UNIVERSITÀ DEGLI STUDI DI ANCONA
DIPARTIMENTO DI ECONOMIA
___________________________________________

AN OVERVIEW ON PUBLIC TRANSFERS
IN THE ITALIAN AGRICULTURAL POLICY

Franco Sotte, Giuseppe Buoncompagni

QUADERNI DI RICERCA

2

Research supported by National Research Council of Italy,
Special Project RAISA, Sub-project n. 1, Paper n. 1404

3
Research supported by National Research Council of Italy, Special
Project RAISA, Sub-project n. 1, Paper n. 1404 .............................2
1. INTRODUCTION.............................................................................5
2. THE AIMA........................................................................................9
2.1 The role and incidence of AIMA expenditure on the national agricultural
system...............................................................................................................9
2.2 The reclassification of AIMA expenditure................................................13
2.3. Classification by source of funds..............................................................13
2.4. Classification by type of agricultural production.....................................14
2.5. Classification by direct receiver of the expenditure.................................18

3. THE EXPENDITURE OF THE MINISTRY OF AGRICULTURE
AND FORESTRY..........................................................................20
3.1 Analysis of MAF expenditure...................................................................20
3.2. Classification by economic destination....................................................22

4. AGRICULTURAL CREDIT...........................................................27
4.1 The volume of credit.................................................................................27
4.2. The weight and the distribution of the subsidized credit..........................29
4.3. Relation between agricultural credit and capital requirements of the
agricultural sector: the role of speculative transactions..................................31
4.4 The estimate of the agricultural benefit from credit..................................32
4.5 The regional analysis.................................................................................33

5. TAXATION IN AGRICULTURE...................................................37
5.1 The tax system in agriculture....................................................................37
5.2 Level and structure of tax and fiscal burden.............................................40

6. SOCIAL SECURITY IN AGRICULTURE....................................47
6.1. Quantitative analysis of the social security system in agriculture.............47

4
7. A GLOBAL ESTIMATE OF PUBLIC TRANSFERS TO
AGRICULTURE............................................................................52
REFERENCES AND FURTHER READING.....................................55

5

1. INTRODUCTION
This paper is an attempt to quantify and reclassify the
intervention activities in agriculture. 1 The long term objective,
1 The work has been done on the annual final balances. For the reclassifications it
was necessary to analyse every expenditure item separately.
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still not reached at this stage, is the analysis of the public expenditure that flows into the primary sector through the creation
of a "parallel" budget to the official one for each authority that
pays funds to agriculture; from this "parallel" budget, the input
data are collected for a better understanding and interpre tation of
the global expenditure.
For a long time, Italian agricultural policy has been
characterized as a non-programmed policy, where the "control"
on the results obtained has been systematically neglected. A
decision process can be divided into three stages: choice, implementation, control. Control becomes of greatest importance
when:
- the system is complex and subjected to unforeseeable and tur bulent
variations;
- more numerous and independent are the parties and the de cisionmakers concerned;
- when objectives are multifarious, difficult to formalize and possibly
in conflict;
- when decisions to be taken involve deep structural changes, possible
only in long time periods.

These circumstances very often appear in agricultural
policy, hence the necessity to set up appropriate instruments for
an up-to-date and continued checking of the efficiency and effectiveness of public expenditure in agriculture. This issue has
become increasingly topical. The increase in the demand for a
more effective policy has been the result of important events
which have modified the overall situation. These include: the
reduction of EC support; appearance of new agricultural policies
not orientated only towards productivity; the recession in the
industrial countries, which is characterized, among other things,
by increasing public debt and, in Europe, by the crisis of the
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ERM; the problems posed by the liberalization of agricultural
markets in the Uruguay Round; the "MacSharry Reform" of the
CAP that moved some of the assistance to agriculture from prices
to direct income support; the increasing network of relations
between agriculture and the general economics system which
involve inter-sectoral issues.
In this context, the role of public decision makers becomes increasingly important for planning and implementing
interventions in the agricultural sector. Hence, the introduction
of analysis and control systems for the measurement and periodical evaluation of the results obtained is an essential instrument for the activation of proper corrective measures.
On the basis of data so far available, we will concentrate
our attention on two institutions which participate directly on
agricultural markets: AIMA and the Ministry of Agriculture and
Forestry (MAF) . Furthermore, we will examine the three
classical instruments for public intervention in agriculture: agricultural credit, with which it is possible to fasten or slow
productive investments; taxation, which can favour the development of specific types of enterprises with certain characteristics instead of others; social security, which has consequences on
the employees presence in the sector and on the labour supply.
In the last section of this paper we will attempt a first
comparison, on a homogeneous basis, of the intervention of each
authority and a consolidated estimate of the amount of financial
2

2 Besides the AIMA and the MAF, this analysis should have also included the
Regional Governements. Agricultural policy in Italy, as set by the Constitution (art.
117), is locally managed by the Regions. Unfortunately, there is not enough
information about the Regions' expenditure, but this problem is partially alleviated if
it is considered that most of the Regions' expenditure is financed by the MAF; this
amount is, therefore, included in the MAF budget.
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resources annually paid to agriculture.
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2. THE AIMA

2.1 The role and incidence of AIMA expenditure on the national
agricultural system

The AIMA, which is an acronym for Azienda di Stato
per gli Interventi nei Mercati Agricoli (State Agency for the
Intervention on Agricultural Markets), was created in 1966 to
apply and carry out EC regulations on agriculture, as a direct
instrument of the Common Agricultural Policy. National intervention tasks are also committed to AIMA, even though the main
part of its activity is defined by the EC, which finances the
Institution from the Guarantee Section of the FEOGA.
The typical activities are represented by: intervention
purchases at the intervention price and the subsequent storage
and re-introduction on the internal or international market; the
payment of financial incentives such as price subsidies, premiums, compensations, export restitutions and contributions; finally, organizing food supplies for developing countries disposed
by the Community. While the interventions on behalf of the EC
are paid by the Community through the FEOGA Guarantee, the
interventions carried out for the accomplishment of the internal
market policy are financed by the Italian Government. These
interventions, which should be fitted on the CAP framework and
approved by the Commission of the Community, are similar to
the interventions paid by the FEOGA, but they are considered
"residual" because their operation field is limited to:
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1. non-regulated sectors,
2. sectors burdened with a crisis or temporary difficulties,
3. supplementary EC interventions in sectors where, due to budgetary
retrenchments, the support from the Community itself is
considered insufficient.

Table 1 reports the evolution of the AIMA total expenditure during the period 1983-1990, distinguishing between
current and constant values 3. Table 1 reports also the estimate of
the composite rate of growth4 of payments made every year.
The time pattern of the total real expenditure is not linear; in particular, the first four-year period starts with a low value
for 1983, followed by a high value in the next year and a
progressive decrease in the subsequent two years when, in 1986,
the AIMA expenditure falls to the lowest point. The second fouryear period is opened by the record value of almost eight
thousand billion lire (current lire), but since then an uninterrupted reduction of real expenditure has occurred.
In spite of fluctuations, the real expenditure trend in the
whole period (represented by the composite growth rate) has
proved to be stable, though slightly negative (-0.1%).
Table 1 provides also a representation of the above time
periods in relation to characteristic indicators for the agricultural
sector such as net product, final output, employees5, and area of
3 From this point, when we refer to constant values (or real terms) it means constant
lire of 1990 deflated with the implicit index of the GDP, drawn from ISTAT (1991)
and Annuario statistico italiano (Italian Statistical Yearbook).
4 That estimate has been computed by using regression; the value of the annual rate
of growth (i) has been calculated from the formula: St = S0(1+i)t.
That equation was transformed to a straight line (type y = a + bt) by using natural
logarithms: ln(St) = ln(S0) + tln(1+i).
5 For the term "employees in agriculture", we mean the sum of farmers and
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cultivated land (expressed in hectares). It can be observed that in
the second four year-period the AIMA expenditure on net
product, final and per employee output is at a higher level than in
the previous one. This is the result of both the larger absolute
values of payments and the declining value of the denominators,
as evident from the figure of the expenditure per hectare of
cultivated land (the most stable denominator), which during the
period 1987-90 differs proportionally less than the other ratios
from the previous four-year period. The substantial negative
trend, which has involved all the four variables since 1987, is
clear.
Another important information that can be obtained from
the tables is the level of the AIMA expenditure: about 4 million
lire per employee, 5-600 thousand lire per hectare of cultivated
land, almost 1/5 of the net product in agriculture, and 10-15% of
the final output.
One of the major information about AIMA is the lack of
data about the allocation of expenditure among the Regions.
Since the AIMA payments are almost exclusively devoted to the
support of agricultural commodities, a methodology for the division by regions of the AIMA expenditure, which tries to
overcome this great lack, has been devised. It has proceeded as
follows:
1) Firstly, the AIMA expenditure of every year has been disaggregated
by type of production, using the reclassification by type of
agricultural commodity (see paragraph 1.2).
2) Then, the yearly share of every Region in the final output of each
commodity considered 6 has been multiplied by the sums paid by
subordinate employees working in the primary sector.
6 Data referring to the regional final output for each product have been obtained
from INEA, Annuario INEA (INEA yearbook), various years.

12
AIMA in the corresponding year for every type of commodity
(using the data obtained at the stage 1). The re sult gives an
estimate of the AIMA payments for the various commodities that
benefit each Region.
3) Finally, the AIMA annual total expenditure for each Region has
been calculated as the sum of the estimates of the ex penditure for
each commodity.

The results obtained are shown in table 27.
The mean values of the estimated AIMA regional expenditure during the period 1983-90 have then been expressed in
terms of characteristic variables of the sector. Figure 1 gives a
concise view of the quotients obtained. The distribution of the
expenditure among Regions is very unbalanced. When compared
with the net product (figure 1a), payments tend to be mainly
concentrated towards the South. In those Regions, the AIMA
support seems to be essential in the determination of agricultural
incomes; Umbria 34%, Apulia 27%, Calabria 23%, Molise 21%,
Abruzzo, 20%, Basilicata 20%.
If the expenditure is analyzed in terms of employees in
agriculture (figure 1c), this argument is no longer valid because
in the first positions we find the Regions with more advanced
agriculture: Umbria, Friuli, Venetia and Lombardy, where the
levels are higher than in less developed ones like Basilicata,
Molise, Sardinia, Campania.
Analyzing payments per hectare of cultivated land
(figure 1b), the Central Regions (Marche, Tuscany and Latium)
are exceeded by the Southern Regions (Apulia, Campania and
Calabria) and, to a minor extent, by the Northern Regions
7The geographic zone called NORTH is composed by 8 Regions, from Piedmont to
Emilia-Romagna; the CENTRE by 4 Regions, from Tuscany to Latium; and the
SOUTH by 8 Regions, from Abruzzo to Sardinia.
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(Venetia, Friuli and Trentino).
The figure also emphasises the position of some Regions
that reach the primary positions in all three classifications
(namely Umbria, Apulia, Friuli, Venetia) and others whose
results are particularly poor (Liguria, Sardinia, Val d'Aosta,
Marche). This is a matter that should be studied more carefully to
discover the origines of those results.
2.2 The reclassification of AIMA expenditure

The AIMA expenditure has been also analysed from
other perspectives with the aim of increasing the quality and the
quantity of information obtained and of having a more accurate
control of the results obtained. In this way, we will be in a better
position to evaluate the agricultural policy that has been carried
out through the Institution.
As mentioned above, the basic unit for the reclassification is represented by the final balance items that have been
analyzed separately. We will consider three classifications. Every
classification, which is inclusive of the total payments made up
during the year considered, is formed of different aggregates to
which identification codes are assigned.
2.3. Classification by source of funds

This classification aims to distinguish the national or
european (EC) origins of the paid sums. The derived aggregates
are:
EC = when the supports are totally a charge against the FEOGA
Guarantee,
NAT = when the supports are totally a charge against the Italian State.
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Table 3 shows the breakdown from which four conclusions appear:
1. The amounts paid by the EC were predominant throughout the
whole period compared with national funds (the Average
Composition Ratio is 86% against 14%). The FEOGA Guarantee
payments have reached peaks above 90% of the total amount spent,
but they show a declining trend.
2. During the first five years, the absolute value of the EC ex penditure
showed a considerable oscillation. After 1987, a decreasing pattern
began, clearly linked to budgetary retrenchment policies. This
affected the composite rate of growth, which at the end of the
period turns out to be negative at 2%.
3. On the other hand, after 1986, the national expenditure grew and,
by the end of the period concerned, doubled its relative weight, due
to both larger growth in absolute value and to the reduction in EC
resources. Over the eight-year period, the average composite rate of
growth of national expenditure was equal to 14.6%.
4. Notwithstanding the higher level of national supports in the second
half of the period, they showed the same tendency, in monetary
terms, as the regressive nature of EC expenditure and were not
sufficient to reverse the negative trend in total payments evident in
the last four-year period.
2.4. Classification by type of agricultural production

This classification refers to the agricultural commodity to
which the AIMA intervention is addressed.
The sectors derived are:
OIL = oilseeds (soya-bean, colza, rape, flax, ricinus, sun-flower).
OLI = olive-growing.
FRV = fruit and vegetables 8.
8 This category includes vegetables, citrus fruit, fresh and dried fruit.
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DAI = dairy products: milk, butter, cheese.
ZOO = animals (cattle, sheep, goats, hogs).
SUG = sugar-growing.
TEX = textile fibre and silk-growing (hemp, cotton, wool, silkworm).
VIT = viticulture (grapes, wine, must and in general all prod ucts
obtained from their distillation).
TOB = tobacco.
SED = seeds.
CER = cereals (hard and soft wheat, maize, barley) and rice.
FIS = fish.
GEN = this general category includes the expenditure items that
cannot be related to a specific sector (e.g. general ad ministrative
costs that are not directly related to a specific agricultural
commodity).

At the end of the considered period, the expenditure
distribution among the different sectors of production changed
considerably from the initial position. In particular, as we can see
from table 4, there are six components whose trend was clearly
positive; first of all, the oilseeds (OIL) which, after the sharp
growth of the initial years, seem to have settled at considerable
levels (in 1990 it was the first recipient sector for AIMA
payments with almost 1/6 of total expenditure). The aggregate
TOB (tobacco) also registered a major change, receiving more
than 12% of the total payments. The dairy sector (DAI)9 and the
category GEN (influenced by the expansion in working
expenses) showed a significant but lower growth. The sugargrowing sector is small, but there was increased expenditure
from 1986 while, for cereals and rice, there was often a sudden
and considerable oscillation, even though expenditure had been
9 The exceptional value of 1987 is due to the compensation received after the nuclear
disaster of Chernobyl.
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risen.
By contrast, three of the most important components,
ZOO, FRV and VIT, showed a tendency to lose relative weight
during the whole period. However, while animals, fruit and
vegetables suffered severe reductions, the losses of viticulture
were smaller.
The last relevant component, OLI (olive-growing), was
quite unstable, with a peak reached in 1984 and with an unclear
diminishing trend in the later years.
The distinctive features of the expenditure distribution
among the main variables are better emphasised by comparing
the average composition of the expenditure in the first four-year
period with the second half of the period, in the third part of
table 4. The sectors that received the bigger shares are, in decreasing order, FRV, OLI, VIT, CER, ZOO, TOB, OIL, DAI and
SUG.
The estimates of the average annual composite rates of
growth of every aggregate, presented in table 4, allows us to
separate again the sectors with growing expenditures from the
others:
- the components of the first group are OIL (40.2%), GEN, TOB, CER
and SED;
- by contrast, TEX, ZOO, FRV, VIT are a loosing position;
- the variables FIS and OLI are, finally, the most stable.

Table 5 shows the ratio between the yearly AIMA
payments to each sector and the recorded value of the final output10. The result obtained is an indicator of the degree of public
direct protection for agricultural production11.
10 Data about the final output in the various sectors have been drawn from the INEA
yearbooks.
11 We are aware that the value of the numerator does not include all kinds of
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From this table12 it can be observed that tobacco (TOB),
which received payments greater than the value of its final output
(107.9%), was the most assisted sector, showing an increasing
trend. Oilseeds (OIL: 74%) and the olive-growing (OLI: 50.3%)
seemed to have also experienced high levels of protection; the
former shows a sudden increase that caused the ratio to assume
values between 80 and 90%, and the latter expands more
gradually, reaching values of 50-60%.
Concerning to the other sectors with a lower degree of
protection, some of them increased their ratio. The proportion of
expenditure to final output for CER (cereals and rice) moved
from values around 8-13% in the first four-year period to about
20% in the second; the variables DAI, SUG and TEX also progressed, in spite of the downturns in the last two years or in the
last one.
Other categories were characterized by a negative trend
in their ratio; viticulture (VIT) showed an erosion of the degree
of protection, in spite of its high absolute value (20%), as well as
animal production (ZOO), and fruit and vegetables (FRV) did.
protection a commodity can benefit from, because it is not comprehensive of the
expenditure made by other institutions and, furthermore, of the positive effects on
price of variable levies, the imposition of import restriction and internal production
quotas, all typical intervention measures of the CAP.
12The illustration of the footnotes appearing on table 9 is reported here:
1) In addition to the aggregate GEN, the variables SED (seeds) and FIS (fish) have
been excluded because they are not part of the agricultural final output.
2) The column TOTAL shows the ratio between the total payments in the sectors
considered and the values of the total final output registered in the same sectors,
excluding the amount of the final output of production which does not benefit from
AIMA supports. These are, more specifically, flowers, canes, withes, horses, poultry
and eggs. Hence, the values in the column "TOTAL" are bigger than those recorded
in table 2 because the denominator (final output) is clearly reduced.
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2.5. Classification by direct receiver of the expenditure

In this classification it is possible to distinguish the first
beneficiaries of AIMA expenditure:
A = administrative costs 13.
F = farmers.
I = processing industries.

Theoretically we could say that the farmer is the natural
receiver of all the AIMA payments, because its interventions aim
to support his income. Nevertheless, in many cases farmer
support is granted through the operators in the food industry
sector, who receive the AIMA payments directly and preliminarily on condition that they pay to farmers, that supply commodities, the minimum price granted by the EC14. It would be
interesting to quantify the difference (positive or negative) between the payments received by the industrial sector and the
higher costs involved in buying the staple commodities in the
national rather than in the international market.
Obviously, the reclassification has not been able to
measure the whole redistribution, limiting itself to locate the first
(or direct) receiver of the subsidies. Nonetheless, the analysis is
interesting because it can give an indirect signal of the real
strength of different categories along the food chain.
From table 6 we can see that on average, during the
period 1983-90, the AIMA resources that passed to the industrial
sector (51.2%) exceeded clearly those destined to farmers
(45.2%), whereas the remaining category A (administrative expenses) received less than 4% of the total . However, the most
15

13 They include mainly personnel costs and operating expenses.
14 This support is given to the following commodities: oilseeds, olive oil, tobacco,
alcohol, processed and dried fruit and vegetables, sugar, dairy products.
15 Component A underestimates the real administrative costs relative to the
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important feature concerns the clear expansion of the component
I to the detriment of F during the period. While the former
increased from 47% to 55%, the latter diminished from 51% to
39%.

Guarantee expenditure. Controls and other bureaucratic tasks are backed by Regions
and other institutions, as well as the related administrative costs.
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3. THE EXPENDITURE OF THE MINISTRY OF
AGRICULTURE AND FORESTRY

3.1 Analysis of MAF expenditure

The accounting system adopted by the Ministry of
Agriculture and Forestry (MAF) is different from that followed
by the AIMA. While the MAF adopts a balance of assets and
liabilities accrued, AIMA presents a mixed balance; a balance of
assets and liabilities associated with national interventions and a
cash balance for EC interventions, which is the overwhelming
proportion (see table 3).
The MAF system is characterized by three phases, each
leading to a quantification (appropriation, engagement and
payment) of the expenditure items included in the budget. The
appropriations can be considered as a measure of the intention to
spend declared by Parliament, which approves the expenditure
law. However, such intentions would remain only an intent if the
appropriations are not transformed into engagements and then
into payments. Therefore, payments alone can be regarded as an
indicator of what has been accomplished. The appropriated
resources that are not engaged by the end of the year constitute
savings, whereas the sums engaged but not paid during the year
are the so-called expenditure arrears that will be paid afterwards.
By contrast, in the AIMA cash balances, only the phase of
payment is relevant, irrespective of the year when the decision on
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expenditure was taken.
In order to compare the AIMA and MAF expenditure
under existing conditions, we consider only the total payments of
every year16.
The consistency and the evolution of the MAF expenditures are shown in table 717. We can notice the large role carried
out by the MAF, whose average expenditure at 1990 constant
prices was 3600 billion lire per year on appropriations and almost
3000 billions on payments. Its consistency, in terms of payments,
can be better understood if it is related to the characteristic
indicators of the agricultural sector. Considering the mean values
of this period, we obtain 6.2% of the net product, 4.3% of the
final output, 1.3 million lire per employee and 200 thousand lire
per hectare of cultivated land.
Table 7 also shows that the constant prices expenditure
was subjected to wide oscillations, in both appropriations and
payments.
During the considered period, the expenditure outcome,
defined as the ratio between payments and appropriations,
showed a mean value of 81.4%. This points out a lack of efficiency in the expenditure management by the administration,
with the lowest level registered in 1983 when only 55% of the
appropriations were transformed into payments and with high
values (exceeding 100%) appearing in 1982 and 1984, when
payments came from arrear accounts18.
16 If we do not specify, when we speak about "expenditure" we mean "payment".
17 With the referendum of April 1993, the Italians decided to abolish the law on
which the Ministry of Agriculture and Forestry is founded. This will involve a deep
internal reorganization of the Institution and part of its functions will be transferred
to the Regions.
18 As a matter of fact, the total payments in a specific year are defined as the sum of
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Nevertheless, the real weight of the expenditure shows a
positive trend; at constant prices, during the period considered,
the appropriations grew at 3.4% and payments at 2.3%.
3.2. Classification by economic destination

Along with AIMA, the MAF expenditure has also been
analyzed and reclassified19. In this case, the economic destination, which considers the economic aims towards which the expenditure is addressed, is assumed as a discriminating variable
for the aggregation of the expenditure items of the final balances.
The classification work has benn carried out at two
levels:
- the first is based on identification of "big" aggregates, for a clearer
and more immediate analysis of expenditure;
- the second involves division of every aggregate into sub-aggregates,
allowing a more detailed specification of the ex penditure
destination.

The categories derived through this classification are the
following:
ADM = administrative costs 20,
DEV = development services,
- RES = research and experimental activity,
- DIV = divulgation activity21,
payments of the year plus payments, in that year, of arrears coming from former
accounting periods.
19The study has been carried out on the period 1980-1989.
20 This is the only aggregate whose subdivision was not considered worthwhile. It
includes personnel costs, operating expenses, ordinary repairs of premises,
machineries, means of transport, plants, etc.
21The aggregate DIV includes the MAF expenditure for the diffusion of information
among farmers (through agricultural magazines, specialized operators, etc.) about
new methods of cultivation, new technologies (inputs and machineries), etc. This
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- TRA = formation and training of human capital,
- TAS = technical assistance,
PCO = processing and commercialization 22,
- MAR = promotion and marketing of agricultural products,
- PRO = product protection against counterfeits and food frauds,
- TPR = trade and processing facilities,
FAR = interventions in favour of farms,
- INV = farm investments 23,
- CUR = support of current farm management 24,
INF = infrastructural interventions 25,
- REC = reclamation or improvement of land and creation of
infrastructures,
- IRR = irrigation,
item includes also the expenditure for helping farmers in administrative issues.
22This aggregate includes activities with different features but with a common
denominator; they are all activities placed at the end of the biological production
cycle and devoted to increase, directly or indirectly, the economic value of the
agricultural commodity.
The sub-aggregate MAR contains resources destined for the creation of "public
certainty" (trademarks, denominations of origin, etc.), for the creation or safeguard
and improvement of the image of some products, for the formulaiton of food
educational programmes and for the improvement of the quality of production.
PRO are mainly interventions directed to the protection of consumers' health, which
creates more confidence in the quality of the purchased product with positive
consequences on the product marketability and ultimately on farmer income.
The sub-aggregate TPR includes the resources spent for the construction,
enlargement and development of processing, preservation and commercialization
plants.
23In this category, resources are devoted to the maintenance of fixed assets and to
the acquisition of plant and equipment.
24The sub-aggregate CUR consists of working capital credits, contributions for the
support of some types of production, aids to farmers in case of natural calamities,
etc.
25The aggregate INF includes the expenditure devoted for the construction of
infrastructural exteriors in individual farms, from which they can take advantage in
the environment where they are located.
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- PAR = parks and green areas.

The distribution of MAF expenditure between the different broad "agricultural policies" is shown in table 8, while
table 9 considers the analytical aggregates. From the analysis of
the results obtained, we can draw out the following comments.
Considering separately the working expenses (ADM)
(averaging 12.4% of the total)26, the overall expenditure is mainly
concentrated on interventions to farms (FAR). On average,
almost half of the total payments are directed to this component;
distinguishing between its two sub-aggregates, farm investments
(INV) receive 31.3% of the total and the current farm
management (CUR) 15.7%. Moreover, this component is also
expanding; the average composite rate of growth is 8.2%, much
higher than the corresponding value of the total expenditure
(3.7%).
Another main component of the global expenditure, with
an average composition ratio of 11.9%, is represented by
processing and commercialization (PCO) which, in the last
years, doubled its relative weight compared to its initial values.
This is mainly due to the exceptional change in the sub-aggregate
TPR (financing of processing, preservation and commercialization structures) showing an average share of 9.4% and
whose estimated annual growth was near to 20% (the highest
value of the whole expenditure). Therefore, the direction of
agricultural policy choices in the last years seems evident; they
tend to favour a greater integration of the manufacturing and
commercializing process complying with the requests of the food
26The incidence of the administrative costs on total payments has decreased from 1415% at the beginning of the Eighties to 11-12% at the end of the underlined period,
showing an improvement in the efficiency of the MAF, especially when considering
the growth in the real expenditure which was administered.
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industries.
On the other hand, only small average amounts, 2.1%
and 0.4% of the total, are covered by the remaining two subaggregates, MAR (promotion & marketing) and PRO (product
protection against food frauds), respectively. This result contrasts
with the need of checking the quality of production with benefits
for producers, consumers and for the environment.
Undoubtedly, during the ten-year period, the financing of
infrastructural interventions (INF) importance declines. From a
relative weight of 40% in 1980, these aggregate accountes only
for 13% of the MAF total expenditure 9 years later, registering a
progressive decline in the average composite rate of growth,
which was clearly negative (-6.6%). The EC progressive shift
from the principle of unlimited guarantee to policies aiming at
curbing surpluses, might have suggested a need for both an
increasing and more selective commitment towards
infrastructural investments, because they led to an enlargement
of the productive basis and because they could also generate
positive social and environmental effects especially in the weaker
areas. These components, so crucial for the competitiveness of
Italian agriculture and for its environmental sustainability, have
been neglected, leading to divergence between agriculture's real
needs and the direction of agricultural policies.
Within the INF components, only the sub-aggregate PAR
(parks and green areas) shows a slight increase, in spite of the
low relative weight, whereas IRR (irrigation) and in particular
the main component REC (reclamation or improvement of land
and creation of infrastructures) slipt back.
The "services for development" policy (DEV) receives a
relatively small share of the total resources (less than 8% on
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average), even though the variable, during the ten-year period
considered, tended to increase (in terms of composite rate of
growth) more than total expenditure. Within its components,
RES (research) and more significantly TAS (technical assistance) collected more than 90% of the weight of the whole aggregate, whereas negligible resources were assigned to DIV
(divulgation) and TRA (formation and training).
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4. AGRICULTURAL CREDIT

4.1 The volume of credit

Post-war national agricultural policy has continuously
utilized the credit instrument, initially using the original law of
1928 (n.1760) and then slightly modifying it with special laws.
The fundamental law defined two main kinds of concessional operation for working capital agricultural credit and for
improvement credit, specifying the purposes involved27. The
division into two parts has allowed the separation of financial
credit for working capital from that for land improvement and
purchase. These two groups of credit were created with the
intention of distinguishing the operations in relation to the
duration, guarantees requested and controls on the destina tion of
the loans.
However, that classification was not sharp enough, since
both short term loans (financing of farm operating expenses such
as purchase of seeds, fertilizers, payments of salaries, etc.) and
medium term loans (financing of the purchase of machinery and
livestock) were included within working capital credit.
Therefore, the short and medium term loans have been later on
27Working capital credit includes loans for the current management of the farm,
loans to agrarian bodies or agrarian associations, loans for the purchase of livestock
and agricultural equipment. Improvement credit is constituted by loans for
construction and repair of rural buildings, execution of plantations or cultivation
conversions, irrigation works, land settlements and finally purchase of land from
minor farmers.
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separated into two specific categories in order to reflect their
characteristics, but the rates of interest have continued to be the
same for both categories.
The feature of agricultural credit, which makes it distinctive from ordinary credit, is the provision of particularly favourable conditions, whose cost is charged on the public
authority (mainly MAF and Regions). These advantageous
conditions include the possibility of obtaining reduced rates of
interest, lump sum grants, relieves or fiscal exemptions, long
term credit contracts, payments in kind along with payments by
cash, and finally fewer guarantees being requested.
Regarding the distributing institutions, a "mixed system"
is in force, which is characterized by the contemporaneous
presence of special and authorized institutes to carry on
agricultural credit operations. The special institutes, operating on
a regional or inter regional basis, are qualified to deal with all
categories of agricultural credit (working capital and improvement) and they also have important functions relating to the
direction and coordination of credit activity. The authorized
institutes are usually ordinary banks which are allowed to handle
short and medium term credit that need a wide territorial
diffusion, but do not require a special technical organization.
Analyzing the distribution of agricultural credit during
the period 1960-1990 (table 10), a large discrepancy in absolute
values and in the growth rate of the funds absorbed by working
capital and by improvement credit stands out. In real terms, the
amount of working capital of the granted credit increased from
4,200 billion lire in 1960 to almost 17,000 in 1990, four times its
original value. On the other hand, during the same period,
improvement credit doubled its initial value, from 1,100 to 2,200
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billion lire. Therefore, the ratio between improvement and
working capital credit has changed from 1 : 4 to 1 : 8.
Within the credit categories, we notice the relevant
weight and the steady growth of short term loans, which increased from about 64% to 82% during the thirty year period, as
opposed to a decline in both medium term credit (from 15 to 7%)
and long term credit (from 20% to 11%).
However, taken as a whole, the annual credit allocation
shows a strong growth, with a sharp acceleration after the second
half of the 1970s, both in absolute values and in relation to the
characteristic aggregates of the sector. Table 11 presents the
total agricultural credit compared to the final output of the
primary sector. The ratio, moving within the values of 10% and
15% until 1975, increased sharply during the remaining period,
reaching 35% in 1990. The amount of credit per employee in
agriculture reaches 10 million (constant) lire in 1990 (from less
than 1 million in 1960), and credit per hectare of cultivated area
approached 1.4 million.
4.2. The weight and the distribution of the subsidized credit

Having emphasized the importance of the various categories of agricultural credit and the disproportion between short,
medium and long term debt flows of Italian farms, it is important
to look at the component financed at a reduced rate of interest 28.
28 In the case of cut-rate credit, the public authority contributes to the payment of
the interest, reducing the burden for the borrower. The facility mechanism works as
follows: a ministerial decree fixes the reference rate (inclusive of commissions and
additional charges) received by the grantor institute and the difference between the
facilitated rate (paid by the borrower) and the reference rate constitutes the
contribution paid by the State.
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From table 12 it is clear that, during the period considered, 29
about 60% of the total agricultural credit has been assigned at a
reduced rate of interest, peaking at 70% during the midSeventies.
The share of the subsidized credit in the total, which
remained constant during the Eighties, conceals two symmetric
trends: the regressive nature of both the long term subsidized
credit (which shrank from values greater than 80% at the beginning of the period to 50%) and the medium term (where the
facilitated credit declined from 60-70% of the Seventies to the
current 40%) is opposed to a slight increase of the subsidized
quota of the short term credit.
Considering the subsidized agricultural credit as a whole
(table 12, part B), we see that already in the mid-Seventies a
large proportion (65%) was at short term, whereas, only 15% and
20% was at medium and long term, respectively. These results
are surprising, especially because in that period the necessity of
the revision of the Italian rural structure was at the centre of the
main agricultural policy debates. Indeed, the realization of
medium and long term investments evidently depends on the
availability of loans having corresponding periods, even though
the public sources have been progressively and increasingly
directed to different objectives, that is the reduction of the cost of
the short term credit. In this way the national agricultural policy
revealed its willingness to favour capitalistic farms that were
probably those which had already substantially resolved their
29 The analysis has been carried out exclusively for the period 1974-1988 because,
on one hand, only since 1974 has the Bank of Italy distinguished between facilitated
and non facilitated operations and, on the other hand, data concerning the subsidized
credit for the years 1989 and 1990 were not still available when this research ended,
due to the reorganization of the Statistical Bulletin.
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structural problems.
By the end of the examined period, the weight of the
short term subsidized credit in global subsidized credit reached
85%, reducing the corresponding shares of the medium and long
term subsidized credit to 5% and 10% respectively.
4.3.

Relation between agricultural credit and capital
requirements of the agricultural sector: the role of
speculative transactions

In this section we will examine the contribution made by
the special agricultural credit system for the support of current
expenses and for the realization of medium and long term
investments in the primary sector. We will relate, respectively,
the short, medium and long term credit to the value of intermediate consumption plus wages, medium term investments and
long term investments in agriculture30, in order to obtain a gross
indicator of the degree of credit coverage for the different types
of capital which farmers require.
The quota of long and medium term investments financed by the corresponding credit (figure 2) shrank, falling
from about 40% of the period of the second "Piano verde"
(National Agricultural Development Scheme ) (1967-1970) 31 to
less than 20% in the mid-Eighties. The most recent years were
characterized by a recovery up to 25% for long term credit, even
30 The values of these variables are drawn from the INEA Yearbooks.
31 The national public intervention in agriculture during the Sixties was characterized
by two quinquennial Agricultural Development Schemes. The first one, in operation
by the law n. 459 of 1961, was named "five-year plan for the development of
agriculture" or "Primo piano verde" (First Green Plan); the second one, in force by
the law n. 910 of 1966, was called "Measures for agricultural development during the
five-year period 1966-1970" or "Secondo piano verde" (Second Green Plan).
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though the relationship between medium term credit and the
corresponding investments maintained its regressive trend.
By contrast, after the second half of the Seventies, the
share of operating expenses financed by short term agricultural
credit increased sharply, and the relationship between short term
credit and the sum of wages and intermediate consumption
approached 50% . The exceptional growth of short term credit
and the corresponding reduction of medium-long term credit can
be explained by speculative transactions that have occurred since
1976-77. In fact, considering the total amount of agricultural
credit granted as fixed, the lack of controls on the destination of
credit could have induced farmers to reduce medium and long
term credit and to ask for short term loans, in order to benefit
from the existing gap between the high yield obtainable from
Government securities and the low facilitated rates of paid
interest (see table 13). In practice, farmers used short term
credit, which was easier to ask for and faster to obtain than the
medium and long term ones, to buy Treasury Bills (whose
massive distribution to the public began just then, in 1977) obtaining a gain from the difference between the interest received
from Government securities and the interest paid on credit 33.
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4.4 The estimate of the agricultural benefit from credit

Analyzing the rates of interest, Table 14 clearly shows
the high degree of market segmentation. It is expressed by the
32 Actually, the sum of intermediate consumption and wages does not correspond to
the short term capital needs, being the related costs distributed throughout the year.
If we assume that the real need could approximate half that value, the coverage of
short term capital needs made by short term credit is close to 100%.
33 In 1981, that difference reached the peak of 17% for the South.
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considerable gap between the facilitated and non facilitated rates
(the latter are represented by reference rates) 34. The discrepancy
between reference and facilitated rates measures the cost of the
charge against the Italian State. Evidently the gap with the
market situation (estimated by the reference rates) was
considerable for the whole period and in particular at the end of
the Seventies and the beginning of the Eighties. Using the information provided by this figure, table 15 estimates the public
transfers which agriculture received from credit, simply by
multiplying the amount of each category of subsidized credit by
the difference between the reference rate and the facilitated rate
of interest for the corresponding category of loans35. On average,
agriculture benefited from 832 billion lire per year through the
credit channel, with peaks higher than 1,000 billions reached at
the beginning of the Eighties (almost 1,500 billions in 1981),
showing then a decreasing trend in the later years.
4.5 The regional analysis

Our study becomes more interesting if the analysis focuses on specific Regions. In fact, the distribution of agricultural
credit, in both the total and the individual components, seems to
be uneven.
34The reference rates for working capital and improvement credit are valid for the
whole state territory, while the facilitated rates for the same categories of credit
change according to the different geographical zones (Centre-North and South).
Both reference rates and facilitated rates are adjusted every two months in
compliance with the variation of the cost of money. However, for greater
convenience, the figures have been drawn by calculating the mean values registered
during the year.
35 That difference has been calculated considering the average rates of facilitated
interest of Centre-North and South.
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Table 16 shows that in the period 1984-1988, using an
average of these 5 years at the constant lire value of 1990,
Southern Regions registered use of short term credit (85%),
somewhat greater than the national mean, while Northern
(80.5%) and Central Regions (80.1%) showed the lower ratios.
In decreasing order, Apulia, Campania, Sicily, Emilia-Romagna,
Friuli and Lombardy were the Regions that made the most use of
short term credit. By contrast, minimal utilization occured in Val
d'Aosta, Liguria and Piedmont.
The situation is the opposite if we refer to medium term
credit, averaging 7.9% of the total. In this case, Central Italy has
the maximum incidence, followed by the Northern area and lastly
by the South. At a regional level, Piedmont was in first position
followed by Umbria and Marche.
Finally, the long term loans characterizes mainly the
Northern Regions followed by Central Italy, whereas only 8.6%
of improvement credit goes to the South. Regions showing the
highest values were Val d'Aosta, Liguria, Trentino and Piedmont,
while Campania, Apulia and Umbria register the smallest quotas.
Hence, it is evident that Southern Regions (chiefly
Campania, Apulia, Sicily and Basilicata) used the lower share of
medium and long term agricultural credit in the total, even
though those are the areas whose agricultural systems had major
need for structural adjustments.
Table 17 considers the incidence of cut-rate credit on
total credit in every Region or geographic zone. The low quotas
of Lombardy (32%), Piedmont (36%) and Marche (39%) contrast with the extraordinary percentages of Molise (90%),
Basilicata (88%), Sicily (87%), Calabria and Apulia (86%). On
average, the quota of subsidized credit accruing to South reaches
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83%, which is greater than the national mean (62%) and,
obviously, than the corresponding value for the North (48%).
Central Italy is placed at an intermediate position, with a share of
52%, mainly determined by the high relative value of Latium,
since the other Regions and in particular Marche and Umbria
register the lowest values.
Analyzing the different credit categories, we understand
that the major discrepancies are not due to the improvement
credit (where the gap between Southern areas and the national
average is only 9%) but to the working capital credit, where the
difference reaches 22%. Considering short term credit, the share
of cut-rate lending in the total goes from 49% for Northern Italy
to 53% for the Centre and reaches 86% in the South, where
Regions such as Sicily and Molise register values greater than
90%. Similar results occur for the medium term credit, whose
subsidized quota was larger in the South (68%), while Molise
and Basilicata shares are close to 100% (that is all the credit
granted was subsidized). The subsidized shares for Central and
Northern Regions, whose values decrease to 36%, are lower.
Regarding the long term credit, the discrepancies are
smaller, as mentioned before, and the weight of subsidized credit
on the total is 52, 60 and 66%, for Northern, Central and
Southern areas, respectively, with considerable homogeneity
among Regions.
In conclusion, Italian agriculture has benefited for a long
period from large amounts of credit, mainly subsidized.
However, it has not led to substantial re-organizations with increase in efficiency because the credit has been essentially used
for short term purposes. It has been directed to satisfy the urgent
demands for working capital from food-industries, agricultural
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co-operatives, trading firms, and speculators.
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5. TAXATION IN AGRICULTURE

5.1 The tax system in agriculture

In the modern State, taxation is the most common instrument for the financing of public expenditure. However, besides this task, the determination of tax structures and mechanisms has a major role in the realization of economic and social
policy.
Three main taxes represent the direct imposition in Italy:
1. the personal income tax (IRPEF), which is paid by individual
persons on their aggregate net income and which is progressive,
with rates from 10 to 50% depending on the income bracket;
2. the corporate income tax (IRPEG), which is paid by corpo rate
bodies on their aggregate net income and which is pro portional,
with a rate of 36%;
3. and finally, the local income tax (ILOR), which is proportional (the
current rate is 16.2%) and hits, by superimposing itself on the
previous taxes, all the income from patrimonial assets liable to
personal income tax, i.e. income from land and buildings, returns
on capital, business income and miscellaneous income. Only the
income from subordinate employment is excluded from the ILOR
tax base.

The main indirect taxes are constituted by the IVA
(VAT: the ordinary rate is 19%), the local tax on the increased
value of immovable property (INVIM), inheritance tax, registration of contracts tax, stamp duty, tax on manufacturing, government concession tax.
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Agriculture benefits from a tax peculiarity on direct
imposition. In fact, the taxable income is calculated through cadastral estimates rather than through the actual income obtained
during the year. Therefore, all agricultural concerns pay IRPEF
and ILOR on a presumptive income, but, if they are corporate
bodies, IRPEG is paid on the income assessed on the final balance (as the difference between revenues and costs).
The cadastral income distinguishes between income
from land ownership and agrarian income. The former comprises
the revenues that the owner could get from land and from the
fixed capital invested on it. The agrarian income pertains to the
profits that the farmer could get from the working capital and
from management activity. Hence, by the cadastral system, the
tax base for the personal income and the local income tax is not
represented by the effective income (as in the other economic
sectors) but by the potential income. This presumptive income,
assessed by the cadastre, refers to a period of time long enough to
overcome the typical variability of farming. Besides, it is related
to a conventional income which an ordinary farmer could get
from that particular piece of land excluding the maximum and
minimum results.
The cadastral income is defined as an annual average
income, which is stable in the long period and obtainable by an
ordinary farmer. It can be calculated by applying to each cadastral fraction the corresponding cadastral rate, which takes into
consideration the area, the type of feasible cultivation, and the
productivity level of that land.
The choice of the cadastral income as tax base for agricultural activities had a number of justifications. Firstly economic justifications are based on the peculiarity of farming,
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characterized by time lags between investment decisions and
output realization, perfect competition, income variability and an
overall structural subordination compared with the other sectors.
Considering these structural characteristics, the cadastral income
was thought as an important instrument to secure certainty and
stability to tax receipts against the sector instability. Moreover,
the cadastral system could have stimulated agricultural
productivity and the rationalization of the sector. In fact, this
form of imposition should have favoured the more efficient
farms, being detrimental to the less efficient ones. The former
could have avoided tax imposition on the share of income
exceeding the ordinary level determined by the cadaster. On the
other hand, the less efficient farms should have borne a higher
fiscal burden on the effective income obtained.
There were also administrative motivations for the
adoption of the cadastral system; the imposition on cadastral income eliminates the problem of litigation on the assessment of
the tax due and relieves farmers from fiscal book-keeping.
Furthermore, considering the large number of small farms in
Italy, the tax assessment of the effective income would have been
almost impossible, at least in the past, and anyway too expensive
for the small amounts due. Therefore, the tax-officer inspections
can be redirected towards more interesting economic activities
whose control is less efficient.
The role of cadastral surveys (which allow the calculation of agrarian and land ownership incomes, for each fraction of
land) is very important for the agricultural tax system. Their
connection with the real profitability of that particular fraction of
land is a requirement for the equity of taxation. As a matter of
fact, until 1988, the cadastral income was calculated using the
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cadastral surveys of the years 1937-1939, periodically revalued
with a single national coefficient. The weak correspondence of
those surveys to the agricultural conditions of fifty years later is
clear, as well as the bias and injustice created in this way. The
first general revision of the cadastral surveys was in 1988 and
from the 1st of January of that year new cadastral rates came into
force, trying to identify in a better way the effective earning
power of every cadastral fraction.
Agriculture benefits from a tax peculiarity on indirect
imposition and, in particular, on the VAT36. The aim of the VAT
system in agriculture is not to charge any amount to farmers,
granting them only gains. At the end of every year, farmers are
given the option of choosing between an "ordinary" and a
"special" VAT system. If the farmer plans to purchase more than
to sell during the next year, and therefore the paid VAT will be
greater than the collected one, then he will choose the ordinary
system and ask for a tax refund. On the other hand, if he plans
that sales will exceed purchases, then he will choose the special
system and will not pay the difference between collected and
paid VAT, retaining that amount.
5.2 Level and structure of tax and fiscal burden

The awareness that farming activity was not able to
guarantee farmers adequate income levels, comparable to those
of other sectors, was the central idea for the adoption of a special
tax system in the primary sector. The calculation of the tax base
on the cadastral outcomes is inevitably linked to the concept of a
36 As mentioned above the ordinary VAT rate is 19%, but for agricultural goods
there are also rates of 4%, 9%, and 12% depending on the type of commodity.
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lump sum tax, which is not consistent with the personality and
progressiveness principles of imposition currently in force in the
Italian tax system. Besides, the absolute peculiarity of the
agricultural VAT system, which allows only revenues for
farmers, has led to the criticism that agricultural income is
underestimated and that the tax system in agriculture cannot
reflect its real tax liability.
To this situation of tax erosion follows the unfairness
judgement towards the other economic sectors whose tax burden
is much higher than that of the agricultural sector. Furthermore,
the tax relief and benefits for agriculture were designed to
support small farms with structural problems and low
profitability inorder to boost investments and rationalization. In
fact, the large farms with capitalistic management have mainly
benefited from this situation, enjoying a real tax gain37.
In this section we will analyze the level and structure of
the tax and fiscal revenues in agriculture, by comparing them
with those of the other sectors. Finally, we will present an estimate of the avoided tax receipts arising from the particular tax
system in force for agriculture, which can be understood as a
transfer to the primary sector.
The total imposition in agriculture is given by the sum of
three main components: social security contributions, indirect
taxes and direct taxes. In our analysis, the social security
contributions have been distinguished on the basis of their origin:
employers and employees on one hand, self-employed workers on
the other. The indirect taxes have been grouped in a single entry,
37 Therefore, the tax policy is essentially regressive, since it is not able to select and
discriminate the interventions towards the areas with major needs. On the contrary,
the stronger and more efficient agriculture is the principal recipient category of those
interventions.
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while the direct taxes have been classified into the following
items: personal income tax (subordinate employment and land
income), local income tax, corporate income tax, tax on
increased value of immovable property38.
From table 18 and 19 the small extent of fiscal and tax
39
receipts (in absolute values), which stand at about 1% of the
total, is evident. On the other hand, in 1990, the agricultural
sector accounted for 9.5% of the total labour force and 4.5% of
GDP.
The total fiscal revenues in agriculture at constant prices
showed a relatively stable trend from the beginning of the
Eighties until 1987, fluctuating between 4,000 and 4,500 billion
lire per year. It registered a sudden strong increase in 1988,
almost 25% compared with the previous year, and since then, it
has been growing considerably. Increased social security
contributions have been the main determinant of that expansion,
between 1987 and 1988, they increased by 45% in real terms.
Table 20 shows the percentage composition of the public burden in agriculture. The remarkable weight of social security contributions, which represent about 60% of the total, is
evident. The direct and indirect taxes correspond, to about 10%
and 30% of the full amount, respectively.
Regarding social security contributions, employer and
employee contributions show a positive trend, with a simultaneous decrease of the self-employed worker contributions. Only
recently they have risen, due to legislative measures which
38 Since in national accounts documents INVIM is considered a direct tax, in the
tables we will conform to this custom.
39 By definition, the fiscal revenue is constituted by the sum of social security
contributions, indirect and direct tax revenues. The tax revenue is obtained adding up
the revenue from indirect and direct taxes.
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counterbalance the structural social security deficit in agriculture40.
Among direct taxes, the main component is the personal
income tax on subordinate employment, whose relative weight is
about 1/3 of the total direct taxes, more than 10% of the total
fiscal revenue.
The land income accounts for about 7% of the total and
similar values are registered by the local income tax. The incidence of corporate income tax is very low, constantly at 1%,
while the tax on increased value of immovable property assumes
values around 4-5%.
Table 21 shows the comparison between the composition of fiscal receipts in agriculture and in the rest of the economic system. It can be noticed that in the other sectors the three
fiscal categories (social security contributions, indirect taxes and
direct taxes) have about the same weight (33%). The incidence
of direct taxes in agriculture is the only consistent result with the
average of the other sectors, while the indirect taxes are smaller
than the social contributions by 1/3. The social contributions
weight is twice as much as that from other sectors. The
composition of fiscal revenues in agriculture has remained
substantially stable during the twelve-year period considered.
From the beginning of the Eighties and until 1987, direct taxes
slightly increased their relative weight, which was then
reabsorbed by social security contributions.
Regarding the other sectors, a positive trend characterizes both indirect and direct taxes, which is counterbalanced by
40 This result shows the structural change which occurred in agriculture during the
Eighties, where domestic labour is progressively substituted by external wageworkers.

44
the regressive nature of social security contributions.
It can be concluded that during the considered period,
there are no tendencies for a gradual adjustment between agri culture and the rest of the economic system with respect to the
composition of fiscal receipts.
Table 22 provides a comparison, in terms of fiscal and
tax burden, between agriculture and the remaining economic
sectors. The tax burden is defined by the ratio between the sum
of indirect and direct taxes, and the net product. The fiscal burden is determined by the ratio between the sum of indirect, direct
taxes and social security contributions, and the net product. Both
indicators, expressed as percentage of the net product absorbed
by the public burden, show a lower value for agriculture.
On the average, while in the other sectors the tax burden
is almost six times larger than in agriculture, its corresponding
value for the fiscal burden is only 3.6 times larger, due to the
remarkable values of social security contributions in the
composition of agricultural fiscal receipts.
Although agriculture has a special treatment, a redistributive trend is also evident. Notwithstanding the tax and fiscal
burden increase in both the agriculture and the remaining
sectors, the rate of growth of the primary sector is higher. With
respect to the tax burden, while in agriculture it has grown from
2.8% in 1980 to 5.4% in 1991, the corresponding values for the
remaining sectors are 20.1% and 26.5%, respectively. The fiscal
burden in agriculture has expanded from 7% (in 1980) to 17.3%.
(in 1991), whereas for the other sectors that variable has moved
from 32% to 40%.
A further measure of fiscal relief and benefits granted to
agriculture is provided by table 23, which compare the value of
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subordinate employee wages in agriculture and in the other
sectors after fiscal burden. The incidence of fiscal burden is still
smaller in agriculture, even though a tendency for their
realignment is noticeable as well as an overall decrease of net
wages in both groups.
Notwithstanding several fiscal concessions, the average
take-home wage in agriculture (net wage) is lower than in the
other sectors. Furthermore, such a difference has been growing
progressively: while in 1988 the ratio between the net average
wage in agriculture and in the other sectors was 88.1%, the 1991
ratio was reduced to 72.4%. This result shows that the facilitated
fiscal system in agriculture is losing its capability to counteract
the wage adjustments dictated by the market.
Table 24 describes the attempt to underline the tax balance of Italian agriculture by comparing the actual receipts with
the tax benefits (or missing receipts) deriving from the adoption
of the cadastral tax base instead of the effective income, for the
direct taxes, and of the facilitated VAT system, for the indirect
taxes41. During the considered period, the tax benefits are always
greater than the actual receipts. The gap increases so much that it
approaches the ratio of 2 to 1 at the beginning of the Eighties,
then it decreases in the subsequent years until 1991, when the
amount of the tax receipts is almost equal to the value of the tax
benefits. This is a confirmation of the tendency, already
emphasized, of a gradual erosion of the tax relieves granted to
41 The estimate of the tax benefits has been obtained through a statistical survey run
over a sample of farms included in the Agricultural Accounting Information Network
(RICA). For a more detailed description of the methodology used, refer to: Bartola
A., Sotte F., Tonnarelli M. (1993), Quanta politica agraria attraverso la politica
tributaria? (How much Agricultural Policy through the Tax Policy?). The book is in
course of publication.
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agriculture.
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6. SOCIAL SECURITY IN AGRICULTURE

6.1. Quantitative analysis of the social security system in
agriculture

The social security system is based on the social legislation aiming to protect workers against detrimental events, directly or indirectly linked with the work (accidents, disability, old
age, sickness, etc.). This purpose is achieved through compulsory
insurance, subscribed and paid by employers and employees.
Furthermore, the social security system should ensure to all
citizens a minimal level of income and consumption, independently of contribution.
Until the beginning of the Fifties, the principle driving
the Italian social insurance system was that every person should
receive social security benefits because of the contribution. In
agriculture, the only existing form of social security was the insurance against accidents and occupational disease. After the
mid-Fifties, when there was no longer a strict relation between
benefits and contributions, this social security system was finally
changed to a more proper one. In that period social old age
insurance, civil disability and medical assistance were created
(including agriculture), and since then the level of social security
benefits has expanded sharply, much more than the increase in
contributions.
Tables 25 shows the evolution of the social security
contributions and benefits in agriculture in 1960, 1970 and from
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1980 to 1990. In that period both variables increased, but it is
evident the enormous gap between benefits and contributions,
approaching 28,000 billion lire in 1990.
As shown in table 26, the incidence of the social security deficit to the net product increased progressively, from
35% in 1980 to 73% in 1990. However, this deficit, which ex actly reflects the pattern of the benefits and shows the progressive loss of correlation between paid contributions and received
benefits, cannot be considered entirely as a public transfer to
agriculture. In fact, agriculture was the dominant sector of the
labour force, and since the number of working farmers has decreased in parallel with economic development, the number of
retired people in agriculture is now disproportionate in comparison with the number of workers. Comparing the social security deficit and the number of employees in agriculture from
1980 to 1990, we notice the inverse correlation between the two
variables due to the mechanisms of the social security system.
Even though the contributions per capita have increased, the
current small number of farmers cannot afford, through their
contributions, to pay pensions for the large number of retired
people who have left agriculture.
The extent of the social security deficit can also be explained by the structural weakness of agriculture, characterized
by: under-employment (understood as a small number of working
days during the year and a large number of workers), low
contributive liability due to scarce productive capacity and the
low educational level of the labour force. These components laid
the foundations for a simple system of social security,
characterized by lack of controls and then allowing abuses and
frauds.
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There were also economic policy reasons for supporting
agriculture through the social security instrument aimed at
maintaining a social fabric in rural areas and avoiding the
"escape" of manpower to the other sectors. In order to reach
these purposes, contribution abatements were granted in addition
to increases in social security benefits (not related to contributions paid) directed to supplement farmers' income.
The social security deficit in agriculture is annually financed by two instruments: the intersectorial liability and the
State contribution. Table 25 last two columns show the deficit is
mainly covered using the contributions paid by the other sectors,
whose social security balance is clearly positive42. Given that this
is not sufficient, State contributions are required to balance the
social security deficit of the primary sector.
Table 27 analyses the items which make up the categories of contributions and benefits. The main component is represented by the agricultural unified contributions (which all hired
workers have to pay). During the considered four decades, their
share increased until 1980 (45.2%) and it reduced in 1990 to
40.8%. The contributions paid by farmers for disability, old age
and sickness also have a major incidence (34.8%), although they
diminish during that period, while those paid by sharecroppers,
showing a similar trend, are much lower (0.9% in 1990) due to
their limited number.
An item which has recently reached an important share
is represented by the contributions paid by farmers and sharecroppers for accidents and professional disease (22.3%).
42The fact that the social security deficit in agriculture is financed through
contributions paid by workers of the other sectors is considered very unfair since the
cost of this policy should be totally a charge against the State which collects
revenues, progressively, from the community as a whole.
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During the considered thirty-year period, the analysis of
the structural evolution of payments underlines a radical change.
While in 1960 the situation was more diversified and the three
main items (disability and old age, sickness and maternity
insurance and family allowances) amounted to 83.6% of the total
benefits, in 1990 disability and old age alone account for 86.7%.
In 1990, only accidents and professional disease (5.3%),
unemployment benefits (4.4%) and sickness and maternity
insurance (2.5%) are worth mentioning among the re maining
items.
The disability component is the main part of the 86.7%
of disability and old age benefits as table 28 shows. The peculiarity of this feature, which is very different from that of the
other sectors, confirms that the social security system in agriculture has been characterized by a charitable attitude. In 1970,
the share of disability pensions on old age pensions was higher
than 100% in Central and Southern zones, with peaks of 338%,
251%, 250% in Umbria, Latium and Molise, respectively. By
contrast, in the same year, Northern Regions showed values
lower than 100%. During the following years, these shares have
progressively increased although the gap between CentralSouthern Regions and the Northern ones has remained almost
constant.
At present, on the average, Central Regions show almost
600 disability pensions for every 100 old age pensions, the
corresponding value for Southern Regions is 740 (with peaks of
1155 and 1127 for Molise and Sardinia, respectively), whereas
the North shows the lowest values, which are even under 100 in
Lombardy and Venetia.
These results suggest that in the Central and Southern
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Regions social security mechanisms have been biased because of
the nature of social structure. Due to such policies these Regions,
characterized by the difficult economic and social situation of
agriculture, have been granted disability pensions as
supplementary income, not associated with production and real
disability conditions.
Hence, it is necessary to redefine and reorganise separately the two existing kinds of social security, the charitable one
and the insurance one (the latter based on the correspon dence
between contributions and benefits), also regarding the financing
source. The social security system should be reformed by
stimulating a major correspondence between contributions and
benefits and allowing a more limited and justified use of the
intersectorial liability. These aims should be complemented by
charitable ones directly receiving State funds.
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7. A GLOBAL ESTIMATE OF PUBLIC TRANSFERS
TO AGRICULTURE
In this section we will try a consolidation of public
transfers flowing to agriculture from the main institutions with
competence in the primary sector.
Table 29 shows that agriculture has annually received
directly (from AIMA and MAF) or indirectly (from taxes and
social security) the average sum of 18,932 billion constant lire.
The main share of financial support is granted by AIMA with
43% of the total, followed by social security benefits with 21.6%.
The third main component, which shows an average incidence of
19% during the period considered, is represented by taxes. The
fiscal benefits due to taxes and social security, are on the average
more than two fifth of total transfers to agriculture, although they
show a negative trend. The MAF expenditure accounts, on the
average, for 16.4% of the total. The credit component does not
appear in the matrix since the cost of subsidized credit is mostly
included in the MAF and regional budgets.
The amount of public transfers to agriculture we considred does not include all the financial supports accruing to
agriculture as, for instance, OECD's concept of PSE does. It
leaves out the price component deriving from variable levies,
imposition of import restriction and internal production quotas,
and the expenditure in agriculture of other minor institutions
such as the Regions, Comunità montane (Mountain communities), Enti di Sviluppo (Development Boards), National Council
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for Scientific Research (CNR), other ministries, etc. .
Notwithstanding complaints of farmers and their representatives about the supposed scarce consideration of the
Government towards agriculture, their protest seems to be unjustified from the financial point of view. However, although all
the classical instruments for the economic development of
agriculture have been used, we have shown that in general they
have not been aimed at productive investments for the structural
evolution and a better efficiency of the agricultural system as a
whole. On the other hand, they have been employed for short
term purposes such as the maintenance of a large number of
small farms with traditional and inefficient farming methods, the
absorption of surplus of labour force in agriculture and the
consolidation of an electorate complying with the existing political equilibrium.
The protection the primary sector has prevented the
transformations required by economic development for a more
efficient and reorganised agriculture, characterized by more
capitalised farms and by an increase in their sizes.
In so doing, Italian agriculture show her limits in competition with the other European agricultures. This is the reason
because Italy has had to face a rising cost for the support of its
agriculture, which has reached unsustainable levels.
The reconstruction of a new agricultural policy is extremely urgent. Considering the inevitable temptations for dismantling the expensive agricultural policies of the past and a
transfer of higher burdens to the sector, a new exam of the role of
43

43 In Italy there are around 900 different institutions with some responsibility of
agricultural policy. Not taking into account the Regions ends up in a clear
underestimate of the incidence of public transfers on agricultural incomes.
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agriculture and the rural community is therefore necessary.
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