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1970 to 1979 Estimates

by Giuseppe Marotta (*) and Patrizia Pagliano (*x)

Abstract

This paper presents a reconstruction of the income
accounts by institutional sector between 1970 and 1979 in
accordance with the new series for the eighties provided by
the Central Institute for Statistics (Istat). The
reconstructed accounts, together with those provided by Istat
after 1980, make it possible to study shifts in the sectoral
composition of (gross) disposable income and saving.
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1. Introduction and main results1

This paper presents a reconstruction of gross
disposable income2 by institutional sector between 1970 and
1979 in accordance with the new series for the eighties
provided by the Central Institute for Statistics (Istat,
1991)3. As a follow-up of the revised production account,
Istat has also modified the old classification of
institutional sectors (Istat, 1983), which now distinguishes
not only between consumer households and sole
proprietorships, but also between public and private
non-financial corporate and quasi-corporate enterprises
(hereafter referred to as enterprises). In order to identify
more clearly the incidence of the public sector in the
Italian economy, we extend the disaggregation by type of
ownership to financial, credit and insurance enterprises.

In our estimates we have used as far as possible the
previously available income accounts, especially for those

1. Wwe are grateful to Alfonsina Caricchia of 1Istat for
helpful discussions at an early stage of the project and
for providing data drawn from the 1983 vValue Added Survey.

2. In the absence of reliable information concerning the
allocation of fixed capital stocks to the different
sectors and in view of the well-known differences between
the depreciation charges drawn from balance sheets and
from national accounts, we do not proceed beyond the
reconstruction of gross disposable income.

3. Istat presented a revised set of accounts covering
initially the period 1983-87 (see Istat, 1990) and later
the period 1980-88 (see Istat, 1991). Newly revised data
for the whole period 1980-88, including significant
changes for the years 1980-82, are given in the final
edition of the 1990 Government Report on the Economic
Situation (Ministry for the Budget, 1991). An earlier
edition of this study (Marotta-Pagliano, 1990) used the
Istat (1990) data to extend the reconstruction of the
sectoral accounts to 1982, disaggregating the credit and
insurance sectors up to 1987 according to type of
ownership.



sectors which, unlike sole proprietorships, were only
marginally affected by the new criteria for evaluating value
added, thanks to the fact that balance sheet information was
already available for them (financial enterprises, large
private companies, public-sector agencies).

These reconstructed income accounts (for all sectors
up to 1979 and for credit and insurance enterprises up to
1988) together with those provided by Istat after 1980, make
it possible to study shifts in the sectoral composition of
(gross) disposaple income and saving.

The first aspect to underscore is that the ratio to
the national total of private (as properly defined in this
study) disposable income, after peaking in 1975 at 92 per
cent, declined, albeit with fluctuations, until in 1988 it
was close to the values of the early seventies (approximately
87 per cent, see Figure 1 and Table 1).

In spite of considerable fluctuations, this pattern
reflects the growth in the contribution to income (and to
saving) of enterprises in general and public enterprises in
particular. The latter’s share of national income rose from
about one percentage point in the period 1970-78 to a maximum
of three points in 1986.

If the public and private sectors are examined
separately, this increase in the share of enterprises is due
mainly to the non-financial component. In the public sector,
the trend was particuiarly marked because of the improved
business conditions of the enterprises, whose bottom 1line
results had been negative for most of the seventies (Figure
2). Bearing in mind the steady, though declining,
contribution coming from credit and insurance institutions,
general government’s contribution to public sector income
dropped by more than fourteen percentage points between 1970
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1970 58489 58939 9156 67645
1971 64204 64343 9324 73529
1972 71216 71290 9242 80458
1973 86449 86573 10727 97178
19748 108773 109443 13392 122168
1975 127063 128686 11430 138492
1976 158545 160201 16189 174734
1977 192660 194756 21833 214493
1978 229484 231936 23837 253321
1979 279626 283153 32443 311519
1980 342151 349815 47342 389453
1981 414059 420719 48559 462618
1982 483564 493373 58806 542370
1983 $61458 570364 69400 630958
1984 639216 656955 83923 723138
1985 710276 729412 96137 806412
1986 778857 805491 111638 890494
1987 852708 972372 122489 975197
1988 935768 964650 L 145923 L 1031691 L
PronrccaPoacnncaannme R e Lo L cocmePoscccvacemama
(A) EXCLUDING NON-FINANCIAL AND INSURANCE ENTERPRISES AND CREDIT
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(B) USING THE CLASSIFICATION OF THE PRIVATE SECTOR FROM THE OLD
NATIONAL ACCOUNTS.
(C) INCLUDING AND ITS CONTROLLED FINANCIAL ANXD

(D)

GENERAL
NON-FINANCIAL INSTITUTIONS

NATIORAL TOTAL



and 1988. The same trend, though less marked, is to be found
in the private sector, where the contribution to disposable
income of consumer households has remained close to 90 per
cent (Table 2). Here too, however -~ and particularly in the
years 1984-88 -- there was a slight decline in the share of
households, to the advantage of non-financial enterprises.

The enhanced role of enterprises in the private
sector emerges more clearly when the item gross saving is
examined. The definition wused in this paper, 1i.e. gross
disposable income minus residents’ final consumption, is not
entirely appropriate since the lack of reconstructed data on
the net changes in severance pay funds yields an wunder/-

overestimation of the saving of households/enterprises4.

The ratio to national income of private saving first
climbed, reaching a maximum of 31 per cent in 1978,
subsequently declining to approximately 24.5 per cent in
1988; households’ contribution to this aggregate recorded a
more pronounced fall: in 1986-88 it was more than two points
lower than in 1970 (Figure 3).

Also with regard to the composition of private sector
saving, the share of households, which was relatively stable
at around two thirds until 1985, subsequently dropped to 1980
levels, some four points lower than in 1970 (Figure 4). As a
counterpart to fluctuations in the propensity to save, which
was more pronounced in the eighties than in the sevénties,
the average ptopensityhto consume rose by 7 points between
1978 and 1988, to finish about 4 points higher than in 1970

4. It is worth mentioning that for the years 1980-88 1Istat
reports that net changes in severance pay funds, which
according to the European System of Integrated Economic
Accounts conventions contribute to saving, accounted for
7-8 per cent of consumer households’ saving as defined in
this paper. B
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TABLE 2
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PRIVATE SECTOR: GROSS DISPOSABLZ INCOME

(P!RC!NTAG! COHEOSIIION)
D decceecccccccboccccccenccendoccsanacacaae T bl +
YEAR CONSUMER CORPORATE & INSURANCE
HOUSEHOLDS PROPRIBTOR- Q-CORPORATE & CREDIT
SHIPS ENTERPRISES | INSTITUTIONS
D teconmonn ccceboccmcaccnnaan N bececcmncann—- *
1970 87.4 4.0 8.2 .4
1971 88.2 3.6 7.6 .5
1972 88.2 3.5 7.8 .5
1973 87.8 3.5 8.1 .5
1974 87.2 3.5 8.5 .8
1975 88.2 3.5 7.3 1.0
1976 87.2 3.5 8.4 .9
1977 88.1 3.5 7.6 .8
1978 87.8 3.6 7.8 .9
1979 87.0 3.7 8.5 .8
1980 86.8 2.4 9.7 1.1
1981 89.0 2.5 7.5 1.0
1982 895.4 3.9 5.9 .9
1983 89.6 3.7 5.8 .9
1984 88.7 3.1 7.2 1.0
1985 88.7 2.3 8.1 .9
1986 87.3 3.5 8.3 .9
1987 87.5 3.9 7.6 .9
1988 87.7 3.0 8.4 .9




Private sector: gross saving ratio (1)

Figure 3
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(Figure 5). While the shares of smaller (less than 20
employees) sole proprietorships, credit and insurance
institutions remained comparatively stable, the contribution
to the formation of private saving of non-financial enter-
prises reached almost 30 per cent between 1985 and 1988,
approximately 4 points more than in 1970.

In the following Sections we illustrate firstly the
classification of sectors adopted (Section 2) and the overall
estimation criteria and statistical sources utilized (Section
3); we then describe how the main items of the income
accounts. were reconstructed (Section 4). The Appendix
presents the detailed accounts over the period 1970-79
(1970-88 for credit and insurance institutions).

2. Classification by sector

According to the recently introduced breakdown by
institutional sector, resident economic units are classified
as:

a) General government;

b) Credit institutions;

c) Insurance enterprises;

d) Households, sub-divided into:

dl) consumer households and private non-profit

institutions (NPI)

d2) sole proprietorships with fewer than 20 employees

(SP<20);
e) Non-financial corporate and guasi-corporate
enterprises(NFEs), sub-divided into:

el) private NFEs, including sole proprietorships

with at least 20 employees;

e2) public NFEs, including:

- autonomous market wundertakings, escluding the

State Railways;
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- municipal and regional government ‘agencies and
syndicates;

- State-controlled enterprises;

- Enel (National Electricity Authority)

The main differences between this classification and
its predecessor (Istat, 1983) are to be found in the
household sector. On the one hand, the current definition of
consumer households includes private non-profit institutions,
which were formerly considered separately; on the other hand
-- and more importantly -- smaller sole proprietorships have
been classified as a sub-division of the household sector.
Larger sole proprietorships are included, without separate
status, among private NFEs. The earlier classification
included in the household sector sole proprietorships with up
to 50 or 100 employees according to whether they operated in
the services or manufacturing sector.

As well as reconstructing the income accounts for the
years 1970-1979 in accordance with the new and more detailed
classification, we have disaggregated the <credit and
insurance institutions by type of ownership.

With regard to credit institutions, which include the
central bank, commercial and savings banks, special credit
institutions and the various types of financial enterprises
(leasing, factoring and consumer credit institutions,
stockbrokers, etc.), the need for homogeneous time series
data and the acknowledgement that non-bank operators acquired
importance only from the end of the seventies, suggested
bringing together the private sector and the combined
"Ordinary Commercial” and "Cooperative" banks, drawn from the
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Bank of 1Italy’s banking statisticss. On account of their
insignificant contribution, we chose to neglect privately-
owned special credit institutions (namely 1Interbanca, which
is controlled by Banca Nazionale dell’Agricoltura, and
Centrobanca, controlled by the cooperative banks). To sum up,
once the items relating to total <credit institutions, which
for the most part coincided with the earlier sectoral
accounts, and to the privately-owned subset had been
identified, the estimates for the government-controlled
component were obtained residually. In the case of the
private sector the procedure adopted resulted on the one hand
in an underestimation, due to the exclusion of the rural and
artisans’ banks and of all wunits engaged in non-banking
financial services and, on the other hand, in an
overestimation, due to not having taken out ordinary
commercial banks controlled by non-private shareholders.

In the case of insurance enterprises, we reversed the
above estimation procedure, obtaining residually the private
-sector income account by netting the aggregate data of the
corresponding items for the leading publicly-owned
enterprises - INA and its subsidiary Assitalia - drawn from.
ANIA (various issues).

The estimation of public NFEs’ accounts was carried
out in two stages. First, the balance sheet figures were used
to reconstruct selected items of the combined accounts
relating to an aggregate subset, composed of municipal
companies, state-controlled companies, autonomous market
undertakings, including the State Railways, and ENEL. The

5. Aggregate income accounts of various types of banks,
published annually in the Appendix to the Bank of Italy’s
Annual Report, are available only from 1974 on. For the
years 1970-73 estimates were obtained by linkage with the
grand total aggregate.
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resulting series of gross operating surplus, interest and
income tax were linked to the corresponding series for public
NFEs computed by Istat for the base vyear, 19836 . For the
remaining minor items the corresponding series of the NFEs in
the old national accounting system were allocated to the
public and private NFEs according to the 1983 ratios.

3. Estimation criteria and statistical sources

When reconstructing the income accounts it is
desirable to distinguish between primary distribution of
income, particularly gross operating surplus, and transfers.
Whereas the revised classification of sectors has affected
all items, the new criteria for estimating value added affect
only gross operating surplus.

The constraints involved in reconstructing the
accounts consistently with national accounting aggregates
derive from the fact that data on national gross disposable
income and on international transactions have been revised by
Istat from 1970 on, while those relating to the consolidated
general government account have been revised only from 1980.
Given the presumably scant quantitative importance of
retrospective changes in the 1latter accounts for the
seventies, our calculations should not be unduly affected.

After taking account of the consistency constraints
just mentioned, the general approach followed in our
estimation procedure can be summarized as follows:

a) we assumed that the accounts for the credit and

insurance sectors (except as specified below) are not to be
revised;

6. See Sect. 3 (d) for the rationale of this choice.
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b) we split the old household sector into consumer
units and sole proprietorships and further sub-divided
the 1latter according to size, drawing on wunpublished data
taken from the 1983 Value Added Survey for sole proprietor-
ships with between 20 and 50 employees in the services sector
and between 20 and 100 in manufacturing;

c) we removed from the NFE sector those under state
control and added sole proprietorships with at least 20
employees;

d) fixed ratios derived from the new income accounts
for 1983 were wutilized for purposes of sectoral classifi-
cation. We chose 1983 as the base year on the assumption that
the 1initial choice by 1Istat to publish revised sectoral
accounts starting from that year (Istat, 1990) was motivated
by the better quality of information made available through
the 1981 census and the estimation of the 1982 enlarged
input-output tables as well as by the availability of other
source material starting that year (see 1Istat, 1990, p. 12,
reproduced in Istat, 1991, p. 15).

The reconstruction of time series for the main items
of the public NFE accounts was based: in the case of ENEL, on
the authority’s balance sheet; in the case of municipal
companies, on data from CISPEL; in the case of autonomous
market undertakings (including the State Railways), on Bank
of Italy estimates of their comnsolidated (cash) accounts. For
state-controlled enterprises, the consolidated accounts
provided by the supervising Ministry were discarded as a
possible source, because of the frequent changes in the
criteria used, and the estimates published in Mediobanca
(various issues) were used instead. The Mediobanca data have
the advantage of being collected and reclassified according
to homogeneous criteria and of offering an almost complete
annual coverage of state-controlled companies.



-17 -
4. Estimation of the main income accounts items

This Section gives details of the criteria followed
in allocating by sector the main items included in the
formation of gross disposable income. Unless otherwise
specified, the fixed ratios wutilized are derived from the
1983 Istat accounts.

4.1 Gross operating surplus

The gross operating surplus (GOS) of the private
non-financial sector was the item most affected, upwards,
by the revision of the production account. Given the GOS
for general government and for the public NFEs, we
computed other sectors’ GOS as follows:

a) Credit institutions and insurance enterprises.
Given that the ratio between the GOS of these two sectors
combined and the GOS of the ’credit and insurance’ branch
for the years 1980-86 was stable around values slightly
above unity, the series for the years 1970-79 was obtained
by multiplying by a factor of 1.005 the GOS of the branch
and allocating the total between <credit institutions and
insurance enterprises according to fixed weights (95.5 per
cent and 4.5 per cent respectively).

b) Consumer households. Since this entry
represents essentially actual and imputed housing rents,
this sector was allocated 95.4 per cent of the value added
for the renting of buildings (VALOC).

c) Sole proprietorships with fewer than 20
employees (SP<20). The formula adopted was as follows:

SP<20 H NF
GOS = {GOS - 0.954*VALOC + [(l-a)*(GOS -
ONA ONA

VALOC) 1}1*8
REV
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where

NFE NFE SP»20

GOS - (GOS + GOS )

NNA ONA

@ = = 0.2
NF
[GOS - VALOC]
REV

SP<20 SP

f = GOS / GOS = 0.957

The symbols in braces represent the GOS
attributable under the new national accounting system
(NNA) to all sole proprietorships (SP), bearing in mind
that households (H) also include consumers: the first
two terms identify the GOS of SPs implicit in the old
national accounting system (ONA); the expression in the
square brackets represents the quota, 1 - «, to ascribe to
SPs, of the revised GOS, net of VALOC, of the non-
financial sector (NF). The share, B, of the aggregate thus
calculated and set in the braces was finally allocated to
smaller sole proprietorships7.

d) Private corporate and quasi-corporate
enterprises. This item is obtained as a residue.

4.2 Interest

Once interests received and paid had been

As an indirect check of the reliability of the proposed
estimation criteria, it is interesting to compare the
gross operating surplus values for smaller sole
proprietorships presented in Marotta-Pagliano (1990) with
those published in Istat (1991) and by the Ministry for
the Budget (1991), both referring to the three-year
period 1980-82. The largest difference in the first two
studies, amounting in 1982 to -9.6 per cent by comparison
with the Istat data was more than halved (to -4.2) in the
subsequently revised data published in the third work.
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allocated to the rest of the world, general government,
insurance enterprises, credit institutions and public
NFEs, the following estimation procedure was adopted for.
the remaining sectors:

a) Consumer households and smaller sole proprietorships.
In addition to the entries relating to private non-profit
institutions, the first sector was assigned 95 per cent of
interest received and 35 per cent of interest paid of the
corresponding items of the ONA households sector. The
remaining interest was divided between smaller and larger
sole proprietorships respectively at rates of 87/13 per
cent for interests received and 92/8 per cent for
interests paid.

b) Private NFEs. This sector was assigned the still
unallocated share of interest paid imputable to .ONA
households and NFEs. Interest received was obtained
residually from the grand total of interests.

4.3 Current taxes on income and wealth8

Since the 1983 data show that taxes owed by larger
sole proprietorships were negligible (less than 0.5 per
cent of those paid by ONA households), we allocated the
combined taxes paid by the latter and by private
non-profit institutions at rates of 94/6 per cent
respectively to consumer households and smaller SPs; the
entry for private NFEs was obtained residually.

It should be noted that neither the old or new national
accounts consolidate current taxes fo general government.
For reasons of homogeneity with the series derived after
1980 from the consolidated general government account,
consolidation has here been extended to the seventies. It
is worth recalling that in the new national accounts
current taxes on income and wealth do not, as they did in
the old accounts, include revenue from the 1982-84 tax
amnesty (see Istat, 1987, Table 2.13).
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4.4 Withdrawals from the entrepreneurial income of
sole proprietorships

This entry, not included in the previous accounts,
represents income from self-employment and is estimated as
88 per cent (the ratio derived from the NNA figures for
smaller sole proprietorships) of the gross disposable
income of the sector prior to withdrawals.

4.5 Other items

4.5.1 withdrawals from the entrepreneurial income of

enterprises

This item was introduced in the new national
accounts. It is estimated as being equal to 9.5 per cent
of the GOS of private NFEs.

4.5.2 Dividends and other distributed income

Given the ONA general total and the asset and
liability side items for the rest of the world,
insurance enterprises, general government and consumer
households, the remaining sectors were allocated as
follows:

a) Credit institutions: dividends paid were
arbitrarily divided equally between public and private
institutions; dividends received were imputed only to
private institutions;

b) Public NFEs: dividends paid were taken as
those published by Mediobanca for the preceding calendar
year;

c) Private NFEs: unallocated share of dividends
paid; dividends received were imputed at rates of 63 and
37 per cent respectively to private and public NFEs.
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4.5.3 Imputed social contributions

The aggregate series on the liability side of
the consumer households account was taken from the
1975-79 Social Security consolidated accounts published
by ISTAT (1987). For the years before 1975 the data were
based on the old series.

With regard to imputations to the receiving
sectors, those relating to public and private credit
institution§ were allocated in proportion to employees’
compensation. For insurance enterprises, for which no
data on labour costs were available, the ONA entries
were imputed by type of ownership in proportion to
interest received, which was taken as indicating output.
Consumer households and smaller sole proprietorships
were attributed the ONA households (plus NPIs) entries
at rates of 6 and 79 per cent respectively. The residue
was finally distributed among private and public NFEs at
rates of 69.5 and 30.5 per cent respectively.

4.5.4 Social benefits

The liability side items of the rest of the
world and general government accounts are known; the
allocation between credit and insurance institutions
follows the same criteria adopted for imputed social
contributions. 1In the case of consumer households and
smaller sole proprietorships, the ONA data were imputed
at rates of 4 per cent to the former and 58 per cent to
the latter. The residue was allocated to private and
public NFEs in proportions of 67.5 and 32.5 per cent
respectively. The aggregate series thus obtained, net of
the amount allocated to the rest of the world, was
imputed entirely to consumer households.
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4.5.5 Imputed output of bank and insurance services

The NNA data were allocated among (private and
public) credit and insurance institutions in proportion
to net interests received.
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Statistical Annex: Distribution of Income and Current
Transactions with the Rest of the World Account

Tables 1-10 Institutional sectors: 1970-1979.

Table 11 Consumer households: 1970-1979.

Table 12 Sole proprietorships with less than 20
employees: 1970-1979.

Table 13 Non-financial private corporate and quasi-
corporate enterprises: 1970-1979.

Table 14 Non-financial private enterprises: 1970-1979.

Table 15 Non-financial public corporate and quasi-
corporate enterprises: 1970-1979.

Table 16 Private credit institutions: 1970-1988.

Table 17 Public credit institutions: 1970-1988.

Table 18 Private insurance enterprises: 1970-1988.

Table 19 Public insurance enterprises: 1970-1988.
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Abstract

This paper provides a statistical reconstruction of
the 1Italian saving rate between 1951 and 1990, based on the
recent reworking of the national accounts by Golinelli and
Monterastelli (1990) and in accordance with the official data
supplied by the Government’s Relazione Generale sulla
Situazione Economica del Paese for the year 1990 (RGSEP,
1991).
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1 Introductiont

This paper provides a statistical reconstruction of the Italian saving rate
between 1951 and 1990, based on the recent reworking of the national accounts
by Golinelli and Monterastelli (1990) and in accordance with the official data
supplied by the Government's Relazione Generale sulla Situazione Economica del
Paese for the year 1990 (RGSEP, 1991).

The main results are given in Tables 1-20. In particular, they trace the
evolution of the saving rate (both net and gross of depreciation) for the most
significant definitions of the term.? The aggregate saving rate is broken down
into separate series for the public and the private sector, and within the latter
for consumer households and for firms.® In what follows the methodology underlying

the statistical reconstruction is presented in detail. We illustrate, firstly, the

1 Research Department, Bank of Italy and Department of Economics, University
of Modena, respectively. We should like to thank Fabrizio Barca, Luigi Guiso,
Giuseppe Marotta, Ignazio Visco and Vincenzo Siesto for their helpful comments
on an earlier version of the present paper.

2 For the saving rate, as for many other economic quantities, issues of definition
and measurement are closely interrelated with the underlying hypotheses
on economic behaviour. See, for instance, Bradford (1990, 1991) and Eisner
(1991).

3 The national accounts currently employ a definition of "general government"
that comprises the central government, local governments and social security
institutions. Lacking comprehensive data on other public agencies, the public
sector is hereafter defined as the aggregate of "general government" plus
the Bank of Italy. The private sector, derived as a residual, thus comprises:
households (both "pure", i. e. consumer households, and producer house-
holds), non-financial enterprises (including publicly owned ones), banks and
special credit institutions, finance companies, investment funds, insurance’
companies, and a number of autonomous government agencies (state mon-
opolies, the Post Office, the State Telephone Service, the State Railways)
and municipal firms. The latter, which form part: of general government in
the broad sense, are nevertheless properly counted as part of the private
sector, because the services they provide, though on a monopoly basis, are
market services. Notwithstanding the rationale behind accounting definitions,
the inclusion of government agencies, municipal firms and publicly owned
corporationsin the private sector is far from being a satisfactory arrangement
from a behavioural point of view.



methodological issues underlying the concept of consumption (Sections 2-5) and
investment (Sections 6 and 7). We then proceed to discuss the reconstruction of

the series on disposable income (Sections 8-12) and wealth (Sections 13-16).
2 Domestic final consumption: expenditure on (investment in) durables goods

Expenditure series for each of the seven items that make up this category
have been separately reconstructed: (i) furniture, carpeting, wall coverings; (ii)
household appliances; (iii) medical equipment and materials; (iv) personal transport
equipment; (v) TV, radio, hi-fi equipment; (vi) photographic equipment, mﬁsical

instruments, boats; (vii) jewelry and costume jewelry.

Unpublished expenditure data (consistent with the Government's Relazione
Generale sulla Situazione Economica del Paese or RGSEP, 1991) are available from
the Italian Statistical Office (Istat) at constant (1985) prices and current prices
since 1970. For the years 1951-1969, constant price figures for the mentioned
items have. been extrapolated backward as follows. Items (i), (ii) and (iii) were
attributed the time path of the corresponding figures in Golinelli and Monterastelli
(1990, Table H40CO) and Manfroni (1984), for the years 1951-1969 and 1930-1950,
respectively. The 1970 observation on item (iv) was extrapolated backward using,
from 1951-1969, the information taken from Golinelli and Monterastelli (1990, Table
H15C0) and, for the years 1930-1950, the constant price data provided in Manfroni
(1984). Finally, for the years 1930-1969, items (v), (vi) and (vii) were attributed

the time path of the corresponding figures in Manfroni (1984).

Current price figures for these seven items have been derived as follows.
Appropriate deflators (from Istat) have been applied to the foregoing constant
price wvalues for the years 1970-1990, and extrapolated backward using the
corresponding price deflators provided in Golinelli and Monterastelli {1990, Tables
H15CU and H40CO) or, as necessary, the information given in an earlier study
by the Bank of Italy, for 1950-1969. As detailed data were lacking, it proved
necessary to attribute the same deflator to items (i) and (ii) above, for the years
1951-1960.



It should be noticed that the items above unfortunately include repair and
maintenance expenditure, which would be more properly treated as a separate

item.

3 Domestic final consumption: expenditure on semi-durable and non-durable goods
and services

Total domestic final consumption expenditure (at current and constant (1985)
price) has been taken from Golinelli and Monterastelli (1990, Tables H13YU and
H13YO0). Domestic final consumption expenditure on semi-durable and non-durable
goods has been obtained subtracting purchases.of consumer durables from the
total.

4 Final consumption expenditure of resident households

This aggregate has been obtained by adding to total domestic consumption
expenditure (Section 3, above) direct purchases abroad by resident households
and subtracting direct purchases in the domestic market by non-resident
households at current and constant prices (source: Golinelli e Monterastelli 1990,
Tavv. H15CU e H15CO0).

5 "Economic" consumption expenditure of resident households

This aggregate has been obtained by subtracting purchases of durable goods
(Section 2, above) from final consumption expenditure of resident households
(Section 4, above) and adding the services provided by the outstanding stock
of consumers' durables. The latter should properly be diminished by repair and
maintenance costs and the interest on consumer credit (Holloway 1989), but reliable

estimates of these items are lacking.

Services provided by the outstanding stock of consumer durables (at current
prices) have been estimated by multiplying the stock of such goods at constant
(1985) prices by the appropriate ﬁser cost. For the i-th durable good, the latter
is defined as follows:

q,=p,(r+a+6,—‘n')+p,t,



where p, is the i-th consumer durable deflator (Sectiony 2), r is the nominal

interest rate on long-term Government bonds (source: Bank of Italy), §, is the
depreciation rate on the i-th durable good (Section 13, below), n®is the expected
annual rate of change of consumer prices (unweighted average of annualized
semi-annual observations; source: Bank of Italy)* and « is a risk premium, constant
over the period.® Finally, ¢, indicates the property tax rate on the i-th durable
good, which is zero in all cases except personal transport equipment (i = iv); in
this case the tax rate is approximated by the ratio to the existing stock of
vehicles of the revenue generated by "automotive taxes paid by households"
(RGSEP 1991, Annex I1I-2; Istat 1991, Table 1.6; Istat 1981, Table 23; Istat 1973,
Table 19), gross of one-time levies on motor vehicles.

Of course, estimating the value of services provided by the outstanding
stock of durable goods on the basis of their user cost is far from being the
only procedure available. Estimates based on the market price of the services
themselves are likely to be a viable alternative, at least for some goods (Katz
1982).

In real terms, the "economic" consumption of durable goods corresponds to
the yield on the net stock of capital {(at constant (1985) prices, gross of depreciation)
of each category of consumer durables listed in Section 2. Again, alternative

estimation methods are available.

The method used in reconstructing the data series for the stock of consumer
durables is described in Section 13, below. Note, by the way, that the procedure
just described assumes that consumer spending abroad by Italian residents and
byl non-resident households in the domestic market is entirely for non-durable

goods and services.

4 Strictly speaking, n® should stand for the expected change in the price of a
specific durable good. For the sake of simplicity, it has been set equal to
the expected change in the general consumer price index. On the price
expectation series used in this paper see Visco (1984).

5 This procedure differs marginally from the one used in other, similar studies
(e. g., Banca d'Italia 1986), where the real interest rate is not allowed to
take on negative values.



6 Gross fixed capital formation in the private sector

This item comprises private~sector investment in dwellings, in non-residential
buildings and in machinery, equipment and transport equipment. Gross capital
formation in non-residential buildings does not include public works {(drainages,
telecommunications, railways), which are all attributed to the public sector,

regardless of the activity of owner.

The data series on investment in dwellings, at constant (1985) prices, has
been reconstructed by projecting backward the data for 1970-1990 from. RGSEP
(1991, Annex I-36) and Istat (1989, Table 27), using the corresponding information
provided in Manfroni (1984). Current price values, consistent with the information
in RGSEP (1991) and in Istat (1989) for the years 1970-1990, have been derived
by exploiting the ‘information in Istat (1981, Table 21) for the years 1960-1969
and in Siesto (1975, Table 10) for the years 1951-1959.

Given investment in dwellings, given gross capital formation (at current and
constant prices; source: Golinelli and Monterastelli 1990, Tables H13YU and H13Y0)
and given gross fixed capital formation in the public sector (Section 7. below),
current and constant (1985) prices investment in non-residential buildings,

machinery, equipment and transport equipment could be obtained as a residual.
7 Gross fixed capital formation in the public sector

In this case, the quantity to be estimated corresponds to an intermediate
concept between the national accounts' "gross fixed investment goods used by
the non-market services sector" and the "gross fixed investment" acceptation of
the government budget. The former quantity has been increased by the value
of investment in public works, which the national accounts ordinarily impute to

end users in the private sector.

The series on gross fixed investment in non-market services at current and
at constant prices have been taken from Golinelli and Monterastelli (1990, Tables
H19I10K1, H19I0K2, H19I0B, H19IUK1, H19IUK2, H19iUB). As far as public work
investment is concerned, current and constant price series have been derived,
for the years 1970-1990, from unpublished Istat data. For the years 1951-1969,

the constant price series has been derived by attributing to the foregoing



constant price aggregate the time path of a subset of public work investment
corresponding, in 1970, to about 70 percent of the total. This subset, taken from
Manfroni (1984), includes public works in agriculture, transportation and tele-
communications. The constant price series was then converted to current prices

using the public works investment deflator as given in Istat (1973, Table 40).
8 National disposable income

-‘This series, at current prices, has been reconstructed as the sum of final
consumption expenditure of resident households (Section 4, above), government
final consumption expenditure and gross national saving, itself derived as the
sum of gross fixed capital formation (Sections 6 and 7), increase in stocks (source:
Golinelli and Monterastelli 1990, Table H13YU) and the net external balance on
current transactions (IMF definition; source: Golinelli and Monterastelli 1990, Tav.
H16CORDM).

The gross national disposable income thus derived is consistent with the
traditional treatment of consumer durables in the national accounts. Treating
these consumer goods differently, as in Section 5, to yield a gross "economic"
national disposable income requires adding to the national accounts figure the
value of the services provided by the outstanding stock of durables.® The series
could be further adjusted to take account of capital gains and losses on the

stock of assets denominated in foreign currency (as in Section 12, below).

Given the reconstructed series for gross national disposable income, estimating
net national disposable income implies estimating the depreciation of the economy's
physical stock of capital. This has been done using depreciation figures consistent
with the reconstruction of capital stock figures since 1951. For the yeafs 1980-1990,
depreciation figures correspond to those provided in RGSEP (1991). In the
"economic" version of net national disposable income, to capital depreciation so
derived is added the depreciation of the stock of consumer durables (Section 14,
below).

6 Net of repair and maintenance costs as well as interest on consumer credit for
durable goods purchases (which, as noted earlier, cannot be distinguished
from purcheses) and gross of depreciation.



9 Disposable income of the public sector

Current receipts and disbursements of the consolidated general government
accounts have been reconstructed net of reimbursement of interest to the Treasury
by fhe Bank of Italy (source: Golinelli and Monterastelli 1990, Table H24CECAP
and Bank of Italy, for the latter item). The gross disposable income of the public
sector so obtained has been further adjusted to take into account the capital
gains and losses on the outstanding stock of debt and on notes and coins in

circulation (as in Section .12, below).

Finally, in shifting to the notion of net disposable income, the estimate of
public sector consumption of fixed capital should follow from the data series on
the stock of fixed capital, as set forth in Section 16, below. Definitional problems
preclude this approach, however, so the data available in RGSEP (1991, Annex
I-37) and Istat (1981) have been extrapolated backwards using the rates of
increase in the corresponding item given in Istat (1973) for the years 1951-1969.

10 Disposable income of the private sector

This variable has been derived from national disposable income (either gross
or net of depreciation, and modified as need be to take into account differences
in the treatment of consumer durables and of capital gains and losses) by
subt;acting public sector disposable income, appropriately defined.

11 Disposable income of "consumer" households

Marotta and Pagliano (1992) provides a reconstruction of gross disposable
income by institutional sector from 1970 to 1979 that is consistent with the
corresponding data from RGSEP (1991) for 1980-1988. Their reconstruction makes
it possible to study the allocation of gross private sector savings by institutional
sector from 1970 to 1988.7

7 Marotta and Pagliano's (1992) estimates marginally diverge from Golinelli's (1992)
ones which incorporate slightly different information on public sector
accounts.



Within the private sector special importance attaclies to the "consumer
households" sector, which in a change from previous definitions now includes
private non-profit institutions (which formerly constituted a separate category)
but excludes sole proprietorships.® The "consumer household" category permits
more detailed investigation of household behaviour and is of particular statistical
interest in that it corresponds relatively closely to "households" as defined in
the old national accounts series (Siesto 1973, p. 65), which classed sole pro-
prietoships and small partnerships together with corporate and quasi-corporate
enterprises as non-financial enterprises, while placing "private non-profit
institutions" in the household sector. Obviously, this makes possible the con-
struction of at least an approximate series for the gross dis}msable ‘income of

consumer households for the years 1951-1969.°

To reconstruct this series, the asset and liability sides of the households'
income account (see Marotta and Pagliano 1992, Table 11) were first appropriately
aggregated, then elaborated as follows.

(i) Gross operating surplus. As in Marotta and Pagliano (1992), 95.4 per cent
of the value added for rentals of buildings has been allocated to this sector
(source: Golinelli and Monterastelli 1990, Table H22QVU, for the years 1951-1969).

(ii) Compensation of employees. For 1951-1969, taken from Golinelli and
Monterastelli (1990, Table H22WB).

(iii) Withdrawals from entrepreneurial income and casualty insurance
transactions. This item comprises withdrawals from sole proprietorships, cor-
porations and quasi-corporations, as well as net casualty insurance claims and
premiums. For the years from 1961 to 1969, the series has been constructed

exploiting the information on "miscellaneous incomes of individidual entrepreneurs

8 Sole proprietorships with fewer than 20 employees are classed with households;
those with at least 20 employees, with non-financial corporate ad
quasi-corporate enterprises.

9 For 1989 and 1990, the series uses the updating given in Banca d'Italia (1991).



and associates"'® as -reported in the old income accounts by institutional sector
{source: Istat 1984)''. For the period 1951-1990, no breakdown by institutional
sector being available, the item has been estimated as 68.5 per. cent of the gross
operating surplus of the private sector net of the item defined under (i) above.This

is the percentage found in 1961.

(iv) Net investment income. This covers net interest income, net imputed
interest accruing to insurance policies, net income from land and intangible assets,
dividends and other distributed income. For the years from 1961 to 1969, the
reconstruction exploits the information on "net investment income"?? as reported
in the old income accounts by institutional sectors (source: Istat 1984‘)13‘ For
1951-1960, lacking a sectoral breakdown, this item has been estimated generating,
first, an estimate for a subset of households' financial wealth comprising deposits,
private bonds and government securities (source: Cotula and Caron 1971, App.
I and II) and subsequently applying to this aggregate an estimate of the average
return on financial assets. The latter has been estimated for the years 1951-1961,
attributing the time path of the average annual interest rate on government
securities (source: Bank of Italy) to the implicit yield on households' financial
assets which had been observed, in 1961, to be around 3.62 per cent.

A}

10 Comprising withdrawals from entrepreneurial income of sole proprietorships
not included among corporate and quasi-corporate enterprises, withdrawals
from the entrepreneurial income of quasi-corporate enterprises as well as
net casualty insurance transactions.

11 For only one year (1970), is it possible to compare the estimates given in
Marotta and Pagliano (1992) for consumer households (which include private
non-profit institutions) with those of the old national accounts series for
consumer households and private non-profit institutions. In this case, the
latter is equal to about 95 percent of the former. The comparison must be
treated cautiously, moreover, in that the two estimates refer to completely
different national accounting frameworks.

12 Comprising net rental income from land and intangible assets, net interest
income, and dividends and other distributed profits.

13 In the only year for which it is possible to compare the estimate given in
Marotta and Pagliano (1992) with that of the old national accounts, i. e. 1970,
the latter is equal to about 131 per cent of the former. Presumably, the old
national accounts figure included some minor items now counted as part of
withdrawals from entrepreneurial income.
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(v) Imputed social contributions. For 1951-1969, imputed social contributions
on the asset side have been valued at 0.64 per cent of employees' compensation
(source: Golinelli and Monterastelli 1990, Table H22WB).

{(vi) Net social benefits. For the years from 1961 to 1969, the series has
been constructed exploiting the information on "social benefits" as reported in
the old income accounts by institutional sector (source: Istat 1984).}* For the
period 1951-1960, no breakdown by institutional sector being available, the item
has been estimated as 106.4 per cent of the item "social benefits" in the general
government income accounts (source: Golinelli and Monterastelli 1990, Table
H24CECAP). This is the percentage observed in 1961.

(vii) Net current transfers. On the assets side, this entry comprises current
transfer payments to private non-profit institutions, private international transfers
and miscellaneous current transfers; on the liability side, miscellaneous current
transfers. For the years from 1961 to 1969, the series has been constructed
exploiting the information on "current transfer payments"'® as reported in the
old income accounts by institutional sector (source: Istat 1984).’* There being no
sectoral data for the period 1951-1960, the series has been estimated as 81.2 per
cent of the total of the following items: "transfers to private non-profit institutions"
from the generai government income accounts (source: Golinelli and Monterastelli
1990, Table H24CECAP); and "net transfers and casualty insurance transactions"
as taken from Golinelli and Monterastelli (1990, Table H16CORDM). The percentage

corresponds to the ratio found in 1961.-

(viii) Current tax levies on income and wealth. For the years from 1961 to
1969, the series has been constructed exploiting the information on '"current tax

levies on income and wealth" as reported in the old income accounts by institutional

14 In 1970, when comparison between Marotta and Pagliano (1992) and the old
national accounts series is possible, the latter figure is about 79 per cent
of the former.

15 Including emigrants' remittances and net current foreign aid as well as other
net transfers, including those to private non-profit institutions.

16 In the comparison year of 1970, the old national accounts figure was about
77 per cent of that given in Marotta and Pagliano (1992).
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sector (source: Istat 1984).7 For 1951-1960, lacking detailed data by institutional
sector, this entry has been estimated as 63.6 per cent of "current tax levies on
income and wealth" from the general government income account (source: Golinelli
and Monterastelli 1990, Table H7YDTG). This was the ratio observed in 1961.

In calculating the "inflation tax", which is necessary to estimate the "adjusted"
saving rate of consumer households, reference was made to the estimate of
households' financial wealth (gross of notes and coin), as defined in (iv) above.

(ix) Actual and imputed social contributions (liability side). Actual social
contributions for the years 1951-1969 have been taken from Golinelli and Mon-
terastelli (1990, Table H24CECAP). As for imputed contributions, allocations to
retirement funds have been distinguished from imputed government contributions.
The latter has been taken from Golinelli and Monterastelli (1990, Table H24CECAP),
while allocations to'reti‘rement funds have been estimated as 4.79 per cent of
employees' compensation as given in Golinelli and Monterastelli (1990, Table H22WB),
the ratio between the two aggregates observed in 1961. )

(x) Consumption of fixed capital. For the years 1980-1988 the data are given
‘in RGSEP (1991). For the previous and susequent years, the information has been
derived from the reconstructed series on the stock of dwellings (see Section 16,
below).

12 Inflation adjustment

Under the traditional Hicksian definition, income is the amount an individual
can consume without altering his real wealth. It follows that, to assess the actual
propensity to save, one must take account of inflation-induced gains and losses
in the net financial assets held by economic agents.® To adjust income figures,

17 In the comparison year of 1970, the old national accounts figure was about
106 per cent of that given in Marotta and Pagliano (1992).

18 For a survey on the inflation accounting issue, see Mortensen (1985, 1986)
and, for the case of Italy, Lecaldano, Marotta e Masera (1986). It should be
noted that values for the propensity to save fully adjusted for inflation
may differ from those actually perceived by economic agents themselves,
depending on the degree of money illusion. On this see, among others, Banca
d'Italia (1986).
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the following approximation has been used:

corr,=afn,-l[(—l-?;—s}cafn‘—afn,-l)[(T%.—)] (12.1)

where afn,is the end of period value of net financial assets, p, is the percentage
change of the average price index between periods t-1 and ¢ and p; is the
one-year percentage change of the same index.

As for afr, the following analysis is restricted to financial instruments whose

market price cannot reflect the change in value of the currency: notes and coin,
government securities, external trade credits, inward and outward external loans
and the corresponding obligations.

To develop a full account of total net financial assets, the following scheme
was adopted:

afn® =afnss+afn (privatesector)(12.2)
afn® = afnt?+afnks (publicsector)(12.3)
afn* =,afn:,‘a+afn;,‘, (externalsector)(12.4)

in which the superscripts pr, pa and es designate the lender sector and, as

subscripts, the borrower sector. Obviously, the following identities hold:

afng, =-afng:
afnfi=-afng
afnil=-afng,

The methodology used in reconstructing the individual items mentioned in
expressions (12.2)-(12.4) is described- below*’.

(i) Domestic financial assets of the private sector:

19 See also the warning in Section 13 below.
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afnf, =circ+depu (12.5)

In cordputing this entry, notes and coin in circulation (C/RC) has been obtained
as the sum of the following series: Bank of Italy notes in circulation less those
held in the vaults of the Treasury plus state notes and coin in circulation less
those held by the Bank of Italy (source: statistical data base of the Bank of
Italy for 1963-1988 and Bollettino Statistico of the Bank of Italy for previous
years). The fraction of public debt held by the private sector (depu), as defined
in this paper, has been obtained by subtracting from the public debt net of
liabilities to Bank of Italy and Italian Foreign Exchange Office (de pubb) borrowing
abroad (debes), Italian government securities held abroad (tites) and lending to

autonomous government agencies (impaa) and municipal agencies (impmu). Hence
depu = depubb - debes -impaa - impmu - tites (12.6)

The source for these data is, for 1976-1990, the Annual Report of the Bank of
Italy and, for 1960-1975, Morcaldo e Salvemini (1984). As the data on credit
institutions' lending to autonomous government and municipal agencies was not
available, it has been estimated holding fixed the ratio of this component to the
total for the period 1976-1979. Government securities held abroad amounted in
1990 to about 1.2 per cent of the public debt (net of debt held by the Bank of
Italy and Italian Foreign Exchange Office). This item could be factored in only
from 1984 on (when it was only 0.3 per cent of the total; source: Bank of Italy,
Annual Report).

(ii) External financial assets of the private sector:
afnfl =crco+ pres+obbl-dees (12.7)

In (12.7), crco indicates trade credit and advances (both short- and medium-long

term, on both the asset and liability side); pres represents lending abroad by
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Ttalian residents®*® and dees stands for foreign lending’ to Italy® - (source: for
1976-1990, Bank of Italy; for 1970-1976, Biagioli 198422 and Masera 1979, pp.
787-796). Finally, obb! indicates the total bond issues in lire and in foreign
currency of international organizations subscribed by Italian residents? (source:
Bank of Italy).

(iii) External financial assets of the public sector:
afnf?=—-debes—cte+obblpa (12.8)

in which debes, cte and obblpa stand, respectively, for borrowing from abroad,
Treasury ECU certificates, and lira and foreign-currency bonds issues of

international organizations subscribed by the Bank of Italy and Italian Foreign
Exchange Office and social security institutions (source: Bank of Italy).

In computing (12.1), the gauge of purchasing power selected is consumer
prices, thus adopting the ultimate viewpoint of consumer households. In particular,
reference has been made to the year-to-year percentage change of the general
consumer price index (source: Istat) as well as to inflation expectations according
to Forum-Mondo Economico surveys (Visco 1984). This made it possible to separately
identify anticipated and unanticipated components of inflation-induced redis-
tribution through monetary assets and liabilities. As in Cukierman, Lennan and
Papadia (1986), the unanticipated component averages out to about zero but its
‘high volatility entails non-negligible short-run effects.

20 Net of subscriptions of bonds issued by international organizations, included
under obdb} and including lending for portfolio investment.

21 Net of loans granted to the central and local governments and of Treasury
ECU certificates overprinted "for sale abroad", and including lending for
portfolio investment. '

22 As trade credits are commercial, the net valuations given in Biagioli (1984)
have been imputed entirely to the private sector.

23 Net of those taken by the Bank of Italy and Italian Foreign Exchange Office
and by social security institutions (obblpa).
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Separate calculations were performed for net domestic and net foreign
financial assets. The former were adjusted with direct reference to the already
mentioned variables. For the latter, when denominated in or contractually pegged
to foreign currencies, it has been assumed that the gain or loss in purchasing
power over any given period of time depends not only on the domestic inflation
rate, which reduces its real value, but also on changes in the effective exchange
rate of the lira, which alters the nominal value in lire (increasing it if the lira
is devalued). In making the adjustment, then, the index used was the product
of the expected increase in the domestic price level and the traditional index of
the effective exchange rate of the lira (vis-a-vis 13 countries). This procedure
assumed that the currency composition of net financial assets corresponds to the

weighting of the effective exchange rate index by country.
13 Financial assets of the private sector

See Section 12, (i) and (ii). It should be noticed that, as the definition of
"private sector" in the national accounts is different from that generally used
in the financial accounts, the data on net financial assets published yearly in
the Bank of Italy's Annual Report could not be used. Moreover, pending a . full
reconstruction of the financial accounts it proved impossible to make use of the
recent estimates of the nation's financial assets and liabilities presented in the
Bank of Italy's Annual Report for the year 1991.

In order to provide a full picture of the nation's wealth, the information
provided in Marotta (1988), Tresoldi and Visco (1975) and Cotula and Caron (1971,
App. I and 1I) have also been combined to obtain an estimate of the net financial

position of the household sector.
14 Real wealth of the private sector: the stock of consumer durables

The availability of (constant price) expenditure data since 1930 for consumer
durables (Section 2, above) provides the basic information for reconstructing the
stock of consumer durables, given a specific assumption as regards depreciation.
In particular, an exponential depreciation pattern with retirement has been assumed
along with an average life (n) of 10 years for all consumer durable goods with

the exception of medical equipment and material (7 years) and furniture, carpeting.
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and wall coverings, and jewelry and costume jewelry (20 years). The depreciation
rate was set at 1/n On these assumptions, each good no longer produces services
when it still retains about a third of its original value.

15 Real wealth of the private sector: farm land

The series for this aggregate has been reconstructed at current and constant
(1985) prices using mid-year estimates (available starting with 1957) of the market
value of agricultural holdngs and the corresponding average unit values provided
by the National Institute for Agricultural Economics (INEA). End-year figures
have been obtained as averages of contiguous mid-year figures. For years prior
to 1957, figures have been taken from Ercolani (1969, Table XII.3.6).

16 Real wealth of the private sector: fixed reproducible capital

The series for this aggregate has been reconstructed at current and constant
(1985) prices for the public and private sector investment items listed earlier,
keeping them consistent, as far as possible, with the figures on depreciation

given in the national accounts.

First, given the estimates of private sector depreciation at constant prices
for the years 1980-1990 (RGSEP 1991, Annex I-1) and an estimate of fixed capital
(gross of public works) at the end of 1980 in 1985 prices, the perpetual inventory
method was applied to obtain the series of net fixed capital from 1951 onwards

assuming that the depreciation rate observed in 1980 held for 1951-1969.

The benchmark fixed capital aggregate has been obtained as the sum of the
following items: (i) public works strictly speaking (roads, maritime works, water
projects), Ercolani (1969, Table XII.3.4); (ii) other public works (railways, tele-
communications, land reclamation), which the national accounts attribute to the
sectors by which. they are used, Ercolani (1969, Table XI1.3.4); (iii) fixed capital

(net of public works) in the non-market services sector (unpublished Istat data);
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(iv) dwellings?*; (v) net stock of other fixed capital (transportation equipment,
machinery and equipment, non-residential buildiyngs of the private sector), taken
from unpublished Istat estimates based on full-scale application to the Italian
economy of the perpetual inventory method withvretirements. The stock of fixed
capital thus obtained amounted at the end of 1980 to 1,730 trillion lire at current
prices, or 3,200 trillion lire at 1985 prices.

Applying a constant rate of depreciation to the stock of public works utilized
by sectors other than general government and to the capital stock of the public
sector (gross of public works strictly speaking), and given the benchmark, the
perpetual inventory method was used to generate a series of net fixed capital
of the public sector starting in 1951, at 1985 prices.

The net fixed capital of the private sector has been dérived as the difference.
Within this aggregate, the series of fixed capital in residential buildings had to
be reconstructed, at 1985 prices, using the perpetual inventory method and
making reference to the implicit estimate of the depreciation rate derived from
the figures on depreciation for consumer households (RGSEP 1991) and from the
benchmark wvalue for dwellings. Subtracting, a reconstructed series on fixed
capital at 1985 prices in machinery and equipment, transport equipment and
non-residential buildings of the private sector was derived.

. The constant (1985) price data were then converted into current prices

usirig the appropriate deflator for gross fixed investment, with the exception of

24 See Lecaldano, Marotta and Masera (1986) and the susequent update in -Marotta
(1988). The benchmark estimate for the stock of dwellings is arrived at as
follows: the number of dwelling units (derived from census figures) has
been multiplied by the dwelling unit price calculated as the weighted average
of subjective (average) values of their own houses according to house-owners
and tenants, provided in the Bank of Italy's yearly survey on household
budgets. In particular, the benchmark estimate relies on the 1981 Italian
census Yyielding a 1981 benchmark figure of 21.93 million dwellings. As a
result, the benchmark estimate turns out to exceed somewhat the estimates
in Lecaldano, Marotta and Masera (1986), Marotta (1988) and Tresoldi and
Visco (1975, Table 5). This noted, it should be recalled that the benchmark
thus obtained is, in all likelihood, an underestimate (see, for instance, Cannari
1990). '
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the stock of dwellings whose current value was determined with reference to the
average unit price of dwellings obtained from the yearly Bank of Italy survey
on household budgets.?®

To these figures, we then added an estimate of the stock of inventories
obtained cumulating year-to-year changes in inventory (source: Golinelli and
Monterastelli 1990, Table H13YQ) starting from a benchmark value for the year
1980 consistent with the estimate in Siesto (1973, p. 476). The corresponding
current price estimate of the stock was obtained applying to constant price
figures the GDP deflator (source: Golinelli and Monterastelli 1990, Table H13YU
and H13Y0). It is worth noting that figures for the individual components of the
overall capital stock turn out to be very close to the analogous reconstructions
for the sixties and seventies. Specifically, the valuations in the present paper
coincides with those given in Siesto (1973) and Ercolani (1969, Table XII.3.4).2¢

25 With the exception of 1985, 1988 and 1990 where, lacking the relevant information,
it proved necessary to make reference to the average unit price of new
dwellings taken from Il Consulente Immobiliare.

26 National wealth at the end of 1970 amounts to 270 trillion lire as opposed to
240 trillion lire in the latter work.
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