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The 1linkage between tertiary and industrial sector 1in the

italian 2aconomy: 1951-88. From external dependence to

internal one.

The a&im of +this paper i1z to study the savolution of the

tertiary sector from the point of view of employment value

added . Aaggr=gate investmsnt and distribution of income, in

L

the more gan2ral

il
-h

ramewaorlk of the development of the 1talian

2conomy 1n the period 1751-1298.

It'=2 ow opinion that zonly an analysis of such a long period
may  give a zatisfactory and compra2hensive reading o2f  the
orocess o tertiarization of the italian economic system.

Long  run examination does not mean from ouwr point of view a
s2arch +or a frend. On  the contrary it may allow a

arentiation of pericos  in which the dynamics of the

Tertiary =ssctar depeEnds mainly on the different Dind  of
linkages Dn2tween the ssrvicz and the i1ngusitrial ssctor. I+ we
as through fthe sconomic literature on 1halil

an BCOonomIoc Ccrowth

rwe find anly two moments of intense debate on the orocsss of
tarziarization:; the “first is at the beginning of the
seventies L. Frey 1275, L. Bpaventa 1973, M. IL'Antonio
1972, M. Salvati 1?74 ! and concerns mainly the " naturse" of
the fertiary sector. The guestions werse whethsr it Zould be
considered only a “rent' sector and its emplovment  only  a
residual  one, and whether i1its emplovment was theretfore

determined by other factors, mainly social ones. The debate
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suddenly ended when the ltalian economy had to face the first

i

01l shock. There was

T
i
{

a second debate at the beginning of  the
eighties { F. Maomigliano and D. Siniscalco 198Z, 5.F. Casellii

“~ 9 L]

and . Fasztrsllico 1984, L. Rampa 198&, M., Eller Veinicher 1977

\

! that was mainly a late reply to the first debate, +focusing
on the psricd 1945-73. The answer was: the terziarization of
the italian sconomy in this period was Mot a widening of a
"rent"  secrtor, but was part of a process of modernization.
asad oOn input/output methods concluded that
the increasing needs 1n sarvice inputs of the industrial
sector could =uplain the rise of the employment in services.
In this way the process of terziarization was for the first

time observed :n Italy 4rom th

oF)

2 point of view of the producer

FRrVICEe appiroach

—
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Thisz debate was nowevar looking at current

ANSEWer was mixing the featuress of the pericd &5/73, with  the
featuwress  of the sneriod when the authors were writing: the
relevance  of Dne oroducer sarvices was then s2xagerated, and
the modernization intensity backdated ( 2 ), the true take-

off of the ferziarization having to be postponed fto the =nd

af the seventisz. Also the answer to the first debate is
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tertiary sechtor was viewed in this  approach
like 2 residual sector, with no linkages or very weak ones
with the ftast growing industrial sector and then untouched by
the procesz of modernization.

In this way the backward features of the tertiary sector,

r3



unozubtely orevalling in the Firftiss, were sostdated o tthe

seventlizs., acknowledging to 1t on.
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ebate, and the reslative oversstimats 1n the second

W

have the same origin, namsly that of focusing on "frends" and

theretore overlooking the fact that structural changes occur

i
~+

!

during the oyoles.



The tertiarization in the long-run: italian economic sectors

1951-1987.
—The great emplyoment transformation.

Following C.Clark ( 2 ), the current view on hthe process of
tertiarization is similar to & theory of stages: First the

agricultural employment L

Ul

shrinking then the share of
induztrial employment on total mon agricultural employment is

diminishing compared to the share of tertiary sector. Thi

ul

picture may =eem appropriate to describe the process  of
employment share transformation of the U.E in the nineteenth

century ¢ although
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have a different view on

in fact the share of agricultural smployvment was , according
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and was still diminishing at 8% in 12CGl:; during *the same

periaod the share of industrisl =2mplovment on ftotal non

E

agricultural smployment was oscillating around &5%.

b

53

The growth of fthe United EStatez shows however a @ guite
different pilicture. The two processes, the shrinking of

agricultural emplovment and the shifting of the industrial

rel

[M]

tive shars seem Lo o

i

cur at the same time. According to
D.Weintraub and H.Magdot+t ( & ', the share of agricultural

employment on the total was about S0% in 1870 and 204 in

-



193G, whilz during the same period the share of  1ndustrial
employment on the non agricultural one was falling from 77%
o 57

It's worthwile +to stress that in the UWE.S the pace of
employment shifting is slowing down st the beginning of the
sivties: the relative share of industrial employment 1s not
much less than in 1970 and begins to fall again at the end of
the seventisz ( G.F. Caselli » 6. Fastrello 1987 7 1).

The italian process of smployment shifting 1s striking in
comparison to the british and american ones. What these two
economies have accomplished in a century, the italian ecaonomy
has performed in Fforty years: from the beginning of the

fifties to the end of the sighties the agricultural share

fell from something more than 40% to something le2ss than 10%
d d

i

While in the first half of the pericd ih

sw od The nrocess 15 more
similar +to +the britizh one -~ with oconstant shara of
industrial smployment: Z8,5% 1in 19251, and 57,34 in 19270 ( on

total =mployment, net of agriculture and public sector ¢ 8 1))
= in the sescond perioad it is more s=imilar to the american

patterrn: agriculture is still about 18% in 1970 and halves 1in

i

1987, while the share of industrial 2mplovment in relation to
' P Loy

the sum of industrial and marbket services {2 semployment

[on

s falling toc 42% in 1987.
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What w2 ~ave steitched above may oe obssrved @0 the grapnh

number 1, whers we ~ave plotted the lsvels of the smployment

of diffsreEns PBCTIFED w2 can observe that  although public

Y

employment shows & rising path, the sum of agricultural  and
public employment nas halved during ithe period,s that the
contribution to the growth of global smplovment is due only
sechors. OF couwrs2 the +all
of agricultural =mployment  is mainly due to the sxit  of

autonomous  agricultura

L 1 workers ¢ small propristors  and
peazant familiss :, but the same Zonclusion holds sven 1+ we

take i1nto account only dependent workers as before ( see

graph 1 bis 7.

Indeed the increase of the of agricultural and public
dependent employment Aas & whele iz only abouwt 104 of the
increasse  in overall emplovment. Morsover, the share  of  the

amployment of these two sectors, taken together, has +fallen
trom about Z0% on the total in 1231 o Z0% in 1270 and to 26%
in 1987. Cwing to the =slowing down of the rate of growth of
the public sector employment, it is foresssable  that this

share will still diminish, 2ven

at a lasser gace.

-k

One can conclude that the rizse and +all of the overall

2mplovment 1% mainly due o the dyvnamics of the industrial
and the market ssrvice sector:; for these reazons from Now o on

we =hall concentrate our zanalyvsis on these two sectors.

The more important svidence that e
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as the process of terziarization is concerned, is  that the
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levels and consegusnitly the snare of sS2rvice  @hp.oynsnt

L @mployment at the b=ginning

of the esighties. The service dependent smplovment, o0 Lhe
contrary, does not yet match the industrial one sven at  ithe
the end of the sighties. It is also true that during this

per:iod the differencs

the Ttwo sectors almost
disappears, due to an accelaration 1n the rise of
and a fall in industry. MNevertheless it would be misizading
tno read the dynamics of tertiary employment
evolving along a rising trend even during the american-like
period of growth. 0On the contrary, as we shall see later, 1in
the second half of the e=ighties the rise of service

employment sharply decelerates. pa



GRAPH 1bis. DEPENDENT EMPLOYMENT
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-Restoring the value added shares.

The beginning of the eighties iz relevant also for comparing

the value addesd levels of
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sRCtors. In fact market

services value added ( measurad in 19B0 lire:; see graph n. 2)



(BASE=1850)

GRAPH 2. VALUE ADDED
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overtakes the industrial one in 1982, This finding 18 at odds
with a measurs 1n currsnt values wnich on the contrary shows

A major weight of the industrial sector at the beginning  of
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rising price differentiales 21ther cue o groducitivity er+tects

or to market structurs.,

The overtaking of the ssrvice sector is of course favoured by
the diminuit:ion of industrial wvalue added in absolute  term
associated to the second oil orysis but nonetheless  the
differential 15 widening =ven during the subseguent
industrial recovery.

What we want to Etrgez is  that in termz of - constant  wvalue
added the 1talian zconomy was &% much tertizrized in 1982

it was in 19251, From 1781 the diftferential is increasing in
+avour of industry reaching  the MAM 1 MLm in 1974

Notwihstanding the 1273, a y2ar when ZtThe i1talian economy

resents of the world wide receszion due the first oil shocl:,

57}
i
5

we can zsee that the positive differenti beetwean industry

and services i1is falling from the second half  of the

]

seventies, while during the growth period 78~20 industrial
shars was more and more stabilizing, after *the overtaking,

when the industri rEcovery r2acnes the maximum in the last

H
X
o
i

threse vears. Obviocusly the same level of value added in

services and industry in 1231 and 1982 has a quite different



mesming. As we =hall sze later the sgual level in walus addsd
£ ey b T ol —— 3 E s § Ao e 7.
1n industry and s2rvices L3 odus oin 19591 to the
- 2d : e ; i Fiu 3 -~ s wflsiq b -
of the italian =conomy, whils in 1982 is  due to &

forthcoming Jjump in modernization

We have discussed only

of

ative importance

and market services sectorz not taking into  acc

industry

ount

oubliz  and the agricultural =sctors because the we1ght of
these two =ector has sharply declined during the gperiod. In
fact the zhare of thess two z=ctors, o together, on fotal
valuz added in constant terms, fell steadily from I&4 in 19351
ta 164 in 19287.

—-The overtaking of service investments.

The grofile of _he investgment serie ( see graph. I ! 1%

broken, o2roadly speaking,

ds
e

he year

internal economic policy ! shows the highest differe
the whole period betwsen the investments of the two

in favour of industry

¥ o®

i3
Dy

ntial of
echtors
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The s=scond, up to 19735, shows a d
the third, Ffrom L1273 on, shows
investments over Gthe industrial

restoration of the previous diff

This last fimding i3 however some
In fact the statistical ssrizs of
avairlable wup to 1787 have bheen
figures relating to service ssct
particular from the Iesginning
contrary, il1nvestment seriss — a-
have not vet been revized, =0

revised series will show a prof
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Splitting the tertiarization process in subperiods.

In order to make svident the cyclical asspectz of the growth

of amplcyment we shall use the first differences of indexed

time series. We can distinguish in this process {four

ditferent
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way connected wlth the shases

of the cyelic luctuations { see graph 4 ! of the italian

gconomy (¢ 10 ¥, Our criftsricn to define these subperiods 13

the relative dyvnamics  betwsen ndustirial and Heviioce

amployment  together  with the dynamics of two zervice
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~-The beginning of modernization: 1951-58
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il
~
&}
e
i1
15
a
8]

zmecond minor oyole wup to 1958

, year in which the
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an aconomy was under the influsnce of a world recession.

This period was marked by relatively strong oycles of

emplaovment creation in the  industrial  sector {without

meaninigful differsnces betwsen total and

dependent workers |

31
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e graphs I oand &My Dy mediuw

sectors in the service sector nowever
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ron melghtens the lavel of  time

all  along the period, without modifying the time

zeries oprofils in o8 ssnsEible way. Du
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the =zame subperiod

1= oshrinking st & relevant pace  of
228000 itost  jobs (0 vyearly average Y3 the 2mployment
destructicon  in  agriculture is inverszsely correlated to  the

creation in the industrial sector. The

the Dehaviow of industry and that of
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0 the year of the trough, industry

diminishes the smployvm

iD

nt zreation while the service sechtor
13 still creating dependent and autonomous jobs at the same
~ate ( see graphs Z and & ). During this periocd italian
pace, whose consequences will

hecome visible in the coming miracle.The growkh in industry
+

Hi

i dependent and autonomous @mp

ovyment imost a3t The same

s

bwardeness in this ssctor (M.
alvati LRTA 1y the s2rvice sector 1E 0 oweakly  linked o
industyry dynamicz, and  the growth of employment in this

zector appears ko be mainly connected to the expulsion of
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ltural  workers, not sbsorbed by industry. The fall  of
agricultuwral amployment 12 the principal modernizing effect,

while the BRIV O SECTOr Grows on A traditional
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This conclusion is in agreement with the

findings of other scormnomists who state that the srocess  of

b
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modernatization of
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lian =conomy was only  at  the
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—The economic "miracle": 1959-65.

The =second period wund

iz Colincides with the =0

called i1talian =conomic miracle,whosese cycle goes from 1P5%9 to

]

b4

19&3 i defined v the two lower fturning ooints LaE2e  graph

In this periocd the picture undergoes a radical ftranstormation

not oniy in  ferms o the «hanging structure  of the

{

of the social me

i

ning of  that change.
The industrial zector iz creating soplovment at & substsined
pace as in the grevious perind, the service sector 1s

creating & negligible number of jobs,
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destroving  them at a more intensive pace than hefore sea
grapns 9 and & . Put this time  the ies of total
2mploymant s T of of depsndent wrd
avtonomous  emplovment;  in in  avery EECTOr
dependent =2mployment is at & high=r rate fhan

s
H

sreviously, wWwhile autonomous a2mployment 5 Collapsing L0

agriculture, and declining in the other zectors. A neaningful

by one sarvice subsector i Wwhose
2employment  was  aainly  of bachward hing ) in  owhich  Both

dependent and autonomous employment is consistently

Loy irg
i osee graphs 7 and 2 ). What in owr opinion happened i this

second subperiod was & violent process of modernization:  not

18



labowr force ooming from agriculture flew into the

Wy Che wihinls Lhe ssctor, out Tha
lacw of gichal sob orestion in this secior was the resullt of
the deplstion of Lhe sore traditional part of it and of =&

limited oreation 1n the remaining part.

Lrong industrial growth not only destrovs
szitional zav Loz _ohe oubt also bhegins  to  change the
tragitional Fforms  of service organization. While in the
sreviows  subperiod the tsriiary sector was mainly  ifsolated
*rom  the impulses comimg from industrial  growth, in  this
period it begins to rewvsal s strong linkage with  i1ndustry.
This new f=atuwre was completely dismissed by the traditional
view of italian conomists on the role of the service sector

.noltalian sconomloc growth.

~-The aftermath of the miracle: 1966-75.

nis subperiod encompaszses two industrial value added cycles.

2 tirst 1is & cyvole of
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zqueezs  in 19484 ( which caused the 1265 and 124646 aemployment

all 1 and was ended by another credit and budget restraints
in 1970, decided by internal ( the wage explosion in 1969-70)

7

ang a2xternal reasoms ! the dollar crysis i

e
4
e

The second

{
i

from 1972 to 1974 sustained by strong investments and exports

( following the 1977 devaludation of the italian lira) ocycles
in 18732-74 (

b, and was endsd by the first oil crysis ( see graph

& ¥ e The main ochar:

of the relative dynamics of
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LNoust s0C AT =
hacoms than 1r o e
graphns D and 4 Y. This s & 0% sath  of  ather  mors
industrialized countriss, like +for instancs United States and

GBreat Sritain. This synchronization is the symphtom of a2

increasing Lnterconnection Detween the two s@Ctors,

2 T " o s ey L o - e
1nteroonn wich il »n hhe basis whs AN
Srosanizaticonal sranstormation of the zsrvice  sechtor. This

transformatlion may o8 |

1278, the

mployment o
highsr tham the industrial one. This is likely to be the

the overestimate of the weight of producer services,
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to the whols subperiod by Momigliano

ST e
and Siniszcalc

~The take—off of tertiarization : 1974-88.

following the first o1l shock to &
second one , and the second cyole from the recession of  Lthe

first eightiss to the recovery of the years L784-88. The main

dynamics of wvalues added cyvocles and the one of  =2oployment

cycles oue to the deep reshaping of the
Barca and M. Magnani 1989 ) ( sse graohs 4, 5 and &Y. This

divorce is the reazon for ow zplitting of the tertiarization
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= fact suring bthe depsndent zmplovment

i1l oooourred in industry while frem 1974 on
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rate of Ten par cent”. During  the same

amployment  in industry grew negligibly

bearing the brunt of industrial reshaping.
In smpite of the long period of recovery 1984-88,  industrial

smploymant DEgun growling again only in 1988. On the contrary,

durimg  the =same subpericd, the service sechtor 2mployvment

at & high rate, =2xuplodes after 1982, and
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syvnohronization which sxisted  in

previous pariod. This dos
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not imply the breakdown ot any
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oetwesen the two sectors. Whalt is happening 1s a new

divi=ion of Labowr bhetween them. This new division ot 1abour
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industry upon the service
zector. This new demands depends on two factors, internal and
The farmer iz the reshaping of the firms, the latter is the
need of  more information in order to master a2 much  more

uncertain environment. The confirmation of this conclusion is

“oceptionaily guick and impressive growth of the
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GRAPH 8. TOT AL EMPLOYMENT
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GRAPH 6. DEPENDENT EMPLOYMENT
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GRAPH 7. TOT AL EMPLOYMENT
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GRAPH 9. UNIT LABOUR COSTS
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GRAFPH 10. MARGINS /VALUE ADDED
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GRAPH T1. NON WAGE INCOMES/VALUE ADDED
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— Some provisional conclusions.

During the period 19510-28 the narbst servics ssctor of

italian gconomy wunderwent &  great Lransformation from
tackwardness to modernization, passing throogh different

ohases of linkages ( 11 ) with the industrial sector The

more relevant periods of thiz transformation were the ve2ars

1752 —-55 - the =0 called "sconomic miraclie’ - and  the *aks
off period 1982-1987. In tne vears of miracle the Jf=atures
oraevailing in the =scior, traditional arganisational

ine et SR |

structure and underemployment, wers2 put wunder zreszsure by the
acceleration of industrial development. The years of take off
are ithe ones in which industry and services are getting more
and mar=s inte2rconnect2d. From the point  of view o+t
employment, value added and investment the period of truly

deep tertiarization of the itallan sconomy oegins in 19740 In
fact 1in thoss vears we observe a general overtaking of  the
aggragates of the service szecior compared those of

industry: investm=nts in 1974, total amployment in 1781 and

value added — both level and dynamics — in 198Z.

r
"5
u
3
]

formation, which ftakes

r—x
i
i
jhi]
e
=]

the period 197&-88, lies in the deep ingustrial resna
which follows the first oil shock and accelerates after the
second  one. The rationalization generates & new division of
labour between industrial and tertiary sector. & new  sStrong

demand arises +for a2 whole ranges of new service function

4



ons must 5o

Qrowth. The ot ths twn sechors develoos
togethsr desp ohange in income cistribution from  wage

s
]
B
3
ji]
5
1)

Lo non wage zhangs  in

the pattsrn of demand with a

of 1t. The

upgraded demand - from of hoth sectors -
A new demanc of induces

=frial goods. In this way the2 growth of

the service ssctor induced by the tramsformation of industry

glves a i1 ot

-, oy [ . - oy e e .
Ge . Caselli 7. Fasorelilo

Universita i Modena
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