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AN _aPFRATISAL OF THE DEVELOPYENT FROGRaM FCR SCUTH ITALY
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ing a ten~year pericd which started July 1, 1950. Participation by the Rank
h overing the annual doliar impect

&a
5 been requested to the extent of loans co
this progrem on Italian import requlrements.

The bagis for estimating the dollar impact of the program and the
ovar-all economic justification havebeen f vered in reports of the Loan
Departnent and the Economic Departments, so these points are not iacluded
in this report which is confined to an analysis of the public works categories
involved in the program with particular reference to the suitabiliity of the
projram as & basis for Bank participation. The specific projects tentatively
selected for financing with tne lira proceeds of & proposed first loan, are
gtill under study by the Cassa and will be covered in a later rencort. lost
of these projects fall outside the public works categories in which the Cassa
is presently authorized by law to operate.

This report is tased on numerous discussions with vurious representa-
tives of the Cassa and other Government agencles, documents submitted by trem,
and field ovservations by a Bank mission which wus in Italy during llerch and
April, 1951. The information which is available is not complete for the pur~
pose of a corprehensive technical and financial appraisal, but it is considered
adecuate to allow the Bank to reach a decision regarding the ‘suitability of
the putlic works program as a tesis for Bank purticipation to the extent which
is contemplated.

II. General Features of the Development Prograp

Prior to the elections of 1946, the people of southern Italy and
the islands were strong monarchists and politically showed & majority in
the Christian Democrat Party. The voting in the election of 1946 on the issue
of creating a republic showed a large rejority in favor of maintelning the
monarchy., The lefi-wing purties at this time.were able to show only a smull
minority vote. Foliocwing the defeat on the issiie of the republic in 1946,
however, and as a result of an intensive campaign by the Comm:nist Party
(based largely on promises of a distribution of land to small fermers by
breaking up large estates), a significant shift in large areas of the South
and on the islands -to sympathy with the Communist Party oecured during the

interval between 1946 and 1948 elections. 4n aggressive campaign for “land

reform and other neans of ohfa'jnlmr increased e_mploymant. was ‘storted which

the Government could not ignore und on,w}lch in fact, it was required to

l/ Report of the Italian Working Party on the Prosram for the Development
of Southern Italy and Possible Method of Bank Financing, dated July 27,
1950.
The Creditwvorthiness of Italy, prepared by a. Stevenson, dated aug., 15, 1950.
Ttaly's Tconomic Policy and Prospects prepared by 4. Stevenson, dated June
21, 1951.
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take some sction. The need for action was, in fact, forced upon the Govern-

ment as a result of foreceful . confiscation of scme lands in the South of

Italy by members of the Communist Party following the 1948 elections. Waile

the development of the south is an old issue in Italy, it is against this

background that the current development program for South Italy was asutho-

rwzed in an effort to counter the plans proposed by the Communists and to
crease, if possible, the political prestige of the Government in these
reas,

The categories of public works vhich the Cassa 1s presently autho-
rized by law to execute are a8 follows:

1. Kkoads

2 Agueducts znd sewvers

3. Land reclamation and irrigation

4. Flood and erogion control as relating to
land reclamation

5. Land transformation and settlement

6. Projects relating to the promotion of tourism

7. Industries ag limited to the processing of
egricultural products in land reclamation and land
reform areas.

Some funds are ineluded in the program for the construction of
buildings for pla ts to be used for the processing of agricultural products,
The availabl'ifx of such funds, howsver, is definitely limited, and such work

cannot be started until the fiscal year 1952-52,

With the exception of those concerned with land transformation and
aat++l o'nav_\"f' 4;:\ Tand rafarm A-\ u+r’|n+s +ha mg-\n\nni‘vr nf‘ +ha nrnianta in +ha
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Cassa pro/run are not new., Many of the reclamatlon projects were in progress
baefore the war. and additional nrogress has haan mada nn theasa Nroiacta
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since the end of the war. Studies on practically all reclamation and irri-
vt A vmamlaata T Pl memasmom hod laswm saamnlatsad hafana +ha Cavmotian af
Jation Pprojecis 1n e Prograil nuld oeen Compisiet Deldore uiae 1ormatior or
the Cessa. The same situation existed to a lesser extent with respect to
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program, Sel on and coordination of these projects has been actwvely
studied by SVIi h.a(-h]l;’, an independent Oi‘gaﬁlzatiun supported J.afge,z.y by the
contributions of private enterprlse,31nce 1947, and the Cassa pro ram is
buased .LdI‘fTe_L’f on nnese studies with some manI' cnanges and additions resul li-

ing generallj from political considerations,
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Prioy to the formation of the Cassa, all of the prowects in the
various ublic works categories were executed as the responsibility of the
appropriate ministries, Funds for the execution of tne projects were pro-
vided from government revenues in the ordinary budget. ‘Under this sysien

. R !

1/ associazione per 1o sviluppo dell'industria nel Mezzo710rno
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work on the various projects was relatively slow and, in fact, was discontinued
at intervals due to failure of the government to provide the necegsar; funds
in budget appropriations. The Cassa was created as an autonomous agency in
order to guarantee the availability of funds on a fixed schedule and to ex~
nedite the program to the maximum extent possible within the means available
to it. In the Cassa law an attempt is made to eliminate buresucratic and

other delays in the execution of the works. Funds for the Cassa operations
are derived from the counterpart of U.S. aid prozrams and from the ordinary

buc et, o

While most of the projects are not new, the operations of h Casgsa
.hgn]d make poasible quhqtanf1nllv sreater invastmwent during the 1 ten

10110 mexe YL liT SUlUoLallbinlly gitavtl lLUVBaulelilb

Geographically most of the projects included in the Cassa progrem are
confined to the regions of southern Italy including Abruz~i and Molise and
the islands of Sielly and Sardinis., Some projects have been included, however,
3 ammtann?l TeaTler Mhacn awma YTanastsAd 2m dha nuaglmana AP Toddmn 213 Tawacadnama
411 COMI VL G .I.UG.LJ- LILITOT QLT Jdviauvod Lid ch MAVUVLLIVOO Wi LG Lv.LJa. Qliu LJUDL[J.UIJG’
on the isle of Elba, in the communes of Rieti prov1nce and in the Tronto re-
PR RPN 1 S UG, [ RO SR o Sy, ST U SUUIGY .. SIS RN Jpeny 2 P R A 4 i ¥
CLali@ Ui UIl ULD LILLC Uy vonmplieve 1niormacvion -as UU buﬁ U&SLS -I-U S2ZheC Ll ]g LIl S
distribution o“ works 1s not available, but it is evident to the mission that
the areas included in the gram either contain important works which are

a 20 hich ar
present or present serious political problems
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The snecific categories in the Cassa program are discugsed separately
and in sore detail below,
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the overall program is confined to those road projects which fall outside of
the programs of reclamation, land settlement and tourism. In the latter

caterorles, the roads necessan/ for completion of the various developuents

are 1nc,.uaaq as a part, of the S‘{JGClIlC pro;}ecns. State roads also fell out-
side of the program exceplt in some cases where a provincial road, rehabilitated
or built with Cassa funds, may be subsequently taken over as a part of the
state network, The road program, therefore, includes onlj the rehabilitstion
of provincia} and communal roads and the eonstruction of scme new provincial
roads,

In the areas of gsouthern Italy and the islands in which the Cassa
is involved, there are approximately 21,000 km of provincial ard comrunal
roads of which only about 10% are bituminized. - This revpresents only about
«35 km of road per squere -km of area and corpares with 57 km of road in
central Italy and ,76 km of road in the north.  The Cassa program involves
ths rehabllltatlon of 10,700 km of these roads.< The actual work required
varies considerably from complete rebuilding of long sections to ordinary
patehing and resurfucing. In genura¢,,the:rehabix.tatlox projects do not
involve the use of bitumen surfucing. Some existing roads will be widened,



straightened, and provided with adequate drainage.

ConstrLctio" of new roads will be limited to 2,200 km. The
nrojects ere concerned largely with the completion of rca ds,whlch have
already been started, to outlying communities, and with connections be-
tween existing roads to complete provincial networks. Most of the new

2
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large amount of ¢ ttlnv and filling, as well as the construction of
brid;

uction, wilnh the sx %,
the road projects are located. I
generux, stone and gfava¢ will be obtained on the site by crushing an
sizing raterial blasted from cuis,or from nearby quarries. It is not

contemplated that any substantial amount of mechanical equipment will be
utilized in this program other than crushers and light rollers.

3o
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The individual projects in the program will be executed by the
provincial departments of civil works either directly or by contract with
privete construction firms. The Cassa may also contract with private
firms directly if no adequate organization exists in the province. In
any case, however, before funds are made availatle by the Cassa, the pro-
vincial government must enter into an agreement under which it agrees to
maintain all roads rehabilitated or constructed with funds provided by
the Cassa und to spend on the maintenance of roads outside the program
amounts equal to those provided by the Cassa. It is planned that a part
of the roads built or rehabilitated will be teken over by the state as a
part of the national network. In this case the provinces must agree to
assume responsibility for the maintenance of a proportionate lenzth of
comrunal roads in those cases where the corrunities are unable to provide
the necessary funds for this purpose,

The totsgl allocation by the Cassa of funds for the road program
amounts to L 90 billions, of which L 50 billions will be spent for the ra-
habllitation of existing roads and L 40 billions for new construction.
This amounts to an average of L 4.68 million ($7,500) and L 18,3 million
($29,300) per km respectively. actually, the cost of rehabilitation varies
by regions from L 3,9 million ($6,250) in Lezio and Lucania to L 5.8
million ($9,300) in aAbruzzi and Calabria, The cost of new ccnstruction
varies from L 7.3 million ($11,700) in Apulia to L 26,0 million ($41,600)
in Lezio., A breakdoun of the program into regions, showing the lengths
of roads to be canstructed and rehabilitated, and estimated zo0sts, is
glven in Table I, '

ti on and new constructicn apvears to
roads which will he built and the lahor

The cost of both rehabi
be highs considering the types o
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rates which will be paid. With high labor ugcre it is expected that costs
will bp somawhat higher fha couid be,@hfﬂaneﬂ with mo:hanical equipment.
Furthermore, at least 20% of this work will be carried out in mountainous
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areaa and this type of constriction im eyxpensive even when full utili-
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of the estlmates will not he p0531ble until a number of representative

FY. P e B T b Ed 2o hallawvad dhoad +tha asantnand
CUHUI&CUB uuve veon ubuua*+y Luup Uuw 40 15 OR4i8VEU widav Wit Tinuracyv

prices will not be substantially out of line with the cost of similar

TR SO

vork in other countries,

The rehabilitation program is scheduled to be carried out over
a pariod of three years, starting July 1, 1950 with expenditures evenly
distributed at the rate of L 16.7 billion per year, The program of new
construction is scheduied to be earried out gver a period of four years
starting July 1, 1950, with estimated expenditures to run at the rate of
L 10 billion per year, However, due to the fact that the Cassa did not
start operations until October 1950, allocation. of funds is running far
behind schedule, and as of April 19, 1951 the Cassa had approved road.pro-
jects amounting to L 2,1 billion but no funds had been comnmitted. Prac~
tically all of these funds were for road projects in the province of Bari.,

The important objective of the roud program ls to provide sub=-
stantial employment in critical areas during the early years of Cassa
operations until projects in other categories can be started, or completed,
in order to provide further employment for the workers. The projects
included in the road program, in general, are not new and involve either
deferred maintenance or completion of new roadg, construction of which
has been periodically underway for a number of years. Contracts for such
work can be let in a relatively short time. Hence it has been estimated
that about 27% of the total funds available to the Cassa will be spent
on roads in each of the first three years of operations, whereas the
road program represents only 9% of the total 10 year program of the Cassa.

Of the. total of L 90 billion, the Cassa estimated that only L 12
billion will be invested in- roads which are of economic importance in
relation to the overall development program for the South. These pro-
Jects are, in general, reqguired to connect existing roads for shorter
hauls from agricultural and industrial developments. The remaining pro-
jects have been selected more or less on the basis of the condition of
existing roads and the traffic densitv which is expected on completion -
and some may have increased economic value in the lauer stages of the

development program.

e AL Thaa 3o L 1.

4in Office of Toads has been established in the Cassa which is
under the direction of Ing Piero Grassini who is perhaps the ontstand-
ing road engineer in the country gngd has had nany years of experience
in the Ministry of Public Works. The mission feels that under his
direction this program will be handled efficiently and with a
minimum of political influence,



1V, Agueducts and Sewers

The law under which the Cassa is overating specifies that
aoveducts, including reservoirs, inteke works end mein collection systems,
may be financed and executed by the Cessa as a vert of the 10 year develop-
ment nrogram, Distribution networks sre excluded ffom the program, such
wort being the responsibility of the municipalities which will be served
by the 2dueducts, The actual investment for this purpose may be relative..
ly smell, involving several connections on 2 main conduit, The investment
can be gradually increased as funds become available,

The progrem provides for the completion of 44 aqueducts distridbuted
throughout all of the areas in which the Cagsa is suthorized to operate,
including the isle of Elba, The largest project is in Camvania and will
provide sunolementary water to the Naples area, Extensive works are located
in the region of Abruzzi-—Molise and in Sicily. The program will provide
nev or a2dditional vamter supvlies to about 1,000 communities, having a com-
bined povulation of about 8.9 million people.

The total length of conduit inveolved in the program is about 3,000
km, The tyne of conduit varies from large pregsure tunnels to relatively
small concrete, steel or cast iron pipes. About 25% of the projects involive

the construction of demg for storage and ’%0% connect into existing collection
systems, Uvon completion it is estlmated that the Program will provide
about 14,600 liters ver second (23,000 gallens per minute) of poteble water

to the communlt’ea which will be served

The engineering Work on practically all of these projects has
Thamnm Aot abad i trAasmlr hhaelirnas ha A mar T Ter her dlan A At manndda eulad sl
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will own and opermte the nroject on completion, or by the Ministry of Pudlic
Works, Since vwatervoris engineers in Italy, as in other countries, have
hesiteted to depart from established vractices =2nd heve, in genersl, uti-

)
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lized water sources ngn in the mountains w1tnout regara for the Lengvz
acoueducts reouired to reach the points of consumption, some of these »ro-
jects reauiie revision, In order to assure ourity of water and continuity

of supvly, Cases engineers are carefully revieving esch vproject received

and returning them for revision if water availability has not been ade-
quately studied, ‘the design of the project is not in line with good engineer-
ing vractices, or the most economical layouts heve not been used, Cassa
engineers are .2lso requiring that the possibility of using wells drilled
near the pointe of consumption be considered as well as the use of mountain
vaters, the former being a new devsrture in vaterviorks vractice in Italy,

The sever vrojects contemlated in this progrsm have not yet been
formulated, These nrojects, however, will nrobebly be confined largely to
disposal systems and vill not include collection works,

Of the L 1,000 billion availadle to thc Cassa for the total
program, L 110 billion or 11% has been gllocated four finuncing agueduct
and sewer projects, The estimeted amount recuired for aqueducts is about
L 102 billion leaving L & billion for sewers, Campania will receive about
L 32.5 billion for the construction of agueducts, of vhich about L 23



billion will be svent on thg supﬂlement % sppply gyeteq for Ngplegs. About
L 11 billien vill be spent in Abruzzi and' L 13.4 billion in Molise., A
brealdown of expenditures by rezion is given in Table 1I.

It is expected that the completion of all agueduct and sewer-
vrojects will reouire the full 10 years of Cassa operations, HoWever, as
much vork a2s voseible will be concentrated in the early years of the
Drogrem end it is estimeted that L 15,6 billion will be spent. in 1950-51,
and L 31,8 billion in 1051-52 or a total of L 47,4 billion in the first
two yerrs of operations, Actually, as of April 19, 1951 projects amounte
ing to only L 5.4 billion have been avproved by the Casgss, of vwhich L 2.6
billion have been committed, It is, therefore, doubtful whether as much
as L 25 billinn can be actuslly spent before July 1952,

The ectimated cost of the agueduct nrogrsm seems to be reason-
able on an oversll basis, If it is assumed that all of the projects would
carry full financisl and operating chsrges, a situation vhich, hovever, is
not contemplated, annmuel expenses “ould smount to sbout 10% of the invest-—
ment, With a delivery of 23,000 gallons ver minute, the sverage cost of
water Yould be ecuivalent to ahout 1.,2¢ US per 100 gallon ¢ delivered to
the distribution systems., This cost ig considered e

The aaunednect snd sever program is not reguired for the satisfactory
overation of the sgricultural and industrial programs of the Casss but
should be regar rded, 2long with the road pregram, rether 2s a2 means for vro-
g A A - asiry - Vaa Whaly - WwiAlA ™~ lbl CAuML g - VAl A A=~ =3 I CALI D o™ TS :JLV
viding emnlovm nt during the early yesres of Cagsa operations until further
emnl n-:rman+ in ¢conetruection or induct»--ﬂol nroiects Ar antilemant An YanA
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can be provided for the workers, The progrem obviously has political as-
manda ik dhoawma 2a VT344Ta $nAdAanddAan +hodt MatTd+3ned o2 deendd ana lowrs smamesl b
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ed in the selection of projects which are not otherwise justified,

The agueduct and seWer progrsm is a responcibility of a separate
livision of the Csssa under the direction of Ing Pietro Celentani vho is
on le2ve from his wermenent nosition ss Managing Director, Apulia Acueduct
. System, the lergest and most efficiently msnaged system in Itsly., Ing
Celenteni is fenerally acceoted as the most outstending veterworks engineer
in the country end it is the opinion of the mission thet this progrem will
be executed in sn efficient manner 2long sound technical lines under his
direction,

V., Land Rgclamatigg'and Irp;ggtioh

The land reclamstion and irrigestion vrogrem is the most important
underteking of the Cagsz in terms of hoth expenditures and effect on
regional income and emmloyment,; The vrogrem consists of a selected group
of mrojects chosen from those reclamation and-irrigetion develooments '
vhich have been prenared vhich asre most suscentidble to relatively rapid
execution,

There are 171 lond reclamotion and irrigation districts in
southern Itrly and the islsnds most of which heve been in the process of
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develooment for meny yeers. The Cassa's 10 yesr orogrem affect

3]
these districts vhich, together, contain a total area of about 3,
million hecteres. It is planned that sbout 363,000 hectares will be

irrigated, this emounting to about ten times the total area now irrigeted
in the South.

The geogrsvhic distribution of the areas involved in this progran
is #iven by regions in Table III, The largest regionsl progrem is
scheduled in Siclly involving an area of about 821,000 hectares of vhich
zhout 102,000 hecteres will be irrigated., An area of 762,000 hectsres
111l be effected in Avulis of which about 43.000 hectares vill be irricateqd

e b (& 5] Fr) il Ll GQUURL o, VWUV JISL Lell T VLld Ue LI TLHEALEL
The nrogrem for Sardinis affects 357,000 hectares with an irrigetion
o Al L0 NN am b s e Tem Moemone o 2o lnmana s atmm T mene £ E o oma s Lo
Crogram o oY ,uuu necivares, Lil valiPoIlia {ere losy recvuiy 1100 WOTX rnas
been comnleted in the various districts, only 107,000 hectares zre affected

el BV o e manan LN AR Y mm bmana . 2 2NN L ¥ . A
but of this amount L, VUV NEeCi8res wiil e 1irrigaveq,

The sige of the individurl projects in the program veries over
& Wide rrnge, The 1P"gest single nroject is the Tavoliere district in
Avulis involving 460,000 hecteres of Vhich 28,000 hectares vill be irrigated,
A composite oroject in the Sila district of Calabris affects 393,000
hectares of which 15,000 hectares will be irrigated, On the other hsnd,
the Venefro and Biferno districts in Abruzzi involve total aress of only

L,000 2nd 1,700 hectares respectively,

The nronortion of irrigation works to the total area involved
in & given vnroject varies considerably devending uvon climatic conditions,
wmter svailedbility snd the extent to vhich reclemation work hee alrerdy
been commleted, In some of the districts no irrigation works are involved,
while in the lower Volturno Valley in Campaniz the Cassa project involves
a total srea of L1,000 hectares of Yhich 37,000 will be irrigested., Five
projects involve L2% of the totzl irrigated area in the program,

The character of the vorks to be executed in the various reclam-
ation districts vories considerably between projects. In most cases,
drainage of marsh land is regquired vhich involves the congitructinn of
drain~ge cenals a2nd pumping stations, Movement of esrth is generally
reouired for leveling and for the removal of sand and gravel from zbove
subgoill. Clesring of scrub and vild grasses is 2lmest alveys required
=2s mart of the land reclsmetion overation, Civil vorks, such 2s roads,
bridees, 2oueducts, electrical supply and rural commmity centers are an
essentisl part of all projects.

Similarly, in the case of irrigetion yorks, the character of
the items involved varies greatly between projects, If large storage

= 1} el veEllen

reservoirs are reouired, the coet of the dem end other civil works is
Eenerelly divided betv'een tihe Casgsa and o private n+1"l-1+v comnany, the
latter, in turn, financing the hydr e?ectric installﬂtion project made
namadhla Wer $#1na Aaval aArnmand T Anlaer f:1'vra~n $An Tomme ava dnoatleadt +ha
VVUDDLVLY UJ . Vi1iy AL I\(-&UNLNULL ll, L UJ-AJ-J A A VN D-Lk I-l WGl L= A = AV U-LVW“, U&&U DW
are to be built under the resmonsibility of the Cavse, 7 2ll cases, the
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government,
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Provision of sécendary ¢anels, ditches; farm buildings, imple-
ments and similer item$ ére primerily the responsibility of tndividus)
tems are eli

farmere vhe ore settled in the 4i stricte, g_ltheu'ph these 1te ar
for a substantial government subsidy,

ible
gible

It is vlanned fhat the reé¢lamstion and irrigsation projects vill

be executed under the direction of the established consortia (cooperatives
of farmers and land évners settled in esch of the districts)., These
consortia have, in general, been in existence for many years and have been

in charge of the nianning and execution of all 1mprovements in the districts,
ag vell as acting as advisors on sgricultursl matiers, They are gEﬁETSLLy
staffed vith competent engineers snd 2gricultural experts vhoe have fully
studied the various technicsl and business sspects of the projects invelved,
The reeult is thet mést of the projects in this program are in the course

of execution and the work can be easily accelerated.

Financing of reclamation and irrigrtion projects by the Cassa
vill be in accordence with the general lav pasgsed in 1933 which covers
the extent of government perticipstien in su¢h works, This law, original.-
ly designed to accelerate the completion of such projects in the interest
of nationsl self-sufficiency and for the crestion of additional employ-
ment, authorized the government to contribute 8?*4 ef the cpst of all
items benefiting 2 reclamation district ss 2 vhole, such as dams, main
canals, roads, bridges, rursl settlements and utilities, It further
authorizeéd a contribution to be paid to individual land owvmers of 38%
of the cost of items benefiting the individual otner such as secondary
canzls, ditches, farm buildings and mechinery, Funds allocated by the
Cagsa for the execution of the reclemation and irrigation program will
be used to cover these subsidies,

_ The land reclamation and irrigation progrem is estimated to
cost L 41O billion ($740 millfon) over the ten year veriod covered by the
program, Of this amount sbout L 320 billion ($512 million) represents the
government contribution of 871% of the cost of vublic works benefiting
the entire districts. About L 110 billion ($176 million) will be spent as
the government's contribution of 38% to farm improvements vhich benefit
the individual landovmer. The remaining L 10 billion is allocated to the
construction of vlsnts in the reclsmetion districts for the conservation
and processing of sgricultural products,

The regional allocation of funds is given in Table IIX, The

largest 2llocation, L 100 billion, has been made to Sicily, L 96 billion
hes been allocated -to Apulia and I 80 billion to Sardinia. The regional
allocations 2re not 'in pronertion to the totel areas involved, but depend
1argely on the extent and nature of the irrigstion works included in the
wawd Avian A1 atbnindan
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A detailed vrogrsm of works and expenditures has heen prepared
by the Cassa for the fiscel Xear 1950-51, Zxpenditures wure estimated at
L 83.7 billion ($13% million) of which L 20.8 billion was to be spent for
hydrauli¢ works, L 31.6 billion for irrigation systems, L 22,7 billion
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ments. Actually, expenditures for this period tvere greatly over-estimated
and the program envisaged. for the pest year will probably reoquire all of
the year 1951-52 for its execution., As of April 19, .1951, the Cassa had
actually approved projects toteling L 19.5 billion of vhich only L 9
billion had been committed. Disbursements were glightly less than L 1
billien, ’

The ECA vrograsms of agriculfural asgistance in Italy which were

initieted in 1948 and will be concluded in 1952 are closely related to
the Cassz progrsm, The ECA progrsms involve about 64 projects vhich
affoct ahm+ 7(07. of the 2reca of the waﬂlamatimn Rio+r c¥s in the Coaan
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nrogrem, The FCA nrojects vere selected within vhe programs of the
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and their ebility to bring a part of the district under ¢ ltivation prior
to comnletion of the ertire program.. As of December 31, 1950, ECA had
aporoved allocetions of counterpart lire totaling L 23,4 billion for such

vrojects,

‘During its vork in Italy the mission attempted to develown-
informatién to mermit a ratienal anmlysis of the ipvestment and earnings
agpects of the Casse reclamation and irrigetion vrogrem, Howvever, this
vroved to be imnossible since information regarding vest investment in
the verious districts wes not aveilsble and the exact status of the vrogram
in each district could not be accurstely determined. Also, the increased
value of vproduction resulting from psst 2nd future investment ¢could not
be obtained, The Cassa staff realizes the importance of obtaining this
information and hes promised to develop some reliable date, It is likely,
however, that such information will be availeble only on those portions
of individual projects in vhich €assa financing is involved, It is not
the volicy of the Casss, hovever, to esteblish priorities among projects
on the basis of vrofitability, . Gross production and other factors may
be considered important. :

In 2 study commleted in 1950 of seven selected irrigstion dis—
tricts located in southern Italy and the islands, SVIMEZ produced vhat is
perheps the most comprehensive anslysis of the costs and benefits of such
vrojects vhich is »vsilable at the present time, The results of this
study are summarized in Teble V, This analysis indicetes a cost of irriga-
tion and settlement of from L 603,000 per hectars ($390 per afre) in the
lover Volturno district in Cammania to-L 1,089,000 per hectare ($700 per
acre) in the Neto district of Calabria, the latter being in very rugged
country, .The vnrivate investment reauired in these districts for irrige-
tion and settlement vorks veries from L 172,000 per hectare ($110 per acre)
in the Metavonto district to L 396,000 ver hec tare ($250 ver acre) in the

Neto district,

The estimated increase in value o

ot

gross production per hectare
* +

womions Aanatdarahl ey ‘ha!-nnan +1nc voriong digtrictg A +hroafald dncragce
VC'; P il W ASIAD J-\-Lcﬁ-(‘ UJ- AL LR o4 PR -y vilL V‘U.L N ook VA - Amwd L WA I
is estimated in the anturno, Catania and Ofento distriv. ., thils increas-
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in net profit to the farmer resulting from irrigation varies from about
80% to 300% mmong the seven districts studied;



The es¢imated direct return on the totel investment varies from
1.8%‘tp 3,05, vhile the return on the private investment varies from 6. 8%
tn B Q2 hath imewnes hadne haead an tha dmemoacnd nat nrafid +m tha
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farmer, The government, through increased taxes, is estimated to earn
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H . erms of the number of man~d
imated increase in vroduction,

The program vhich was expected to resuit from the general law
of 1933 was eutlmatea to increase the national production. of agricultural
nroducts by 20% and 1ncrease employment by 2bout 250,000 workers, These
are avoroximately the some objectives of the Cagsa program, Hovever, the
objectives of the 1933 law were never rerlized for 2 number of reasans,
and many of the conditions which caused this program to. .fail still exist,
in addition to the lack of public funds for investment in a program of
this type.

The most serious problem remeining teo be solved in connection
with this vert of the Cassa program is the availebility of private capitel
to cover the landovners share of the investment required in the various
projects in order to place. the districts on an operating basis, This
vroblem is discussed in some deteil in a separate section of the revort
Yelov,

Another difficulty involved in this »roeram lies in the general
reluctance on the mert of small Italian farmers to shift from 2 simple
system of cropving to the highly orgenized and compliceted systems recuired
to show » profit on irrigsted lands. Many farmers Who have settled in
the reclamation districts have refused to complete the irrigotion system

and othér immrovements on thelr property for this reason and, while the

layr allows confiecation under such conditions, political considerstions
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mrke such vrocedures impractical,

Reclaimed and irrlgeted lands must be cultivated in crops of

'h'!p-h value if the farmer is ¢o show 2 profit in his cultivet 19315:

relatively in his te
In the past,Afancy fruits and vegetables. for the export market were
stresced 2s tae most desirable crops, but dug to leck of adsqueate market
analyses, er~ Droduct n of these items resulted with serious financial
Ypscee +n +k¢a £q are Th an -\#a of meast avﬁn«w‘nhﬁn the possible exvors
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merket for such items is still considered a Drimary Justification for a
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prices, of Itaslian exports of fresh vegetebles in.the period 1936-38 was
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in the period 194850, Correqnonding,figures for citrus fruit e L 23.8
billion 2nd I 23,7 billlon respectively, end for ather frults L 1"-4' billion

and L 20,6 billion respectlvely bt is sionifican‘ thab -in spite of a
suosuantlaL reauc‘clon 1!1 EX})OI“GS to u-ermsn;y and Ausu'la, major customers
before the war, exports of thesé items heve actually increased in the past
three years due to imoroved markets in the U,K,, Switzerland and other



Europesn countries. Also, ‘the domestic market for fresh fruits and
vegetables his almost doudbled since tne ena or une war, 4T 1S e€stimatvea
that in 1950 sbout 200,000 nroducers in South Italy shipned about 400,000

tons of ;ruits and vegetables to processing centers, The completion of

+he f'naea reclamotion 2nd irrigation nrogsram ig ectimated ‘40 increage this
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amount by about 200,000 tons per yesr if the provosed scheme of cultivaw
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that not only can this increase in production be sold on the domestic
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nrogr m of establlshing proce551ng and storage centers can be reslized,
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vproduction is possible but will require dgsressive vromotion and sellin
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on the part of exvorters and domestic brokers.

A portion of the reclaimed and irrigeted land to be placed under
cultivation will not be suitable for raising fresh fruits and vegetebles,
It is pronosed thst such iand will be operated on a system of cereal =nd
fodder productiop with the fodder being used to increase the production of
meat and dairy products, This system can also be used interchangeabvly
with vegetzble farming and probsbly has more attractive possibilities than
the latter,

The consumption of mest and dairy products in Italy has always
been low, amounting to less than 20% of .the per coapita consumption in the
U.S. Since the war, per capite milk consumption has increased from 37 kg
per year to 50 kg ver yeer, an increase of sbout 33% over pre-war levels,
Butter and cheese have regained nre-war levels., The consumption of meat,
however, which was about 15 kg per yeasr per ceapita prior to the war, had
only reached 11,4 kg in 1949,

Italy is not self-sufficlent in meat 2nd desiry products, Im-
ports or tresh ané frozen meat in 1950 smounted to sbout 22,000 tons and
imnbpts of milk and casein nroducts have averaged about 20,000 tons per
year in the orst three yesre, Import statistics on butter are not svail-
avle, It is evident from the above figures thet an ectablished merket
exists for meat and dairy nroducts on the besis of current imports, If
"it is assumed that the nre-¥War level of mest consumption will again be
reached, imports of sbout 30,000 tons per yesr can be replaced by domestic
production along with about 25,000 tons of milk and milk oroducts, It
is estimated thet this would require the. addition of about 120,000 head
of ¢2ttle in. the country which in turn vould require about 120,000 hectares
of aﬁﬁifinnn1 irrigsated land to cerry them, - This represents about one-

third of the irrigated land scheduled for develonment in the Cassa ten

voear h?‘ﬂ ram.,
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dnets sufficient to replace f ture 1rnorts vould save the eoulvalent of
about doe mi113on ner veey in Toreion evechance -t current nricees Aleo
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lesser ssvings would result from reduced imports of hild:s end sking,
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domestic Yool with a corresponding reduction in imports,
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It is not contemplated that crops will be controlled either
pect to type or acresge in the reclsmation districts. There~
e production of fruitg, vnppfa’h'l es, menat and dn'nrv nroducts are
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only 2 few of many bossible cropping plans Yhich can be adopted Cereals

4 market due to heavv imnart reguiremente. Peses. besne angd-
d marield C neavy impory requlirenents, rees, beans anda

profiteble crops since the end of the war, It is to be
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The reclametion and irrigetion program, along with the flood
and erosion control and land settlement programs sare the responsibility of
a division vhich is the lergest in the Cassa organization, It has been
under the direction of Ing Aldo Ramedoro, 2 mapn of long experience in
these fields. Hovever, Ing Ramsdoro hss recently resigned and no informa-
tion is yet availsble as to his successor, Fe has been assisted in this
"orV hovever, by Frof, Paulo Vicinelli, an =sgricultural expert of out—
stending reoutstion, who is scting director at the present time.

Summing up, it is believed that the reclamstion and irrigation
progrem of the Cassa will be well engineered snd executed in a relatively
efficient manner due to the extensive experience of the Cassa personnel
and of the staff of the consortia in the districts who will be responsible
for this program, The problems involved are largely those of the avail-
ability of private canital necessary to avgment government contributions
and the aveilability of mmarkets for the high priced crops which must be
raised on the irrigsted lands in. nrder to provide sn =dequate vrofit for
the farmer,

VI, Flood andhErqsion Control

The flood and erosion control progrsm is limited to the reclama-
tion And irrigation districts =2nd,to a lesser extent, the land reform ereas
in vhich Cess» financing will be involved, 1In genersl, such works sre &
desirsble supplement to those reclamation and irrigetion projects which
involve transformotion of the lower valleys of rivers since they sre
designed to vrevent flooding of low lands While under cultivation snd to
avoid the redevosition of g2nd and gravel on reclaimed lend,

Ve = L5 21 9 litL

The works involved in this program sre generally recuired on
mountainsides and on high streams feeding into the meln rivers, The most
1m“crt'=“+ item 1c the extensive rpf‘nrnstetign of mountain aressg 1yinp in
the Watersheds of small tributaries and the addition of civil works, such
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small dams for flood control reservoirs will be constructed,

The 10 year program consiste of about 18! proj-~ts, all of which
have been sooroved by the Cassa, Their comoletion will result in the re-
forestation of sbout 9,000 hectares of new land and the rehabilitation of
about 3,000 hecteres of existing forests., The construction of about 1,400
km of romde is reouired, slong with bridges, bdbuildings and other types of
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civril works,

With regard to geogranhical distribution of these works, 53
nrojects will be executed in the region of Celsbrias, 29 in Sicily, 25
in Campanis, and 14 in Sardinia, The remeinder are distributed in smeller
numbers in other regions in which the Cassa vill eperate.

The vrojects will be executed by the Forestry Corps of the
Ministry of Agriculture and the provincial public works depasrtments, the
former sgency hsndling all the work involving soil preparation and
planting, the latter all of the civil Works involved,

The totel cost of this program is estimated 2t L 50 billion
over the 10 year period of Cassa operations, Table IV gives the breakw
don of estimated exvenditures by regions for 1950-~51
and for the totel vrograms, Of the totsl of L 50 billion. about 70%
will be spent for reforestation and will be allocated to the Forestry
Corps. The remainder will be svent for civil works.

The expenditures are expected to be evenly distributed =2t the
rate of 5 billion ner year. However, in snite of the fact that this

program is the most adveanced of »ll those being financed by Casse from
the stsndvoint of plenning, only L 3.U billion have been committed 2s of
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Aoril 19, 1951 with disburcements of only a2bout L 1,2 billion,

Based on the reforeststion of sbout 12,000 hectares (30,000
acres), the cost mer hectare is sbout L 4,2 million ($2,700 per ecre)
which is extremely high for Wwork of this tyve. However, reforestetion
T maed Armmtadmarra awana dn Ténleyy oo aVirawen hacn o eracer Aavrmammd e
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overation =»nd cannot generally be justified on the basis of timber pro-
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day 1s only =bout 5p of thet obtained in ordinary U,S. practice, This
is due to the fact that the time reguired to Séﬁf'h out or move sufficient
soil in vhich to wlant individunrl seedlings is eytremely high Also the
volune of c¢ivil vorks, such as wslls, ditches, condnits and similar items
reouired to pvevent extensive erosion while the forest is young, is much
gre=ster than normelly encountered ipn other countries,

' ion and stream regulation projects involved in
this vrogram sre 2 desirable but, in general, an expensive and not necessar,
ily the best gsupplement to the land recliamstion and irrigetion progrem,

The flood and erosion control program hes been included in the overall
Cassa progrem at this time vrimarily to create additional employment, The
net results of increasing the timber stand in Italy by about 12,000 hectares
and the protection which will be given to reclametion aress from floods

and demnosition of sand and gravel probably justify the expenditures,

Execution of the flood and eroslon coutrol program is the
responsibility of 2 special office in the divisiova of the Cassa which is
2lso responsible for the reclamotion and irrigation vrogram, It is the
irmression of the mission that the nrogram as presently formilated is well
conceived and vill be ably suwervised, This is an importsnt consideration
since the mcturl work will be done by t“ o government agencies which are not
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perticularly noted for efficient operatign,

VII, Land Traensform=tion and Settlement

The Cassa agricultural program involves tvo tyves of land
trensformetion and settlement operations. Those concerned with land
reclamation and irrigetion districte have been discussed 2bove, The
second tyve of operation consists of the transformetion and settlement
of lands acauired under the general land reform procedures Which are
now being formulsted,

The general lend reform law nrovesed for Itely 1s still before
Parliament but two snecisl laws affecting lznd tenure in selected areas
vere passed during the course of 1950, Political necessity recuires that
these lawves be immlemented as repidly as possible and that the resulte
obteined be successful, The Casse, therefore, hes been »rovided with a
large avpropriation to sssist in the implementation of the specizl laws
vhich are nov in effect and the general law which 1s contemplsted,

The first land reform law to be passed by Parliament is lnovm
as "Sila Law", This law provides for the exproprietion of approximately
76,000 hectares now held as large estates in the Sila district in central
Calabria, The law limits individual holdings in the distriect to 300
hectares and 21l land held by individual owners sbove this limit was to
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be proposed for expropriation with compensetion during the second half

of 1950, A smell part of the compenention for expropriated land is

payable in cash, the bulk in long-term government bonds,

. It 1s estimated that the distribution of exrronriated land in
the Sila district will require about three yeers, Only 1,500 hecisres
vere alloczted permanently to formers st the end of 1950, the remsining

area being assigned to local peasants or left with the originsl ovmers
on a temoorsry basis, The land to be transferred is to be provided with
housing =nd other facilities, incluvuding roads snd rural settiements,
necessarv for the permznent settlement of esmell farmers through the use

N

of Cessa funds before a finel distribution is maue,

The totrl cost of the distridbuition and settlement of land in
the Sila district is estimated at L 30 billion or about L 400,000 per
hectare of expronriated area, One half of tbis_amount represents expenses
to be incurred by the Casss for public works, such as flood and erosion
control, irriemtion, road construction, and.similsr items, While the other
half revresents the expenses which vill be incurred for improvements of
the vproperties, such as f=rm buildirgs, wells, ond agricultural imple-
ments. Funds for both cstegories will be-vrovided by the Casse from its
appropriztien of L 280 billion for the total orogram concerning land re-
form, However, the individual farmer muet repecy nart of ‘the money invested
by the Cassa, This part will amount to about L 90,000 ner hectare, in
addition to L 45,000 ver hectare vhich he mist revay as compensation to
the original landovmer, Levayments to the Cessa will, in future years,
represent income falling within the annual allocation of L 100 billion of
the Cassa end will be used in future operationg, Cassa financing is
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imited to settlement and improvements and does not include any com-
pensstion payments, these being borne by the government from other funds,.

The second lend reform bill pessed by Parliament in 1950 was
the Legge Stralcio (sample lav) vhich involved several limited areas, the
totsl of which smounts to 2bout 650,000 hectares, In the Ssuth, these -
arees are confined to the regions of Apulia, Lucania, and Sicily. This
law may function effectively in Apulia and Lucenie but difficulties are
involved in Sicily due to the cowexistence of a Sicilian land reform law
and the desivce of the sutonomous administration in Sicily to catrry out
1and reform on a local basis,

Littielprogress has been made to dete in the implementation of
the semple law, Some disbursements have been made by the Cssse to the local
organirzations resnonsible for carrying out the redistribution of iand in

the continental south but to date worlt on improvezents hacs not progrecssed

to any grest extent.

The general land reform law before Parlisment hmas been subject
to much discussion and has encountered very substantiesl opposition, A
number of anendmefits are before Perliement now, designed to correct the
errors gnd eliminate the obvious inecuities in the provosed legislstion.
Thace gmendments nrovide -PA“ incrazaings tha mavimum holdines At anme Ana
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individual and making the paximum devendent uvnon the number of descendants
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such holdings are under intensive cultivation and are efficiently overated,
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in central and northern Italy and it 1s likely that the areas involved will
be considerably decreassad,
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It 1s too early to appraise the results Which can be expec ted
from the nrogram of lend reform, Much will depend on the final legisla~

tion wnlcn is DaSSBQ D\l’n. in general, it can De antlc:.patea that the ex~
propriated lends will be brought into substentially gremrter production
than at present, ' This will be accommlished both as a result of smaller
holdings by the original owners snd through the settlement of new farmers

------

vith nwrover facilitieg for carrylng out intensive cultivation,

VIII. Tourism

The progrem designed to stimulste tourism in southern Italy and
the islends has not yet been formulated in terms of individual projects,
It is understood from discussions with interested parties, however, that '
the nrogram will be designed to attract both international ana national
tourist trade to the South and will probsbly irclude the development of
existing thermal spas 2t Castellammavre ond on the isle of Ischia. Improve..
ments are contemplated at Pompel, Paestum and o’her points of archeological
interest, Access roads, hotels sand other facilicles will be provided in
areas of nsatural interest,

The allocation of funds for this vrogrem has been established at
L 30 billion, to be spent over the 10 yeasr period of operations, INo
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schedule of expenditures ls yet aveiladle,

Responsibility for the tourism program has been tentatively
allocated to the Industrial Division of the Cassa, No organization has
yet been formed for the formulation and execution of the vprogram.

If the projects forming this progrem are properly selected,
they c2n hecome important income nroducing enterprises and, at the seme
time, provide for substentially increased employment in the South., Judg-
ment »s - to vhether these results will be accomplished must wait until &
orogrem has been established,

IX, The IndustrigliProg:am

The nresent lav under which the Cass? 1s operrting places the
folloving definite limitations on the sCope of its activities in the

1
industrisl field:

(1) Projects ere limited to buildings for use in the
al

trancformation and congervation of agricy 121 tur

WA CALL DI WA UCh v A TAL ST LVT LAV

nroduc ts,
(?) The industrisl projecte must be related to the re-
clamation or land reform projects in which the Cassa

is narticivating,

(3) Funds for finanCing such projects are to be derived

Emmem o A PN

from payment,s of interest and -r .Lu\-«).ucu. on losns
which have been made by the Instituto Mobiliare

Iteiiano \LHL} from ERF funds to industrial
such payments start on July 1, 1952,

‘.1». ¥

rme

Notwvithstanding the third limitation the Cassa had tentatively
e=tablished & program for the yesr 1950-51 invnlving the construction of
about 30 grein siles heving 2n aggreg=te cepacity of 160,000 MT. .Also it
vas tentetively vlanned thet, during the tvo year verjod 1950-52, about
16 fruit and vegetable collection and storage centers would be constructed,
10 of which will be locaeted on the continent and 6 on the island of Sicily,

The 2llocation of funds for such projects amounts to L 20 billion
over the 10 year period, to be spent evenly in the land reclamation dis-
toicts and land reform arees, No schedule of expenditures is svailable,

The law as dresently interpreted, obviously does not permit the
Casga to marticinate in any substential industrisl development of the South,
it ¥as thought, 2t the time the law vas formulated, thet such nwerticipation
w.uld not be required since 1t wes expected tha‘ after the nublic Works pro-
gram had orogressed sufficiently, private ganitei for industrial. invest—
ment vould be attracted in sufficient amounts without gu.z.nment assistance.
" Yi{thin recent months, however, it has been decided to ~ccelerate industrial
develonment in the South through investments by or credits availadble



through the €asss, An amendmeni to thg Eassa iaw ngs been presented to
Pariisment vhich Wwill vermit borrowing from domestic and foreign sources
by the Cassa for such financing, It is in thies field that the IBRD
proposes to vsrticinate, along with private capital, by means of losns
to firnms desiring to establish industrisl enterprises in the South and on
the islands., The details of such varticivation will be covered in a
later renort on the vrojects which are selected,

An Industrial Division has been established in the Cassa with
the responsibility of forming an industrial progrem as well as the progrzm
covering touristic developments, This Division is nov under the direction
of Tito Fraschetti, » former official of Snie Viscosa. At the time of
the visit of the mission, the Division had no staff,

Xe E;ggggial Requiremgg;s,gnd,§gurces of Funds

The estimated financial requirements for the Cassa nrogram of
nublic Workg have been given and discussed by sepsrete categories above,
These reouirements within the 10 year program and the total of L 1,000
billion ($1.6 billion) suthorized by law cen be summerized as follows:

Allocation
Coategory In billion Lire Ag Milliong of US$

Roads 90 pRI7
Annadneéan anig Ca\_p"a\n 110 174
AU AT W AW Vi Al Bt N b ol e N o
Land Reclametion & Irrige tion—/ LT 704
Flood and Erosion C ntrc* 50 80
Land Trensformation & Se ttlement~/ 280 Lug
Promotion of Tourism 30 Le

TOTALS 1,000 1,600

1/ of which 110 billion lire are for agricultural improvement and 10
billion lire for esteblishment of sgriculturael products processing
industries in sreas reclaimed end irrigated under the vorogram,

g/ of vhich 10 billion lire are for the estesblishment of agricultural
vroducts processing industries and 10 billion lire for land reclamation
and irrigetion projects in land reform areas,
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The allocation of funds betveen categories is based on the best
estimates available at the present time, but these should net be considered
as firm, The smounts mey be altered within the total of L 1,000 billien

as the program vrogresses and the need for adjustment is established by the
Committes of Ministere for the Sou

vomml tEREP RSRVCD 5= o

In addition to the above amounts, it i{s contemplated that foreign
borroving will be authorized by an amendment modifying the present law and
intended to ilmplement an expended industrial worogrem, such borrowing to bs
entirely or lorgely from IBRD and in an smount 'of sbout $100 million (L 62,5
villion) over the 10 year period.

The Casse law requires that a sum of 2% least L 100 billion ver
year be mode available to the Casse by the Ministry of the Treasury in

ouarterly instaliments. The sources of Tunds vary by years through the
veriod of ERP operations and heve been definitely established in the law

as follows?

In the fiscel yesr 1950-51
(a) 42,6 billion lire from the ERF counterpart lire fund
(b) 23,8 billion lire from the U.S, Interin Aid counter-
part lire account on the books of the Bank of Italy
(c) 33.6 billion lire from the budget of the Ministry of the
Treasury

In the fiscal year 1951.52

(a) 18 billion lire from the U.S. Interim Aid counterpart
. lire account on the books of the Bank of Italy
(b) 82 biliion lire from the budget of the Ministry of the
Treasury,. of wvhich 50 billion lire from amounts
accruing in that fiscal yeer to the ERP counterpart
lire fund

In the fiscal years 1952-~.53 through 1959-60

(2) 80 billion lire from the budget of the Ministry of the
Treasury

(v) Principal of and interest on loans, made by Instituto
Mobiliare Italiano (IMI). for industrisl re-eouivment from

fundsallocsted for this nurpose by ECA and revayable to

the It2lian Government.

(c) One holf of moneys accruing to the ERP countervert lire
fund after June 30, 1352 and until the end of ECA

~7 )5 i

operations in Italy,

If expenditures by the Cassa in eny year fall short of' the empro-

et e . z
riation, the unexpended balance mey be carried over to ictlur yeers, If the

vailability of funds from the above sources exceefsthe amount of L 1,000

ﬁ

oilllon. the excess can be spent on addlitionsl orojects after necessary
apnrovals are obteined, 1If, however, the amount falls short of L 1,000



billion, the approprisation from the budget of the Ministry of the
Treasury must be increased to cover the deficit, This last provision of
+the Taw {a nf immartance particularv in view of the uncertain nraodnect
Ul‘v ded CA YV -LB Vb J-“l!d\ll- U AN N\ :I“J- Vol LA WAk &J o Bl V Ao\ WS W VbW AR AN Nt e WA e v.vwrv-r,v
of the repayment of some of the IMI loans,

e e b OO
amount to 70

ECA 2llocations for the re~equinment of some major Italian
2 - E 3 L
y e . AL L L

n and 44,2 billion lire ($70 m
to industrial enterprises on a
The greater part of the u.(u. 16 S, wxu..:.e made 1in J.:.re, -are i

by the Government as a vert of the overall ECA losn to. Italy and the enay?
ments Will be used to service this loan, The lire loans are repaysble in
lire to the Italian Government, and it is expevted that service payments

will be credited by the Government to the Cassa slthough FCA has not yet
agreed formally to this plen,

More than 75% of IMI loans have been made te the IKI group, and
about 75% of this amount has been made to FINSIDER, the government-
controlled. iron and steel group in Itely, It is the mission's opinion
thet these loans have not been taken seriously With respect to repayment
and thls was borne out agsln during the visit of the mission through the
failure of the Cnssa and IMI to provide information concerning the amounts
terms and conditions of these loans, even =fter repeated requests for th%s
information,

The Cassa has not vrepared a2 budget for fiscal 1950-51, but is
operrting on an snnusl'L 100 billien Treasury apnropriatien, The first
annusl budget listing recelpts end expendituree will be prepared as of the
end of the current fiscal year for submission to the Treasury and to
Parliament before October 31, 1951. According to its financial statement
of April 19, 1951, the Cassa has received L 49.5 billion from the Treasury
in ouarterly installments. The first installment of L 25 billion represented
the Tressury's o¥n funds, but the bulk of the second ‘installment of L 24,5
billion consisted of the lire counterpart of U,S. interim aid, The third
instellment, due from the Trersury on April 1, 1951, had not been paid up
to April 19, 1951, This situation resulted from the refusal of ECA to
release a corresvonding amount of counterpent lire wi@hout agjeement'with
the Cassa to. submit desired information on land reclemation and irrigation
projects,y including those not financed with ECA funds,

he of April 19, 1951, the Cassa had invested L LL.5 billion of

its funds in Treasury bills, meturing betwveen May 2 and November 2, 1951,
and held 2bout L 1,3 billion in sccount with the Bank of Italy, other
banks, and the Treasury, Only L 4,9 billion was svent for the execution
AP rneadardéa and T O T hi113an €Ar 2Aminiatnaotive avnenase navar thoe eiw
vi AU TW VD Gl M Ve VWddd Wik LWL GAUILLILED Vi YaTY Y vn.yvst?y~ VYA Vs =
months! period of the Cassa's activity, It is not expected that more than

AN T2V T3Aam Wit Wa AL ahiyweon A hefawva Tuna 20 Qe the end of the first
L 42U D3144100 Wiid U GABUUISEL UEIOIC vuUllS JHUy L7 k. VIO Tl 0L e IArsy
year of overations, The following 1s the breakdovn of Cassa expenditures
ag of Anril 19, 1951:
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Poyments Made In Milljion Lire
To locsl lend reform administrations 2,650
For l1ond reclamation and irrigstion werks 953
For vaterworks and afforestation in -
tountain areas 1,208
For construction of aqueducts 60
———
TOTAL L.,871

It should beé noted thet the Board of Directors of the Cassa

hae alroady g‘l'lnn-:#-aﬂ ghout L 1'7 hi114imAn f'rnv ev\aﬂ-nf-%n warks and that about
L A sl U‘A\LJ e ke NN T NI v N o o she Do NS AR e dt L2 0 WA I A RLNA Védae U C' W W W

three quarters of this amount has been committed A further. L
h 13 a1’ A ha anan*#‘*na'l’lv 51YAarated hy +tha ‘nv nR Ad +ha C

~
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the end of the fiscal year 1950-51.
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nt law permits the transfer of publie works projects
12
& A

funds appro-

ne
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ture, to the Cassa providing th
or § ferr

pristed to the Ministries for such projects are transferred to the Cubba
account, This provision of the law may become 1mporta nt in the lster
years of its operstions, provided the Cassa cen demonstrate ite ability
to function effectively.

X1, Bidding and Contracting Practices

The responsibility for the execution of the nrojects in the
Cessa program %111, in most cases, be delegeted to existing consortia and
n=tional, provincial, and municipal agencies which are congidered to be
compt.tent in their particular fields., These agencies may, in turn, either
carry out the vnroject with their ovm personnel and ecuivpment, as in the
case of roed construction by.the provincial public works departments, or,
contrect the work to vrivete firms, In the latter case 2 "contract of
concession" is made by the Cassd with the designated agency and disburse-~
ments are made only on the basis of documentary proof of the completion of
definite steges of the project, TField checks byfrepreéentatives of the
Cassa will be mede to determine the accurscy of the reports on vhich dis-
bursements are based,

If there a2re no vublic egencies qualified to suvervise or
exetute specific nrojects, the Cassa may vlace contracts for such vork
directly with private construction firms.

The bidding practice adopted by the Cassa involves the gub-
mission to bidders of detailed vlans and specifications along with anp
estimated cost, broken dewn into owantities and vrices. Engineering design

= Y

and estimrting mey be done by goyernment agencié),‘cohsortia or consultants,
The bidders simply 2lter their prices conteined i the -ctimate to conforn
with their expected cost. This system leaves much to be des1red because,
by providing an estimated cost to the bidders, the agency ndicates what
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it considers to be 2 fair pric¢e for -the job,: In general, bids have
deviated only slightly from the-originsl estimstes, Hovever, the con-
tractor is held to his bid with no provision for escalstion.

A serious problem which has, in faect, already developed in the
placing of contrects is that of collusion among contractors, With a
program of thig size and with a desire to execute it as repidly ss possible,
there is actually more work available for private contrsctors than they are
able to hendle without- substantiel sdditions to their staff ard eguipment.
Under. such conditiens agreements may be resched. between contractors as to
+ha A2 4- k..;.-:.... of vorlr and tha ameaunts o5f thade hida Mhha Noaome 4 -
uiae Qiseri ua.uu UL vVins il wWic v LUd VUl LIMT LY ViIUDe LUT vapba Lo
avare of this situaticn and is attempting to hold orices at the level of
the estimates, The slement of competitive bidding is lacking and the
situation will orobably get worse as the program progresses..

Xi1. The Problem of Private Investment Funds for Agriculture

¥hile the Cassa will vrovide more than L 770 billion for the
completion of agricultural projects in the ten year program, there is a
substantial reocuirement for private investment funds necessary to bring
the projects into overatfion, The funds to be spent by the Cassa on land
reclamation works, irrigation, land transformation and agricultural
imorovements, represent only the contribution of the government to the
financing of these progranms,

The extent to vhich financial participation of the individual
farmer is required veries considerably with the character of the works
invoIved, In land reclamation and irrigation projects, mejor works such
as dams, mein irrigation and drainage canals, roads and bridges, and
minicipal facilities obtain a relatively large subsidy through the Cassa,
Improvements affecting a single farm or a small group of holdings, such
as secondary irrigation canals, buildings, barns, agricultural machinery,
etc.. receive a much smaller subsidv and are largely the financial responsl.
hility of the individual farmer,

The availability of private capital for the settlement of
farmers on reclamation and irrigation projects has alvays bhaen a .problem

in Italy and has been one of the greatest retarding factors to the proper

ﬂnvn1nnmnn+ of nnriﬂn1+nwn in thege areag, Now, ag in the rest, those
vy &3 V&b\l ewpy vaupw

familiar with agriculture in southern Italy and the islands feel that th

availability of vrivate capital w 411 asafin T4dmidt +ha anaad and
A OB b e vy Mo b ¥ vc. hadad ~R 4 "J. i asa&&& o hilld V UAlP ONUTW Al vl

he
tc which reclaimed land and land acquired -under the reform proceduyre
can be uu;maucutlv settled. If 1¢ is meﬁﬁSible 1o yxuyvr;y settle the
areas in which the Cassa will meke substantial investments, the effort,
of the Cassa will be wasted to & large extent, and, at the present time,
there is no definite program to prevent this situation from developing,
The only solution appears to be that of reallocating funds within the
framework of the Cassa operations to orovide the necessary credits to
cover a part of the cost of secondary works, this a% the oxpense, how-
ever, of reducing the total public works program unless;additional funds
are made available over and above L 1,000 billion which has been allocated,
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Under the present law, the goverrment contribution to major works
amounts to 87.5%, the remaining 12,5% being carried on a prorated basis by
the individual farmers settled in the district., The government contribution
to secondary works and farm improvements averages 38%, requiring the landovmer
to provide 62% of the capital required for such items. For land reclamation
and irrigation projects alone, the Cassa proposes to spend L LLO billion
(3704 million) of which about L 320 billion will be spent on items requiring
a government subsidy of 87.5%. The remaining.amount of about L 120 billion
will be used as government subsidies for secondary works and faym improvements
amounting teo 38% of the total cost. This will require a corresponding expendi-
ture of about I 225 billion ($360 million) by the landowners which brings the
total investment in the agricultural program to about L 995 billion ($X.6
billion) of which I, 770 billion or 7?7 Will be financed by the Cassa,

ditional problem develops in the case of reclamation and
cts where the farmer is required to finance the total cost

du uring the course of conqtructlon and s reimbursed by the
e extent of ‘QRM on completion of the projecty He is ther efgre
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this question on a number of occasions but obtained no satisfactory answer
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he vear 195“&51 and 1951-52, the agricultural programs of the
Cassa are reletively firm except their timing has been altered by the delays
which have been encoannerea in the first year of opsrati--. The following
table shows the total invesiment contemplated, the government contribution,
and the contribution required by individual farmers,
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{ Inlbidddion:lire)
Total investment 139 96
M oemsmassoe mnmdh e diand Yenndh ? aem e lnanaen e
COVEeELIunCiiv COILLILLUULAOIL LWLOURLL
the Cassa 116 72
Contribution of individual
farmers 23 2L
Percentage of private contribution
doms b md N 2 era e mand 1 et ot
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LIe QelLdysS CliCowiveleu LIl Wi QUIeL yearl . Willl J1oUUCT il allQlliyv Ul pllvaue
invesiment which will subseqguently be required, but experience during the
L =

fiscal year 1951-52 should indicate the extent to which private funds will
become available for lnvestment in newly settled areas.
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XIXIX¥, The Organization of the Cassa

The Cassa Law (No, 646) of August 10, 1950 established a Committee
of Ministers to formulate a general vrogram for the improvement of economic
and social conditions in southern Italy to run over a period of 10 years,
starting July 1, 1950. This Committee is composed of the liinisters of
Agriculture and Forestp,Treasury, Industry and Trade, Public Works, and Labor
and Social Security, under the chairmanship of Pietro Campilli, vho is now
Minister of Transport, =/The Committee is designated as "The Committee of
Ministers for the South," The Law establishes the chairman of the liinis~
terial Committee as the supervisor of the administration of the Cassa,

Minister Campilli has formed a technical secretariat for the Com-~
mittee, consisting of seven men selected by him, This secretariat, wnile
not defiritely authorized by the Law, is typical of the orpanizations used
by Minister Campiili during the early stages of any new position which he
has acquirecd in the past, The members act as advisors to him and as a. channel
through which the Commiittee now transmits its directives to the Cassa., On
the basis of past experience with Campilli. organizations of this type, it is
to be expécted that this secretariat will be disbanded as soon as the Cassa
is operating effectively.

The management of the Cassa is the responsibility of 2 Board of
Directors selected for & term of four years, It is composed of a chajrman
appointed by the President of the llepublic¢ con the recommendation of the
Prime }Minister, two-vice~-chairmen,.and ten members appointed by the Prime
Minister after consultation with the Cabinet,

Actual operations of the Cassa are in the hands of a Director
Generdl and a small staff of tecnnical -experts, At the 'present time, three
divisions are in operation, namely,.(l) .land reclamaticn, irrigation, and
land improvement; (2) aquedudts and sewers; and (3) accounting and dibursements.
4n Office of Roads to formulate and supervise the Road Program has also been

o e Y

1/ In July 1951, Mr. Campilli assumed the duties of Minister of Industry
and Commerce.
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established. A fourth division to deal with credlt, industrial development,
t is

and the promotion s hp1pa formed, but as of Anr11 19, 1951 this

Wil JedlS VSiiL Ll b 3 ] 75 =~/ il

D

of urism ‘is
lelSlon had no staff other than the head,

The Cassa is staffed largely with civil servanis detailed from

agovernment denartments and agencies, as orovided h'r the Law, and salaries
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are in line with government rates., A few of the employees, partlcularly at

+he hed ochar 1 avel e have hasrm ranvnitard Fram A e1rla +ha ravravnmant hivt el
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employees have only a temporary status. At the present time, the total
personnel of the Cassa consists of abouy 203 employees, which is not excessive

for the work involved in this operation.

The management of the Cassa has stated that due to the limitations

drmreacad hy Taw +ha g Af adwil acawwmnda +thatr Rava haan Yimahla +a ahdadn
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sufficient numbersof experlenced men having civil service status and they
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obtained outside of the government service.

There are a number of checks on the Cassa operations to prevent
c
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projects in its program. These checks are as follows

1s All programs and program changes require approval of the
ster rt
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to Parliament.,

ed

2. Before authorizing the preparation of any suggested project,
or approving the execution of projects already prepared and
costing over L 100 million, the Cassz must consult vith a
sub-comnittee of the High Council of Public Works.

3. 4 Board of Auditors is established by the. Cassa Law, under

the chairmanship of a councillor of the Court of Accounts.

This Board has the responsibility of determining the regularity
of the Cassa accounts; auditing of its expenditures; review-
ing documentary proof of such expendituresj and ensuring proper
implementation of the law by the Board of Directors.

Le A new advisory committee has been formed which will be respon-
sible for the study and the preparatory work necessary for the
comprehensive overall program. This Committee at present
consists of six men under the chairmanship of Professor Pasquale
Saraceno, Director General of IRI, an outstanding economist who
has been very close to the formulation of the development program
for the South in his past position as Director General of SVILEZ.,

Conclusions
A gy

1. The development program for southern Italy, as presently conceived,
involves a large group of public works and agricultural development projects,
most of which have been planned for many years, and a large number of which
are in thecourse of execution, These projects-are, in general, well studied
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and engineered and construction can be rap{dly,undertaken.

While this program has th¢' obvious political objective of
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Ge strative and technical personnel of the sa are
believed to be competent and fully qualified for the direction of the
program with the exception of those concerned with the industrial and
touristic programs where some restaffing js believed to be requireds

)

Se The greatest deterrent to the realization of the final results of
the program will probably be the lack of credit for private investment in
agriculture. It is likely that the Cassa will find it necessary to provide
such credit in substantial amounts from its own resources in order to
facilitate final settlement of reclaimed areas and lands distributed to
smail farmers under the system of land reform.

6., Earnings resulting from the investments to be made by the Cassa
and private landowners in the agricultural program cannot be determired at
the present time. The types of crops and the availability of markets will
be establlshed when the lands are placed under cultivation-and these may
be substantlalLy different from those contemplated at present.

Te There is no evidence that additional funds derived from domestic
or foreign borrowing will be required by the Cassa for completion of the
public works and agricultural development program. Such funds, however, can
be effectively used in an expanded industrial program in combination vith

funds derived from private sources,

Be The development program has no aspects at the present time which
should prevent the Bank from participating along the lines that are con-
templated that is, the granting of a serles of loans to cover the dollar
impact of the program on the Italian economy. The operations of the Cassa
will, however, requiyre careful review each year before additional commite
ments are made,

E, Wayne Renmbert

July 27, 1951



Region

Isle of Elbm
Southern
Latium

Tronto
district

abruzzi
Molise
Campania
Apulia
Lucania
Calabria
Sicily

Sardinia

TCOTAL

Breakdown of th a Road Program
Rehabilitation .Néw-Construetion Total
millions cost per Fm millions cost per ki
of lire in millions of lire in mllllons
" e P -‘
190 5.0 " — 490
2240 5,0 1600 26,0 3840
200 3.9 - -— 200
5290 5.8 3260 15.5. 8490
3220 49 2000 15.5 5220
8340 Le3 3800 16.5 12140
8010 4e5 1100 7.3 9110
3670 3.9 2270 20,0 5940
5870 5.8 11730 25 17600
7620 5.0 10300 17.8 17920
5350 48 4000 16,0 350
50000 52,9 40000 159.1 90000




Isle of Elba
Southern Latium
Abruzei

Molise

Campania
Apulia

Lucania
Calabria
Sicily
Sardinia

Totdl squeducts

Severs

Estimgted Cogst
2 - TE mww VLo

in million lire
376
2,420
11,020
13.350
38.456
8,000
5.000
4. 606
11,015
72550
101,793
—8:207

110.000



PABLE III

Breakdoun of Lund Reclamation and

Irrigation Program
L e

€Ll A2 1 1 N

Area to be Total
Regions Superficial Area Irrigated 7 - Expenditures
(in thoussnd ha,) (in ‘thousand ha,) (in billion lire)
Southern L atium 187 18.7 9
Abruzzi and Molise 205 23 16
Campania 107 62,1 32
Apulia 762 k7.5 86
Lucania 382 22,3 56
Calabdbria L7l 19,0 61
Sicily 821 101,7 100
Sardinia 257 68,7 2o
Total 3,292 3631 kho



TABLE IV

g;gakd9wn og Elqod and Erosion Control Prqgram

Tstimated Cost
(in millions of lire)

Region Civil Works Reforestation Jotal
Isle of Elba 75 145 220
Southern

Latium 2.254 44186 6440
Trontoe .

district 138 260 398
Abruzzi and

Molise 1.882 3.760 5.642
Campania 1,650 3.150 4.800
Apulia 940 1.400 2.340
Lucania 2.600 3.260 5.860
Galabria 3.400 6.300 9.7C0
Sardinia 1,960 3.640 5.600
Sieily - 9,100 9. 100

14.899 35.201 50,1C0

S vt it st =




TAERLE V
Estimated Results of Irrigation and Transformation in Selected Districts
Based on 1950 CostTs and Prices .

Unit per hectare Volturns O0fanto Tara Metaponto dete gatégig Camnidano

———

'ost of irrigation and

transformation (lire) 603,371 743,009 684,667 658,943 1,089,000 761,857 847,975
Cust to farmer (lire) 201,911 224,704 236,500 171,552 395,800 177,797 239,325
Gross productibn.for _ _ .

sale (lire) a 120,000 71,000 L&y, 000 43,300 34,800 76,400 47,000

b 360, 000 250, 000 203,000 211,360 153,800 20L,4D0 282,000
Net return (lire) a 103,000 53,700 34,000 28,500 27,700 55,400 33,900
b 260,000 168,000 120,000 134,400 134,500 162,000 193,300
Farmers! profits - ‘
(1ire) a 36,000 20,500 8,600 6,300 11,000 24,400 12,300
b 51,000 40,500 2k, 800 18,200 43,000 39,200 30,100
Return on total invest—

ment (per. cent) 2.5 2.7 2.4 1.8 3.0 1.9 2.1
Return on private in- )

vestment (per cent) 7.0 8.9 6.8 6.9 8.1 8.3 7.4
Return on government

investment (per cent) L5 3.8 3.2 3.0 1.6 2.8 7.7
Employment {man-days

per year) a 57 29 24 24 22 33 21

b 162 93 gL 11h 85 130 120
Livestock (live weight
in kg.) a 100 50 40 65 g6 L2 84
b 500 390 400 390 345 450 400
a = before transformation

Source: SVIMEZ - Report on Irrigation and Transformation in Selected Districts,

o’
|

= after transformation
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