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ITALY

BASIC STATISTICS

THE LAND

Area (1.000 sq. km.)	 301.2
Agricultural area (1,000 sq. km.)	 219.4
Woodland (1.000 .a. km.)	 59.3

Major cities (1961 census) (thousands)
Rome	2,245

Milan	1,598
Naples	 1,196
Turin	1.050

THE PEOPLE

Population end 1963 (thousands)	
No. of inhabitants per sq. km	
Net natural increase n population:

Annual average 1959-1963 (thousands).
Net rote per 1,000 inh. (1959-1963). .

1,817
172

8.2

(thousands)
Total manpower (1963) 	 20,470
Employment in the country (1963)	 19.453

in agriculture	 5.206
in industry	 7,943
others	 6.304

Net emigration (average I9S0-I963). ... 168

PRODUCTION

Gross National Product in 1963 (billions of
lire)	 23,186

G.N. P. per head in 1963 (U.S. -S)	 875

Domestic product in 1963 (at current pricer):
Agriculture 		 15 "0
Mining, quarrying and manufacturing. . . 36",,
Construction	 8 "f,
Services	 41 "

THE GOVERNMENT

Public consumption in 1963 (percentage of the
G.N.P.)	 16

Current public revenue in 1963 (percentage of
the G.N.P.)	 34

Internal public debt (ratio to Central Govern¬
ment current revenue) (1963)	 115'

Government inv slment in 1963 (percentage
of total investment). . 	 14'

LIVING STANDARDS

Calories per head, per day (1962-1963) . . 2,750
Meal consumption, kg per year, per head

(1963)	 31.4
Gross average hourly wage of industrial

workers in 1963 (lire). 	 344

No. of cars per 1,000 inhabitants (1963). . . 75
No. of telephones per 1.000 inhabitants (I960. 84
No. of radio sets per 1,000 inhabitant; (1963). 185
No. of T.V. sets per 1,000 inhabitants (196*). 86

FOREIGN TRADE

EXPORTS

Exports of goods and services as o percentage
of the G.N.P. (aver. 1961-1963)	 12

Main exports in 1963 (percentage of total
exports):
Machinery	, 23
Fabrics and textile goods	 14
Motor vehicles	 7

Foodstuffs	. 14

IMPORTS

Imports of goods and services as a percentage
of the G.N.P. (aver. 1961-1963)	 16

Main imports in 1963 (percentage of total
imports):
Raw materials	 24

Oil and other fuels. .	 9

Foodstuffs	20

Engineering products	 21

Monetary unit: Lira.

THE CURRENCY

Currency units per U.S. dollar. 625
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ITALY

A. GENERAL SUMMARY

1. During much of the post-war period, Italy was» able to combine
rapid growth with price stability and a strong balance of payments.
This has not been the case in the last two years. Production has con¬
tinued to increase significantly till early 1964, but the more rapid growth
of domestic demand especially of consumers' demand has given
rise, since 1962, to a large current account deficit in the balance of
payments, accompanied by considerable outflows of private capital.
Moreover, pronounced pressures on costs and prices have been felt
since late 1961 and have only very recently begun to show any signs of
slowing down.

2. The most important single cause of this rather sharp reversal
of economic trends was a shift in the distribution of income in favour

of wage-earners, as unemployment, previously massive, was progres¬
sively absorbed. This was in marked contrast with developments
during the 1950's, when wages and private consumption increased much
less than investment and exports. That process could not be expected
to continue indefinitely and its reversal in the last two years was, in a
sense, a corrective adjustment. But the adjustment has been too rapid,
putting great strains on costs and prices and the balance of payments.

3. These strains have led to a progressive shift in economic policy
towards action to restore internal and external equilibrium. Credit
restraint has been applied since the summer of 1963; new taxes on the
purchase of cars and petrol were imposed in February 1964; efforts
have been begun to reduce the budget deficit and to phase-out public
investment projects; and proposals to restrict consumers' credit have
been submitted to Parliament.

4. The choice and implementation of the various measures of
restraint creates difficult problems, given the objective of maintaining
the level of employment and reducing the still-important degree of
disguised unemployment. Moreover, both the development needs of
the South and certain new problems which rapid economic progress
itself has created, call for substantial amounts of investment; for instance
heavy internal migration to the cities has greatly increased requirements
for low-cost housing, schools, hospitals and other urban services. The



Government is preparing a coordinated approach to such problems
through a five-year economic plan. But success of the stabilisation
measures is a pre-condition for tackling the country's long-term economic
problems on a sound basis.

5. In March 1964, extensive international assistance was obtained
for the Italian balance of payments. International support should
enable the external deficit to be financed until the stabilisation measures

have had time to exert their influence, and avoid the need which
would otherwise have been paramount to adopt a policy of severe
deflation. Recent information on economic developments presents a
rather complex picture and makes short-term forecasts extremely
uncertain. There are certain signs that demand particularly invest¬
ment is slackening; and the trade gap has recently diminished.
But price increases for industrial products have been appreciable except
in the most recent period and the rise of wage rates has remained con¬
siderable. Full implementation of the measures and policies already
adopted might well lead to an important improvement in the balance
of payments for the remaining part of 1964; but the pace of improve¬
ment and its duration will depend, to a large extent, on the trend of
wages in the near future; if this does not become more moderate,
further measures of restraint may be unavoidable.

6. The two sections that follow describe the policy measures that
the Italian authorities have taken, the shorter-term prospects, and the
conclusions that may be drawn therefrom. The annex describes, in
greater detail, the main economic developments in 1963 and early 1964
that made the policy measures necessary.

B. DEVELOPMENTS IN ECONOMIC POLICY

7. Economic policy could not be adjusted to new conditions as
fast as would have been desirable. 2Throughout 1962 policy was expan¬
sionary; at the same time, the authorities sought to offset the inter¬
national impact of the surplus still being shown by the Italian balance
of payments through anticipated re-payment of public foreign debt
and other arrangements. Although faced with rising costs and prices,
the authorities did not consider it advisable to take action at that time

to contain the growth of liquidity. On the contrary, when the external
account turned into deficit towards the end of 1962, they again authorised
foreign borrowing by commercial banks; this largely prevented, in the
period up to September 1963, the contractive effect which the balance
of payments deficit would otherwise have exerted. This direction of
policy appears to have been based on the judgement that important
restrictions on the growth of liquidity at that time would have had
grave consequences on production, investment and employment, as
industry was faced both with higher costs and with much reduced possi¬
bilities of finance through the capital market. Thus, sudden interrup¬
tions to the production process were avoided; but the passing on of



increased costs in the form of higher prices was to a certain extent
facilitated. No brake was applied to the autonomous factors of increases
in incomes, which in turn maintained the pressure on the balance of
payments.

8. In the course of 1963, the upward movement of costs and prices
continued to be strong; the external deficit on current account became
substantial; and capital flight abroad increased. Accordingly, the
authorities decided to take restrictive measures, which were progressively
reinforced up to the early months of 1964. Action to reduce the rate of
growth of bank credit was started in the summer of 1963; and in Sep¬
tember, the important step was taken to prohibit further borrowing
abroad by the commercial banks. At about the same time, the Govern¬
ment took certain decisions to prevent an increase in the budget deficit
and increased the turnover tax on certain luxury goods. Furthermore,
the application of rent control and the taxing of surplus site values aimed
at reducing the strains on the housebuilding industry. On the other
hand, indications of a progressive weakening of industrial investment
and of reduced margins for self-financing led the Government to grant
tax reliefs for re-invested earnings and accelerated depreciation
allowances.

9. It was, however, apparent that further measures of restraint
were necessary, and the following specific decisions were announced in
February 1964:

a) A purchase tax was imposed on new automobiles (and yachts).
The rates varied from 7 to 15 per cent, but were later reduced
by Parliament when it confirmed the decree.

b) Increased taxes were imposed on petrol, raising its price by
about 14 per cent except for foreign tourists. The estimated
additional yield from these two measures amounts to 120-
150 billion lire a year.

c) It was proposed to control the terms of hire purchase. The
conditions, as amended by Parliament, are 25 per cent down-
payment and a maximum of 24 monthly instalments; restric¬
tions would not apply for commodities below certain specified
values. Statistics for consumers' credit are not available;

according to an official estimate, annual sales on instalment
of cars and household durables have been of the order of

700 billion lire.

d) Action was taken to influence the prices of essential goods;
this includes the continuation of massive imports of meat,
butter, etc. and fiscal measures to avoid an increase in the
price of sugar and to obtain price reductions for medicines.

e) In order to encourage the flow of funds to the capital market,
the tax on dividends has been drastically amended. Further¬
more, the taxes on stock exchange transactions have been
reduced.



10. More recently, restrictions were imposed on credit terms for
the import of cars and household durables (maximum credit period
allowed one month). On the other hand, a number of decisions
were taken for promoting Italian exports, including improved facilities
for export credit and insurance, etc.

11. Apart from these specific measures, it was announced that the
Government would take action towards the following objectives:

a) Reduction of the budget deficit. In fact, the budget estimates
for July-December 1964 (before the switch-over to a calendar
year basis for the fiscal year) show a current deficit of 179 bil¬
lion lire, representing at an annual rate a reduction of
31 billion lire.

b) Review and possible postponement ofpublic investment projects.
The rate of investment expenditure throught the budget is not
closely determined by new appropriations, since very important
unused credits are carried over from previous budget years.
Moreover, public investment is to a large extent financed from
extra-budgetary sources, i.e. from Post-Office savings and
other funds under the Treasury's control or through the
capital market. Efforts have already been started to delay
investment projects which are not urgent or half-completed.
The review of major investment projects, including those of
state-owned enterprises, and the corresponding assignment of
priorities will, according to the Government, take account of
longer-term considerations. In the meantime, however, the
rationing of public issues seems already to be resulting in at
least some slowing down of new projects.

c) Reduction of the deficits of local administrations, which have
tended to grow substantially in the last two years. The Govern¬
ment has underlined the need to keep them within bounds
and seems ready to use any statutory powers it possesses for
this purpose.

d) Governmental insistence on the needfor moderation, henceforth,
in wage and salary increases. The Government has held dis¬
cussions with trade union and employers' representatives on
the economic problems of the moment and has appealed for
general wage restraint. With regard to the public sector,
where claims have been presented for important rises, the
Government representatives have proposed gradual increases,
spread out over time.

12. In order to gain the necessary time for the corrective measures
to exert their influence, and in order more efficiently to combat out¬
flows of volatile capital, a substantial measure of international support
for Italy's balance of payments was obtained in March 1964. This
support consisted of the following elements:

a) The equivalent of $ 225 million was drawn from the Inter-
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national Monetary Fund. This sum corresponds to Italy's
gold tranche plus the deficiency in the Fund's holdings of
Italian lire. Further drawings are possible, in accordance
with the I.M.F. rules. An increase of Italy's quota (at present
$ 270 million) was requested some time ago.

b) Reciprocal swap credits have been arranged with the U.S.
Treasury and some European Central Banks amounting in
total to about $ 550 million.

c) Medium-term credits for imports of U.S. goods have been
obtained from the Import-Export Bank and the Commodity
Credit Corporation, totalling $ 450 million.

13. Discussions have also started with the World Bank for extending
credits for investment projects in the South of Italy. 2The amount
under negotiation has not been announced officially.

14. During the period under review, the Italian Government has
also been actively preparing its longer-term economic programme.
A national committee on economic programming had been set up in
1962, composed of experts and of representatives of industry, agri¬
culture, trade unions, etc. A progress report on the committee's work
was published last January. The Government has now reinforced the
administrative and technical apparatus for proceeding further with
these studies. It aims at the completion of a draft economic programme
covering the years 1965-69 by next summer. This programme would
be submitted to Parliament in the autumn, at the same time as the draft
budget for 1965.

C. PROSPECTS AND CONCLUSIONS

15. The early months of 1964 saw certain indications that pressures
on the economy might be beginning to ease. The latest policy measures
may, thus, result in some slackening of the increase of demand. There
are signs of some change of tendency in the building sector; and with
private investment rather hesitant, a reduction in the rate of execution
of public projects might well mean that investment demand in total
ceased to rise. Moreover, the reduction in the rate of growth of bank
credit may have significant effects if it becomes less easy in the near
future for cost increases to be passed on to prices, and as long as finance
through the capital market remains problematic. The tax measures and
hire purchase restrictions will restrict demand for cars and household
durables and should reduce total consumers demand significantly.
But taking into account the likely and desirable increase of
exports, it is still probable that total demand will continue to increase
in the near future.

16. There are grounds for expecting that exports may rise this year



by some 10 per cent or even more, because of better harvests and the
policy measures already taken. Moreover, present trends of demand
and economic policy in many of Italy's major trade partners should help
significantly in this respect. Imports in the last few months (up to
April 1964) have first fluctuated around the peak levels reached in the
autumn of 1963 and then have actually declined. But the decline
would have to be confirmed in the coming months for the trade gap
to improve significantly. Normal harvests and the special measures
affecting cars should help prevent a renewed increase of imports. These
two commodity groups, however, only represented about one quarter
of total imports last year, so that the effect of these special factors on
the total rate of imports is unlikely to be substantial. It should also
be recalled that the underlying trend of imports since 1959 has been
strongly upward. However, if internal demand in general grows less
rapidly from now on, this would probably have a disproportionate
effect on the volume of imports in the short term. But until further
evidence becomes available, it would be wise to assume a rather slow

improvement in the foreign trade balance; and even if the recent signs
of improvement were to be clearly confirmed, the total trade deficit
for 1964 might not be much different from that of last year.

17. The rapid deterioration of the balance of payments up to the
early part of 1964 had been exacerbated by speculative capital move¬
ments. The important measures of temporary international assistance
taken in March 1964 and the internal credit restrictions have put a
brake on such movements. But a lasting improvement in this respect
can hardly be expected before convincing evidence is available of a
clear improvement in both the current balance of payments and in the
internal financial situation.

18. Improvement in the external accounts might possibly be rather
slow. The Italian Government aims at maintaining the levels of employ¬
ment and output and this objective rules but really severe corrective
measures. It seems, indeed, appropriate that the adjustment process
should, in fact, be rather gradual because rapid adjustment would
probably inflict costly disruptions on the economy. The foreign
exchange reserves are still high, and some reduction during the interval
before the stabilisation measures produce their full results should not
be thought alarming. Moreover, other countries have already demon¬
strated, in a practical way, their willingness to lend support and the
substantial amounts of credit already mobilised should be amply suffi¬
cient for the near future, But since the effects of the policy measures
will probably take some time to work out, some medium - or long-
term finance may be required, including the consolidation of some
of the shorter-term credits recently given.

19. The first recommendation for internal policy, at present, must
be that the measures announced should be fully and effectively applied.
Moreover, since the situation is still uncertain, it will have to be watched
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carefully, and the authorities should be ready to take additional measures
quickly if the internal and external balance of the economy does not
show clear signs of substantial improvement. Of crucial importance in
this connection will be the trend of wages in the next few months. Since
1961, the average increase of wages has exceeded, by far, the average
growth of productivity. Thus, the restoration of internal and external
equilibrium requires a substantial slowing-down in the rise of incomes.
Unless this rise were shortly to come down to more moderate levels,
the need to take further action to restrict demand could not be avoided.

In such a case, it will be preferable to apply fiscal measures designed
to restrain the growth of private consumption, rather than other policies
bearing on the already weak investment sector.

20. Italian economic policy is faced with a double task. It has, first,
to continue its efforts to correct the present imbalances between con¬
sumption and saving, between rises in money incomes and increases
in productivity and between foreign exchange receipts and outgoings.
The second objective is the preparation of a five-year programme
aimed at satisfying the country's vast development needs and at co¬
ordinating action by the public sector to solve long-standing problems
such as that of the South, and the new problems created by the very
fact of rapid post-war development. The way in which the second task
is dealt with will be of very great importance for the long-term develop¬
ment of the economy. The elaboration of a balanced incomes policy
should be an essential part of such a development programme.

21. It is indeed important to see current difficulties in perspective.
The basic question is whether the present phase is merely a passing one,
involving no more than an interruption of the rapid economic growth
of the last decade, or whether Italy is now entering a new phase in which
the sustainable rate of growth is likely to be more moderate.

22. In support of the latter view, it could be argued that the present
difficulties are but the sign of the Italian economy entering into a stage
of maturity, and that the experience of most developed economies
exhibits a growth rate lower than the one Italy has enjoyed up to now.
A lower rate of growth in the future could result, first and foremost,
from the exhaustion of the plentiful labour reserves which have certainly
been a fundamental condition of the Italian growth in the 1950's, both
because of the smaller possibilities for increasing industrial employ¬
ment, and because of the wage and cost pressures finked to a full employ¬
ment situation.

23. But important labour reserves still exist, in agriculture, services
and probably also in public administration. And it could be argued
that the difficulties of the last two years contain, at least partly, a once-
for-all element of structural adjustment both as to the pattern of demand

and, correspondingly, of national output and as to the distribution
of national income.
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24. It would be premature to attempt a firm answer to these basic
underlying questions. But two partial conclusions seem reasonably
certain. First, from now on a problem of wage pressure will exist in
Italy, very different in nature and degree from the problems of the 1950's.
Second, even when the present phase of pronounced cost and demand
pressures and of a sizeable external deficit is over, imports will remain a
much higher proportion of national expenditure than in the past.
Consequently, exports will have to expand rather considerably in the
medium term, even though it would not be reasonable to expect them to
grow at the exceptionally high rates of the period up to 1961. Both
these considerations point clearly to the need to stabilise cost and price
developments, not only to help solve present difficulties, but to restore
the conditions in which rapid growth can be achieved. As rapid a rate
of growth as possible is needed if Italy is to continue to make progress
against the many social and economic problems with which she is faced.
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Annex

DEVELOPMENTS IN 1963 AND EARLY 1964

Output and demand

25. The gross national product increased in volume by 4.8 per cent
in 1963, compared to 6.3 per cent in 1962 and to exceptionally high rates
in 1959-61. The deceleration was partly due to agriculture, which
suffered from adverse weather conditions. The growth of total indus¬
trial output remained considerable, though with marked differences as
between various branches of industry. But the expansion of domestic
demand had already begun to exceed the growth of supply in 1962,
when the external surplus on goods and services disappeared for the
first time since 1958. 1963 saw an acceleration of this trend. Total

national expenditure at current prices rose by about 15 per cent a
rate reflecting a faster cost-price spiral. The fact that total domestic
output did not respond more closely to the pull of demand is partly
explained by the composition of the additional demand ; it was largely
concentrated on sectors where supply was relatively inelastic (e.g. pro¬
duction of many food items), whereas in other sectors unused capacity
has been reported (e.g. certain investment goods industries). These
factors have reinforced the effects of booming domestic demand both
on the level of internal prices, which rose by some 8 per cent in 1963
(national accounts concepts) and on the current external deficit, which
represented roughly 2 per cent of G.N.P.

26. The strong boom of 1959-61 had been characterised by a sharp
increase of exports and investment. Since late 1961, however, the
expansion of private consumption has provided the more important
stimulus to the economy; behind this expansion lie the growth of employ¬
ment in industry and services1 and considerable wage increases. The
aggregate income of dependent labour is estimated to have increased
in 1963 by 22 per cent (following a rise of 17 per cent in 1962). Other
incomes increased by only 4 per cent i.e. actually declined in terms

I. Total employment rose slightly in 1963, net emigration declined and
unemployment decreased considerably. The rapid switch of workers from agri¬
culture to industry and services continued and dependent labour in industry rose
by 3.7 per cent, compared to 3.2 per cent in 1962 and 4.4 per cent in 1961. Cf.
Table IV in the Statistical Appendix.
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Table 1. SUPPLY AND USE OF RESOURCES

Private consumption 	
Public consumption 	
Fixed investment 	

Changes in stocks 	
Exports of goods and services
Imports of goods and services
G.N.P. at market prices 	

G.D.P. at factor cost1 	 . .

of which :	
Agriculture 	
Industry	
Construction 	

Other	

1963

AT CURRENT

PRICES

BILLION %
LIRE SHAKE

17.543

4.452

6.537

235

4.829

5.410

28.186

24.945

3.797

8.982

1.966

10.200

62.2

15.8

23.2

0.8

17.1

19.2

100.0

100.0

15.2

36.0

7.9

40.9

PERCENTAGE VOLUME

INCREASES

1959-61

6.4

5.0

12.4

17.2

21.0

7.5

7.0

2.0

11.4

7.9

5.7

1962 1963

7.4

4.3

8.7

10.7

15.1

6.3

6.4

0.7

9-3

8.9

5.0

9.6

5.6

5.7

6.3

20.7

4.8

4.9

-1.5

8.4

4.9

5.1

PERCENTAGE

INCREASES

OF IMPLIED

PRICES

1962 1963

5.0

10.0

5.4

OJ

0.8

5.9

5.8

7.2

1.9

9.9

2.0

6.7

15.6

5.7

4.3

2.7

8.5

9.9;

5.0

5.5

9.6

11.1

1. Including duplications; the net figure was 23.235 bil. lire.

Sources: Italian submission to O.E.C.D.

Table 2. INDUSTRIAL PRODUCTION INDICES

Percentage increase.

I960 1961 1962 1963

END OF YEAR

CHANGES1

1962

OVER

1961

1963

OVER

1962

Investment goods	 19.6

11.7

14.9

12.0

6.1

15.4

7.4

9.7

12.3

7.6

9.5

8.8

7.4

6.7

7.5

4.0

Consumer goods 	 8.0

Intermediate products	 12.1

General index	 15.4 10.9 9.6 8.7 7.2 7.7

1. Seasonally adjusted indices; comparison of November-December averages.

Source: I.S.C.O.

of constant prices. The interpretation of these figures raises certain
difficulties, since large shifts of manpower into dependent employment
were taking place during this period, and since no separate estimates
are available for profits, incomes of independent workers, etc. However,
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Diagram 1. INDICES OF AGRICULTURAL OUTPUT

1952-55 = 100

m

Quarterly averages
. 13(1

Animal products

,« Crops

110

1961 1962 1963 1964

Source : I.S.C.O.

it seems fairly clear that, after several years of generally high profit
rates 1962 and 1963 saw an important distributional shift in favour of
labour incomes and that this increased the average propensity to con¬
sume. In spite of pronounced price increases, the growth of consumers'
expenditure in real terms (which in 1962 had exceeded the real growth
of G.N.P. for the first time in ten years) attained the record rate of
9.6 per cent in 1963 i.e. nearly double the rate of growth of the
national product. Besides the increase of incomes per se, the large
population movements into the towns and the continuous rapid switch
to the consumption patterns prevalent in more opulent societies con¬
tributed to considerable shifts in the composition of consumers' expen¬
diture. At constant prices, purchases of food rose last year by 7.3 per
cent and household durables by 25 per cent. New registrations of
automobiles increased by 44 per cent, after rising by about 30 per cent
in each of the two previous years. Public consumption rose, by volume,
at about the average rate for the last few years. But its rise in current
prices was quite sharp, mainly owing to considerable salary increases.
In 1963, the wage and salary bill of the public sector (including local
government, etc.) increased by 22 per cent.

27. Despite the strong expansion of total consumption, gross fixed
investment also increased somewhat more than the national product in
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Table 3. GROWTH OF DEMAND, INVESTMENT AND REAL SAVINGS

A. Demand factors

Annual increases at current prices as percentage shares of increase in global demand

1. Private consumption	
2. Public consumption	
3. Gross domestic asset formation, excluding dwel

lings	
4. Dwellings	
5. Exports of goods and services	
6. Increase in global demand 		

1960 1961 1962

34.5 42.9 50.4

9.7 11.2 14.0

30.5 16.6 13.3

1.3 9.4 9.0

24.0 19.9 13.2

100.0 100.0 100.0

1963

57.1

18.2

7.8

6.3

10.6

100.0

B. Gross investment

billion like

AT CURRENT PRICES

1961 1962 1963

528 587 614

1,607 1,848 2,093
884 973 1,057

1,236 1,541 1,821
486 457 468

358 440 484

5,099 5,846 6,537
3,863 4,305 4,716

295 300 235

5,394 6,146 6,772

+ 148 - 8 - 581

5,542 6,138 6,191

23.1 23.6 23.1

17.5 17.4 16.6

25.1 24.8 21.9

PERCENTAGE VOLUME

INCREASE1

1961 1962 1963

-3.9

18.6

19.10

8.9

4.9

18.1

12.2

13.2

7.2

7.5

13.1

14.4

-8.2

10.1

8.9

7.2

1. Agriculture	
2. Industry	
3. Transport	
4. Dwellings	
5. Public works*	

6. Other	

7. Total fixed investment	

8. Total excluding dwellings 	
9. Increases in stocks	

10. (=7 + 9) Total gross invest¬
ment	

11. Foreign balance on goods and
services

12. ( 10 + 11) Real saving '. '. '.
As percentage of G.N.P. :

7. Total fixed investment...

8. Fixed " productive " in¬
vestment	

12. Real saving 	

1. At constant 1958 prices.
2. Excluding land reclamation, which is included in " 1 " and railway and telecommunication

worki, which are included in M 3 ".

Sources: Italian submission to the O.E.C.D. and Relazione Générale 1963.

-0.5

6.8

7.6

8.4

-3.3

2.7

5.5

4.5

1963, and still represented over 23 per cent of the G.N.P.; it was the
balance of payments deficit which reflected the decline in the savings
ratio1. The pattern of investment underwent significant changes.

1. For the balance of payments trends see paras. 36 to 41 below.
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House-building again expanded considerably, but the volume of other
construction declined. The continuing movement of workers away
from the farms has given a push to the mechanisation of agriculture
which was helped by financial support provided under the " Green
Plan "1. 2The increase of fixed investment in industry remained signifi¬
cant 6.8 per cent in real terms. But long-standing investment plans,
including those of the publicly-owned corporations, were probably
responsible to a large extent for this increase. In fact, the weakness
of export demand for certain capital goods, together with reduced
possibilities of self-financing, the depressed state of the capital market
and political uncertainties seem progressively to have dampened, in
the course of 1963, new private plans for capital outlays; thus, the
Government considered it necessary last September to restore the
accelerated investment allowances.

28. The more recent indications about trends of output and demand
show a somewhat complex picture. After a succession of poor crops,
the harvests since last autumn have generally been quite favourable;
early in 1964 there were also some signs of improvement in the output
of animal products, which had declined in both 1962 and 1963. The
level of industrial production remained high until March last and
the upward trend probably continued in many sectors. But the adjusted
index of production of investment goods January to March was
slightly below the peak level of the second quarter 1963; and the
general index has hardly moved from September to March. New
plans for housebuilding have increased only slightly in the second half
of 1963 and have even declined in the early months of 1964. Around
the end of last year, there appeared sporadic signs of a weaken¬
ing of demand. Some of these confirmed a trend previously noticed

an unsatisfactory level of orders for investment goods according
to business surveys. Others may be regarded as manifestations of the
economy's self-correcting mechanisms certain indications of less
buoyant sales of consumers' goods which may be linked to the con¬
siderable price increases. Some may partly reflect the first effects of
policy measures the trend in housebuilding plans already mentioned.
Nevertheless, the general balance of evidence was that the expansionary
factors of domestic demand were still definitely prevalent at the start
of the present year: employment in industry and services continued
high and unemployment was down, although there were already a few
indications of an increase in short-time working; the rise of wage rates
was no less important than in previous months; and public expenditure
was expanding. It was against this background that new measures of
restraint were announced in February.

1 . The slight fall of total investment in agriculture shown in Table 3 (B) was
caused by a decline in land reclamation and similar public works. The number
of tractors increased by 13 per cent in 1963 and other agricultural machinery
and equipment showed a rise of 18 per cent. . .
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Pkices

29. After remaining relatively stable for a number of years, prices
showed marked increases between late 1961 and the end of 1963. More

recently, however, the increase has been much less pronounced. The
main factors which pushed up prices were a sequence of poor harvests

in a period of rapidly expanding incomes and consumers' demand
and considerable and widespread wage rises. The rise in food prices
was particularly sharp during the winter of 1962-63; it became, there¬
after, more moderate because of higher food imports and better harvests.
In the first four months of 1964 wholesale prices of agricultural products
declined and consumers' prices for food were stable. Industrial wage
increases had already pushed up prices of manufactures early in 1962,
demonstrating the well-known lack of symmetry: the fall in labour
unit costs throughout the period 1953 to 1960 had only resulted in an
approximate stability of prices of industrial goods; but when unit
costs started rising in 1961 a roughly parallel increase in prices followed
without much delay. The continuing rise of wages and labour costs
led to progressively more widespread price increases in industrial pro¬
ducts, while the regular advance in prices of services became more
pronounced. The upward trend of industrial prices had not slowed
down significantly by March 1964. According to provisional data,

Table 4. TREND OF PRICES

Percentage increases.

INCREASE OVER PREVIOUS QUARTER

ANNUAL CHANGES

OVER SAME MONTH

A YEAR EARLIER

1963 1964 1963 1964

1st

QTR.

2nd

QTR.

-1.0

1.0

0.6

1.2

1.9

1.1

1.4

1.5

1.7

3rd

or».

-1.3

0.7

0.3

-0.3

1.2

1.3

0.4

0.2

0.8

4th

QTR.

1st

QTR.
JAN. JUNE

5.1

5.0

5.0

8.2

6.6

6.6

7.4

7.6

8.4

JAN.

1.3

5.9

4.9

6.0

6.4

6.9

6.5

6.5

7.6

APRIL

Wholesale prices :

Agricultural products	
Non-agricultural products.
General index	

3.7

1.7

2.1

4.3

1.3

3.3

3.3

4.0

4.1

3.3

2.1

2.4

2.4

1.2

2.3

2.2

2.1

2.0

-1.5

1.8

1.0

0.8

2.1

2.2

1.5

0.7

1.91

11.3

3.8

5.5

7.8

7.9

6.2

7.2

8.0

8.1

-1.1

5.3

3.9

Consumers' prices :

3.0

5.8

6.9

4.7

Cost of living :

3.5

5.6

1. From January 1964, new cost-of-living index.

Source: I.S.T.A.T.
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Diagram 2. CONSUMER PRICES

1958 = 100

150

140

Other services

obi less food

120

110
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Food

Other jwds

./'

90 k
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1960 19(1 1962 1963 1964

1. Rent excluded.

Source: I.S.T.A.T. re-elaborated by O.E.C.D.

however, increases in wholesale prices of industrial products were
stopped in April and May.

Wages and labour costs

30. The rate of wage increases, which had been relatively moderate
for several years, became progressively more rapid in the period under
review (see Table 5 and Statistical Appendix). New regulations and
agreements have tended to narrow regional wage differentials and
provide for a move toward equal pay for women. Moreover, the
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system of quarterly automatic revision of an important element of
wages following variations of the cost-of-living index has contributed
to the rapid increase of wage rates. This sliding-scale arrangement had
exerted no strong upward pressure on wages as long as increases in the
cost-of-living index remained modest (2.8 per cent on average from 1951
to 1961). But, as shown in Table 4, this index rose even more than
the index of consumers' prices during the last two years1.

31. The more important general cause of the sharp rise in wages,
however, was the big drop in unemployment. From 1950 to 1960,

Table 5. WAGES

^

Indices :

of minimum wage rates:
In industry:

For single persons	
For married persons	

In Manufacturing1	
In Construction1 	

of hourly earnings: . .
In manufacturing1	

11.3

8.2

7.5

10.7

15.7

= lie
z Ujj

15.3

12.7

11.3

15.5

16.

5.6

4.6

6.1

1.8

3.9

PERCENTAGE

INCREASES OVER 3 MONTHS AGO

1963

3.5

2.7

2.3

2.3

6.4

1.6

1.2

1.2

1.0

2.5

3.8

3.7

1.4

9.4

0.5

1964

5.6

4.9

2.7

11.5

1.

7.1

5.0

5.4

4.8

Including family allowances.

Sources: I.S.T.A.T., Bolletino Mehsile di Slatislica, O.E.C.D. General Statistics, and Relazione
Générale 1963.

wage increases were relatively moderate and rises in industrial producti¬
vity substantial, so that unit labour costs fell steadily. The main factor
behind this continuous shift in the net product of industry from wages
to profits was the massive unemployment of the early 1950's. A change
occurred from 1961, as evidenced by a more rapid fall in unemployment,
a decline in net emigration and the appearance of scarcities of skilled
labour. Internal migration to the industrial centres has increased
substantially in the last two years. Disguised unemployment and under¬
employment remain large, but the change in the labour market has

1. A new official Cost-of-living index, based on 1961, has started being
published as from January 1964. The consumption pattern which it reflects is
naturally quite different from that of the old index, which had 1938 as a base
year. For example, the share of expenditure for food and drink is 55 per cent,
as against 73 per cent in the old index. Due to the existing agreements, however,
minimum wage rates continue to be linked for the moment to the old index.
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been appreciable. This, combined with a changing social and political
climate, led to much stronger pressures for higher wages. As a result,
unit labour costs increased considerably in both 1962 and 19631. Wages
in the low-productivity sectors of the economy have risen in sympathy
with industrial wages and the movement became generalised.

32. Statistics for the more recent period do not indicate any slowing-
down in the increase of wage rates. The sliding scale revisions of
February and May 1964 have led to increases of minimum rates by
about 2 per cent and [1.5 per cent] respectively; but in recent months
the renewal of collective agreements (e.g. for construction workers)
has played a more important role than the sliding scale adjustments
in the increase of minimum wage rates. On the other hand, in the
last months of 1963, earnings in manufacturing seem to have increased
less than wage rates, whereas previously the wage drift had been con¬
siderable. There are some signs that this new tendency may have
continued in the early months of 1964, particularly owing to short-
time working.

Money and credit

33. The expansion of liquidity continued fast until the summer of
1963. Thereafter, the shift in public policy resulted in a progressive
deceleration: thus, in the five months to the end of March 1964, money
supply increased by only 2.9 per cent as against an increase of
9.3 per cent in the comparable period a year earlier. The public
sector had a considerable expansionary impact in 1963; the Treasury's
recourse to the Central Bank increased from 660 billion lire at the

end of 1962 to 1,400 billion in December last. In the first quarter of
1964, however, there was a reduction of 64 billion, compared to an
increase of 212 billion in the first quarter of 19632. One of the more
striking developments last year was the neutralisation, until September,
of the effects of the balance of payments deficit through the increase
in commercial banks' borrowing abroad (S 740 million new borrowing
in January-September, compared to an external deficit of $ 792 million
in the same period). Thus, the banks had found it possible to continue
increasing their credit operations. The situation has changed con¬
siderably since the autumn of 1963. Although the authorities did not
let the economy feel the full impact of the balance of payments deficit,
the expansion of commercial bank credit to the private sector slowed

1. The Ministry of Labour's statistics of wage earnings, hours worked, etc.
cover a section of industry, which employed, in 1962, about half of all the wage-
earners in manufacturing. Labour unit costs in this group of industries fell by
22 per cent from 1953 to 1960. In 1961, they increased by 1.9 per cent, in 1962
by 7.2 per cent and in 1963 10.1 per cent (cf. Bank of Italy, Annual Report for
1963).

2. In January 1963, maturing Treasury bonds of about 190 billion were
not renewed with the purpose of helping the liquidity situation.
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Table 6. MONEY AND CREDIT

Billion lire.

INCREASES IN THE PERIOD INDICATED

K>
ts>

1st

QTR.

Money supply:

Banknotes and coins1	

Sight deposits*	 21
Money supply	

Credits:

Short-term	145

Long-term	 20

Total	165

of which : Credits to private sector	 138

Deposits:

Sight deposits	 59
Savings deposits	 213

Total. ... ;	 272

of which : Private deposits	 181

Credit deposit ratio':

Total credits/total deposits	 71.4
Private credits/private deposits	 68.8

1. Including cash in banks.
2. Including cashier's cheques.
3. End of period figures.

Source: Bollettino, Bank of Italy.

1962

2nd

QTR.

122

296

418

413

32

445

427

257

150

407

401

72.7

70.1

3rd

QTR.

156

226

382

337

34

371

313

234

273

507

482

72.7

69.9

4th

QTR.

435

647

1,082

944

77

1,021

909

566

499

1,065

1,051

74.4

77.1

1st

QTR.

186

- 4

190

260

65

326

311

43

211

254

158

75.4

72.7

1963

2nd

QTR.

159

157

316

566

47

613

627

141

119

260

238

78.2

76.0

3rd

QTR.

Ill

256

367

385

75

460

397

220

208

428

332

78.9

76.4

4th

QTR.

737

78

380

470

end of

1963

POSI¬

TION

1964

1st

QTR.

389 3,801 [-264
433 7,882; -322
822 11,683 -586

11,516
1,239

815 12,776

770 11,467

7,491
8,497

858 15,988

851 14,724

79.8

78.6

-237

54

-183

-214

-253

50

-203

-313

79.6

78.0



down considerably: the increase in short-term credit from October
last to March 1964 was 3.3 per cent, compared to 11.9 per cent in
the corresponding period a year earlier. Thus the banks' liquidity
improved slightly, despite a slower rise in deposits. The effects of
credit restraint must have been appreciable, given the reduced possibi¬
lities of self-financing and the strained conditions of the capital market.
The deterioration of the capital market and the upward trend of yields
continued in the first quarter of 19641.

Public finance

34. In recent years the budget deficit has tended to grow. But

owing to large carry-overs both of unused appropriations (mainly for
investment) and revenue ascertained but not received, the deficit on a
cash basis has tended to be smaller. The initial forecasts for the current

financial year (July 1963-June 1964) involved a current account deficit
of about 390 billion lire. Up to the end of March 1964 it amounted
to 292 billion, but, as shown in Table 7, it was only 9 billion on the
basis of cash receipts and expenditure. The most important cause of
the increase in the Treasury's recourse to the Bank of Italy in 1963

Table 7. PUBLIC FINANCE

CASH OPERATIONS OF THE TREASURY

Billion lire.

Budget :

" Current section " (parte efTettiva) :
Receipts	
Expenditure	
Current deficit or surplus	

Net capital movements 	
Surplus or deficit of the Budget	

Other Treasury Operations 	

Total Treasury Cash Deficit or

Surplus	

Financed by :

Bank of Italy	
Treasury Fund	

1961-62

4,559
4,601
- 42

- 70

- 112

+ 258

146

144

2

1962-63

4,963
5,109
- 146

-228

- 374

+ 34

340

338

2

FIRST NINE MONTHS

1961-62 1962-63 1963-64

2,962
2,925

+ 37
- 54

- 171

3,367
3,480
- 113

- 162

-275

3,792
3,801
- 9

+ 90
4- 81

Sources: Mondo Economico, Supplemento " Congiuntura Economica ",
(Conto del Tesoro). 31st March 1964.

and Gazzetta ulDciale

1. See Statistical Appendix, Table VII.
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was not the budget deficit, but extra-budgetary operations. In fact,
various funds controlled by the Treasury mainly post-office de¬
posits showed a smaller increase during this period, while the calls
on such funds rose considerably. There were higher cash requirements
on the part of local administrations which, in general, had growing
deficits; various issues guaranteed by the Government as well as issues
of State-owned enterprises had to be absorbed, given the fact that the
capital market had narrowed very considerably; finally, cash was
needed to pay the instalments for the nationalisation of the electricity
sector. The total of these calls on the above-mentioned funds exceeded

their resources and the difference of 477 billion lire (for the seven months
to January 1964) was covered through money creation by the Central
Bank.

Balance of payments

35. The overall surplus in the balance of payments, sizeable since
1958, dropped sharply in 1962 and gave way to a deficit of about
$ 1,250 million in 1963. This rapid deterioration was due partly to a
switch from surplus to deficit in the capital account. For the main
part, however, it was caused by the movement of the balance on goods
and services from a surplus of over $ 200 million in 1961 to equilibrium
in 1962 and to a deficit of the order of $ 1 billion in 1963. Taking
account of unilateral transfers, the current deficit worked out at
$ 627 million last year; the net capital outflow was $ 617 million. In
the first months of 1964 both the current and the capital account
continued to show deficits ; but improved considerably in April.

Foreign trade

36. The deficit on current account was due to a substantial widening
of the trade gap, which in turn was principally caused by the rapid
growth of imports. Both temporary and more permanent factors have
contributed to this growth. The accidents of weather explain to a
certain extent the need for greater food imports, which the authorities
took positive measures to encourage. Part of this expansion, however,
reflects the fact that the shifts in Italian agricultural output away from,
for example, wheat growing and towards animal products and other
types of " high-income " food are proceeding far more slowly than the
growth of demand for such food products. The rapid expansion of
total domestic demand was, evidently, a primary cause of the general
increase of imports. But its effects were reinforced by special factors.
First, the pattern of additional consumers demand (for non-food pro¬
ducts) was such as largely to exceed domestic supply in some sectors

notably automobiles or had a higher import content. Second,
there was the progressive lowering of import duties and the abolition
of the remaining quota restrictions on non-agricultural imports; since,
in many cases, the initial degree of protection in Italy was among the
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Table 8. BALANCE OF PAYMENTS

S Million.

1962

1. Trade deficit (imports f.o.b.) .
2. Services.	 +877
3. Goods and services 	 0

4. Unilateral transfers 	 +294
5. Current balance 	 +294
6. Capital movements plus errors

and omissions 	 244

(5+6) overall balance	 +50

7. Monetary movements:
a) Official reserves (increase

= -)	
b) Other official 	
c) Commercial banks 	
Total	

- 22

-458

+430
- 50

1963

-1,779
+ 834
- 945

+ 318
- 627

- 617

-1,244

-191

+ 85
-106

+ 64
- 42

- 52

- 94

1962

II

-187

+ 174
- 13

+ 80
+ 67

- 85

- 18

+ 384 +140 + 40
+ 210. - - 38
+ 650 - 46 +16

+ 1,244 +94 +18

III

-224

+418

+ 194

+ 77
+270

IV

-275

+200
- 75

+ 73
- 2

+ 65 -172
+335 -174

- 13 -189

-277 -142

- 45 +505
-335 +174

1963

I II

-360 -466

+ 104 + 158
-256 -308

+ 67 + 80
-189 -228

- 79 -184

-268 -412

+ 115 + 8
- 1 + 21

+ 154 +383

+268 +412

III

-458

+436
- 22

+ 75

+ 53

-165

-112

-115

+ 24
+203

+ 112

IV1

-495

+ 136
-359

+ 96
-263

-189

-452

+376

+ 165
- 89

+452

1964

-567

+ 93

-474

+ 77
-397

+233
+361
-197

+397

1. Most figures for this quarter were established by difference.
2. Current items on a transactions basis are approximate estimates by the O.E.C.D. Secretariat; item 2 -includes item 4.

Source: Bank of Italy, I.S.C.O. and Movimento Valutario.



highest in the E.E.C., the effect of its reduction on imports was probably
rather marked. But although the acceleration of the growth of imports,
which dates back to 1959 [see Table 9(A)] may contain some once-
for-all elements, with domestic production likely to adapt itself gra¬
dually to the new pattern of demand, it is probable that, in reaching
its present levels of output and income, the economy has moved forward
to a stage where the import content of national expenditure will be
substantially higher than in previous years.

37. The expansion of exports, very vigorous in past years, slowed
down considerably since the latter half of 1962. The deceleration was
due largely to food products and automobiles. Apart from harvest
variations, the more general cause for the weakening in the growth of
exports appears to have been booming domestic demand. Even in
cases where capacity limits were not reached, it is probable that the
attractions of the domestic market reduced the pressure to export,
which had been so conspicuous a feature of Italian industry for several
years. The considerable increases in unit costs must have had some

effect on the competitive position of Italian manufactures; but from
the evidence available it would not seem that they have undermined it
seriously; in previous years there had been a substantial fall in unit costs.

38. The most recent statistics available (up to April 1964) indicate
that the trade deficit has declined since the late months of 1963. Imports
continued to show a sharp increase compared to twelve months earlier,
but they were below the high level already reached in the autumn of
1963 (see diagram). Exports continued to show a steady progress. In
the recent months a clear tendency for a reduction of the trade gap is
apparent in the customs returns.

Table 9a. VOLUME INDICES OF FOREIGN TRADE

Percentage increases.

Average 1953-1959
1960 ....

1961 ....

1962 ....

1963 ....

First half 19621 . .

Second half 1962 .

First half 1963 .. .

Second half 1963 .

IMPORTS EXPORTS

8.4 13.9

42.2 20.7

14.0 20.0

16.5 12.2

20.7 3.2

10.7 19.8

22.0 5.5

22.1 0.7

19.7 5.6

1 . Over corresponding period of previous year.
Source: O.E.C.D. General Statistics.
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Table 9b. COMMODITY BREAKDOWN OF FOREIGN TRADE

Billion lire.

1961 1962 1963

PERCENTAGE INCREASES

1962
OVER

1961

1963

OVER

1962

lir cm.
1964

OVER

1ST QTR.
1963

2.

3.

4.

5.

6.

7.

8.

9.

10.

j) Imports

1. Agricultural products, foods,
beverages and tobacco	

2. Textile materials and products.
3. Metals and metal products. . .
4. Automobiles and spares 	
5. Other means of transport	
6. Other engineering products . .
7. Chemical products 	
8. Coal and crude oil	

9. OtheT imports	

10. Total Imports	

11. Total minus 1 and 4.

584 613 960 4.9
296 317 376 7.0
385 447 505 16.1

61 113 202 85.2

63 68 62 7.9

489 656 842 34.1

305 335 377 9.8

403 455 514 12.9

593 664 874 11.9

3.264 3.791 4.712 16.1

2.619 3.065 3.550 17.0

56.6 27.5

18.6 36.6

12.9 9.3

78.7 13.9

-8.9 -38.0

28.3 21.5

12.5 49.2

12.9 30.7

31.4 12.6

24.3 22.6

15.8 21.9

ii) Exports

Agricultural products, foods,
beverages and tobacco	
Shoe industry	
Textile materials and products.
Metals and metal products...
Automobiles and spares 	
Other means of transport	
Other engineering products . .
Chemical products	
Other exports	

Total Exports	

11. Total minus 1 and 5.

408 461 446 13.0 -3.3

70 79 93 12.8 17.7

381 413 453 8.3 9.6

128 126 129 - 1.6 Z3

173 234 234 35.2 0.0

141 118 129 -16.4 9.3

576 645 745 13.7 15,5
376 416 448 10.6 7.6

370 424 477 14.5 12.5

2.614 2.916 3.154 11.5 8.2

2.033 2.221 2.474 9.2 11.5

- 7.7

13.3

15.3

16.6

14.0

-11.8

13.0

14.0

28.2

12.0

15.5

Source: I.S.T.A.T., Statistic* del Commercio con l'Eslero.

Invisibles and transfers

39. As shown in Table 8, the important structural surplus on services
and transfers (of the order of $ 1.2 billion) declined slightly in 1963.
The principal reasons were: the smaller growth of tourist receipts;
increased Italian travel abroad; a higher deficit on transport; and
slower growth of workers' and emigrants' remittances, reflecting the
slowing down of emigration. The decline continued in the first quarter
of 1964, but there has been an improvement in the recent period.
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Table 9c. SHARE OF ITALIAN EXPORTS

$ Million ; monthly averages.

1961 1962 1963 1964

1st

QTR.

2nd

QTR.

3rd

QTR.

4th

QTR.

1st

QTR.

2nd

QTR.

3rd

QTR.

4th

QTR.

1st

QTR.

2nd

QTR.

3rd

QTR.

4th

QTR.

1st

QT*.

1. Italy	 325

2,576
4,325

331

2,686
4,439

358

2,652
4,354

392

2,867
4,782

376

2,795
4,610

384

2,286
4,964

388

2,745
4,497

418

3,052
5,069

395

2,832
4,727

413

3,144
5,129

430

3,087
5,018

454

3,467
5,719

442

3,390
5,356

2. E.E.C	

3. O.E.C.D. Europe 	

1 as % of 2	 12.6

7.5

12.3

7.5

13.5

8.2

13.7

8.2

13.5

8.2

13 6 14 1 13.7

8.2

13.9

8.4

13.1 ' 13.9
8.0 8.5

13.0

7.9

13.0

8.21 as % of 3	 8.2 8.6

KJ
OC Source: O.E.CD. General Statistics.



Capital movements and reserves

40. The very sharp increase in unidentified outflows of private
funds makes it difficult to interpret capital movements. Foreign exchange
expenditure by the authorities for the re-purchase of Italian banknotes
almost doubled in 1963 and amounted to nearly S 1.5 billion. To a
large extent, these were the counterpart of recorded capital inflows
which, in reality, concealed purchases of Italian assets by Italian resi¬
dents. (The point of this operation lies in the fiscal advantages gained
thereby.) For the remaining part, they reflected capital flight abroad.
Moreover, leads and lags in payments seem to have developed un¬
favourably for Italy last year. In early 1964, the capital outflow seems
to have continued on a considerable scale prior to the announcement
of the measures of international support for the Italian balance of
payments ; however the new measures have put a brake on the capital
flight.

41. The external deficit was financed in the first eight months of
1963 through considerable borrowing abroad, mainly in the Euro¬
dollar market, by the Italian commercial banks. Their net debtor
position (in foreign exchange and fire) reached a peak of about

Diagram 3. FOREIGN TRADE

$ million r ,.
b-month moving averages

A. TOTAL IMPORTS AND EXPORTS

(adjusted foi seasonal variations)

Imports B

MO

Exports

300 t_l	i i i i i i i	i_i_j
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Source: O.E.C.D. Foreign Trade statistics.

Latest monthly figures.
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$ 1,370 mil'ion in August, compared to $ 600 million in December 1962
and to $ ISO million in October 1962 (when the freedom to borrow
was restored). After new regulations had prevented further borrowing
by the commercial banks, their net debtor position declined steadily
and in March 1964 was some $ 300 million below the August peak.
Thus, from the end of last summer, it has been the official reseives
which felt the main impact of the balance of payments deficit. They
fell by $ 750 million in the six months to February 1964 when they
stood at $2,736 million1. In March, after the drawings on I.M.F.,
gross reserves increased by $ 88 million.

1. Taking account of other net liabilities of the monetary authorities and
subtracting the commercial banks' total debtor position, the overall net reserves
stood at about $ 1.4 billion. This calculation does not include I.M.F. drawing
rights and other second line reserves.
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Table 1. NATIONAL PRODUCT AND EXPENDITURE

Billion lire.

9.

10.

11.

12.

13.

AT CURRENT PRICES

1960

Private consumption	12,235
Public consumption	 2,896
Gross fixed capital formation	 4,441
Changes in stocks	 305
Exports of goods and services	 3,41 1
Total use of resources	23,288
Imports of goods and services	 3,351

Gross national product at market prices	 19,937

Gross domestic product at factor cost1	 17,497
of which:
Agriculture, forestry and fishing	 2,993
Mining, manufacturing and public utilities	 6,358
Construction		 1,276
Other (transport, commerce, banking, public administra¬
tion and miscellaneous services)	 7,045

1961

13,305
3,175
5,099

295

3,908
25,782

3,760

22,022

19,211

3,397
7,044
1,430

7,682

1962

15,006
3,645
5,846

300

4,357
29,154

4,365

24,789

21,621

3,668
7,848
1,711

8,732

1963

17,543
4,452
6,537

235

4,829
33,596
5,410

28,186

24,945

3,797
8,982
1,966

10,200

I960

12,204
2,699
4,408

319

3,493
23,123

3,516

19,607

16,981

2,754
6,515
1,232

6,665

AT 1958 PRICES

1961

13,142
2,832
4,948

307

4,061
25,290
4,056

21,234

18,387

3,143
7,180
1,348

7,062

1962 1963

15,485
3,123
5,690

221

4,781
29,300

5,634

22,584 23,666

14,122
2.955

5,381
298

4,496
27,252
4,668

3,166
7,853
1,468

19,565 20,530

3,129
8,517
1,540

7,418 7,795

1. Adjusted to offset some duplications in estimates by sectors.

Sources: Italian submission to the O.E.C.D.



Table II. INDUSTRIAL PRODUCTION

Monthly averages : 1953 -= 700.

0\

Unadjusted Index:

1. Mining	
2. Manufacturing	

3. Textiles	

4. Food and drink	

5. Base metal industries 	

6. Engineering goods 	
7. Transport equipment 	
8. Chemicals	

9. Miscellaneous petroleum products . . .
10. Artificial textile products and cellulose

11. Electricity and gas	
12. General Index	

Adjusted Index:

1 . Investment goods	
2. Consumption goods	
3. Intermediate products 	
4. General Index 	

1960

183

184

127

153

228

164

228

242

228

285

160

182

188

162

215

182

1961 1962 1963

198 199 190

205 226 246

126 136 140

159 168 189

248 260 275

189 196 213

256 301 355

293 335 364

256 304 347

326 420 478

171 183 198

202 222 241

210 226 243

174 190 209

249 279 304

202 222 241

1st

QTR.

184

236

141

181

273

212

333

338

332

440

202

232

236

200

291

232

1963

2nd

QTR.

185

249

141

173

283

226

374

365

329

472

192

243

250

209

301

243

3rd

QTR.

190

237

131

170

265

193

341

368

352

457

190

233

239

208

302

239

4th

QTR.

202

262

145

231

279

222

373

386

376

532

209

257

248

218

321

251

201

256

129

199

274

212

380

393

395

572

229

252

246

217

329

251

1964

203

247

140

181

270

216

380

311

396

539

210

243

251

215

299

246

march

203

257

141

177

269

211

362

397

405

571

214

252

246

217

332

252

Sources: I.S.T.A.T. and I.S.C.O.



Table III. OTHER BUSINESS INDICATORS

Monthly averages.

1962

1962 1963 1964

UNIT OF BASE 1959 1960 1961 1963 , t
1st

HALF

2nd

HALF

1st

HALF

2nd

HALF

1st

QTR.

Building activity: Thousands
Buildings completed	 of rooms 169 169 185 214

344

5,263
5.8

237 180

407 329

4,146 5,081
5.5 5.2

247

360

5,445
6.5

195

413

3,980
4.8

278

401

4,311
6.3

Building plans approved 	 240 220 264
Number of working days in public works . Thousands 7,340 6,878 6,486
Value of public works begun 	 Billion lire 5.9 6.1 6.5

Consumption:

Retail sales (in department stores) 	 1955 = 100 157 179 194 210

52.8

242 185

76.3 53.4

250

51.4

212

77.9

272

74.8 86.3

Source: I.S.T.A.T. Bollettino meuile di sutiitica.



Table IV. EMPLOYMENT

In thousands.

oo

1. Labour force1:

Male	

Female	

Total	

2. Employment2:

In the country
Agriculture	
Industry	
Other 	;	

Total	

3. Unenployment 	

4- Registered in labour exchanges'
5. Emigration (net)	

1959

14,859
5,544

20,403

6,066
6,928
5,883

18,887

1,117
1,689

AVERAGE figures

1960

14,882
5,602

20,484

6,028
7,201
6,001

19,230

836

1,546
192

1961

14,826
5,701

20,527

5,689
7,466
6,140

19,295

710

1,407
177

1962

14,737
5,768

5,474
7,693
6,200

611

1,162
181

1963

14,710
5,760

20,505 20,470

5,206
7,943
6,304

19,367 19,453

504

1,059
125

JANUARY

1963 1964

14,310 14,501
5,738 5,727

20,048 20,228

5,138 4,918
7,845 8,035
6,263 6,560

19,246 19,513

802 715

1,344 1,236

1. Including workers abroad.
2. Includes temporary workers for the samples January 1963 and 1964.
3. Categories I and II.



Table V. PRICE INDICES

Averages.

1963 1964

1960 1961 1962 1963

1 u m IV JAN. FEB. MARCH APRIL

Wholesale prices : (1953 = 100)

Agricultural products	. ... 102.0 103.8 112.8 119.8 120.4 119.2 117.8 121.7 121.1 119.5 118.9 118.0

Non-agricultural products		 97.9 97.7 99.2 104.0 102.2 103.3 104.2 106.4 107.9 108.2 108.5 108.5

General index		 98.8 99.0 102.0 107.3 106.0 106.7 107.0 109.6 110.7 110.6 110.7 110.5

Consumers' prices : (1953 = 100)

. ... 113.4 113.8 118.8 128.6 126.8 128.3 128.0 131.3 132.5 132.4 132.4 132.3

. ... 103.6 103.5 108.8 115.4 112.7 114.9 116.3 117.7 119.3 119.6 120.8 121.0

. ... 135.6 146.3 153.5 164.6 161.2 163.0 165.1 168.9 172.0 172.8 173.4 174.1

General index		 115.4 117.8 123.3 132.5 130.1 131.9 132.5 135.4 137.2 137.4 137.8 138.0

Cost of living1 : (1938 = 1)

. . . . 75.30 76.54 80.55 87.29 85.75 87.08 87.25 89.08 116.2 116.2 116.5 116.9

Clothing	. . . . 65.98 66.29 69.00 73.30 71.83 72.86 73.49 75.02 114.3 114.9 115.8 116.2

Housing	. . . . 55.01 62.37 70.03 79.31 76.69 78.94 80.12 81.49 129.7 129.8 129.8 131.2

General index		 68 42 70.42 74.52 81.07 79.34 80.72 82.23 82.97 116.8 117.1 117.6 118.1

1. From January 1964, new cost of living index, 1961 100.

Source: I.S.T.A.T.



Table VI. WAGES AND SALARIES

Indices: 1938

è

A. Minimum Contractual Wage Rate

1. In agriculture	
2. In industry	

of which :
In manufacturing	
In construction	

3. In transport	
4. In commerce	

B. Minimum Contractual Salary Rate

1. In industry	
2. In commerce	

3. In public administration	

EXCLUDING FAMILY ALLOWANCES

ANNUAL averages

1961 1962 1963

105.86

89.54

91.27

84.57

79.16

86.39

70.41

79.07

73.18

121.73

99.62

147.70

113.88

101.00 115.87

98.08 110.12

99.62 113.88
91.76 103.61

76.91 91.73

84.35 97.88

85.85 112.24

DEC. ! APRIL

1963 1964

157.97 163.15

119.97 131.52

120.45 129.77

121.49 145.52

119.97 111.89

107.08 112.85

96.22 112.05

101.51 107.29

115.33 115.33

INCLUDING FAMILY ALLOWANCES

ANNUAL AVERAGES

1961 1962 1963

122.48

101.24

98.09

106.86

99.97

103.72

77.21

87.34

76.98

DEC. APRIL

1963 1964

142.72 158.24 164.86 167.85

109.50 121.23 126.83 136.68

105.10 117.04 120.67 127.21

119.59 130.24 140.34 161.69

108.99 115.39 117.74 130.05

108.88 119.25 122.36 127.66

82.98 94.68 98.46 103.67

91.96 103.18 106.26 111.29

87.24 109.93 112.53 112.53

Source: I.S.T.A.T.



Table VU. MONEY AND CREDIT

Billion lire : end ofperiod.

1961

I. Money:

1. Monetary circulation1	 2,746
2. Sight deposits'	 5,892
3. Money supply1	 8,638
4. Savings deposits	 6,356
5. Post Office savings	 2,309

II. Central bank

1. Credit to Treasury	 729
2. Credit to banking sector» 	 802

HI. Other banks

1. Total bank deposits	 11,194
2. Credit	 8,539
3. Government securities	 2,231
4. Shares and debentures	 1,102

IV. Special Institutions for medium-

and long-term credit

1. Credit to private sector	 4,271

V. Capital market (per cent yields:
monthly averages)

1 . Government securities	 4.93

2. Other securities	 5.52

3. Shares	 2.65

Annual capital market issues:
1. Government securities	 416.8

2. Other securities	 749.3
3. Shares	 135.3

4. Total capital market issues 	 1,301.4

1962 1963 1964

1st QTR. 2nd qtr. 3rd qtr. 4th qtr. 1st QTR. 2nd qtr. 3rd qtr. 4th qtr. 1st QTR.

2,529 2,643 2,796 3,135 3,036 3,190 3,264 3,576 3,537
5,871 6,167 6,393 7,040 7.036 7,194 7,449 7,882 7,559*
8,400 8,810 9,189 10,175 10,072 10,384 10,713 11,458 11,096*
6,569 6,719 6,991 7,490 7,702 7,821 8,024 8,503 8,547*
2,372 2,402 2,458 2,611 2,684 2,722 2,779 2,814 2,895*

543 317 391 664 877 804 926 1,403 1,339
696 837 859 1,050 993 1,213 1,159 1,480 1,630

12,187 12,594 13,100 14,165 14,419 14,679 15,134 15,980 15,785*
8,704 9,194 9,522 10,542 10,868 11,481 11,940 12,755 12,572*
2,329 2,381 2,418 2,206 2,317 2,302 2,331 2,262 2,337*
1,207 1,261 1,330 1,501 1,559 1,612 1,704 1,812 1,829*

4,550

4.81

5.59

2.82

4,746 5,058 5,400 5,673 5,914 6,156 6,414

5.42

5.87

3.31

5.31

5.99

3.57

4.88

5.95

3.45

608.2

971.9

62.0

1,642.1

4.92

5.87

4.00

5.19

5.98

3.61

5.44

6.21

4.01

5.62

6.42

3.92

267.4

1,143,9
-71.3

1,340.0

5.86

6.92

4.24

1. Firindwig cash in the banks, except 1964.
Z Including cashiers cheques.
3. Including credits to special credit institutions.
4. End of February.

Source: BoUettino, Bank of July.



Table VIII. BALANCE OF PAYMENTS
Million J.

^7

A. Current items:

1. Imports (f.o.b.)	
2. Exports	
3. Trade balance	

4. Foreign travel	
5. Workers' remittances	

6. Other services	

7. Balance on services	

8. Balance on goods and services 	

9. Private transfers	

10. Public transfers	

11. Current balance	

B. Capital movements, non-monetary sector:

12. Private	

13. Public	

14. Total	

C. Errors and omissions:

15. Repatriation of Italian banknotes 	
16. Other	

17. Total	

18. Sub-total (B + O	

D. Monetary changés:

19. Changes in official reserves ( = increase) 	
20. I.M.F. position	
21. Other official	

22. Foreign position of commercial banks 	
23. Total	

1960 1961 1962 1963

4.204 4,659 5,459 6,725
3,570 4,103 4,581 4,946
- 634 - 556 - 872 - 1,779

548 647 724 749

151 190 260 281

32 - 45 - 106 - 197

731 792 878 833

97 236 0 - 945

255 316 347 338

- 35 - 43 - 53 - 20

317 509 294 - 627

304 500 541 1,485
47 32 9 - 355

351 532 550 1,130

- 185 -330 - 766 - 1,463
- 41 - 133 - 28 - 284

-226 -463 - 794 - 1,747
+ 125 + 69 -244 - 617

- 127 - 340 - 22 - 384

- 175 40 - 23

- 47 - 102 -498 233

-268 40 430 650

-442 -577 - 50 1,244

Sources: Bank of Italy.



Table IX. GEOGRAPHICAL DISTRIBUTION OF ITALIAN FOREIGN TRADE

Monthly averages ; million f.

1963

1961 1962 1963

Total imports	 438 508 631

1. From E.E.C; countries 	 129 158 207

of which : France	 40 45 61
Germany (F.R.) ..'.	 68 86 107

2. From other European O.E.C.D. coun¬
tries	77 93 111

of which : United Kingdom 	 24 32 38

3. From United States and Canada 	 79 80 93

4; From other countries 	 153 177 220

Total exports	 351 391 423

1. To E.E.C. countries	 110 136 150

of which: France	 27 36 44
Germany (F.R.) 	 63 75 76

2. To other European O.E.C.D. countries 88 94 96
of which : United Kingdom 	 ..... 24 23 22

3. To United States	 36 41 43

4. To other countries	 117 120 134

Source: O.E.C.D. Foreign Trade Statistics.

1st

HALF

602

195

58

100

105

37

89

213

404

142

43

71

95

22

40

126

2nd

HALF

660

219

64

113

117

40

97

227

442

158

45

80

97

23

46

141

1962

OVER

1961 %
INCREASE

16.1

22.2

12.5

26.4

20.7

33.3

1.2

15.6

11.3

23.6

33.3

19.0

6.8

-4.2

13.8

2.5

1963

OVER

1962%
INCREASE

24.2

31.0

35.5

24.4

19.3

15.6

16.2

24.3

8.2

10.2

22.2

1.3

2.1

-4.4

4.8

11.6

1963

550

176

52

92

112

35

83

179

376

135

40

69

89

20

36

116

1964

707

239

77

119

130

42

98

240;

436

161

53

73

117

25

53

105

%
INCREASE

1964

OVER

1963

28.5

35.7

49.5

28.6

16.0

18.8

18.0

34.0

15.9

19.2

32.5

5.7

31.4

25.0

47.2

- 9.5



O.E.C.D. SALES AGENTS

DÉPOSITAIRES DES PUBLICATIONS DE L'O.C.D.E.

ARGENTINA - ARGENTINE
Editorial Sudamericano S.A.,
Alsina 500. BUENOS AIRES.

AUSTRALIA AUSTRALIE
B.C.N. Agencies Ply. Ltd..
62 Wellington Parade. East MELBOURNE, C.I.

AUSTRIA - AUTRICHE

Gerald & Co.. Graben 31, WIEN 1.
Sub-Aflenl: GRAZ: Buchhandlung Jos. A. Kien-
reich, Sackstrasse 6.

BELGIUM - BELGIQUE
N.V. Standaard-Boekhandel,
Huldtvettersstraal 57, ANVERS.
BRUXELLES : Librairie des Sciences (R. Sloops),
76-78, Coudenberg.

BRAZIL - BRESIL

Llvraria Agir Editôra,
Rua Mexico 98-B. RIO DE JANEIRO.

CANADA

Queen's Printer - Imprimeur de la Reine,
OTTAWA.

Prepayment of all orders required.
Les commandes sont payables d'avance.

DENMARK - DANEMARK

Ejnar Munksgaard Forlag, Nôrrcgade 6,
KOBENHAVN K.

FINLANDE

Kirjakauppa, Keskuskatu
FINLAND

Akateeminen

HELSINKI.

FRANCE

Bureau des Publications de l'O.C.D-E,
2, rue André-Pascal, PARIS (16*).

Principaux sous-dipjositaires :

PARIS : Presses Universitaires de France,
49, bd Saint-Michel, 5e
Librairie de Médicis, 3, rue de Médicis, 6e

Sciences Politiques (Lib.), 30, rue Saint-Guillaume, 7*
La Documentation Française, 16, rue Lord Byron, 8°
BORDEAUX : Mollat.

GRENOBLE : Arlhaud.

LILLE : Le Furet du Nord.
LYON II' : L. Domorlière.

MARSEILLE : Maupelil.
STRASBOURG : Berger-Levrault.

GERMANY - ALLEMAGNE

Deutscher Bundes-Verlag G.m.b.H.
Poslfach 9380. 53 BONN

Sub-Agents : BERLIN 62 : Elwerl & Meurer.
MUNCHEN : Hueber. HAMBURG : Reuter-

Klockner; und in deii massgebenden Buchhand-
lungen Deutschlands.

GREECE - GRECE

Librairie Kauffmann, 21, rue du Stade, ATHÈNES.

ICELAND - ISLANDE

Sncbjôrn Jânsson & Co, h.f., Hafnarstraeli 9,
P.O. Box 1131, REYKJAVIK.

INDIA - INDE

International Book House Ltd.,
9 Ash Lane, Mahatma Gandhi Road, BOMBAY 1.
Oxford Book and Stationery Co. :
NEW DELHI. Scindia House.

CALCUTTA, 17 Park Street.

IRELAND - IRLANDE

Eason & Son, 40-41 Lower O'Connell Street,
DUBLIN.

ISRAEL

Blumstein's Bookstores Ltd.,
35 Allenby Road, and -48 Nahlath Benjamin St.,
TEL-AVIV.

ITALY - ITALIE

Llbrcrla Commissionaria Sanson)

Via La Marmora 45. FIRENZE.
Via Paolo Mercuri 19/8, ROMA. Cor*o Cavour 93,
BARI.

Sous -Dépositaires GENOVA: Llbrerla Di
Stefano. MILANO : Llbrerla Hczpll. NAPOLI :
Librerla L. Cappelll. PADOVA : Llbrerla Zannoni.
PALERMO : Llbrerla C. Cicala Inguagglato. ROMA:
Llbrerla Rinoll, Llbreria Tombolini. TORINO:
Llbrerla Lattes.

JAPAN JAPON

Maruzen Company Ltd.,
6 Tori-Nichomo Nlhonbashi, TOKYO.

MOROCCO - MAROC

Éditions La Porte, Aux Belles ImaQts,
281, avenue Mohammed V, RABAT.

THE NETHERLANDS - PAYS-BAS

Wholesale Agent: Meulenhoff & Co., N.V. Impor-
leurs, Beullngstraat. 2, AMSTERDAM C.
Principal Retailer : W.P. Van Slockum & Zoon,
Bultenhof 36, DEN HAAG.

NEW ZEALAND - NOUVELLE ZÉLANDE
Government Printing Office,
20 Molesworth Street (Private Bag). WELLINGTON
and Government Bookshops at
Auckland (P.O.B. 5344)
Chrislchurch (P.O.B. 1721)
Dunedin (P.O.B. 1104) .

NIGERIA

University Bookshop Nigeria Ltd.,
University College, IBADAN.

NORWAY NORVÈGE
A/S Bokhjornet, Lille Grensen 7, OSLO.

PAKISTAN

Mirza Book Agency. 65, The Mall. LAHORE 3.

PORTUGAL

Llvraria Portugal, Rua do Carmo 70, LISBOA.

SOUTH AFRICA - AFRIQUE DU SUD
Van Schaik's Book Store Ltd.,
Church Street, PRETORIA.

SPAIN - ESPAGNE

Mundi Prensa, Caslelli 37, MADRID.
Libreria Bastinos de José Bosch, Pelayo 52,
BARCELONA 1.

SWEDEN SUEDE

Fritzes, Kungl. Hovbokhandel,
Fredsgatan 2, STOCKHOLM 16.

SWITZERLAND SUISSE

Librairie Payot, 40, rue du Marché, GENÈVE,
et à LAUSANNE, NEUCHATEL, VEVEY,
MONTREUX, BERNE, BALE et ZURICH.

TURKEY - TURQUIE
Librairie Hachette, 469 Isliklal Caddesi, Beyoglu,
ISTANBUL et 12 Ziya Gbkalp Caddesi, ANKARA.

UNITED KINGDOM and CROWN
COLONIES - ROYAUME-UNI

H.M. Stationery Office, P.O. Box 569, LONDON,
S.E.I.

Branches at: EDINBURGH, BIRMINGHAM.
BRISTOL, MANCHESTER, CARDIFF, BELFAST.

UNITED STATES OF AMERICA

McGraw-Hill Book Company, O.E.C.D.-Unit,
TMIS Annex, 351 West 41«t Street,
NEW YORK 36..N.Y.

YUGOSLAVIA YOUGOSLAVIE

Jugoslovenska Knjiga, Marsala Tlta, 23, P.O.B. 36,
BEOGRAD.

Les commandes provenant de pays où l'O.C.D.E. n'a pas encore désigné de dépositaire
peuvent être -adressées à :

O.C.D.E., Bureau des Publications, 2, rue André-Pascal, Paris (16*).
Orders and inquiries from countries where sales agents have not yet been appointed may be sent to

O.E.C.D., Publications Office, 2, rue André-Pascal, Paris (16').

O.E.C.D. PUBLICATIONS, 2, rue Andre-Pascal, Paris XVI'. July 1964. No. 17,533.

PRINTED IN FRANCE.




