
1. Introduction
The need for a reform of

the CAP began to arise at
the end of the seventies
and the beginning of the
eighties. The Gundelach
report, 1980, and the
Thorn report, 1981, can be
considered as the docu-
ments that started the revi-
sion process culminating
in the Mac Sharry reform
(1992). This was an impor-
tant turning point for com-
munity policy strategies.
In fact, for the first time,
the support model based
on the price system is al-
tered, introducing ele-
ments of “separation”
from production volumes
and market orientation in
two of the most relevant
COMs: arable crops and
beef. There was also the
first real attempt to build
into the CAP environmen-
tal protection and rural de-
velopment measures.

This reform was really a
response to international
pressures deriving from the GATT talks rather than a solu-
tion to problems of containing overproduction, to correct-
ing territorial imbalances and to reducing costs to the com-
munity budget.

The reform, in fact, only timidly started on the road to
separation of price maintenance from quantity pro-
duced, since it neither managed to correct the imbal-
ances on a distribution level nor did it manage to con-

tain costs; on the con-
trary, the mechanism of
compensation to farm-
ers not only safeguarded
the more productive ar-
eas, but even institu-
tionalised their position
of advantage (M. De
Benedictis and F. De
Filippis, 1999) and with
the separation and the
introduction of direct
payments the cost to the
budget increased con-
siderably. The European
Council of Berlin
(March 1999) made a
further development
and extension of the
1992 Reform on the ba-
sis of the “Agenda
2000” document pre-
sented by the Commis-
sion in July ’97. In “A-
genda 2000” the Com-
mission outlines an or-
ganic framework for
consideration of the ob-
jectives and instruments
for the future develop-
ment of Union policies,

in terms of the limits imposed by the international and
internal scenario, above all in view of the expansion to
the east. The new objectives in Agenda 2000 are the
need to make European agriculture more competitive
and environmentally compatible and a move from the
concept of safe income in terms of quantity available to
one of guaranteed food quality. On the basis of these
objectives, Agenda 2000 proposes to: 

Develop and extend the separation criteria already adopt-
ed in the Mac Sharry Reform;

Recognise the multifunctional role of agriculture expect-
ed by society both on a productive level and in terms of
protection of the environment and development of the ter-
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sive crops converged on marginal areas with scarce water supplies.

Key words: PAC reform, farm income, Puglia region

Résumé
Le but de ce travail est l’évaluation des effets de la politique agricole com-
mune sur le revenu du secteur primaire en Italie, dans le Midi et surtout dans
la région des Pouilles. Afin d’évaluer les effets de la réforme Mac Sherry, de
l’Agenda 2000 et de la révision à moyen terme, on a considéré la période en-
tre 1993 et 2004. La tendance des revenus a été analysée à la lumière des va-
riations de la valeur ajoutée agricole en argent et en termes réels. Les varia-
tions du revenu réel ont été divisées en trois composantes: productive, moné-
taire et des subventions. Les résultats ont montré qu’à partir de 1996 le reve-
nu agricole s’est réduit dans les Pouilles plus qu’en Italie et que dans le Mi-
di. En outre si en Italie la cause de la réduction était d’origine monétaire, voi-
re l’inflation, dans les Pouilles cet effet négatif était lié à la réduction des sub-
ventions. Les changements du système des subventions a causé de grandes va-
riations dans la distribution productive: dans les Pouilles, l’agriculture inten-
sive s’est concentrée dans les zones irriguées alors que les cultures extensives
dans les régions marginales avec des ressources en eau limitées.

Mots clé: réforme PAC, revenu agricole, région des Pouilles 

42

1 This work was carried out as a research project financed by Ateneo
2004 funds “Evaluation of the impact of the CAP for the improvement
of agricultural structures on the earnings of cereal and olive growing
farms in Puglia” – scientific director Prof. G. De Blasi.

Jel classification: Q180, Q140



ritory and the rural communities; greater equilibrium be-
tween market policies and structural policies and a greater
integration of environmental measures with structural ones
within the common agricultural policy.

The agricultural policy choices made in the final deci-
sions of 1999 were, however, very modest compared to the
Commission’s indications because the instruments with
higher innovative potential were not activated, were weak-
ened or postponed. Already, when ratifying the reform of
Agenda 2000 the European Council of Berlin of March
1999 prescribed the revision of some measures by
2002/2003. This further revision, defined the Mid-term re-
view, was started in July 2002 and finished with the deci-
sions of the Council of Agriculture of June 26th 2003. The
MTR, therefore, takes on the characteristics of a real re-
form of the CAP, and its essential elements can be sum-
marised thus:

Introduction of a single payment to farms not based on
production.

Subsidies tied to respect of environmental standards,
food safety for plants and animals, obligation to keep land
in good agricultural and environmental condition.

Introduction of a modulation mechanism to finance new
policies of rural development.

Increased funding for rural development plans.
This work proposes to evaluate the effects that the Mac

Sharry reform, Agenda 2000 and the first phase of the Mid-
term review may have had on agriculture in Italy, in the
Mezzogiorno1 and above all in Puglia. These analyses
were carried out examining in the various periods income
trends in the primary sector. References to the primary sec-
tor are necessary because official national figures do not
distinguish between agriculture, forestry and fishing. How-
ever, the limited influence of the latter two sectors allows
us to make an approximate evaluation of the agricultural
sector.

In the analysis we tried to show the role of the reforms a-
mong the many factors that have influenced the evolution of
real agricultural income. The comparison between the situ-
ation in Puglia, in the Mezzogiorno and in Italy has shown
the specificity of the effects of the reforms in the region. 

2. Materials and methods
Taking an approach already used in a previous study

(Carbone and Sorrentino 1999), the aggregate income trend
was analysed considering variations in agricultural added
value in money and real terms. In particular, variations in
real income were broken down into three components: pro-
ductive, monetary and subsidies. We then proceeded to ex-
amine partial productivity and changes in the product mix.
In order to see the effects of the CAP in the changes of the
dimensions under study, and in particular of the Mac Shar-
ry reform, Agenda 2000 and the Mid-term review, we con-

sidered the period of time from 1993 to 2004, distinguish-
ing four sub-periods corresponding to the different evolu-
tionary phases of community policy and subsidies. The
first period, from 1993 to 1995 covers the initial phase of
the Mac Sharry reform; from 1996 to 1998 we see the ef-
fects of the Mac Sharry reform and the announced intro-
duction of the revisions in Agenda 2000; the third period,
from 1999 to 2001 coincides with the actuation of Agenda
2000; finally, from 2001 to 2004 we see the effects of the
previous reform and the first results of the Mid-term re-
view.

In order to stabilise the effects of accidental events and
those not related to our analyses and to exclude them from
our analyses, we decided to give values as three year aver-
ages centred on the years 1994, 1997, 2000, 2003. From
these figures we analysed the variations in the three year
periods. These variations are expressed in terms of loga-
rithmic percentages.

To calculate income we referred to the national account-
ing equation:

Va: agricultural added value; Plv: Gross saleable agricul-
tural product; Ci: agricultural intermediate consumption; S:
agricultural subsidies

Equation (1) was broken down into its components

Where : weighting coefficient, determined respec-
tively by the ratio vari-
ation of the natural logarithm “p” and “q”: deflator and val-
ue at constant prices; Pil: Gross Domestic Product. 

The weighting coefficients are important when changing
the values of the components and have a particular signifi-
cance in that they indicate the structure of Va. A higher val-
ue of b will show a high level of technical equipment, and
therefore a more intensive form of agriculture, while a high
value for the g coefficient shows activity where there is a
regime of compensatory payments.

Through an algebraic calculation of equation (2) we reach
the following expression:

This can be broken up into:

Monetary Component: 

represents both the effects of general inflationary phenom-
ena on variations of the purchasing power of agricultural in-
come (expressed as (weighted variation of
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the price index), and the relative agricultural input – output
price variations which can be expressed as cost-price
squeeze, ( ).

Subsidies Component: allows us to see the role 

of direct aid, expressed in real terms, in modifying the pur-
chasing power of agricultural income. Also here, the weight-
ing coefficient ? measures the entity of subsidies with re-
spect to the added value, and is, therefore, strictly connect-
ed to the structural aspects of the crop – mix in the various
territories.

From the analysis of the indices generated we can calculate:

Real agricultural income given by 

The level of agricultural prices calculable using 

The level of intermediate consumer prices (Ci) calculated
using 

The general level of prices given by 

The real value of Subsidies given by 

The cost-price squeeze can be calculated as

Productivity Component: allows us
to attribute part of the variation in agricultural revenue to
variations in the productivity of average consumption, being 

strictly related to logarithmic variations in the ratio       . 

Considering the different weights of the Plv and of the Ci in
the determination of Va, such that the ratio is corrected by
the weighting coefficients a e b which, as we have already
seen, are closely connected to the structure of agricultural
income. Finally, we must consider that the component is a
partial measure of productivity since it excludes all the oth-
er production factors considering only intermediate con-
sumption. 

Starting from the productivity index of intermediate con-

sumption             we carried out a further analysis of varia

tions in the Productivity Component.
This relationship was broken down into two terms: 

Unit productivity of the land.

Intensiveness of intermediate consumption or 

factor intensity.
The dynamic analysis carried out through percentage log-

arithmic variations of the indices allowed us to divide the
increase in the productivity component, attributing a quota

to the substitution of technical means with the land factor
and an increase in the total land productivity.

Where: : variations in land Productivity; :
intensity of use of intermediate consumption

Land productivity is due to the combined effects of in-
creased yields, given by technical progress and by varia-
tions in the product mix in favour of higher productivity
crops.

A further analysis was carried out in order to attribute the
increase in productivity to two causes:

Increased yields in individual sectors or groups
Variation in the production mix in favour of crops and/or

sectors with a higher Plv
To this end, total Plv was split up creating Divisia indices

and expressed as a sum of the two factors:

consequently    

Where: Plvt = gross total national product (T) of agricul-
ture; Plvi =: gross national product of the individual sector
(i), ai =:weight of the sector on.

Land productivity was then expressed as:

On the basis of equation (5) the contribution of each sec-
tor to was calculated in terms of unit yield.

Unit Yield is given by                   , consequently:

and  

From the association of expressions (6) and (7), taking the
sum of the weight of all the sectors as equal to 1, we obtain:

in which we can see:

a yield effect: that expresses the co tribu

tion of the yield variations “i” of the sectors to unit pro-
ductivity.

Structure effect: that indicates the vari

ations in  productive mix with respect to total SAU (Utilised
Agricultural Surface).

Formula (8) expresses the variation of the total agricul-
tural gross national product given by the sum of the total
yield effects of each sector and the total structure effect, the
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performance of the product mix of each individual sector.
For the base matrix we referred to data from ISTAT, IN-

EA and EUROSTAT relative to Gross saleable production,
Added Value, Intermediate consumption and Subsidies. For
the latter we considered only the part issued by AGEA, as
this is given directly to farmers to maintain and encourage
sector productivity.

3. Evolution of agricultural income
Table 1 shows the trend of gross saleable product (Plv), of

added value (Va) and of intermediate consumption (Ci), at
constant 1995 prices, referred to the primary sector.

For the entire period under examination, there was an in-
crease in Va in Italy at ’95 prices, of 3.75%, but the trend
became negative in the last three-year period when Va de-
creased by –5.3%.

Overall increases in added value were found, however, in
the Mezzogiorno: growth is particularly evident in the two
central three-year periods (8% and 5.6%), with a more than
positive overall variation in the period ’94-’03 of + 15.9%.
As can be seen, the growth in added value is linked to var-
ious factors. In Italy the positive variation in Va in the first
two three-year periods, which can be identified as the years
following the Mac Sharry reform, the push given by the re-
duction in intermediate consumption (-3.5%) is evident

given a variation in Plv of 1.6%. In the variation between
the second and third periods we can see how the increase
in Plv, which is greater than in the ’93 – ’95 period, and the
smaller decrease of Ci, allow Va to have the same variation
as in the previous period. In the last period we can see an
inversion of the trend with a great reduction in production:
- 3% and an increase in Ci of 1%, which caused a collapse
of Va of – 5.3%. This effect can be better seen in the trends
of the Mezzogiorno, which had virtually zero growth in the
first two three-year periods (0.3%), but a great contraction
in Ci (- 5%). This situation allowed Va to grow by + 2.3%.
In the following period there was an increase in Va of 8%,

stimulated by the
reduction in Ci and
by an increase in
production of +
5%. The reversal
of the trend found
in all Italy in the
last variation can
also be seen in the
Mezzogiorno, but
with a minimal ef-
fect on added value
which reduced its
growth by three
percentage points
compared to the
previous period. 

The analysis of
added Va in Puglia
showed a reduction
of 14% between the
last two three-year
periods and a total
variation between
’94 and 2003 of –
10%. This trend
can be seen for I-
taly in the period
2000 – 2003, but
with smaller varia-
tions that do not

cause an overall positive change. Positive variations in
added value, however, are always found for the Mezzo-
giorno. 

Puglia fully reflects the trend for Italy; from the analyses
of the first variations we can see how the reduction in Ci
does not compensate the decreasing trends in production, so
much so that Va decreased by 0.56%. In the second period,
the transition between the Mac Sharry reform and Agenda
2000, we can see how an increase in Va corresponds to an
increase in production, even though there is a smaller re-
duction in Ci. In Puglia, as in Italy, the third period, that of
the Mid-term review, confirms the reversed trend already
seen nationally, with an even clearer reduction in income.
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Table 1: Variations Plv, Ci and Va at ’95 prices for Italy, Mezzogiorno, Puglia



We can see, in fact, a decrease in Plv of 9.4% and an increase
in Ci of 6% causing a reduction in added value of – 14%. 

After analysing the Plv, Ci and Va trends we need to un-
derstand what these variations have meant for real agricul-
tural income expressed by the ratio Va/Pilp.(Tab. 1)

From an analysis its clear that the variation in Va in the
period following the Mac Sharry reform (’94 – ’97) in the
three areas under examination is very positive, correspon-
ding, however, to a much lower increase in agricultural in-
come expressed in real terms, above all in Italy and in
Puglia. From the analysis of the following three-year peri-
ods we can see how Va, in Italy and in the Mezzogiorno, s-
lowed in growth without ever contracting. In Puglia, how-
ever, it declined sharply in the last two three-year periods.

While Va remained positive in Italy and in the Mezzo-
giorno, this did not stop a contraction in real terms due to
inflation; in Puglia in particular this has accentuated the
decline in real agricultural income.

It is clear that Italian agricultural income, in the Mezzo-
giorno and in Puglia, has been greatly influenced by price
trends, and in particular in the last nine years, by their con-
sistent increase which has had strongly negative effects on
real agricultural income.

4. Analysis of the components
Analysing the evolution of agricultural income we can

see from tables 2a, 2b and 2c how in all the geographical ar-
eas the price of agricultural products have grown dispro-
portionately to inflation, and how, particularly in the middle
two three-year periods, they have fallen at a time of a sim-
ple decrease in the rate of inflation. These trends have con-
tributed to the general decrease in agricultural income,
which has, however, been partly offset by a slight increase
in intermediate consumption.

In the Mezzogiorno the result of these trends has been
less negative than has been observed on a national level,
at least in the period ’94 – ’97. After, despite inflation and
intermediate consumption prices slowing down, there
was a contraction of the prices of agricultural produce (-
2.51 between 1997 and 2000). This negative trend
stopped between 2000 and 2003 when agricultural prices
seemed to follow inflation. Puglia followed the tendency
of the other southern regions, but in the middle period
(’97 – ’00) agricultural prices fell by more than in the w-
hole Mezzogiorno (-7%) at a time when inflation rose by
+6.4%.
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Table 2a: Logarithmic variations in current Plv, Ci, Va, Agricultural income, Prices and components of Italy income.
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Table 2b: Logarithmic variations in current Plv, Ci, Va, Agricultural income, Prices and components of Mezzogiorno income.

Table 2c: Logarithmic variations in current Plv, Ci, Va, Agricultural income, Prices and components of Puglia income.



4.1 The Productive Component
The productive component has had an important role in

agricultural income change. The variation of the productive
component from 1994 to 2000 (tabs. 2a, 2b and 2c) was
positive in all divisions, while production in real terms fell
considerably from 2000 to 2003.

These trends are due to the variation in the Plv of the ar-
eas under examination. In particular in Puglia, between
1997 and 2000, we see a growing increase in production
contrasted by a growing contraction in intermediate con-
sumption. These trends correspond to the full application of
the Mac Sharry reform, which determined the move to bet-
ter performing productive mixes and favoured a slight con-
tainment of intermediate consumption causing a less in-
tense use of factors through a greater attention to agro-en-
vironmental aspects (set-aside and cereals). In particular, in
the first three-year period we see a fall in production of
1.7% when there was a Ci reduction of -5.2%; in the fol-
lowing three-year period the Plv variation was positive in
line with that of Italy. This type of variation can be seen in
all the areas. In the last three-year period, both in the whole
Mezzogiorno and above all in Puglia there was a contrac-
tion in Gross saleable agricultural product and a growth in
intermediate consumption. Total variations in ’93 – ’04
were positive in all the areas examined, except in Puglia. In
fact, in the 12 years examined, in Italy there was growth of
+1.3% for Italy and +2.5% for the Mezzogiorno, but a total
fall in Puglia of -8.4%.

The total variation in intermediate consumption was neg-
ative in all the areas examined, a sign of the move to less
intensive sequences and the adoption of technology with a
less intensive use of machinery.

From the trend described we can see that the productive
component had a positive effect on the evolution of agri-
cultural income in Italy and in the Mezzogiorno, but ex-
tremely negative in Puglia where it caused a total reduction
of 10% of added value.

Community Policies through the years have brought a
gradual reduction in subsidies and this has caused a fall in
production, bearing in mind, however, that the Plv exam-
ined also includes the subsidy quota. The Community Agri-
cultural Policy applied in the early years of this century
have had a great influence on production in Puglia, dis-
couraging low income crops like cereals and totally sepa-
rating the subsidy.

4.2. The Monetary Component
The monetary component had a limited role in agricul-

tural income variation in the first and last three-year peri-
ods studied, but it was a determining factor for agriculture
in the 1997 – 2000 period. In fact, the variations range
from slightly positive values, as in the Mezzogiorno and
Puglia, +0.45% and +1.5% respectively in the ’94 – ’97 pe-
riod, to extremely negative values (-9.9% and -13.8%) for
the same areas in ’97 – ’00. There was clearly a negative
effect of this component, more evident in Puglia, with re-

spect to the average in Italy and in the Mezzogiorno as a
whole.

Analysing the variations we can state that in the first pe-
riod (1993 – 1997) the monetary component had negative
effects on variations in real income for Italy, mainly due to
an inflationary effect that was not compensated by an input
– output cost-price squeeze. This “squeeze”, however, was
evident (+10.15 Tab.2b) in the Mezzogiorno, where it
caused a total compensation of the negative effect of infla-
tion. In Puglia there were even better results than those for
the Mezzogiorno (+11.28 Tab.2c). This first trend can be
explained, above all in Puglia and in the areas of the Mez-
zogiorno, by the effects of the Community Policy following
the Mac Sharry reform, which encouraged movement to
less intensive farming and a lower rise in Intermediate Con-
sumer prices than that of the agricultural products.

In the following period (1996-2001) we see an inversion
of the trend, following the considerable fall in the price of
agricultural products at the same time as a great increase in
intermediate consumption. This brought about a very nega-
tive effect on the monetary component, despite a falling
rate of inflation. The most negative value of all the areas
examined can be found in Puglia, where agricultural prices
collapsed with respect to other areas, despite the fact that
the increase in Ci prices was similar to that found in all of
Italy. This type of trend cannot be directly attributed to the
effects of the community agricultural policy, but more to I-
taly’s exit from the European Monetary System. With the
exit from the EMS in the early 90’s the Lire was strongly
devalued. This caused the prices of agricultural means of
production, mainly bought from abroad, to rise, and a fall in
the price of agricultural produce due to an increase in ex-
ports. Furthermore this situation gave rise to an increase in
investment abroad, in countries where a stronger currency
would allow the product to be more competitive.

In the last period studied, the situation got much better as
agricultural produce prices started to grow again, both in
Puglia and in the Mezzogiorno, at a much higher rate than
the increase in intermediate consumption. Only in Italy was
there a slightly negative variation due to a higher Ci in-
crease with respect to other areas.

Finally, analysing the difference between the influence
of production and that of intermediate consumption on
the creation of agricultural added value we can see that,
in all the areas examined, there was a fall, in terms of
quantity, of intermediate consumption, with a greater fall
in Puglia. This was due to a rise in the price of technical
means giving them greater importance in the companies’
balance sheets. This brought about an evolution of agri-
culture in Italy and above all in Puglia towards extensive
production.

4.3. The subsidy component
During the period of full application of the Mac Sharry

reform there was a considerable increase in direct funding
for the Mezzogiorno and Puglia with respect to the trend in
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Italy where subsidies tended to be reduced. The communi-
ty gave a great contribution to the agricultural income of
producers in the Mezzogiorno. In the period from ’97 to
2000 this trend of increasing subsidies in the southern re-
gions continued, but the rise was less steep. In Puglia the
trend became negative, bringing a consequent reduction in
agricultural revenue. With Agenda 2000 there was a reduc-
tion in linked funding in favour of separate subsidies tied to
quality and agro-environmentally friendly practices. It is
easy to see how Puglia, with an agriculture mainly based on
heavily subsidised crops, such as cereals and olives, found
it very difficult to adapt to the new rules with respect to oth-
er regions. In the third period there was a further constant
reduction in subsidies as provided for in Agenda 2000 and
the following Mid-term review. Puglia was more affected
by the reduction in subsidies for agricultural income than
the other areas examined, with a fall estimated at   -1.9%
(tab. 3c). The other areas also suffered a negative effect on
income because of these reductions, but for a more precise
analysis we need to look at the role of subsidies in the cre-
ation of added value. To do this we need to look at the
weighting coefficient? (Graph.1) 

We have seen how, despite their progressive reduction,
community subsidies have become over time an important
part of agricultural added value. This phenomenon is more
evident in the situation of agriculture in Puglia where sub-
sidies play a greater part in creating Va and therefore agri-
cultural income.

This analysis of the components of agricultural income
shows how Community Policies have had a marginal role,
not supporting agriculture in the periods when it needed
subsidies and taking on the simple role of helping farms to
survive without providing effective incentives for remuner-
ative innovations and changes.

5. Evolution of agricultural income in the
cereals and olive sectors in Puglia

A further analysis evaluated the effects of the policies
on farmers’ income in terms of variations in productivi-
ty and intermediate consumption. Below are the results
of the analysis carried out on two sectors of agriculture
in Puglia. The sectors of cereals and olives were evalu-
ated on the basis of both the contribution of each to the
Plv of the corresponding sector at a national level (about
10% for cereals and over 37% for olives) and the high
level of subsidy that these sectors have enjoyed in the
past.

5.1. The cereals
In the cereal sector we examined: durum wheat, soft

wheat, maize, barley, oats and rye. These crops are con-
sidered the most representative, both because of the fre-
quency of their cultivation within the regions and for the
impact they have on total Plv in the sector (9.6% of Ital-
ian Plv).
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Graph 1: Variations in weighting coefficient? in Italy, Mezzogiorno and Puglia



As can be seen in Graph 2, in Puglia there is a fall in
yields in the period after the Mac Sharry reform (’94 – ’97):
the fall is much sharper than in the rest of Italy and in the
Mezzogiorno: -15.3%, and a slower growth in surface area,
+2.3%. In the transition period between the Mac Sharry re-
form and Agenda 2000 the fall in yields continues, but s-
lower (-14.3%), and there is a reduc-
tion in the surface area destined for this
sector (-1.1%). On the contrary, in a
comparison between the last two three-
year periods (’99 – ’01, ’02 – ’04) af-
fected by the Mid-term review, we can
see a considerable increase in the sur-
face area dedicated to cereal crops,
+10.4%, unlike in other areas, but no
corresponding increase in yields.
These continue to be negative (-3.3%),
showing a tendency for extensification. 

On the whole, in the first period, the
surface increase and the fall in yields in
the cereals sector can be justified by the
cultivation of more marginal soils as
well as those traditionally cultivated,
because of the chance to receive subsi-
dies.

In the second period, the obligatory
set-aside and the introduction of re-
gionalised yields caused a reduction in
the surface areas cultivated. In Puglia,
which has a larger SMN and a supple-

mentary bonus for the tradition-
al areas, this fall was much less
than in the other areas exam-
ined. The introduction of re-
gionalisation and different fund-
ing for cereals as opposed to
oilseeds and proteins caused a
migration of the latter to more
productive areas, causing an in-
crease in SAU and in yields. 

In the last period there was a
general increase in the surface
area dedicated to cereals, partic-
ularly in Puglia. This increase
was probably caused by the con-
version of the SAU dedicated to
oilseeds and proteins, industrial
crops and market gardening into
areas for growing cereals. This
conversion was due to the re-
duction of subsidies for these
products and the introduction of
aid directed at surface areas and
quality bonuses. The increase in
surface area caused increases in
yields, probably due to the con-

centration of crops in the more productive areas and to a-
bandonment and set-aside (+10% of the surface area). 

5.2. Olive
In Puglia olive cultivation is even more important than in

the Mezzogiorno and in the rest of Italy (Graph 3).
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Graph 2: Three-year variations in yields and of SAU of cereals in PUGLIA centred on the year of reference.

Graph 3: Three-year variations in yields and of SAU of olives in PUGLIA centred on the year
of reference



In the period following the Mac Sharry reform there were
positive variations in yield, with trends similar to those seen
for Italy and for the Mezzogiorno: +7.5%. The surface area
destined for olive cultivation, however, unlike the trends for
Italy and the Mezzogiorno, fell by -2.3%. in the transition
period between the Mac Sharry “bridging reform” and A-
genda 2000 there was a drastic reduction in production,
causing a negative variation in yield, both in simple terms
and in relation to the whole agricultural sector in Puglia: re-
spectively -28.4% and -5.4%. The surface areas under cul-
tivation, however, were the same as in the previous period.
In the whole period we can see the effect of the application
of law 2092/91, regarding the field of biology. It seems
clear, from an analysis of statistics supplied by INEA, that
Italy, and above all Puglia, converted rapidly from tradi-
tional to organic farming methods. Puglia is the prime pro-
ducer of organic olives with 50% of the total for Italy, and
in the last three-year period 30% of farms converted. This
conversion from traditional to organic olive farming led to
a consequent fall in yields which could partly justify the
trends we have seen. 

In the third period, affected by the Mid-term review, pro-
duction grew again, with a positive influence on weighted
yields for the entire agricultural sector (+3.7%) and a rea-
sonable growth of simple yields: +24.6%. The increase in
production also had a positive influence on surface areas
which grew with a positive SAU variation of +7.3%. As we
have already seen, the increase in yields is probably due to
the subsidised planting of new areas for olive production,
which was also encouraged by a larger bonus for small pro-
ducers.

From a global analysis of the trends for yields and surface
areas of olive cultivation we can see that in the first period
examined there was an increase in yields because of linked
subsidy, such as aid for consumption and for production.
The latter were also given to small producers under the
form of a higher subsidy. Puglia, being characterised by a
large number of small farms, benefited from this. Surfaces
under cultivation generally increased, except in Puglia,
where they fell slightly. In 1998 the Oil COM was reformed
through Regg. 1638-1639/98, causing the disappearance of
aid for consumption and a great reduction in aid for pro-
duction. This notable reduction in aid led, in the second pe-
riod, to a corresponding fall in yields in all the areas exam-
ined, encouraging the extensification of growing tech-
niques. 

The years between 1998 and 2004 saw the introduction of
two other Regulations (1513/01; 1019/02) which brought
substantial innovations to the pre-existing rules: aid for new
plantations, for the conversion of old plantations, bonuses
for quality and the constitution of a Geographic Informa-
tion System. These innovations led to a growth in surface
areas in all the territories examined, while in Puglia, a tra-
ditional olive growing area they brought about an increase
in yields. From this we can see how, in the last period, the
European Community opted for a policy of improving qual-

ity rather than quantity in order to combat the competition
from the entry of new producing countries into the EU.

6. Conclusions
Analysing the individual components of agricultural in-

come we can state that in Italy the main cause of falling in-
come has a monetary origin, above all inflation, and to a
lesser extent the reduction of subsidies. We can see how, in
the three-year period ’97 – ’00 the tightening of the input-
output cost-price squeeze had an important influence on
falling income. In the ’00 – ’03 period, however, we can see
how the main cause of the contraction of real income is the
fall in production.

For the Mezzogiorno we can state that agricultural in-
come grew in the first period (+2.64%), above all thanks to
the push of production, and despite a negative inflation ef-
fect of around 10% - compensated, however, by a cost-price
squeeze of about the same amount. In the ’97 -2000 period
there was still an increase in production, but not enough to
compensate for the cost-price squeeze (-8.06%) which, to-
gether with inflation (-5.2%) caused negative growth in the
monetary component. In the last period examined there was
a further cost-price squeeze encouraging growth in the
monetary component. In the same period production fell
with the reduction in subsidies.

The indices for Puglia show similar, but more accentuat-
ed trends compared to Italy and the Mezzogiorno. On the
whole, from 1996 agricultural income in Puglia declined
more than in Italy and in the Mezzogiorno. In the first peri-
od we see a near stagnation in production and a level of in-
flation equal to that on a national level, compared to a cost-
price squeeze of 11.3% and an increase in subsidies of
2.5%. in the following period there is a considerable effect
of the monetary component on the reduction in agricultural
income with respect to the other areas (-13.8%), greatly in-
fluenced by the cost-price squeeze (-11%). To this negative
effect we must add the fact that subsidies did not grow. In
the last two three-year periods we see a considerable fall in
production (-12.6%), which is not compensated by a trend
inversion of the monetary component of income which re-
turns to growth, pushed above all by the fall in the cost-
price squeeze. 

It is clear how community policies in the last 9 years have
caused a reduction in the incidence of subsidies on income.

The subsidy systems of the COMs have certainly caused
great variations in crop distribution throughout the region. In
particular, Community Policies applied through the various
COMs have encouraged the growth of SAU laid down for ce-
reals. In Puglia, where the main product is durum wheat, this
has partly replaced the oilseeds and protein crops, industrial
crops such as sugar beet and tobacco, forage and probably al-
so areas previously used for market gardening. 

Market gardening has been “concentrated” in the more
suitable areas where there has been an increase in yields
due to an intensification of the growing techniques (fertilis-
er, intense rotation, protective measures etc.).
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The system of incentives through bonuses for transfor-
mation and above all for the producers, the aid for replant-
ing in the fruit and vegetable COM has seen an expansion
in the surface area and improved yields for the main stone
fruit trees (Clementine, cherry, peach) since 2001. 

Olive cultivation seems to have seized the opportunities
offered by Community Policies, above all since 2000, with
a progressive increase in yields and a reduction of the SAU.
This increase can be put down to the creation of the SIG
(Geographic Information System), which has allowed a de-
tailed control of national olive cultivation. The increased
yield is probably due to new, more productive plantations
and to the adoption of innovative technology encouraged
by the policies.

The wine sector, thanks to incentives to plant new vari-
eties given by Community Policies and to the fruiting of
new, more modern plantations, has improved its perform-
ance through an increase in the quality of the product, con-
firming Puglia’s vocation for wine production, to the point
where, unfortunately, national and international producers
are moving in with greater potential for massive investment
and greater power in the market.

The table grape sector, unlike the other fruits, has been
more subject to price fluctuations and marketing problems,
and in the last period yields fell.

On the whole, recent policies seem to have favoured the
concentration of crops for which Puglia has a traditional
vocation (olive, market gardening, fruit) in the irrigated ar-
eas where intensive growing techniques are used, and the
productivity and further distribution of cereals, in particular
durum wheat, in the marginal areas with scarce water sup-
plies. The wine sector also seems to have taken up the op-
portunities offered by the new CAP.

Despite all this, in terms of agricultural income, farming
in Puglia has had decidedly worse results than in the other
areas examined. This can at least be partly explained by
“end of the line” problems in agricultural production. The
inability of the farmers to approach either the market or the
processing industry because of inadequate prices and low a-
gricultural wages. The reasons for this low bargaining pow-
er can be found in the structural aspects of farms in Puglia
(size, fragmentation, high average age of the farmers, etc.)
and the insufficiency and often inefficiency of the associa-
tions in the territory.

The scene described appears even more worrying with the
prospect of the new Fischler reform coming into force. 

The single farm bonus will be more or less independent
from the choice of crops by the farmer, and from the type,
quantity and quality of production, and income will be left
exclusively to the ability to operate on the market.
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