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Abstract

A multi-sector model is used to assess the targetih CAP payments in ltaly,
according with alternative definitions of the “rdafrmers” institutional sector. The model is
based on a Social Accounting Matrix of the Italegonomy, properly adapted to represent
the process of income formation and distributioragriculture. The accounting framework
has been integrated with a set of microeconommrimétion from the Farm Business Survey,
a sample of agricultural holdings representativéhefwhole industry in Italy. The effects of
changes in CAP payments have been assessed th@opgitess in which impacts moves
from the micro to the macro module of the model eetdrn, in an iterative way. A vector of
final income increase for each household includedhe survey is obtained and used to
reclassify impacts according to alternative deffamtof the real farmer sector. Results show
that the distributive structure of the Italian agiiure as well as the way the policy is
implemented are likely to affect the targeting ayments under alternative definitions of the
beneficiary group.

Keywords: Common Agricultural Policy, targeting, income distition, social accounting
matrix
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Introduction

The issue oftargeting in supporting farmers is relevant in the curreantext of
decreasing resources for agricultural policy. Fakall there is a problem of efficiency in
transferring the money spent for policy to the biersies: the proportion of expenditure able
to reach farmers strictly depends on the natuupport, with decoupled payments showing
higher transfer efficiencyOECD, 2003). Furthermore, the ongoing changeshé gublic
opinion about the role of CAP indicate that the dpgan Citizen no longer consider
supporting income from farming as an objective égporsueger se but together with more
general purposes such as “respect for the envirohared the welfare of the farm animals”
and “supply healthy and safe food” (Eurobarome28f7). In this context the support given
to agriculture needs to be reshaped by increassnfyniancial transparency and re-tuning its
policy justification. From this point of view thargeting issue is likely to become a relevant
theme in the public debate.

The current negotiate under the so called HealtacKi{HC) of the CAP seems to
confirm an increasing attention to targeting praide As long as an increasing share of
financial resources are expected to be moved frioenfirst to the second pillar through
modulation, the actual destination of the (reduakict payments become more and more a
relevant issue. After the substantial improvementthe “degree of decoupling” (OECD,
2001) of CAP payments realized by Fischler refanr2003, the focus of reforming process is
now directed towards the simplification of the 3;mgayment Scheme and the redistribution
of support. A renewed emphasis on distributiveuiesst of payments can be found both in the
explanatory memorandum and in the impact assessamagxed to the Commission’s legal
proposals adopted after the consultation of stdkehn® and other European Institutions
(Commission 2008). Among the objectives of a refdnmplementation of Single Payment
Scheme (SPS) is explicitly included the possibiidy'address concerns about the equity and
distribution of payments among farmers” (Commissi®®08: 19). The underlying targeting
problem clearly emerges from the analysis of a#ttve scenarios of reformed payments.
However the issue cannot be identified only with thas in the distribution of support in
favour of larger (and more competitive) farms, dl\keown feature of the past CAP (Harvey,
1997; Tracy, 1997). Starting the HC with its Commeation last November, the European
Commission brings out yet another facet of theding problem by recalling the need to
direct support only towards “real farmers” (Comnuss 2007: 5). Such a distinction
recognizes the existence of an area of “farmingit tthould be preferentially targeted by
agricultural policy and demands suitable (operatipwriteria in order to define this area.
Talking about “real farmers” the Commission seemsirttend people mainly living on
agricultural income (agricultural households); bliernative criteria may be proposed taking
into account the economic nature of farming its@hly professional farms) or the
institutional nature of entrepreneurship (only diréarming). The assessment of targeting
crucially depends on the adopted criterion.



In this paper a multi-sector model will be usedassess the targeting of CAP
payments in Italy, according with alternative defoms of the “real farmers” sector. The
model is based on a Social Accounting Matrix of Hadian economy, properly adapted to
represent the process of income formation andiloigion in agriculture. The accounting
framework has been integrated with a set of mi@pnemic information from the Farm
Business Survey, a sample of agricultural holdirgresentative of the whole industry in
Italy. The effects of changes in CAP payments Hsaen assessed through a process in which
impacts moves from the micro to the macro moduléhefmodel and return, in an iterative
way. Adopting such an approach, after each sinariaéi vector of final impacts for each
household included in the survey has been obtanedused to reclassify impacts according
to alternative definition of real farmer sector.

The targeting power of CAP payments resulting frbrachler Mid Term Review
(MTR) has been used as a “baseline” to be conttasiih those from alternative scenarios of
reform of Single Payment Scheme, including regiaaébn, the introduction of upper and
lower limits to individual payments and differeates of modulation.

The paper is organised as follows. The model isgred in the next paragraph. The
definition of “real farmers” sector is discussed paragraph 3. In paragraph 4 the
Commission’s proposals for SPS reform are assessmding to the results of simulations.

The model

The original SAM of the Italian economy used in #realysis was estimated by the
Regional Institute for Economic Planning in Tusc8RPET). The reference year (2002) can
be considered as representative for Italian agtioeilof the first half of the decade in terms of
level and composition of productions and pricesrédoer, 2002 is included in the reference
period for the determination of SPS entitlementsleunthe MTR. The original structure
includes a total of 101 accounts: besides a pramtublock accounting for 30 industries and 5
factors of production, a detailed description ohsamptions (12 private plus 11 collective
consumption functions) and a highly disaggregatesitutional sector block (10 household
groups by deciles of per-capita equivalent inco®egroup of firms, and 9 government
branches at the national and local level) represéimé most interesting feature of the
accounting scheme. Separate capital accounts ébr ieatitution and ROW accounts assure
the overall balancing of the matrix.

The SAM was adapted for analytical purposes. A cadn of the SAM dimensions
was carried out aggregating the accounts for utgiits. The original accounts for households
were aggregated into five groups, given that time af the analysis was the inclusion of a
second dimension (farmers vs. non farmers) to lmssed with income level in the
classification of families. Also the different bidmes of public administration have been
consolidated into a single government account.



A second major adaptation of the SAM was the inolusf an account to explicitly
represent the process of income formation andiloigion at the farm level. In the adapted
SAM the inflows of agricultural holdings accouneahe valued added from agriculture gross
of depreciations and the transfers from the goventmOn the relevant column agricultural
holdings pay taxes on production, and distributeoine to factors of production such as
employed labor and capitalln table 1 are displayed the entries of the admical holdings
account. The value added from production amount®7t@83 M€, representing more than
90% of total inflows. The largest part of thesdawnfs is distributed as mixed income form
farming to self employed labour (21 272 M€, 69,6%).

Besides accounts for production units in the medaie included as endogenous the
accounts for production activities, factors of protion and private institutions (households’
consumption and income accounts, firms currentwaus). The focus on income distribution
suggested the opportunity to also include in theleha consolidate account for the national
Government. Indeed, the aim of the model is toym®aht the national level the short run
impacts on income distribution of a sectoral poliefined at the European level (payments to
farms). Conversely all accounts for capital formatand for flows to/from the rest of the
world were considered as exogenous.

From the adapted SAM a matrix of accounting (colucwefficients for endogenous
accounts was derived. To increase the quality wfukition, following the “fixed price”
approach proposed by Pyatt and Round (1979) theuatiog coefficient for private
consumption functions were replaced with estimatesnarginal propensities (by income
quintile) based on data from Households Budget Sucarried out by ISTAT. A second
change was made on the entries of the submatrinesepting transfers from Government to
production units. Even though payments to farmseddpfor the most part from decisions
taken at the European level, positive coefficieimtshis block would lead to a level of
transfers endogenously determined in a nationaletnda avoid this controversial effect the
relevant coefficients were set to zero. As a consrge the endogenization of the Italian
government account affects income distribution dhipugh general fiscal policies defined at
the national level (represented in the submatritxasfsfers among endogenanstitutions.

The inclusion of an account for agricultural holgbnis an essential passage in the
integration of available microeconomic informatimnthe model. In fact the Farm Business
Survey is a sample of more than 13 000 agriculthcdtlings representative of the whole
industry carried out by the Italian National Insté of Statistics (ISTAT: see Rocchi e
Pizzoli, 2007). Being carried out to provide inf@tion for national accounting purposes, the
definitions of economic variables are completelpsistent with those on which the structure
of the original SAM was grounded. The most intengsfeature of the survey is that, even if
designed following an “industry” approach (i.e. anple of farms), it also provides useful
information on theinstitutions managing production activities. More preciselye tRBS

! For simmetry reasons an account for “other pradnainits” was included too.



sample is representative both for faraml for the institutional sector of households earning
some incomes from farming activities. Using datasonrces of income other than farming
(by type and by income class) collected with FBSeatimate of the total household income
for each observation was carried out. Each obgervatas then assigned to the relevant
quintile of total population. Finally, according to information inded in the original SAM,
five “artificial” observations were included in théataset to represent all other Italian
households without income from farming that arduded in each quintile of population.
Data from FBS where then calibrated to exactly icapd the aggregate entries of the
agricultural household account.

Simulations are carried out as folldwsJsing available micro information a vector of
changes in CAP payments received by each (weightbdgrvation due to a particular
hypothesis of reform is calculated. The subsequbahges in income distributed to factors
and, through factors, to institutions (householgsniscome level and others) are calculated as
well. During the micro-simulation the incomes adoguto households and other institutions
are corrected to account for inter-institutionansactions (according with SAM average
coefficients) At the end of this first round of moesimulation, a weighted vector of
exogenous impacts on accounts for institution®mpmosed summing data for households by
income quintile.

In the macro module of the simulation the vectorimpacts on institutions is
transformed into additional increases in the vadéded distributed by production units using
the accounting framework of the SAM. The matrixdatct (column) coefficients calculated
on the adapted SAM is used:

- to transform income increases into expendituree@ses classified by consumption
function;

- to transform expenditure increases into increaseld final demand directed towards
industries.

The resulting exogenous increases in final demaadhen transformed into a total
output increases by industry using the (leontievianltipliers derived from the input-output
block of the original table. Finally, using agaiifredt coefficients, output increases are
transformed into increases of gross value addewildited to factors by production units
(agricultural households and other production ynithese further increases in value added
are distributed among observations of the microecoa dataset, starting up a new round of
micro-simulation. The process is repeated till &ddal increases in incomes of institutions
become irrelevant. Given the “leakages” of the nhottmvards exogenous accounts,
simulations converge to a acceptable result afteriferations. In figure 1 is represented for
exemplificative purposes the cumulative impactneated after each round in the simulation
of SPS under the Mid Term Review. After the fifbund the total impact increases for less
than 1% in each subsequent iteration.

% The program to carry out the simulation has begslémented using MATLAB.



Despite the integration of the SAM with a sourcenasitroeconomic information,
results can be considered of the same nature eétti@mt could be obtained from a standard
linear model. No additional behavioural assumptioenge been included in the model through
the micro-simulation module: incomes are lineaibtributed among production units, factors
and institutions according with weighted samplerebaThe main result of the micro-to-
macro integration is the possibility to assess ittgpaf policy under alternative definitions of
the beneficiary group. In fact after each simulati@ vector of final impacts for each
household included in the survey is obtained amdbsaused to reclassify impacts according
to alternative definition of real farmer sector.sAcondary positive effect is the reduction of
the bias of aggregation that is implicit in all nebdoased on multisectoral accounting
frameworks.

Defining real farmers

As stressed above, the main objective of the aisalyas to assess the targeting power
of possible, alternative changes in the SPS. ttlear that the results of such an analysis
strictly depend on the adopted definition of beriafly group. In the current framework of
CARP ltalian beneficiaries are basically chosen etiog to a double condition of eligibility:

- they had to be beneficiaries of CAP payments dutiveg“reference period” (2000-
2002);

- they have to manage an area of eligible land cporeding to the assigned “historical”
entitlements.

In this way the SPS payments are directed towanusnaber of different institutions
(households, corporations, branches of public adtn&tion and so on) and, within the
household sector (which accrues for the largest papayments) towards very different
institutional units.

The analysis has been focused on the householtlsr.sAccording to the available
microeconomic information three alternative crieof classification of households earning at
least some income from farming (being or not curreeneficiaries of SPS) have been
defined. All criteria can be considered an altaugatvay for identifying “real farmers” to be
preferentially supported within the first pillar dhe CAP. Each criterion focuses on a
particular aspect of the relevance that farmingvigtcan assume for a given household.

- Agricultural households According to this definition the targeted grouposld
include households for which income from farming nwore than 50% of total
household income. This can be considered a “narmefihition of the institutional
sector according to standard for national acco(ltsostat, 1996). The interpretation




of farmers as “agricultural households” is suitafle supporting analysis on living
standards and/or income strategies associatedavithng activities (Unece, 2007). In
this analysis the available microeconomic informatallowed to directly apply the
proposed criterion.

- Direct farmers According to this definition the targeted grodqsld include farmers
managing agricultural production activities usiray the largest part family labour.
This definition of beneficiaries assumes a corregigace between the way the factors
are organized in each production unit and the lyhgnof farming household to a
specific socio-economic group. In other words faro@ be classified by types
reflecting different goals achieved through farmimginstitutions. Direct farming is
the prevalent management form in ltaly: in the éstgpart of agricultural holdings at
least some labour is supplied by the farmer’s famih the proposed analysis a
prevalence criterion has been applied includingh group of direct farmers only
households managing farms in which wages paid foleraes were less than 50% of
the mixed income accruing to the farrher

- Professional farmersAccording to this definition the targeted groumsld include
only households managing “professional” farms, pi@duction units with economic
dimensions allowing for a entrepreneurial managénaénfarming business. This
targeting criterion can be considered coherent witlision of agriculture as a branch
of productive system and a “industry” vision of iggttural policy. In the analysis the
‘professional’ criterion has been applied including the group all households
managing farms with an economic size greater theanrépean Size Units, according
to the FADN system of classification.

Simulation results

Even if leaving the beneficiary free to choosenifldnow much produce, the payments
under the current CAP cannot be considered as etetypldecoupled. In the case of area
based payments “...current conditions attached tengays, such as ... requiring minimum
maintenance activities on the land or imposing £roempliance condition may create
incentives to change production patterns” (OECD0Q5208), even in the absence of an
obligation to produce. This seems to be the caseRS, a form of support directed towards
active production units, which have to comply witimimum requirements (such as Statutory
Management Requirement and Good Agricultural andrBnmental Condition). Moreover,
the quantification on a historical basis chosentfly reinforced till now the “compensatory”
nature of payments. This sort of support could éprasented as a payment positively
affecting the income distributed at the farm leteelthe factors of production, without any
direct effect on the output level (and on intermaggli costs). In a SAM model this is

® The ratio between mixed incomes and wages has bset as a proxy of the ratio between employed and
family labour used in farming for which micro-infoation was missing.



equivalent to generate an exogenous injection tdsvéte account of agricultural holdings.
The first round of the iterative process descrilvedaragraph 2 reproduces at the micro level
the same mechanism to start the simulation. A Eetiternative distributions of payments
under different hypotheses of application of theSS#ere calculated and used to generate
different first impact scenarios. The resulting tees of total increase in the households’
incomes generated at the micro level were then tigecompare the targeting power of
alternative policy options.

A first group of simulations were carried out toabise the “pure” impact of
exogenous injections towards the income of diffegmoups of targeted beneficiaries. This
exercise allows understanding the distributivefie= emerging from the structure of Italian
agriculture as represented by the SAM.

Table 2 displays the nominal income multipliers ésogenous increases in the value
added distributed by farms managed by differentigrof farmers, such as a policy driven
payment directed towards production units. For gdaman exogenous increase of 1 M€ of
value added distributed by professional farms gaeerthrough the circular flow of the
economy a final increase of households’ income.87 M€. This total increase is distributed
amongall Italian households, including both targeted berafies and other households. The
final distributive profile is represented by valuasthe column, showing income multipliers
for targeted and non targeted families divided thgome level. In the case of professional
farms the impact on incomes increases moving frowet to higher quintiles and doesn’t
show a different profile between targeted and ravgeted households. The result is a lower
targeting power in supporting professional farmdy®6.4% of total final impact (including
indirect and induced impacts through the circulawj accrues to the targeted families, i.e.
households managing professional farms. By contexsigenous injections towards farming
activities managed by agricultural households amect farmers shows a targeting index
equal to 51.3 and 55.4% respectively. The valugagfeting index clearly depends on the
extent by which indirect impacts change (and ewdhtureverse) the distributive profile
generated by the initial injection. For a bettesemsment of the effect of circular flow on
targeting, in table 3 have been displayed the péage profiles of direct, indirect and total
impacts on incomes. The initial shock in this siatian is by definition perfectly targeted,
showing a distributive profile depending on theatiee importance of holdings managed by
each group in terms of value added distributedatofd. A slight differentiation can be
observed among the three groups of holdings witbsehmanaged by direct farmers
distributing a higher share of direct impacts tadgapoorer households. The indirect impacts
generated by the circular flow mainly affect norg&ed groups of households in the highest
quintiles of population: as a consequence the bekix of indirect targeting, shown by
support toward direct farmers, is only equal to%.9n the whole the circular flow seems

* In other terms, depending on distributive strumitfieatures of Italian agriculture.



able to spread the income increase in the reshefpopulation but without generating
substantial changes in the distribution of incorm@®ng quintiles.

So far simulations have been carried out to reptesenypothetical support directed
only towards single groups of beneficiaries cleatéfined using some criteria. The same
classification can be used to assess the targgtowger of actual form of support to
agriculture under the current CAP. To each policgnario can be assigned a different
targeting score according to the chosen definibibiine “real farmer” sector.

The distributive impact of CAP payments resultimgni Fischler reform can be
assessed using figures in table 4. The total impadtouseholds’ income is decomposed into
direct and indirect effect. The total impact of mdhan 6 800 M€ corresponds to an income
nominal multiplier of 2.142. The multiplicative irapt increases moving toward richer
households even if not in a monotonic way. Moreenesting is theredistributive effect
associated with the total impact. The figures ia thst column depict the changes in the
relative position of each quintile in the incomstdbution. Their sum is equal to 0 as they
expresses in percentage terms the redistributioongnguintiles of thenitial income (i.e.
without the impact of the considered policy) neaeegso exactly reproduce thmal income
distribution in relative terms (i.e. income distriton with policy). The redistributive profile
shows controversial features, with a large negaffect in the second quintile and the largest
share of positive effects for the first ohélowever, the low level of disaggregation of the
households sector hides the redistributive gamilsin each group. Indeed, within each
income quintile, the CAP payments are directed tdedouseholds that may or may not be
included in the beneficiary group according to somlassification criterion. As a
consequence, for the impact assessment of a gaioy as the CAP payments are, a sector-
related criterion is needed to classify households.

In table 5 the impact of four tools proposed byBueopean Commission with the aim
of reforming the implementation of SPS are compareder alternative definitions of the
“real farmers” sector. The columns correspond terative scenarios, built modifying the
current distribution of CAP payments in ltaly afidwss:

- regional flat rate new payment entitlements based on a regionardlat per hectare
applied to all eligible areas plus 5% of compulsenpdulation over 5000€ of
individual payments;

- approximation historical payments approximated according tegaanal flat rate plus
5% of compulsory modulation over 5000€ of indivilpayments;

- minimum individual limit MTR payments with set-off of individual paymenip to
500¢€;

® Intuitively the positive or negative value of relibutive impact for a given group depends on o
between the share of income accruing to the groupe initial distribution and the percentage iase of its
income due to the policy. A generalization of timalgsis of redistributive impacts based on SAM ipli#rs is
proposed by Roland Holst and Sancho (1992).
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- progressive modulationMTR payments with basic rate of modulation insezh to
12% and progressive reduction of individual payreent

The introduction of a regional flat rate shows thgher multiplicative effect on
households’ incomes both in general (total mukipliand considering the specific multiplier
(unitary increase of incomes ¢érgeted households for each euro of direct increase of
targeted incomes due to payments). The total tagéaidex doesn’t seem to be affected by
the application of different instruments, with ortlye regional flat rate showing a value
slightly lower. On the contrary, the use of altéivetargeting criteria leads to quite different
assessment: whatever the new instrument introdubedCAP payments shows the better
targeting towards direct farmers (more than 56%alincases) followed by agricultural
households and professional farmers. Policy instnis rather affect the level @fidirect
targeting: the introduction of a regional flat raed of a system of progressive modulation
seems more likely to strengthen the targeting ghpnts through the multiplicative process
due to the circular flow of incomes within the eoory. A higher indirect efficiency in
targeting as well as a higher redistributive pdveenerges when direct farming is chosen as a
targeting criterion.

A further insight of the analysis can be carried looking at figures in table 6 where
the redistributive effects (as in the last colunirtable 4) of the proposed policy tools are
assessed under alternative definition of benefesarThe distributive profile is mainly
affected by the choice of the beneficiary groupe Thrrent structure of CAP, whatever the
form of implementation considered, shows againteeb&argeting of the direct farmers group
within which the positive redistributive effectseadistributed among quintiles in a more
homogeneous way. On the contrary CAP payments leads larger improvement in the
relative position of the higher quintiles of thenkéciary group if the professional farming is
assumed as the relevant classification criteriapiicy analysis. Under this definition of
beneficiaries, when a flatter rate of support tsoduced (regionalization and approximation),
indirect impacts are able to improve also the mnsaposition of households of the first
quintile of total population not included in thenlediciary group.

Till now the analysis focused on the impact of Bngieasures included in the
Commission’s proposal for a new Regulation. Thauacimplementation of reformed SPS
will result from a combination of them that couldry among member states, given the
flexibility allowed in the application of optionalmeasures (regionalization and
approximation) and the pending negotiation on cdsgy ones (minimum level and
progressive modulation). In order to complete timalgsis two alternative scenarios of
application have been defined according to the nmdojectives pursued by Commission
through the reform of SPS: the reduction of adnais’e costs and the move towards a more

® The redistributive power is expressed as the peage ratio between the absolute redistributiveceffi.e.
euros of initial income that is necessary to reitiste among groups to exactly reproducedkgostdistributive
profile) and the initial injection towards housetislincomes due to the policy.
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flat rate of support for equity reasons. Dependinghe relative importance assigned to these
objectives, two scenarios of implementation havenlaefined as follows:

- redistribution application of a regional flat rate combined witrogressive
modulation;

- simplification: approximation of existing entitlements to a (reg)rhomogeneous
average rate combined with the introduction of animum level of individual
payments.

Both scenarios include a basic rate of modulatiengased to 13%.

The two scenarios are contrasted with the currppti@tion of mid term review in
table 7. The reform of payments seems able to iagpthe targeting of payments in both
scenarios. Moreover, the *“simplification” hypotlsesreduces the differences between
targeting index measured under different defingiafh the beneficiary group: in other word
could be considered the better “compromise” frotargeting point of view.

Again, all scenarios of application are better ¢ééed towards direct farmers both in
total and when only indirect impacts are consideFadally a sort of trade off between direct
and indirect targeting is shown by the two scemand reform: while the simplification
scenario shows a higher total targeting, the redigton one is more likely to positively
affect incomes of targeted groups through indineqacts.
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Table 1 - Agricultural holdings accounts
Italy 2002 - millions of €

absolute
value % value

(M€)
Gross value added at market prices 27 783 90.9
Transfers to productions 2770 9.1
Total inflows of agricultural households 30553 100.0
Taxes on production 1 886 6.2
Wages 7 116 23.3
Rents for land 902 3.0
Corporate farms mixed income -623 -2.0
Agricultural self employed labour mixed income 21272 69.6
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Figure 1 - Impacts on households incomes of the MTRayments
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Table 2 - Household income nominal multipliers byargeted group of holdings and institutional sectorg€)

holdings managed by

agricultural direct professional
households farmers farmers
1 0.09 0.13 0.03
2 0.06 0.09 0.04
targeted 3 0.14 0.21 0.11
hholds ’ ' '
4 0.23 0.23 0.22
5 0.49 0.43 0.47
1 0.06 0.05 0.08
non 2 0.11 0.10 0.13
targeted 3 0.16 0.13 0.20
hholds 4 0.21 0.20 0.26
5 0.42 0.40 0.48
total 1.98 1.96 2.37
total targeting 51.3% 55.4% 36.4%
indirect targeting 1.4% 5.4% 1.4%
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Table 3 - Direct and indirect impact of supportingdifferent group of farms on households income

% values
direct impact indirect impact total impact

agric dir prof agric dir prof agric dir prof

hhs farms farms hhs farms farms hhs farms farms
1 9.0 12.1 2.9 0.1 0.9 0.1 4.6 6.8 1.3
2 6.0 7.5 4.2 0.1 0.9 0.1 3.1 4.4 1.8
targeted 4 138 182 131 02 2.0 03 71 106 5.7

hholds

4 22.7 21.2 25.2 0.3 0.8 0.3 11.6 11.6 10.9
5 48.6 41.0 54.6 0.8 0.8 0.7 24.9 22.1 23.4
1 0.0 0.0 0.0 6.5 5.8 6.7 3.2 2.7 3.9
non 2 0.0 0.0 0.0 11.3 10.5 11.6 5.6 5.0 6.7
targeted 3 0.0 0.0 0.0 16.4 14.5 16.9 8.1 6.9 9.8
hholds 4 0.0 0.0 00 216 21.1 222 107 10.0 12.8
5 0.0 0.0 0.0 42.7 42,7 41.2 21.1 20.1 23.8
total to targeted 100.0 100.0 100.0 1.4 5.4 1.4 51.3 55.4 43.0

Table 4 - Distributive impact of the MTR payments

M€ and % values

Impact of MTR payments

quintiles  direct indirect total redistrb
impact impact impact multiplier effect
(%)
1 485 250 735 0.231 67.3
2 152 430 581 0.183 -92.8
3 520 626 1145 0.361 11.8
4 682 819 1501 0.473 20.9
5 1338 1503 2 840 0.894 -7.2
Total 3176 3628 6 804 2.142
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Table 5 - Impacts of alternative measures for refaning SPS under different definitions of beneficiarés

Proposed instruments

minimum
regional approximat. individual progress.
flat rate payments limit modulation

agricultural hholds

total multiplier 2.054 1.984 1.997 2.010
specific multiplier 1.197 1.148 1.148 1.170
total targeting 46.5% 47.4% 47.9% 47.9%
indirect targeting 14.9% 12.3% 12.4% 13.9%
redistribution 0.92 0.90 0.92 0.92

direct farmers

total multiplier 2.054 1.984 1.997 2.010
specific multiplier 1.220 1.174 1.176 1.196
total targeting 56.6% 56.6% 56.2% 56.5%
indirect targeting 19.9% 16.9% 16.8% 18.5%
redistribution 1.04 1.01 1.01 1.02

professional farmers

total multiplier 2.054 1.984 1.997 2.010
specific multiplier 1.208 1.158 1.158 1.176
total targeting 41.6% 42.6% 43.6% 43.7%
indirect targeting 13.9% 11.7% 11.9% 13.0%
redistribution 0.82 0.82 0.83 0.84
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Table 6

Redistributive effects of alternative measures under different definitions of beneficiaries

% values
approximated minimum individual
regional flat payments limit progressive modulation
agric dir prof  agric dir prof agric dir prof agric dir prof
hhs  farms farms hhs farms farms hhs farms farms hhs  farms farms
1 7.5 10.2 1.5 7.5 10.6 1.0 6.8 9.5 1.0 6.3 8.9 1.2
2 4.8 6.1 2.8 4.0 4.5 2.3 3.9 4.0 2.3 5.1 5.8 3.1
targeted
hholds 3 13.3 16.6 12.2 131 154 124 128 148 12.3 13.0 151 125
4 221 213 24.5 23.4 23.1 255 232 232 25.4 23.0 22.7 25.4
5 52.2 457 58,5 52.0 46.4 575 534 485 59.1 52.4 474 579
1 5.7 -87 0.5 -5.5 -8.7 1.3 -6.0 -88 -0.1 -6.1 -8.7 -0.9
non 2 -11.2 -11.7 -100 -120 -11.7 -11.1 -123 -11.7 -11.7  -116 -11.7 -10.3
targeted 3 -10.9 -145 95 -120 -145 -11.3 -125 -145 -12.0 -124 -145 -11.7
hholds 212 205 -235 -204 -205 -22.3 -202 -205 220 -207 -20.6 -22.8
5 -50.9 -446 -57.0 -50.0 -44.6 -55.3 -49.0 -445 542 -49.2 -445 -543
Table 7

Targeting of alternative scenarios of
implementation of SPS under different
definition of beneficiaries

agric hhs  dir farmrs  prof farmrs

total targeting

mid term review 39.1% 47.5% 35.2%

HC redistribution 46.4% 56.9% 41.4%

HC simplification 48.3% 56.4% 44.3%
indirect targeting

mid term review 1.4% 5.4% 1.5%

HC redistribution 14.9% 19.9% 13.8%

HC simplification 14.0% 18.5% 13.2%
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