the worst inflation of any country in Western Europe
in World War II with prices rising to about 60 times prewar. Stabilization
was successfully accomplished in September 1947 and has endured ever since.
While the index of consumer prices has since increased by about 20%, this
has, if anything, been less than the average in Western Europe - and 8 per-
centage points of this were due to the increase in controlled rents. The
wholesale price index has been practically constant for the last four years
and is now actually below September 1947.

51. Money supply has increased somewhat more rapidly than national income.
It was not until 1952 with the restoration of confidence in the currency that
people held again the same ratio of cash balances to national income as prewar.
Since then, with the growth of incomes, people have built up relatively their
holdings of cash in bank deposits while their currency holdings have tended
slightly to diminish. At present, money supply is about 32% of GNP, or with-
in the normal range for a country like Italy.

52. The accompanying chart presents the picture of the developments in
public finance. The significant facts are: (a) both revenues and expendi-
tures have grown with the growth of the economy; and (b) the deficit has
become smaller than the public investments financed out of the budget, so
that there is some public saving in financing investment. This also means
that the government's borrowing is strictly for investment and that the
private savings are not being used to finance public consumption. The
government has recently announced its intention to eliminate the deficit
over the next three years.
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53. Four-fifths of public revenues come from indirect taxes. Beginning
in about 1950 an attempt was made to reform and improve the income tax
structure and some progress has been made. Since most of the revenue from
indirect taxes is directly related to economic activity, government revenue
will continue to rise with the national income. At the same time the indi-
rect taxes in various directions tend to distort the pattern of economic
activity and sometimes even to repress it. While a better tax system
undoubtedly would aid in accelerating economic growth the present one has
not prevented growth.

54. Compared to other Western European countries, current public expen-
ditures as a percentage of GNP are below the average (according to the OEEC
comparable figures, about 11% compared to 15%). This may be one reason why
gross investment in Italy, on the other hand, can be above the average.

55. Twenty percent of total gross investment is carried out by the cen-
tral government's ministries and agencies; another 8 percent by the regions,
provinces and municipalities; and about 12 percent by state-owned enterprises.
Annex II presents the first comprehensive compilation and analysis of these
investments which has ever been available. It concludes, with minor reserva-
tions, that public investment seems to have been executed with no more waste
than customary in most countries.

Capital Market

56. In :L933, the government put into effect a reform to change the bank-
iag system from mized commercial-investment banking to purely commercial
b&nking. The banks were restricted to granting short-term commercial credit
ant the government's new holding-company, I.R.I., took over the security
portvfolio of the banks which they had acquired under the previous system.
Inclided in the security portfolio was also the bulk of the shares of the
bank; themselves and, since then, as mentioned above, the state has owned
the fajor commercial banks. The financial history of Italy since the re-
form :an be interpreted as the gradual rebuilding of the system, for col-
lecti-r- and supplying capital to industry, which was demolished when the
commerial banks were forbidden to invest in securities. Consequently,
I.M.I.-actually created a little before I.R.I.), and other new institu-
tions cleated since then (Medic-Banca, Centro-Banca, Medio-Credito, and
the reginal institutes for loans to small and medium industry) all belong
to this Iocess of creating new institutions outside of the commercial
banks to upply long-term capital to industry. Almost all of these are
state-owneq directly or indirectly.

57. But klthough constructing a new capital market has been almost com-
pleted, all -f these new institutions supply loan capital only, and not
equity capital. Only a handful of large corporations are able to sell
shares; othe- enterprises have had difficulty in raising the necessary risk
capital. They have relied on ploughing back profits, investment by the
individual owxer and his friends, or financing long-term investment on
short-term credit. It is only last year that an institution, ISAP (also
state-owned at one remove) was created for equity financing of companies
ir the South. IZAP has not as yet made any investments. The regional
government of Sicily has also ectablished a small equity capital fund.
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28. A significant development in recent years has been the growth of
"transferable savings" - that is, savings made available for investment
through the market to institutions like I.M.I. or to enterprises directly.
The bulk of private investment, however, is still financed outside of the
market. The main outlines in 1955 were, as follows:

Sources of Financing of Private Investments. 1955

% of Total

Depreciation allolwances 48

Self-financing, private savings invested
directly, short-term loans 31

Loans of special investment institutes 13

Security issues 8

100%

59. Over the last year and a half stock market trading has been paralyzed
by a strike of the brokers - the government as a part of its program againsz
tax evasion secured a law requiring brokers to keep a complete reco-d of
transactions. The brokers insist this is administratively impossible. The
dispute does not seem to have hampered new stock issues but it might
indeed have discouraged the growth of interest in investment through the

market.

H. External Accounts

60. The accompanying chart gives the general picture of the growth and
the changes in the total balance of payments over the last six years. It
is to be noted that Italy runs a deficit on trade account which is offset
by her earnings on invisibles - tourists, emigrants remittances and ser-
vices. The growth of earnings from invisibles has been the most striking
development in the balance of payments. The chart also shows the gradual
decrease in the last few years in the various special receipts from U.S.
Government economic aid, offshore procurement and other military expendi-
tures. The increase in foreign exchange earnings together with these
special receipts and the inflow of capital have been large enough to allow
foreign exchange reserves to go up. In the last three years, they in-
creased by $55 million in 1954, t110 million in 1955, and $110 million in
1956. The lower chart also shows that the proportion of convertible
currency and gold in these reserves has been steadily increasing.
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61. Italy can sail better than average when a fair wind is blowing, but
if a big storm comes up she may also suffer more than average. A large
part of her external earnings come from the sale of commodities like early
fruit and vegetables and services like tourism, whose consumption goes up
more than proportionately when incomes in the world rise - but falls more
rapidly when incomes fall. Over the longer run, however, if the world as
a whole becomes more prosperous, this feature of the economy should be a
strong rather than a weak point. In recent years, moreover, exports have
shown a high degree of adaptability to changes in composition of external
demand and she has been able to expand exports of mechanical end chemical
products to the point where these are now over a third of total exports.
This reflects well on the flexibility of her industry.

62. Italy imports such basic foodstuffs as cereals and meats and such
vital raw materials as coal, petroleum, iron ore and scrap metal, cotton,
wool, hides and rubber. Italy should have little difficulty in securing
these either in prosperity or depression, but they might be in short supply
in a world imminently threatened by war. In such circumstances, Italy is
vulnerable to price and freight rises on these irndispensable imports. Her
agricultural development, however, is reducing her dependence on imported
cereals and. it should hold down growth in her need of imported meats. As
the earlier section on energy brought out, Italy has become less dependent
on a single fuel source or commodity. Similar developments are taking
place in the other raw materials. But even so, Italy, like most other
Western European countries, may suffer economically from any major -.rter-
national crises. For this reason, fairly large foreign exchange reserves
are a necessity.

63. The geographical distribution of Italian foreign trade reveals some
significant shifts in recent years. In the immediate postwar years, Italy
had to rely heavily on dollar imports, largely financed by grants from the
U.S. Government. At the same time the sterling area and other OEEC coun-
tries served as the major outlets for her exports. This resulted in her
accumulating large sterling balances and becoming a substantial creditor
in E.P.U. As the supplies outside the dollar area improved and Italy
practically completely liberalized her imports from E.P.U. countries,
imports from the U.S. and Canada dropped, while those from the E.P.U.
area increased. This improved Italy's dollar position, but brought
about a deterioration in her E.P.U. situation. Italy has been gradually
liberalizing her imports from the dollar area; a q1A'ter of dollar
imports are still subject to quantitative restrictions.

64. The accompanying chart shows graphically the changes in Italy's
current balance of payments with the major areas. It will be noted that
Italy had a dollar surplus on current accourt in 1953, 1954 and 1955. In
1956, probably due to increasing libeTalization of dollar imports and the
Suez crisis, the dollar current account showed a small deficit. United
States economic aid is almost at an end and offshore procurement will
also soon disappear. The remaining component of "special receipts" is
local procurement for U.S. armed forces and local expenditures by U.S.
troops - these run at around $40 million a year and should continue in
the future. If these relatively permanent items were included with the
current account balance, the 1956 figures would also show a dollar surplus.
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ITI

MAJOR PROBLEMS

65. The economy, although it has grown rapidly since the completion of
postwar reconstruction, continues to have two serious structural problems:

a) The continued existence of a large pool of unemployed
labor and a huge mass of surplus, under-employed labor
in agriculture;

b) The great discrepancy in economic development between
the South and the North.

66. These two problems are inter-related since under-employment in agri-
culture is mostly a phenomenon of the South and the movement of people out
of agriculture into the cities keeps the level of unemployment high. It
is because of the magnitude of the investment necessary to make progress
on these problems that Italy needs to run a balance of payments deficit
on current account - in this way, to supplement her own savings from
economic aid or the import of capital from abroad.

"Vanoni Plan"

67. The discussion of these two problems logically begins with the
"Vanoni Plan". On completion of the postwar decade, the late Prcfessor
Vanoni, then Minister of the Budget, prepared a draft paper titled "Ele-
ments of a PrograTme for Raising Income and Employment Levels in Italy
over the Ten Years 1955-1964" (The Vanoni Plan). This was accepted by
the Italian Cabinet in August 1955 and in August 1956 a special inter-
ministerial committee was set up to be responsible for its execution
under the chairmanship of the Deputy Prime Minister.

68. Although this is usually called the Vanoni Plan, it does not at
all pretend to be a plan in the sense of a detailed program of action.
First of all, it is an acceptance by the government that the two problems
mentioned are the major economic problems for Italy. Secondly, it shows
through a model that these problems are not insuperable and, with a reason-
able rate of growth of around 5% of real GNP per year, could be handled
within the decade, 1955-1964, under certain conditions. It also discusses
some of the policies and programs that would have to be executed to rsa^h
this objective.

69. The actual details of the Vanoni Plan are unimportant and, whether
the individual estimates &re, or nre not, accurate, this does not detract
from the contribution made by it. One of the most important aspects is that
for the first time in Italian history, the government has set economic growth
as an over-riding national objective and this has been accepted by the people.
This is increasingly providing a touchstone for national policies so that
they become better coordinated and more efficient in helping the economy to
grow. At least as equally important is the fact that the acceptance of the
Plan generally has provided a framework of expectations for private enter-
prise to make its own investment plans in and, conseauently, with this
unconscious coordination, the expectation of growth becomes actual.
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UneEloyment and UnderEmloyment

70. The problem of unemployment and under-employment is not one of a
too rapid current growth of population. Compared to other western coun-
tries, the current rate of growth of population, under 0.7 of 1% per annum,
is not high. Nor is it too high judged by the amount of current investment
available to provide jobs for the annual net increase in labor force. The
problem is mainly an inherited one; it is due to the existence of a large
pool of unemployed and under-employed. This pool was in large part created
in the period since the first World War, and particularly during the thirties
and the second World War. Up to World War I, the population was kept down
by emigration, especially from the South where birth rates are high. The
curtailment of emigration to the United States in the early twenties and
then to the rest of the world during the depression of the thirties and
World W4ar Ti, coupled with the then national policy of encouragement of a
high birth rate, led to a growth of population beyond the capabilities of
the economy - as then functioning - to provide sufficient investment capi-
tal to put the growth in labor force to work. It is this accumulated sur-
plus, partly backed up on the farms and partly in the cities, that consti-
tutes the problem.

71. The number of registered unemployed has remained fairly constant at
around the 1.3 million mark. These people piece out a poor existence -
they are the street pedlars, the man who insists on guarding your parked
car whether you want him or not. As they find regular employment and
move off the uner-ployed rolls, their places are taken by new individuals
who mostly come from the rural slums of the South. On under-employment,
the Vanoni Plan estimate was that to reduce under-employment in aaricul-
ture to a tolerable level, 900,000 people have to move out of agriculture
and into new jobs by 1964. As a measure of under-employed in the techni-
cal sense of workers who could, be removed from the land as it is presently
cultivated without a reduction of output, the figure is probably too high.
But it may even be an under-estimate of the number of farm workers who are
no longer content to put up with the miserable living conditions of their
ancestors and who are ready to leave for the cities as soon as any oppor-
tunities for jobs arise.

72. The Vanoni Plan estimates that to eliminate unemploym.ent (other than
frictional unemployment at 3% of labor force), reduce under-employnent in
agriculture by 900,000 and provide employment to the 2 million new entrants
into the Labor force in the period 1955-1964, it will be necessary to pro-
vide 4 million new jobs. This assumes an annual emigration at the postwar
average of around 8Q,000 workers per year. The forecast is that new entrants
into the labor force after 1964 will drop rapidly to as little as 80,000 in
1967 as compared to around 220,000 in 1955. Therefore, if Italy can make
the exceptional effort to reach the objective of providing 4 million new
jobs in the 10 years, 1955 to 1964, the further expansion of the economy
in line with future population growth can take place at a considerably
slower pace even with a cessation of emigration.

73. From 1950 to 1954, the growth in the economy and net emigration were
about sufficient to absorb the annual growth in the labor force of some
200,000 a year, and to mop up most of the industrial under-employment which
had been present in certain large plants through the postwar decade. In
the last two years, the increases in employment and emigration were
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sufficiently large to absorb the new workers and to provide jobs for 300,000
formerly unemployed. This was accomplished with gross investment of 22i-% of
GNP and a balance of payments deficit on current account of around $200 mil-
lion equivalent a year. This is a significant demonstration that the Vanoni
Plan objectives are not impossible of realization. (Of the increase in jobs
of 560,000 in these two years, or 2J% of the labor force, 160,000 were in
manufacturing - mainly in the mechanical and chemical industries; 70,000 in
construction; 110,000 in transport; and 220,000 in commerce, tourism and
other services.)

74. Providing domestic investment resources are used effectively and reason-
able amounts of capital from abroad are received, the next decade could witness
the disappearance of Italy's sore spot - permanent unemployment. With its dis-
appearance Italy should become more productive as policies would no longer be
warped by short-term employment considerations. Thus while a large population
may continue to depress incomes because of the need to develop relatively low
yielding resources, large-scale chronic unemploymernt need not remain a perma-
nent feature of the economy.

The South

75. The second major problem is the South. The leit-motiv of this report
has been the economic difference between the South and North. As pointed c:t
in preceding sections, per capita income in the South is less than half o'
that in the North. In almost every field, the South, compared to the Nor-,i-:
is the more backward.

76. Beginning in 1950 the government started a program for the economic
development of the South. This program, originally set for 10 years, was
prolonged to 1962 and now to 1965 to make it coincide with the Vanoni Plan
period. The program is being executed by a specially established agency,
the Cassa per il Mezzogiorno (Fund for the South) which is authorized to
invest 1,870 billion lire (03 billion equivralent) in this period (110 bil-
lion a year through 1957/58; 130 billion, 1959/60; and 150 billion a year,
1960/61 through 1964/65).

77. Aside from the important political and social reasons for the govern-
ment's undertaking a program for the development of the South, there is also
impressive economic justification for doing so. The South has been neglected
for centuries and possesses natural resources that could provide a sufficient
economic return. This is true in agriculture and there is some indication
that with the beginning of systematic search this may be true in minerals too.
The costs of a new industrial plant may be lower in the North where it can take
advantage of external economies and someone else bears the cost of moving
people from the South to the North and providing them with housing and other
social overhead capital. As long as decisions are taken in this context,
economic growth will continue to be concentrated in the North. But on a
national basis, the total economic costs to the community may well be lower
if a new plant is moved to where the people already are instead of the other
way around. The economic gain to the nation should also be immeasurably
greater if development in the South goes far enough to shake the people out
of their lethargy and make the South more productive economically and less
demographically. This will not happen as long as an initial lack of oppor-
tunities continues to drive the more intelligent and enterprising to the
North or into emigration.
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78. As originally conceived, the program is to transform the economy of
the South through increasing the productivity of agriculture, improving and
enlarging transportation facilities and raising the health, sanitary and
education standards in the area. The Plan is making good progress though
as usual working it out in detail turned out to be much more difficult
than expected. To begin with, it was limited by the money available and
thus could encompass roughly only one-half of the total land in the South.
The areas to be included were designated as "land transformation districts"
and the local authorities were asked to prepare appropriate projects for
Cassa screening and approval. In many instances, projects were badly pre-
pared and had to be changed. As part of the screening process, the Cassa
had to coordinate related regions and the projects within a given region,
such as increase in output of agriculture and appropriate farm-to-market
roads. All these problems retarded the initial execution of the program,
but their proper handling was essential for the long-run success of the
program.

79. The Cassa has also had to encourage and supervise the work of private
land transformation since the public works can only be justified if they
help increase productivity. Thus, where the Cassa financed a dam and pri-
mary irrigation canals, it was necessary to induce the farmer to level his
land and to build such irrigation ditches as were necessary for him to maize
proper use of the water. The Cassa offers the farmer an incentive to tranr-
form his land by giving a grant of around a third of the cost and by extell-
sion of credit facilities; the law makes it compulsory.

80. The execution of the Cassa program has on the whole proceeded satis-
factorily. The value of contracts awarded by the end of the sixth year
(1955/56) totaled Lit. 580 billion compared to a total allocation of funds
of 660 billion for this period. Total works completed reached Lit. 336
billion by the end of 1955/56. The recent rate of progress has been making
up for the slow pace during the first several years. The investments have
helped in the growth of agricultural output in the South although it will
still be some years before the full benefit of these investments will be
manifest in increased output. The Cassa program has also induced scome addi-
tional investments in power, industry and other sectors within the area.
Somewhat in excess of the equivalent of 200,000 full-time jobs havye been
created directly and indirectly by the Cassa program and it is continaing
to stimulate the demand for the investment and consumers goods of Northern
Italy. However, according to the government's estimates, income in the
South has grown only about as rapidly as in the North so that the South is
not yet beginning to narrow the gap between it and the North.

81. This has resulted because during this period while public investment
in the South has been transforming agriculture and improving and expanding
the basic services, private investment in the "productive" sector has not
taken full advantage of the new facilities available. Public investment
in the South on a per capita basis is about equal to the North; private
investment is under a third of the North. As a result, the government is
now initiating what is commonly referred to as Act II of the Cassa program.
In this new stage, primary emphasis is being given to stimulating the crea-
tion of permanent employment in agriculture and manufa-cturing industries.
Basic services have now been sufficiently established to make it possible
to intensify the drive for the establishment of industrial plants.
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82. In this Second Act, the public works already under way will be com-
pleted and rounded off - iirigation will be extended and completed where
already begun, the main railway line from Reggio Calabria to Naples will
be double-tracked and the Bari-Pescara line electrified, a ferry line will
be provided to eliminate Sardegna's isolation from the mainland, a water
supply will be provided to all municipalities in the South, etc. To this
will be added provisions to encourage and stimulate the private sectors:
the Cassa will have more money to aid private land-owners to carry out the
investments they need to improve and transform their lands; the Cassa,
through subsidizing the cost of money raised, will aid further the insti-
tutes that; were set up to finance the growth of industry in the South; the
Cassa will help subsidize the formation and consLruction of intustrial zones;
industries investing in the South will get aCditional tax exemptions; the
government may authorize the Cassa to help create schools for the training
of technicians and skilled workers for agriculture, industry and hotels.

83. The program of land reform is also an important part of the govern-
ment policies to help meet the two major problems. It is to provide
permanently better livelihoods for some 130,000 families on the land. At
the same time, the land reforms agencies under the Yinistry of Agriculture
are being authorized to help create enterrrises to preserve and process
agricultural products and so make possible the exploitation of the full
benefit of the increase in agricultural production that is taking place.

84. The government is also considering taking steps to ensure that a
new iron and steel mill be built in the louth. With the growth in iron
and steel consum-tion in HJestern Europe and the Mediterranean Basin,
expansion in iron and steel output is needed. Both the Coal and Iron
Community and the OEEC have agreed that further iron and steel expansion
in Italy oased on imported iron ore and imported coal is economica'lly
justifiable. On this basis, building a new plant in the South at any
suitable port with easy access to markets appears to be economic. Such
a plant, if built, would provide a stimulus to new steel consuming
industries also to grow in the South.

85. All of these government initiatives should stimulate at least some
industrial growth in the South and, if these are persisted in long enough
and effectively enough, they should at some point succeed in swinging the
balance so that sufficient external economies will be available to allow
the process of industrialization to continue on its own strength. This
point is still quite a ways off, however - perhaps at least 10 yeaz's.
In the meentime, for the life of the Vanoni Plan, if the governme-it
wishes to make progress in meeting the problem of the couth, it will
have to continue with the Cassa and land reform programs and diligently
continue to seek to stimulate private initiative in agriculture and
industry.
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IV

PROSPECTS

86. By 1950, Italy's grcss national product had recovered to the prewar
level. Since then, her output in real terms has grown at a rate of about
5% per year, which is slightly higher than the rate of growth in most of
the rest of Western Europe. Italian output is now 40% above what it was
before the war. Italy is in a good position to compete with other Western
European countries, for while they are beginning to face labor shortages,
she is abundantly supplied. Moreover, as the rest of Western Europe out-
grows its domestic fuel and raw material base, Italy's comparative disad-
vantage in these respects matters less. Thus, unless there is a general
recession irn Europe, the trend of increasing output in Italy should con-
tinue, her competitive position should improve and her economy should grow
somewhat faster than the economies of the rest of Western Europe.

87. Agricultural output should increase by perhaps one-fifth by 1964 as
a result of the large investment over the last six years in land reclamation
and irrigation and the spread generally of improved farm techniques. Indus-
trial output also should increase. Industzy profited greatly from the
economies of increasing scale as output went up in recent years and expanded
production should continue to be attractive.

88. The two basic problems which the Vanoni Plan is designed to overcome
by 1964 have not yet been fully solved and extraordinary efforts will have
to continue at least until the end of the period of the Plan. Once this
goal is achieved Italy ought to be in a position to maintain a satisfactory
rate of growth without the continued import of capital. Until then, however,
the prospects are that she will probably need to supplement her own resources
with capital from abroad if the rate of development contemplated under the
Vanoni Plan is to be maintained. But it is difficult to calculate even
approximately how much capital Italy will need to import during this period
to supplement her own savings. During the last two years when good progress
was being made towards the Vanoni Plan goals Italy had a deficit on balance
of payments current account of around $200 million a year, not counting
"Special Receipts", but as output and income have grown the proportion
saved has increased. Indeed, output has grown even more rapidly than had
been expected in relation to the rates of investment achieved. This may
have been due to transitory factors, such as exploitation of previously
unused capacity or the possibility that a large part of industry was still
in the phase of increasing returns, or it may be a permanent characteristic
of the Italian economy. If domestic savings continue to increase at the
same high rate, Italy should need to rely on foreign resources less and less.
On the most optimistic assumptions it may therefore be that even before the
Vtanoni Plan ends in 1964 Italy will be able to dispense with foreign assist-
ance.

89. The growth of the Italian economy should, in the long run, be helped
by the establishment of a common market in W'estern Europe, provided her
agricultural products will be able to move freely enough. Some industrial
firms may encounter difficulties but others should be able to find new
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opportunities, and on balance Italian industry should not suffer. If the
promise of increased freedom for labor to migrate to the other countries is
fulfilled, Italy's unemployment and under-employment problems may well be
overcome before the completion of the V7anoni Plan in 1964. It is difficult
to be more precise, for those very features of the common market which are
most attractive to Italy are the ones which so far are little more than
statements of good intentions.

90. Italy's balance of payments is singularly sensitive to changes in
living standards in the rest of Western Europe and the Western Hemisphere.
If these living standards rise, Italy benefits more than proportionately;
but if they fall she similarly suffers disproportionately. Moreover, a
large-scale flight of capital might be difficult to control. Consequently,
Italy must maintain substantial foreign exchange reserves. She has done
fairly well on this score, holding at present reserves equivalent to about
four months foreign exchange payments. Italy's quota in the Internatioial
Monetary Fund is comparatively small, being only $180 million, which is just
over 5% of total current annual foreign exchange payments. Therefore, while
as time goes on it should become easier for Italy to service debt, she might,
for these various reasons, find it at times difficult to do so.

91. The government has declared that any new foreign investment that is
classified by the governmient as "productive" can remit profits and capital
at any time. This should encourage private foreign investment in Italy and
help the growth of the economy and the balance of payments. W4hile the
investments covered by this declaration are not equivalent to contractual
obligations they constitute a sort of contingent foreign exchange liability.
To date, the total investment covered by this declaration is around p50
million.

92. The expected decline in 'Scpecial Receipts" from the U.S. Government
discussed in Chapter !I will present a problem for Italy but should not be
a major one - most of the transitional difficulties have already been over-
come in the tapering off of Marshall Plan and other economic aid. The
expected drop in receipts is about equal to the amount that Italy added to
her foreign exchange reserves in 1956.

93. Italy has a good debt record and her external debt service is not
excessive in relation to her foreign exchange earnings. Total service is
under 3% of her total current earnings, and of this amortization payments
are relatively high, being two-thirds of the total. The total annual pay-
ments on the present debt will reach a peak of just under t85 million
equivalent in 1958 and then will drop to $050 million and below by 1962 and
after.

94. Italy's foreign exchange earnings have been growing more rapidly than
her debt so that the service burden in relation to foreign exchange earnings,
in spite of her borrowing abroad, has declined slightly over the past five
years. The interest service burden is now relatively smaller than it was
during the thirties and the total service burden is very little larger.
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95. Dollar debt service as a proportion of dollar earnings is more burden-
some than debt service in other currencies. This proportion has, however,
dropped greatly in the last six years because of the rapid growth in dollar
earnings; in 1956 it was only 6%, while in 1950 it was over 20%. Now that
the major currencies are virtually convertible, the bilateral relationship
with the dollar area is much less significant than before. Furthermore,
Italy has shown in the last several years an ability to earn a dollar sur-
plus if necessary.

96. This general assessment of the economic outlook is predicated on
the assumption that economic growth will not be obstructed by political
developments along lines that might inhibit the pursuit of healthy
financial and economic policies.

97. In the last decade Italy has, on the whole, handled her economic,
monetary and fiscal affairs well. The Italian people are hard-working and
efficient and have shown an ability to adjust themselves successfully to
different circumstances.

98. During the Vanoni Plan period until she can maintain a satisfactory
rate of growth from her own resources alone it seems appropriate for Italy
to have recourse to outside assistance if she feels the need. A steady
inflow of private capital is, in any event, clearly desirable. "Special
Receipts'! from the United States might also continue to be forthcoming and
the projected European Investment Bank, if it is ever set up, may make an
important contribution towards meeting Italy's capital needs over the next
few years. If world economic conditions continue reasonably favorable,
Italy should meet no insuperable difficulties in handling a level of debt
higher than her present one.
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Table 1: ITALY - EXTERNAL PTJBLIC DEBT OUTSTAI!DING DECEIVBER 31, 1956

National, Government Guaranteed, and Istituto Hlobiliare Italiano Guaranteed Debt

SUM1-2'RY

(Amounts expressed in thousands of' U.S. dollar equivalents)

Page 1
Debt outstanding

Item December 31,1956
C7Amnount 

TOTAL EXTERMAL PUBLIC DEBT 881,277 100.00

Disburscd ard still outstanding 728,076 82.61
Undisbursed 153,201 17.39

U.S. DOLLARS 569,220 64.59

Disbursed and still outstanding 416,019 47.20
Undisbursed 153,201 17.39

Publicly-issued bonds 1329008 14.97
Privately-placed debt 7 689 o88

Disbursed and still outstanding 6,696
Undisbursed 1,000 0.12

Loans held by IBRD 141 563 16.06
Disbursed and still outstanding 3.3$-
Undisbursed 111,938 12.70

U.S.govermnent loans 287,960 32.6C
Export-Import Bank 65.668 7.45

Disbursed and still outstanding 25, h5 2.89
Undisbursed 40,263 4.56

Other U.S. government loans 222,292 25.23

EPU UNITB OF ACCOUNT 156,168 17.72

SWISS FRANCS 94,565 10.73

Publicly-issued bonds 16, Si 1.88
Privately-placed debt 18,203 2.C7
Loan from IBRD 1,478 0.16
Government loan 46,674 5.30
Loan from BIS 11,669 1.32

ARGENTINE PESOS) (Government loan) 13,105 1.48

FRENCH FRANCS 38,54o 4.38

Privately-placed debt 34,285 3.89
Loan from IBRD 4,255 0.49

NETHERLANDS GUILDERS (IBRD loan) 8,215 0.94

POUNDS STERLING (Publicly-issued bonds) 1,193 0.13

DANISH KRONER (IBRD loan) 271 0.03



Table 1: ITALY - EXTERNAL PUBLIC DEBT OUTSTANDING DECEMPER 31, 1956 (CONT.)

National, Government Guaranteed, and Istituto N4obiliare Italiano Guaranteed Debt

(hn thou.ands)

Page 2
Debt outstanding
December 31,1956

Item In currency ITn l. . dl'_ar

of payment equivalents

TOTAL 881,277 /I

U.S. DOLLAR DEBT ; 569,220 569,220

Publicly-issued bonds 132,008 132,008
$39,651,900 Rep.of Italy 1- 3%,1947-1977 L2

- assented 32,703 32,703
- non assented ! 1,129 1,129

4!371243,200 Ital.Credit Consortium for
Public I-ks. 12-32, 1947-1977 /2

- assented t 32,011 32,011
- non assented 1,122 1,122

i1,921,000 Ital.Credit Consortium for
Public 1k.ks. 2nd Series 1%-3A,1947-1977 /2 ' 1,831 1,831

,755,076,600 Ital.Public Utilit- Credit Inst.
i%-3%, 1947-1977 /2

- assented 4 17,392 47,392
- non assented 1,186 1,186

01'8,000,000 Ital.Public Utility Credit Inst.
Special Series 15-3%, 1947-1970 3 F 14,6314 14,634

Privately-placed debt 7,689 7,689
U1,180,125 participation at 31-% for 195L-1959

in Export-Import Bank loan to Istituto
'obiliare italiano / 589 589

'3 5,000,000 participation at 3 3/4% for
1958-1960 in d:.70,0C0o,000 IBRD loan to Oassa
per I1 'iezzogiorno 4 3/4%, 1955-1975 /A4 5,000 /5 5,000

Portion sold at 3 3/4% for 1961 wiithout re-
course of 'I:'70,000,000 IBRD loan to Cassa
per 11 i4ezzogiorno 4 3/4%, 1955-1975 L4 1,000 /5 1,000

Portion sold at 3-1% for 1956-1958 without
recourse of dl0,000,000 IERD loan to Cassa
per I1 rlezzogiorno 1i4c%, 1951-1976 /4 t 100 f6 100

,1i,000,000 participation at ic., for 1956-59
in 1t'74,628,000 IERD loan to Cassa per Il
Mezzogiorno 5%, 1956-1976 A 1,000 7 1,000

Loans held by IBRD 141563 1141,563
.10,000,000 loan to Cassa per Il M4ezzogiorno

41%, 1951-1976 A 9,749 /6 9,749
P$10,000,000 loan to Cassa per Il Mezzo;iorno

5%, 1953-1978 /4 10,000 10,000
Portion of ?70,000,000 loan to Cassa per I1
Mezzogiorno 4 3/40/, 1955-1975 /4 $ 48,186 L 48,186

'7h,628,00C loan to Cassa per Il Mezzogiorno
5%, 1956-1976 L4 73,628 /7 73,628

See footnotes at end of table.



Table 1: ITALY - EXTERNAL PUBLIC DEBT OUTSTAN7DING LECE1,ER 31, 1956 (CONT.)

National, Covernment Guaranteed, and Istituto Afobiliare Ttaliano Guaranteed Debt

(In thousands)

Page 3
Debt outstanding

It em Decera.be-r 31,12956
In currenc-r Tn J.S. dollar
of payment equivalents

U.S. DOLLAR DEBT (Continued)

U.S. Fovernment loans 287,960 287 960
Export-Import Bank loans 6 6568

".104,950,134 loan to Il-II 31-/, 1947/52-1959/L4 21,113 @ 21,113
!'20,500,000 loan to IMI 4 5/8%-h. 3/4h..,
1955-1966 /4 20,500 /c 20,500

S,l1,500,000 loan to I-'I 51%, 1956-1966 1 1,500 o0 1,500
$.;6,355,OCO loan to Aerolinee Ital.Internaz.

5%, 1955-1960 /11 6,355 /10 6)355
I;6,200,OCO loan to Linee Aeree Ital.S.p.A.

1956 /:L1 6,200 /10 6,200
il0,000,000 loan to FIAT S.p.A. 5-5,

1956-1963 /11 10,000 /12 10,000

Other U.S. government loans 22 2. 92 2?22,292

$73,000,0J0 ERP loan 21,%, 19h9-1983 . 71,693 71,693
:7.22,60o,oco AiSa loan 245, 1952-1987 3. 22,600 22,600
$.65,222,110 !A loan 31-, 1949-1965 , 24,925 24,925
$124,432,050 SP(Eonner-Corbino) 2 3/8%,

1946-1975 /13 .'? 90,236 90,236
0$18,000,000 S7PDel Vecchio) 2 3/8%, 1947-

1976 /13 12,838 12,838

DEBT IN EPU UWITS OF ACCOUWNT u/a 156,168 156,168

u/a 207,000 Consolidated debt /14 u/a 107,225 107,225
Credit from 'EPU u/a 48,9143 h8,9h3

SWISS FRAqC DEBT SwF LO•,212 941,565

Publicly-issued bonds SwrF 70,880 16,541
SwF 22,682,200 Ital.Public Utility Inst.

1cf Y,o 19147-1977 /1
- assented SwF 20,784 4,850
- non assented SwF 96 22

SwF 50,000,000 Istituto Jiobiliare Italiano
1-%, 1955-1971 STjF 50,000 11,669

Privately-placed debt
Swr 100,000,000 Swiss B2nks loan to liledio-

credito 35-4, 1954-1959 /16 SwF 78,000 1S,203

Loan from BIS
SwF 50,000,000 loan to Istituto Miobiliare

Ital. 4%, 1955-1960 SwrF 50,000 11,669

Loan held by IBRD
Portion of '70,000,000 loan to Cassa per Il
Hiezzogiorno 4 3/4%, 1955-1975 4 Sw?-f 6,332 1,478

See f6otnotes at end of table.



Table 1: FrALY - EXTERNAL PTJBLIC DEBT OUTSTANDING DECEMBER 31, 1956 (CONT.)

Nationa], C-overnment Guaranteed, and Istituto AJobiliare Italiano Guaranteed Debt

(In tlhousands)

Page 4
Debt outstanding

Item Decen-,oer 31,1956
In currency Ir U.S. dollar
of payment equivalents

SWIISS FRANC DEBT (Continued)

Government loan
SwF 200,000,000 Swriss Natl.Rys. loan to Italian

State Railwrays 3 3/4%-4 3/4%,1955-1981/4 /17 SwF 200,000 46,674

ARGENTINE PESO DEBT 14ilJ 235,907 13,105

M$N 316,860,6oO Argentine Govt. loan to Italy
3 3/4%, 1947-1972 It N 235,907 13,105

FRENCH FIANC DEBT F 13,487,626 38,540

Privately-placed debt
F 12,000,000,000 line of credit from Banoue

Frangaise du Commerce Exterieur to Cassa
per Il HIezzogiorno 18 , 5%,due in 5 years F 12,000,000 34,285

Loans held by IBRD
Portion of $70,0CO,000 loan to Cassa per II

lMezzogiorno 4 3/A%, 1955-1975 /4 F 1,487,626 /5 4,255

NETHERLANDS GUILDER DEBT

Portion of 9.70,O00,0O0 IBRD loan to Cassa per

I1 i ezzogiorno 4 3/4%, 1955-1975 Af f. 31,216 8,215

POUND STERLING DERT

Publicly-issued bonds
£ 462,460 Rep.of Italy Maremmana Ry.loan of

1862, 1%-3JI, 1947-1977 /19 £ 426 1,193

DANISH KROIE DEBT
Portion of 70,00O,000 IBRD loan to Cassa per I1

Mlezzogiorno 4 3/4%, 1955-1975 /4 DKr 1,869 /5 271

Exchange rates: The following exchange rates have been used.
Par values: f.1=<0.26316; 4Pl="2.8o; DKrl=¢O.144778; l`iN1=='0.05555
Current market value: SwFl=:.0O.23337 as of December 31, 1956
Other rates: EPU u/a 1=$1.00; F 1=&;O.0028571

/1 Does not include the following:
a. Italy's oblifation on the Austrian Guaranteed Conversion Loan 1934-1959.

Italy guarantees the principal and interest up to 20?%. This loan is

payable in several currencies. Payment of interest and sinking fund by
the Austrian Government was suspended in 1939. The Italian Government,



Table 1: ITALY - EXTERNAL PUBLIC DEBT OUTSTANDING LECL BER 31, 1956 (CONT.)

Page 5

/1 (Continued)
a. (Continued)

as one of the guarantors, advanced its share of the principal and interest
beginning in 1948. Under an agreement concluded in December 1952, Austria
resumed service of this loan.

b. Italy's obligation on .Jorld WJar II reparations is as follows:
(In U.S. dollar equivalents)

Original Creditor Debt outstanding
amount country December 31, 1956

Total l3 co,7O0,OO
100,000,000 U.S.S.R. lO,G000,00O
125,000,000 Yugoslavia 10,000,000
25,000,000 Ethiopia 19,700,000
5,000,000 Albania 5,00o,000

The fol:Lowing information has been received in regard to these debts:

1) U.S.S.R. - In December 1948 thie two governments agreed to subtract
from this debt the value of italian properties in HunFary, Bulgaria
and Rumania. The Italian Goverrmert believes the value of these
properties to be at least eaual to the amount of the debt. Ary
balance is to be paid in goods. A joint Italian-bovilet Commission
was to assess the value of the properties but no decision has ye-t b:. r.
reached.

2) Yugoslavia - An agreement of December 1950 prorided for an initial
pa;yment equivalent to i30,000,000. A part of this (the equivalent of
Lit 10,000,000,000) was to be withheld by the Italian Government on
account oaf Italian properties nationalized by Yugoslavia. Under the
agreement reached in 1955, this obligation was settled at the equiva-
lent of $30,000,000. The debt is to be paid in delivreries of goods
and investment credits equivalent to .10,000,000 each year from 1955
through 1957.

3) Ethiopia - According to The Ne7..r York Tir.s of :iarch 6, 1956, Italy and
Ethiopia have agreed to settle th-is obligation for the equivalent of
*i6,300,000. Italy is to build a hydroelectric power station in
Ethiopia and to provide additional reparations in the form of equipment
and installations.

L) Albania - According to EconomLic News from Italy dated July 15, 1955, the
debt to Albania has been settled for the equivalent of ','f2,600,000, to
be paid by delivery to Albania of Italian industrial products. The
difference (equivalent to $2,400,000) from the original amount has been
credited against Italian property located in Albania which Albania
failed to return to the proper owners. The Italian government reports
indicate, however, thet this item has not been settled.

c. On May 23, 1955 the United States agreed to lend Italy the equivalent of
4`30,000,000 for the development of Southern Italy, Sicily and Sardinia. Al-
though the initial agreement has been sigined, the loan will not become
effective until supplemental agreements (now under negotiation) are signed.
The loan is to have a tenr of 40 years, and is to be repayable in either
U.S. dollars or I+alian lire at the sole option of Italy. Interest is to
be calculated at 3` on the outstanding balance when payments are made in
U.S. dollars, and when payments are made in lire, at 4%.

A2 Service on Italian bonds was paid without interruption until 191b0 when payments
were suspended because of the w;;ar. In December 1947 a debt adjustmient plan was
put into operation. Ihis plan (the Lombardo Plan) pro vided for the issuance of
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Page 6

/2 (Continued)
four series of bonds:
a) 8;,39,651,900 Republic of Italy bonds to holders of Kingdom of Italy 7%

bonds due 1951.
b) $37,243,200 Credit Consortium for Public Works bonds to holders of bonds

of the Credit Consortium, the cities of Rome and 11ilan, and the Hertgage
Bank of the Venetian Provinces.

c) CS55,076,660 Public Utility Credit institute bonds to holders of twelve
issues of public utility and industrial corporation bonds not formerly
guaranteed by the Republic of Italy.

d) 1,921,000 Credit Consortium for Public !Jorks bonds to International
General Electric Co.

The new bonds of tbe Credit Consortium for Public W.orks and the Public Utility
Credit Institute are guaranteed by the Republic.

Each bondholder received a principal amount of new bonds equivalent to the
face amount of his old bond plus unpaid interest from June 10, 1940 to January 1,
194?. This unpaid interest amounted in most cases to betw.reen ':1h400 and ',,500 per
el,00O bond. The new bonds are dated January 1, 1947 and mature on January 1.
1977. Interest is payable at the rate of 1% per annum from January 1, 19L7 -
January 1, 1950, at 2%o from January 1, 1950 to January 1, 1952, and at 3% there-
after. The bonds are to be retired by a cumulative sinking fund of 1% per
annum of the total bonds issued in the years 1952 to 1957 inclusive, and 2%
per annum thereafter.

D International Power Securities Corporation (a United States company) was the
holder of a group of bonds of Italian comparies, amountinjg to 1p26,6142,COO. The
Public Utility Credit Institute gave tias corporation <?;18,000,000 of new bonds
in exchange for these. The reason for the reduction from 0i;26,642,000 to
l18,0o0,00o was that a large portion of the obligations of International Power

Securities Corp. was held by Italian residents. The new bonds bear interest at
the rate of 3% for the years 1947-1949, 2,. for 1950-1951, and 3% thereafter.
The bonds mature on January 1, 1970 and are to be redeemed by a cummulative
sinking fund of 1% per annum starting in the second half of 1950 and increasing
to 2% per annum in the second half of 1957.

/Ai Government guaranteed.

/5 The status of this loan as of December 31,1956 wqas as follows:
In currency In U.S. dollar
of payment equivalents

Total loan 70J004,28X /a
Disbursed and still outstanding 30,OCl4,053

Held by IBRD 24. . . ..4

U.S. dollars s 9,785,815 9,755,815
Danish kroner DKr 1,868,884 270,573
French francs F1,487,626,713 4,255,225
Netherlands guilders f. 31,215,834 8,214,693
Swiss francs SwF 6,332,206 1,477,747

Held by 3rd parties 69y9,OQ
Participation without recourse ' 5,000,000 5,000,000
Sales without recourse 1,000,000 1,000,000

Undisbursed 38 400,231
Effective 3,0T16,231
Not yet effective b,384,000

Cancelled 1,600,000
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/5 (Continued)

/a The total amount of this loan originally authorized was the
equivalent of 0`70,000,000. The disbursevL.ents of the various
currencies have been valued at the rates shown in the section
above headed '"Exchange rates". Since these rates for some
currencies have changed fro-n the rate used at the time of
actual disbursement, the total shown here differs from the
originally authorized amount.

/6 The status of this loan as of December 31,1956 was as follows:

In currency In U.S.dollar
of pa,yment equivalents

Total loan (all U.S. dollars) 10,000,000

Disbursed and still outstanding 9,80t,000
Held by IBRD 9,749,000 9,7h9,000
Held by 3rd parties (sales without

guarantee) 100,000 100,C00
Repaid 151,000

/7 The status of this loan as of December 31,1956 was as follows:

In currency In U.S.dolla:'
of payment equi-valents

Total loan 711,628,000

Disbursed and still outstanding 0 9 90,000 90,000
Undisbursed 7_ __38,000

Effective 2•;37•tOOQ

Held by IBRD 24,375,000
Participation f-unds not yet called 1,000,000

Not yet effective 49,163,000

/8 Of this amount, ,21,109,215 was disbursed and still outstanding and '^3,569 wvas
undisbursed as of December 31, 1956.

/9 Of this amount, ',2,712,667 was disbursed and still outstanding and `,l7,787,333
was undisbursed as of December 31, 1956.

/10 Completely undisbursed as of December 31, 1956.

/a1 Guaranteed by Istituto Mobiliare Italiano.

/12 Of this amount, 1,583,349 was disbursed and still outstanding and 683,h16,651
was undisbursed as of December 31,1956.

/13 The agreement provides that the United States may elect to accept either real
property and improvements to real property or local currency instead of U.S.
dollars for repayment of this obli;ation, to be used for U.S. govermment
purposes, including cultural and educational programs.
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/14 The status of debts consolidated June 30,1954 and June 30,1956 under bilateral
repayment and amortization agreements was as follows on December 31, 1956:

(In millions of EPU units of account)
Total covered Repaid July 1, Balance

Country by agreement 1954-Dec.31,1956 due

All 207.0 99.8 107.2
Austria 3.0 .o 1.4
BLEU 45.0 2b.0 21.0
Germany 83.0 41.3 41.7
Netherlands 30.0 9.!L 20.6
Portugal 6.0 2.4 3.6
Sweden 6.0 h.0 2.0
Switzerland 34.0 17.1 16.9

/15 These bonds were given in exchange for SwF 17,hL4,0CO First lHitge.Rlef.S.F.Gold
Series B bonds 61.%, 1930-1960 of the Piedmont Hydro-Electric Co. plus unpaid
interest from April 1, 1940 to December 31, 1946 in the amount of SwrF 5,242,028.
The new bonds are dated JanuarV 1, 1947 and mature January 1, 1977. They bear
interest at the rate of 1% per annum from January 1, 1947 to January 1, l95.., at
2% fror Ja.nury 1, 1950 to January 1, 1952, and at 3; thereafter.

/16 This loan is secured up to 50% by earmarked gold. It was granted to the "I i-
tuto Centrale per il Credito a medio termine a favore delle medie il piccDi-
industrie" by la Societe de Banque Suisse, le Credit Suisse and l'Union des
Banoues Suisses. The proceeds of this loan were trarisferred through the EPU,
and the cumulative accounting deficit of Italy was thereby reduced.

/17 This loan bears interest of 3 3/14% per annum during the first six years, 4 1/4%
from the seventh to twelfth years, and 4 3/4% thereafter. The proceeds of the
loan were transferred through the EPU, thereby reducing Italy's cumulative ac-
counting deficit. Before ratification of the agreement, 50% of the loan was to
be transferred to Italy in gold. Payments of principal and interest are to be
made in free Swiss francs.

/18 This credit was reported in the Italian press (24 Ore, Milan, Italy, IIay 13,1956)
and no further information is a-vailable.

/19 These bonds were in default from July 1, 1940 until 1948. At that time interest
due July 1, 1940 throue.h September 15, 1947 was paid at the old contractual rate
of 5%. The debt adjustment plan -provides that the bonds will mature on July 1,
1977 and bear interest at the rate of 1' per annum from September 16, 1947 to
July 1, 1950, at 2" thereafter to July 1, 1952 and at 350 thereafter. The bonds
are to be redeemed by an annual sinking fund of 1% per annum from January 1,1953
to June 30,1957 and 2' thereafter.

IBED - Economic Staff
April 18, 1957
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National Tnc.nme and Expenditures

1954 - 1956

(in billions of current lire)

Sources of Income 1954 1955 1956 Expenditures 1954 1955 1956

Agriculture, fishing and forestry 2,462 2,586 Consumption
Industry 4,001 4,404 - private 8,653 9,213 9,900
Trade, transport and services 2,463 2,700 - public 923 1,000 1,096
Net product of public administration 1,091 1,216 Total consumption 9,576 10,213 10,996
Duplicated items -872 -952 Gross investlmentl/ 2.489 2t225 3,130
Net product at factor cost 9,144 9,954 Total use of resources
Taxes not incluC,ed in the estimate internally 12,065 13,138 14,126

of goods and services 1,634 1,816 Exports of goods and services
Net product at market prices 10,778 12,770 (incl. receipt of incomes
Net income from abroad 20 19 from abroad) j..3 1.620 1,894
Depreciation 1,022 1,113
Gross national income 11,820 12,902
Imports of goods and services

(incl. income payments abroad) 1,678 1,856
Total available resources 13,498 14,758 16,020 Total available resources 13,498 14,758 16,020

17 Inclusive of inventories



Table 3

Financing of Investment
1954-55

(in billion lire)

1954 1955
Amount % Amount %

Sources of Private Investment

Issue of stocks and bonds 153 6.1 159 5.4
Investments of special institutes for

agricultural, real estate & housing
credit 81 3.2 93 3.2

Investments of special institutes for
mortgage credit 102 4.1 137 4.7

1Medium and long-term investments of
credit institutions _19 0.8 20 C.7

355 14.2 409 14.0
Less funds supplied to above institutes
and institutions by the Treasury L0 1.6 49 1.7

315 12.6 360 12.3

Investments of insurance companies 19 0.8 43 1.5
334 13.4 403 13.8

Depreciation reserves 851 34.1 944 32.3

Self-finar.cing, direct savings and
short-term cred-te 423 17.1 618 21.1

Total 1,608 64.6 1,965 67.2

Sources of Public Investment

Budgetary surplus over current
expenditures 144 5.8 202 6.9

Treasury bonds 318 12.8 249 8.5
Postal savings funds 118 4.7 109 3.7

Railroad bonds - 3 -0.1 72 2.5

Bonds of parastatal entities 20 0.8 20 0.7
Bank of Italy and Treasury note issue 65 2.6 99 3.3

Borrowings by local and regional
administrations 59 2.4 36 1.2

Investments by i-nsurance companies and
credit institutes 78 3.1 76 2.6

Current accounts with savings institutes
and banks 56 2.2 67 2.3

Funds of Cassa per il Mezzogiorn-o - 3 -0.1 10 0.3
Social security funds 29 1.2 20 0.7

Total 881 35.4 960 32.8

Grand Total 2,489 100.0 2,925 100.0
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Table 4

Overall Changes in the Italian Population 1952-56

(In thousands)

Surplus of Net Balance Population
Births over of Migratory Effective at the End

Births Deaths Deaths Movements Increase of the Year

1952 847 478 369 - 134 235 47,457

1953 842 476 366 - 147 219 47,676

1954 871 442 429 - 181 248 47,924

1955 868 447 422 - 239 183 48,107

1956* 874 497 377 - 147 230 48,337

* Provisional figures.



Table 5

Industrial Production

Index 1950 =. 100

Annual_ Average

1951 1952 1953 195L 1955 1956

Total 115 120 132 145 158 170

Main Cateaories

Manufacturing 114 118 129 142 154 163

Foods 104 110 113 118 122 129

Textiles and clothing 107 98 104 106 95 100

Cotton 107 93 92 97 84 90

Silk and artificial fabrics 110 65 73 67 68 72

Metallurgical 128 142 140 163 201 22'

Engineering 106 116 129 135 152 160

Chemicals and products 145 146 177 219 246 270

Chemicals 150 146 172 212 247 270

Coal and petroleum 138 179 229 284 304 338

Artificial fibers 128 76 104 124 128 139

Mining (incl. natural gas) 120 146 174 195 234 293

Manufactured gas and electricity 117 123 129 139 147 155

Sources: "Bulletino mensile de statistica' and/or "OEEC monthly bulletin."



.- ricvltural Popul-tion as Percentage of the Total Population
- and Agricult'ire's Share of the Gross Domestic Product

Population Dependent or, % of Gross Domestic
Agriculture, Forestry & Product at Factor Cost
Fishing, 1950, as % of Earned by Agricuvlture,
Total Active PEg2Lation Forestry and Fishing Index

(l -0 D)) 1952 1954 3/1 
(2) (3) T45 T (6)

United Kingdom 5 60o 5.6 4.9 1.12 .98
Belgium 12 8.8 8.0 8.3 .67 .69
U.S.A. 1/ 12 6.1 5.4 4.5 .45 .38
Switzerland 1/ 16 (about 11 percent)
Canada 1/ 16 (1951) 10.9 10.2 6.o .64 .38
Norway 1/ 18 8.4 6.7 7.3 .37 .41
Sweden 1/ 18 (about 7 percent)
Netherlands 19 (1947) 12.9 13.0 11 5 .68 .61
Iceland 1/ 20 - 16:72' 16.0-/ .84 to
Dermark 1/ 22 20.4 20.9 18.4 .95 £4
Germany 23 12.3 11.9 10.9 .,9 .
Luxembourg 26 (1947) - 9.5 - .37 -
France 1/ 32 (1946) - 15.0 - .L7
Austria 32 (1954) 16.4V/ 15.6/ 15.52/ .49 .48
North Italy 37 (of North) 22 (of N0orth) .59 -
Italy 39 (1954) 29.5 25.4 24.5 .65 .63
Ireland 40 (1951) 31.3 32 4 30.7 .81 .77
Portugal 2 47 26.8 27.4 27.1 .58 .58
Spain 49 (about 35 percent)
South Italy 53 (of South) 43 (of South) .81 -
Greece 54 (1951) 33.5 33.8 35.1 .63 .65
Turkey 76 (1945) 49.0 48.9 41.1 .64 .54

1/ Excluding forestry and fishing.
2/ Including forestry, excluding fishing.
2/ At market prices.

Sources: South Italy and North Italy: P. Saraceno, Annex to "The Economic
Development of the 1ezzogiorno", Report of the Italian Cormission
of Studies on Italian Under-developed Areas, Yilan, 10-15 October
1954, Vol. I, pp. 22-23.
OEEC - Agricultural Policies in Europe and North Pzerica, May 1956.



Table 7

Net Investments in Shares and Bonds of Joint-Stock Comran iesl/

(in billions of Lit.)

195 1955 :956

Banks, stock market, financial and insurance
institutions 6.o 11.9

TransportatTon and cozaunicatkc-ns 24.0 134.7
Electricity, gas and uater 16.1 21 -
Hot-ls, rest L_Mes and amuaenmrtEn .5 1..2
Housing, pubolic works and land reclamation -f.4 3.0
Food products 3.6 6.7
Viood - 0.5
Non-metallic minerals 5.7 4.1
Steel, metallurgical and mechanical products 6o.6 47.0
Chemical products 10.3 8.6
Paper and printing 2.7 1.8
Leather and hides 0.4 0.5
Textiles and clothing 10.4 3.8
Miscellaneous pro-ducts 2.6 1.3
Pe-teil trade and sundry serv-ices 1.6 0.9
Natural gas and petroleum Is.D 27.3

Total 153.0 159.3 230

7 Excluding IRI



T._le 8

Total Reecurse of the Several Fconomic Sectors to the Banks,
_ SFpnc F3Rn71' I jtIL-,1utions and -the Ca ital Iarket

(1955 broa'kdown and 1949-54 totals)
(Armual increases in billion lire)

Special Stocks Tercentage
Financial and Distribution

Eeonom Sect.r _tr __ Banks Institutions Bonds Total 1955

1. Private institutions 50.7 - - 50.7 5.2
2. Para-statal agencies 16.4 8.6 - 25.0 2.6
3. Banks, stock mrarket, finanJial and

insurance institutions 14.1 -4.5 11.9 21.5 2.2
4. Transportation and cormunnicaticns 13.2 24.5 14.7 57.4 5.9
5. 12lectricity, gas and watur 3.5 b5.0 20.7 89.2 9.2
6. Hotels, rest homes and ainusements 7.3 6.0 1.2 14.5 1.5
7. Housing, public works and land recleaiation 58.4 67.0 3.0 128.4 13.2
8. Agriculture, related priLiary miaterials and

equipment 13.9 37.0 - 50.9 5.2
9. Cereals and other food products 108.2 54.3 6.7 169.2 17.4

10. Ifood 14.0 1.6 0.5 16.1 1.7
11. iHon-metallic minerals 48.7 38.4 31.8 38.9 9.1
12. Steel, metallurgical and mechanical products 99.4 13.4 47.0 159.8 16.5
13. Chendcal products 32.8 12.0 8.6 53.4 5.5
14. Paper and printing 38. 0.5 1.8 10.4 1.1
15. Leather and hides 2.7 0.2 0.5 3.4 0.3
16. Textiles and clothing -22.L 1.0 8.8 -12.6 -1.3
17. i-scellanecus products 1.5 -4.4 0.9 -2.0 -0.2
18. Retail trade and sundry services _L5.2 1.1 0.9 47.9 4.9

Total 1955 521.4 291.7 159.3 972.4 100.0
1954 470.fD 216.8 153.0 840.4

1953 493.3 193.4 181.7 873.9
1952 463.4 178.9 116.6 758.9
1951 269.9 169.6 81.9 521.4
1950 292.5 170.9 89.7 559.1
1949 323.2 141.6 104.6 655.3
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Table 9

Government "Appror,riations" Budget

(in billions of Lit.)

1952/53 1953/54 19:5L/5 19955/56 1956/57 1957/58
Authorized expenditure 7 ) (1) (1) (2) (3) (3)

Current civilian expenditures 1,396 1,486 1,744 1,914 2,031
Current military expenditures 480 454 458 442 456
Investment expenditures 509 439 514 453 471
Other capital expenditures 25 30 2i8 30 25

Total authorized expenditures 2,410 2,409 2,744 2,839 2,983 3,101(4)

Assessed revenue

Taxes on income and property 383 440 465 537 592
Indirect taxes and other current
revenue 1,376 1,563 1,795 1,950 2,055

Capital revenue 130 43 91 19 19 _

Total assessed revenue 1,889 2,046 2,351 2,506 2,666 2,885(A)

Deficit - 521 - 363 - 393 - 333 - 317 - 216

(1) Final estimate.
(2) Provisional estimate up to March 1956.
(3) Initial estimate.
(4) Provisional figures (totals including issue or redemption of public debt).



Table 10

Budget and Treasury Financing

(in billions of lire)

1954/55 1955/56

A. Budget Operations

Current Items: Receipts 2,313 2,485
Payments -1,931 -2,137
Surplus 383 348

Carry-ozer: Receipts 249 313
Payments -651 -8l4
Deficit -LO2 -501

Net Deficit -19 -153

B. TreasurzLgOerations

Subscriptions to Treasury bills (Buoni del
Tesoro) net of interest and including
net IBRD counterpart operations 65 78

Banca d'Italia

Cassa Depositi e Prestiti (Postal Savings)
account -45 99

Social Security Institutes account 8 -2

Banca di Napoli and other banks 1 5

Other interest-bearing accounts at
Central Treasury -20 -3

Non-interest bearing accounts -37 +35

Other debits and credits of Treasury 16 3

Net balance of Provincial Treasuries
with Central Treasury 33 -58

Cash -- 2

19 153



Table 11

Commodity Distribution of Exports

(in millions of $)

1951 1952 1953 1954 1955 1956

Foodstuffs 328 315 365 403 419 492

Textiles 616 331 354 338 362 410

Metals and minerals 65 75 69 72 117 183

Machinery 298 318 307 323 407 507

Coal and coke - 8 3 2 2 4

Mineral oils 48 90 144 180 164 171

All other 293 250 265 320 386 390

Total 1,648 1,387 1,507 1,638 1,857 2,157

Source: "Coim-iercio Con 1' Estero" by the Central Institut of £tatistics
of Italy



Table ~i

Commodity Distribution of Imports

(in millions of $)

1951 1952 1953 1954 1955 1956

Foodstuffs 448 427 470 374 485 527

Textiles 501 475 437 426 389 410

Metals and minerals 190 256 258 288 395 506

Machinery 197 314 357 362 361 388

Coal and coke 224 190 163 149 181 216

Mineral oils 210 261 299 345 350 408

All other 398 413 437 494 550 714

Total 2,168 2,336 2,421 2,438 2,711 3,169

Source: "Commnercio Con l'Estero" by Central Institut of statistics of Italy
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Table 1-

Regional Distribution of Trade

(in millions of $)

1952 1953 1954 192 1956

EPU Area

Exports 906 986 1090 1182 1378
Imports 1317 1622 i680 1776 1996
Balance -411 -636 -590 -594 -618

U.S. and Canada

Exports 149 158 141 176 234
Imports 541 360 316 433 560
Balance -392 -202 -175 -257 -326

Other Dollar Area

Exports 51 48 75 72 93
Imports 71 59 49 61 92
Balance -20 -11 + 26 + 11 + 1

Other Cornmtries

Exports 281 315 332 410 453
Imports 407 380 393 436 522
Ealance -126 - 65 - 61 - 26 - 69

Total

Exports 1387 1507 1638 1858 2158
Imports 2336 2421 2438 2706 3170
Balance -949 -914 -800 -848 -1012



TableL4.

Imports from U.S. and Canada

(in millions of $)
Jan. - Oct.

1951 1952 1953 1954 1955 1956

Cereals and flour 67.2 88.9 53.0 2.7 4.6 12.4

Cotton 123.4 133.4 57.9 49.2 38.6 23.4

Coal 85.6 70.1 28.3 35.8 92.9 99.8

Oils and fats (foods) 12.3 2.7 10.4 0.1 - _

Oils and fats (ind.) 7.8 8.7 6.7 10.0 17.5 18.0

Iron and steel 12.6 18.0 15.1 15.0 16.9 11.9

Chemicals 31.9 34.0 27.2 32.6 40.0 35,8

Machinery 72.7 95.8 77.4 84.8 73.2 63.2

Others 90.3 89.2 83.5 85.8 150.9 174.2

Total 503.8 540.8 359.5 316.0 434.6 438.7



Table ;

Exports to U.S. and Canada

(in millions of t)

Jan.-Oct.
1951 1952 1953 1954 1955 1956

Foods 26.4 31.2 36.8 38.6 41.8 37.3

Textiles and clothing 25.8 25.0 35.5 28.8 37.6 39.4

Base metals 14.2 19.2 15.1 9.0 7.0 17.3

Machinery 13.2 27.6 25.8 19.6 27.9 35.8

Others 43.1 46.1 44.7 45.2 61.7 53.2

lotal 122.7 149.1 157.9 141.2 176.0 183.0



TLable 16

Goods and Services Transactions with EPT Area

(in millions of $)

1951 1952 1953 1954 1955

Trade balance (exports-imports
f.o.b.) + 92.7 -339.8 -528.4 -466.2 -470.9

Foreign travel + 64.7 + 61.7 + 86.9 + 85.3 +123.0

Investment income + 0.9 - 3.8 - 2.7 - 8.3 - 15.6

Workers' earnings + 22.9 + 37.3 + 40.4 + 40.2 + 45.0

Other services - 46.1 - 7.9 - 10.0 + 7.7 + 31.1,

Balance goods and services +135.1 -252.5 -413.8 -341.3 -287.1



Table 1,7.

Goods and Services Transactions with
Convertible Currency Areas

(in millions of $)

1951 1952 1953 1954 1955

Trade deficit (imports-
exports f.o.b.) -320.8 -329.5 -172.2 -134.8 -184.3

Foreign travel + 7.0 + 12.3 + 41.6 + 51.2 + 64.4

Investment income - 6.7 - 10.2 - 5.0 - 6.5 - 4.6

Emigrant remittances + 21.2 + 28.2 + 43.2 + 49.2 + 57.0

Other services - 24.0 + 0.4 + 40.5 + 78.1 + 55.3

Deficit on goods and
services -322.7 -298.8 - 51.9 + 36.8 - 11.7



Table 18

Balance of Payments

(in millions of U.S. dollars)

1951 1952 1953 1954 1955 1956

Current Account

Imports, c.i.f. -2017 -2085 -2218 -2221 -2518 -2908
Exports 1580 1356 1333 1474 1729 2079
Freight receipts 132 166 134 135 157 190
Net tourism receipts 75 77 131 139 190 213
Emigrant remittances 69 102 119 114 125 155
Net investment income 1 1 3 -8 -16 -12
Other 37 61 116 99 83 112

Deficit -123 -322 -282 -268 -249 -±72

Special Receipts

Offshore procurement - 1 61 133 129 81
Economic Aid - ECA, IMSA, FOA, ICA 280 218 133 104 41 ,2
Other transactions - military

troop pay, etc. 15 38 43 20 33 45

Sub-Total 295 257 237 257 203 158

Capital Items

Loans - Received - 5 5 39 111 43
Amortization -25 -50 -36 -27 -27 -18

Net foreign capital invested
in Italy 9 1 19 55 7L 99

Sub-Total -16 -29 -12 67 158 124

Increase or Decrease (-) in
Foreign Exchange Reserves 156 -57 55 109 110



Table in

EPU Position

(in millions $)

Cumulative
Gold or $ net anount

received by of gold or
Surplus or Credit accumu- or paid in Credit or $ received
deficit lated or repaid by Italy debit bal- or paid oy
during by Italy during during ance er.d Italy at end

period period2/ period3/ of periodt/ of period:)
1952

1st quar. +13.7 + 6.9 + 6.9 +251.4 +105.2
2nd quar. -42.6 -21.3 -21.3 +208.8 + 83.9
3rd quar. - 3.8 - 1.9 - 1.9 +205,1 + 82.0
4th quar. -57.6 -28.8 -28.8 +147.4 + 53.2

1953

1st quar. -95.3 -47.7 -47.7 + 52.1 + 5.6
2nd quar. -64.1 -58.5 - 5.6 ->12.0 -
3rd quar. -28.8 -24.8 - 4.1 - 40.8 - 4.7
4th quar. -71.7 -47.1 -24.5 -112.5 - Mt.

1st quar. -51.2 -16.4 -34.8 -143.3 - 63.4
2nd quar. -59.6 -22.0 -76.5 -166.7 -139.9
3rd quar. -29.8 +27.4 -18.2 - 95.0 -158.2
4th quar. -52.3 -21.9 -30.4 -116.9 -188.6

1955

1st quar. -77.2 -35.3 -41.9 -152.2 -230.5
2nd quar. -68.6 -30.5 -38.2 -182.7 -268.7
3rd quar. +46.9 +22.7 +24.0 -160.0 -244.7
4th quar. -91.7 -19.0 -72.5 -179.0 -317.2

1956

1st quar. -37.2 - 6.0 -31.2 -185.0 -348.4
2nd quar. -48.4 +23.0 -71.3 -162.0 -419.7
3rd quar. +26.2 +12.7 +13.6 -149.3 -406.1
4th quar. -53.1 - 6.9 -46.4 -156.2 -452.5

1957

lst quar. -67.0 -10.8 -56.5 -167.0 -509.0

l/ Surplus (+); deficit (-)
2/ Credited accumulated (+); credit repaid (-)
3/ Received (+); paid (-)
4/ Credit (+); debit (-)
*S/ Received (+); paid (-)
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