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War Demage and Reconstruction Needs in Italy J.H.F.

The Italien Government and the illied Control Commission
havs released a summary of a joint investigution into the wer damage
suffered by Central and Southern Italy. The report covers 38 provinces
wita & population of 19 million, representing more thun LO per cent of
the entire country, und is based upon conditions in Soptember 19LL.
About 655,000 people werce ebsent, either as prisoners of wer or hecause
they hed boen interned, deported, or exiled by the fascist Govormment
or the Germcns. About 100,000 housus haed been destroycd and 23l,,000
wore demaged. Loss thun 8,000 motor vehicles of all kinds (passenger
cars, motorcyclos, trucks) wore countod, meny of them in buad condition.
Of £ll1 industricl equipment (buildings, machinory, inventory), veluod
&t the equivalont of 660 million dollars in 1939, one-third hud becn
dostroyed or romoved, including 100 million dollars worth of machinery.
about 130,000 gcres of forost woro dovastatod, togethor with 90 million
grapcvines and 9 million olive, fruit, «nd similar trees. Almost 500,000
ccros of rocleimed lund hud beon lost aguin to cultivetion. Livestock,
cspocielly cettle, had boen doploted by ono-third botwoon 1942 end 19Uk,
lergely «s « rosult of Gormen requisitions. Only onc-tenth of cgri-
cul tural tools ¢nd mechincery hid bacn dostroyed or removad, but tho
remaining mechanicel cquipment could not bo used to cupacity boecauso
fuel supplies were onc-third of the roquirod quentity. The grain hervest
foll from 12.7 million motric quintals in 1942 to 5.8 million in 190L;
for 1945 «n incroase to not morc then 6.1 million quintels wes oxpected.
This decline was lurgely duc to tho luck of commerciul fortilizer, os-
pociully phosphates, seles of which dropped in 194l to less then 3 per
cent of the 1939 lovel.

The finencial wspoct of the probleom is cqually dark. 1In
Fetruary 1945, tho cost of living in Rome wes more thuen 13 timos cs
high as in the fall of 19L0., Prices of foodstuffs hed inervasod to 22
times, but tho average wege income to only 5-1/2 times the 1940 level.
It is true that this income wus ebout doubled by roceipts from the sale
of personal belongings, by rolief peyments, cnd especially by bluck-
merket sctivitios. Noverthcloss, the aversge incomo of a worker's
forily of five amounted to only about 10,200 lirc per month whilc it
would heve had to spond 11,800 lire to buy foodstuffs corrosponding to
ite poaceo-time diet. One-third of the culoric contont of the prcsant
average diet is dorivod from rotioned foodstuffs sold at official
prices, snd two-thirds from purchascs in tho black merket; ccquisition
of the latter portion requires nino-tenths of the total food budgot.

In Northorn Itely the situction is bottor. Industriel fi.-
cilities have sufferod littlo damage, «nd the price lovel is sub-
stontielly lower then in tho South. It is expected thut Northern
incdustries will be able to supply the country with & lurge purt of the
products needed for rohebilitation and roconstruction, oxpeceiclly tex-
tiles, chomiculs, and muchinery. The most urgently noodod imports aro
foodstuffs (mainly grein cnd duiry products), cocl, cotton, pctrolecum
products, rubbern, iron &nd stecl, und particularly trunsportation
material (railroad equipment, trucks, merchant vessels), The cost of
those imports hus been cstimatcd «t 600 million dollurs, which is sub-
stanticlly less then provious estimates, but substantially morc then
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the cmount of foroign exchenge aveilable to tho country. The Italian
Govormmont hius been creditcd with 100 million dollers cs the cquivelont
of oeyments made in AM lirc to United Statcs crmed foreces in Italy, and
«n ndditionel 50 million dollurs will probebly be credited in tho neur
future. The Itelien economy &lso hes st its disposul tho equivelent

of doller wnd pound sterling rcmittances sent by emigronts to their
reletives ot home, «nd roceipts from the smell volume of Itclian ex-
ports. The sum of all theso items, however, would still be 1400 million
dollers less than the estimated cost of imports. taly is not eligible
for lend-losse cid or to recoive frco supplies from UNRRA, und the
question of how to finunco the dosircd imports is still unscttled.



WORLD INCOME, 1929-1937

Rendwell Hinshew

Netionel-income date exist for a sufficiont number of countries
to werrint at loust tho cttempt to construct & moaningful world-income
index for the highly intorosting period 1929-1937. Exccpt for o fow
isolated omissions, consecutive nationsl-income figurcs over this
period can be obtaincd for more than twenty countries, including all
tho mejor industriel nations. The various series of course differ
widely in rcliebility end, bcceuse of conceptusl difforonces, are
frequently not strictly compereble. Those difficulties, howevor,
can ensily bo exsggerated, perticulurly if w«ll thot is desirod is
on index. While the indexes in this study wro obteincd from income
totals expressoed in dollars, it is the indexos rather thun the totels
on which chief reliance should be pluaced.

Theoretieol Difficultics

The mujor problem in constructing dollar totals of incomo
for & group of countries is to find uppropriatec rates at which to
convert income figures exprosscd in tho various nationsl curroncios.
Severel possibilities suggest themselves. The most obvious, «nd
probebly the least satisfectory, solution is to convert cll figures
at actuel (snnual-cverego) oxchange rates., This method would not be
ineppropriate in & world in which exchange retes werc in substantial
ggroement with purchasing-powor purities, but the world of the
tthirtics was of ¢ differont chearacter. It wes a world, morcover,
in which systoms of dual or multiplc oxchunge retes worce not uncommon,
thus meking it occasionally necessury, in using the sbove mcthod, to
chcose somewhat crbitrarily from among two or more rates, nonc of
which were necessarily neer cquilibrium.

A more sutisfactory, though theoreticully inadcquate, mothod
of combining income figures cxpressed in various curroncies would be
to employ fixed exchange r.tos throughout--either the exchange rates
of & perticular year or an cvercge of tho exchenge retes for tho

‘poriod., This method has the quelity of mcintaining without dis-
tortion, for coch country, the recletivo chunges in nationsl income
ts oxpressed in the original currency.

Neither current nor fixed exchenge rates, however, provide
en idesl besis for combining income totals. A more cdoquate method
of summotion would be to employ purchasing-power-psrity rates, since
whet is needed is & measure, for any given yeer, of how much foreign
incomoes cen buy (internslly) in terms of dollurs.

In this study, cach of the abovo mothods hus beon employced,
thus meking it possible to determine the degroc to which the choice
of meothod affects tho estimates. '



- 2 -

World Monsy Income, 1929-1937

Tablo 1 conteins threc indexos of world money income, to-
gether with the respective incom¢ totals from which they have been
dorived.

TABLE 1
MONEY INCOME OF TWENTY-ONE COUNTRIES

(Billions of Dollars)

a Index § Indoex g_ Index
1929 162.3 100 162.3 100 175.5 100
1930 143.8 89 143.5 88 156.4 89
19351 117.7 73 119.8 7L 130.2 7L
19%2 89.2 55 G8.5 61 10L.4 €0
1933 102.8 63 102.1 63 105.9 €0
193l 126.7 79 112.3 49 118.1L &7
1935 136.L aly 121.6 75 129.4 7L
1936 150.8 93 136.0 8l 142.9 81
19357 159.5 98 1L9.4 92 155.2 €8

4. Totzl monuy income «t actual (ennual-averege) exchange rates.
B. Total money income ot 1929 oxchangeo reates.,
C. Totsl money incomo &t purcheasing-power-puarity rates.

The indexes are based on figurcs for twenty-one countrics.! These
countrics in 1928 uccounted for slightly more than two-thirds of the
velue of internationel trede. The first indox shows the relative
change in total money income as culculeted ot actucl (annusl-evereago)
exchange rates. 1In thc sccond series, the income toteols are computed
on the basis of the exchangoe rates prevailing in 1929. The third
index is derived from income totels celculeted ot purchesing-power-
parity retes, which werc computoed from cost-of-living indoxes in the
conventional way, with 1929 as base yocar. However, instead of as-
sunning that tho oxchenge ratos prevailing in 1929 cccurately roflected
purchasing-power parities, it wes assumcd that thoy diverged from
purchasing-powor oquilibrium to the extent indicated by Colin Clerk

in his table comparing tho estimeted price levels of wvirisus countries
&t 1929 exchange rotoes, e Thus, where possible, the 1929 retes wero
tdjusted by an wmount which, eccerding to Clark, would huve cquelized
theso price levels. Clark docs not give figures for ¢ll tho cHhuntries
represontcd in this study; where his ¢stimates src not availaeblce, the
unt.djusted 1929 cxchango ratos heve been uscd as base figurecs.

1Thc countries ere Austrelia, Austriz, Belgium, Bulgerie,
Ceanada, Czcchoslovakica, Demmerk, Estonie, Finlend, France, Germany,
Hungary, Jopen, the Netherlands, New Zcalend, Norwsy, Swoden, Switzer-
loend, the United Kingdom, and tho United States. A reel-incomc serias
is aveiluble for the Sovict Union, moking it possible to include
Russie in the rewl-income index, discussed below,

2Colin Clark, The Conditions of Economic Progress (19L0),

p. 51.
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Of the threo sorics, tho third is undoubtodly the most moen-
ingful. On tho assumption thet the underlying data arc reliable, it
shows how much, per snnun, tho totel income of this group »f countriecs
could buy intornally in torms of curront dollers.

The throee indexoes cre plotted in Chart 1. Roughly speoking,
all three indexes tell the semo story. Between 1929 and 1932, total
noney income foll by somothing in the neighborhond »f LO per cent,
tnd «ftor 1933 recovered steedily, so that by 1937 it wes not far
bolow thoe 1929 lecvel. Tho most conservotive picture of the degree
of recovery is provided by the index bused on purchesing-powor
perities, und it is this index on which major relienco should bo
plecods  However, it will bo noted that tho story which it tolls
is closely supported by the index based on 1929 exchange reatos;
the two series ere virtually congruent.

Those figurcs make possible & compearison betwoen the move-
ment of amorican income during this period and the movement of world
income. In Table 2, anericuan money incomo (Commorce sorics) is com-
pered with tho total income of the twenty-one countries, as computod
at purchuasing-power-parity rotoes.

TABLE 2
COMPARISON OF WORLD INCOME WITH AMERICAN INCOME

(Billions of Dallars)

A Indox E_ Indeox E_ Inlex E
1929 175.5 100 92.1 100 8%3.32 100 L7.5
19%0 156.4 89 87.6 95 68.9 83 Ll.1
19351 1%0.2 (n 75,7 82 5L.5 65 L.9
1932 104.4 60 6l 70 Lo.o L8 %8.3
1933 105.9 60 62.6 69 L2.3 51 39.9
193 118.4 67 68.9 75 L9.5 59 1.8
1935 129.L (n 73.7 80 55.7 67 L3.0
19%6 142.9 81 78.0 85 él.9 78 L5l
1937 155.2 88 83.6 91 71.5 86 L6.1

4s Total monoy income of the 21 countries &t purchasing-power-
perity rates.

B. A without the United Statos.

¢. Tational inesmo of the United States.

D. C es a percentage of 4.

Perhops tho most striking fact shown in this tuble is the
proominent position of American income in the total. For the period
covered in this study, imoricen ineome evereged L3.6 per cent of the
incone of the group ws & whole. If figures wore cveilcoble for all
the remaining countries of the world, the fractisn would probably
have been in the ncighborhood of Hne-third.



CHART 1

INDEXES OF WORLD MONEY INCOME, 1929 — 1937
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The teble also confirms the contentisn that the dopressiosn
wes considorably roro severc in the Unitod States thon in the rest
of tho world. Between 1929 cnd 1932, anorican moncy incomo dropped
by nore thun helf; for the othor twonty cruntries, the drop w.s lgss
thoen « third.

These conclusions are illustretod in Chart 2, which comperos
the lovel of samoricen monoy incomo during the period under considlore-
tion with tho lovel of incomo »f tho group as & whole. /s in Tebloe 2,
forcign incomes in this chart erc computed at purchasing-powor-parity
retos.

Wor..d Ronl Income, 1929-1937

Since ¢ost-of-1living indoxos are aveilablo for all tho
countries in thc ebove group, it is possiblo t> compute a reel-income
serios for cech country wnd o recl-income index for the group os o
wholce To counstruet this index, the vorisus incomc sorics woro first
oxprosscd in the origincl currcncies at 1929 prices (cost of living).
Each sories was thon convortod ints dollers ot the avereage purchoasing-
power-perity reate for the wholu poriod. Thus the British scrics, for
example, was convorted into dollears et & rete of 4,918 dollurs por
pound, the cverage purchusing-power purity for the period 1929-1937.
In this form, the verisus incomo figures for oach your wore edded,
end on index was mede of tho totels.

Since a real-inconc sorics oxists for the Sovict Union, it
wus possible to add Russia to the real-incomo index. .t the sug-
gostion of Dr. /bram Bergson, tho Russien figurcs woroe inflated by
25 por cent to moke thom compercblce with tho incomoe serios of tha
other mojor countriss, wnd were converted inte dollars ot o rote of
25 conts per ruble.

In Table 3, five rotl-income indoxos ere shown, four of which
are "world" inecoime serics. Thc first is o reel-ineome indox of the
entiro group of twonty-two countries, including the Soviet Union.

In -he sceand serics, Russia is oxeluded; in the third, tho United
States is excluded; wnd in the fourth, both countries arc omittod,
The fifth sorics is o roal-income indeox for the United States.

Those sorics &r¢ plotted in Chert 3. icesrding to the index
for all twenty-tw: countrics, real inecmo dropped by somcwhat less
than ¢ fourth boetween 1929 wnd 1932, wund by 1937 not only had re-
covered from this decline but wes 16 por cent higher than in 1929.
Since tho movement of resl income in noither Russia nor the Unitod
Stetes was typicel of tho rost of the world during this period, and
sinzo rcal income in both Russic and the Unitod Stetes comprisecs a
considerable fractiosn of world incomc, the inclusion or exclusion of
cithor »f these countrics substentielly effcocts tho world-income index.



CHART 2

WORLD MONEY INCOME, 1929 - 1937
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T/BLE 3

WORLD 'RE.L, INCOME, 1929-1937

s B < D B
1929 100 100 100 100 100
1930 92 91 99 97 85
1931 87 83 99 92 73
1932 78 74 ol 87 60
1933 83 79 98 91 67
1934 91 85 104 95 75
1935 98 91 111 99 82
19%6 109 99 120 103 a5
1937 116 105 128 108 101

/. Real inecomc of the 22 countrics.

Be 4 without tho Soviet Union.

C. . without thc United Statos.

D. . without the Soviet Union snd the Unitod Statcs,
B. Real ineomo of tho Unitod States.

During the period under consideoration, rouwl inenme in the Soviot
Union more than trobled, and indeed weas rmch highor in 1932 than
in 1929.l Mmorican rcal income, on thc othor hun?, dropped by

LO por cont betwgen 1929 and 1922--fur more sharply thoan in most
other countries. Conscquontly, when tho Unitod Statos is mmitted
fron the worrld-inconmo indox (with Russic loft in), the index <rops
by only 6 per cent botweon 1929 end 1932, ond is 28 por cont higher
in 1937 than in 1929. However, whon Russia is romnved from the
serics (with tho United States loft in), tho index drops by 26 por
cent from 1929 to 1932, and is only 5 per cont higher in 1937 than
in 1929,

In Teblo Ly, the twoenty-twe countrios arc listed in tho order
of their averuge rowl income over the poriond studied, The recl-inconme
figuros ero exprossod at 1929 pricos (cost of living), end aro con-
vorted into dollars ot the averuge purchasing-power-parity roate for
ct.ch.country,

1H0wovor, it should be notod thet the Russion figurcs tond
to oxaggoreto tho oxtont »f the increwse in Russian real income, for
two reasons. In the first ploce, the perinsd under consideration wes
cherecterized by the tronsfor to the state of certein houschold pro-
duction not previously cppocring in the income statistics. In the
segeond place, tho period wes merkod by tho cmoergonce »f mony now
products &pposring &t o time whon tho Russicn price lovel wus
sharply rising. The introaduction of new items in this situction
tended t» inflate the reasl-income sories, since the products werc
included in tho income figurcs at their initiel prices rathor than
tho prices ot which thoy would havo been producod ot the boginning
of the period,

2Howevor, /moricen reel incomo eppeers to heve complctoly
recoveraed by 1937; in fact, the index for 1937 is slizhtly higher
then for 1929.
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REAL - INCOME INDEXES, 1929 - 1937
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T/BLE L
LVER/GE RE.L INCOME, 1929-1937

(Billions »f Dollers ot 1929 Prices)

Lverage Por Cont
Rcoal Incono of Toteal

United Statos 68.14 39.8
Unitod Kingdom 20.6 12.0
Gormony 20.0 11.6
Scviet Union 17.5 10.2
Frence 11.0 6.4
JC.PCLn 8-7 5.1
Coneds 5.5 3.2
sustralisa 2.9 1.7
Notherlands 2.7 1.6
Boelgium v 2.5 1.5
Czochoslovekic 2.5 1.5
Swedon 1.9 1.1
Switzorlcond 1.8 1.1
Lustria l.2 o7
Hungary 1.1 6
Dormork .9 5
New Zoalend .7 A
Finlend NS .3
Bulgarin 5 5
Norwsay 5 .3
Chile i .2
Estonia o1 .1l

172,0 100%

unccording to thase figuros, tho five countrics with the
lergost incomes eccount for oxectly four-fifths »~f the totul, and
»f the total incomc of those five, the United States accounts for
ebrut half (h9.7 por cent)., Tho elovon countries with tho smallest
incomes (half the ontire number) account for snly 5.6 por cont of
the totel income of the group.

In Chart L, tw> of the indexus of world rocl incono--one
including, end the othor cxcluding, Russia-~are comparcd with the
Locguc of Netions indox of tho "quoentun" »f internutional trado.
leccording to those indexcs, the fall in tho volume of internctional
trede during the world depression was of virtuuwlly the semo pro-
portions as the fell in world recl income; if Russia is disrcgurded,
both variebles fell by 26 por cont betwoen 1929 cnd 1932, Rocovery
of tredo epporrs to heve boen moro gradusl than the rcecovery of rocl
incone; by 1937, howovor, the volume of internctinnal trede wos ot
eprroxinately the 1929 leval,



CHART 4

'INDEXES OF WORLD INCOME AND TRADE
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