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Section 1
The Common Market Organization and the MTR

Within the E.U., the Mediterranean countries in particular, the hard wheat supply chain has been deeply influenced by the arrangements of the Common Market Organisation (CMO) in cereals as well as by the specific previsions for the hard wheat. Besides, the CMO in cereals, together with the one of milk and beef meat, represents the most important intervention carried out within the Common Agricultural Policy (CAP). The CMO in cereals has been modified in different steps, the most important of which the Mc Sharry Reform (1992) and the Fischler Reform (2003).

1.1 Mc Sharry Reform (1992)

The reform of the CMO in cereals of 1992, consisting of the two EEC Regulations of 1965 and 1966, aimed at reducing the cereals production surpluses, seen as the consequence of the previous arrangement based on protectionism and guaranteed minimum price.

The guiding lines of the Mc Sharry Reform were the reduction of the guaranteed minimum prices and the introduction of direct aids per hectares, based on the average yield of homogeneous areas, in order to compensate the reduction in producers’ income due to the decreasing  “official” price of cereals.

Furthermore the hard wheat producers could benefit from an additional aid, which was established only for the “traditional regions” and for those producers entitled of the additional production aid in the four-year period 1988-1991. A hard wheat producer of a traditional region could chose the hard wheat area eligible for the additional aid (EEC Reg.1765/92), among one of the four years considered.

During the 1990’s the E.U. Regulation of 1992 has been amended several times in order to align with the world trade evolution. Within the hard wheat supply chain in particular the individual rights system for the producers of traditional areas has been cut out (EC Reg. 2309/97), and replaced by the introduction of a maximum guaranteed area (MGA) at EU level. The MGA was divided into national quotas between members. The total European eligible hard wheat area was 3.313 millions hectares, whereas the Italian MGA corresponded to 1.646 millions of hectares. Besides, in order to comply with the principle of the “neutral budget” the unitary amount for the traditional areas has been reduced from 358,6 Ecu/ha to 344 Ecu/ha. Furthermore 4.000 hectares (on a total of 73.000 in Europe) of Italian non traditional areas were eligible for a reduced hard wheat aid equal to 138,9 Ecu/ha. 
In addition, according to the EC Reg. 2309/97 the hard wheat producers were obliged to use certified seeds as well as to conform the production to the farmed land.

Table 1 shows how the Italian MGA was distributed between the Italian regions. In case the total hard wheat national area exceeded the ceiling, the total aid amount per hectare (344,5 ECU/ha) would be proportionally reduced.

The EC Reg. 1784/2003 of the 29th of September 2003 concerning the CMO in cereals has repealed the EEC Reg.1966/1992.

Table 1 – Traditional hard wheat Italian areas, defined on the basis of the campaign 1996/1997

	Region
	Hectares 
	
	Region
	Hectares

	Abruzzo
	38.797
	
	Molise
	74.647

	Basilicata
	215.772
	
	Umbria
	9.341

	Calabria
	58.668
	
	Puglia
	396.739

	Campania
	72.728
	
	Sardegna
	79.768

	Lazio
	80.616
	
	Sicilia
	374.802

	Marche
	125.172
	
	Toscana
	118.950

	
	
	
	Total
	1.646.000


Note: The total area of the non traditional regions is 4000 hectares and comprehends the regions which do not appear in the previous table.

1.2 The Fischler Reform (MTR) of 2003

1.2.1 EC Reg. 1782/2003

The  EC Reg. 1782/2003 radically changed the previous European intervention system, by introducing the “single payment scheme” in order to apply the principle of “total decoupling”. However, a rather high degree of freedom was left to the single Member States with respect to the implementation of the reform.

Furthermore according to the EC Reg. 1782/2003 an additional premium can be addressed to quality or environmental friendly productions as well as to good agricultural practices (cross-compliance).

The most relevant elements of the Fischler Reform can be resumed as the following:

· Total decoupling, which could have been softened by implementing some options at national level: a) regionalisation based on homogeneous areas, b) partial decoupling
· Art.69: the single Member States have the option to keep the 10% of the national amount for the direct aids in order to fund an additional aid arrangement (which can be linked to production) addressed to foster those agricultural practices which show a positive impact on the environment or enhancing the products’ quality.
· Cross-compliance: the European aids are subordinated to the fulfilment of a set of rules, concerning the environment, the products’ quality, animal welfare and food agriculture practices.
· Modulation: the 5% of direct payments can be used in order to foster the implementation of rural development policies. The total revenue has to be distributed between the different Member States aiming at privileging the more rural regions.
1.2.2 The EC Reg. 1782/2003 and the durum wheat

With specific respect to the hard wheat the horizontal regulation contains a set of options and rules, which bring to three different options (Donati and Zuppiroli, 2003):

· a “coupled” quality premium to hard wheat production of 40 euro/ha for the traditional regions and the inclusion within the single payment scheme of the 100% of the payments per hectares (according to the Reg. EC 1251/99) for the COP (cereals, oilseed and protein) productions and of the 82% of the pre-existing additional aid for the hard wheat (285 euro/ha);
· rise of the payment linked to production adding the 25% of the payment per hectare (according to the Reg.1251/99 for the COP crops) to the quality premium of 40 euro/ha;
· additional rise of the aid linked to production adding the 40% of the additional aid for the durum wheat (285 euro/ha) to the quality premium of 40 euro/ha.
The above mentioned amounts are liable to a modulation charging of the 5% at full stretch, except for the exemption of the first 5.000 euro of total aid.

Each Member State can select the option which better fits to the characteristics of its territories.

1.2.3 Italian choices for the durum wheat sector

a) Total decoupling

With respect to the implementation of the Fischler Reform, Italy opted for the total decoupling (D.M. 5th of August 2004) to be applied form the 1st of January 2005 onwards.

Despite at the beginning the Ministry of Agriculture was in favour of the hypothesis of partial decoupling keeping the 40% of the additional payment for the hard wheat linked to production, the final choice has been the total decoupling based on the previous payments.

Italy renounced either to the option of the payment regionalisation.

b) Durum wheat quality premium

The traditional regions still benefit from the allocation linked to production of 40 euro/ha for the hard wheat (EC Reg.1782/2003, art.72), according to the use of certified seeds of those varieties which are recognised as having higher quality attributes. The article 72 has been implemented by means of the EC Reg. 2237/2003 containing the modalities for the implementation of the EC Reg. 1782/2003, for what concerns the support scheme (title IV and IV bis) and the use of land set aside for the production of raw materials for the manufacture, and the following Ministry Decrees.

The EC Reg. 1973/2004 defines a set of four quality parameters, with the respective weighting percentages, for the hard wheat varieties eligible for the quality premium: content in proteins (40%), content in gluten (30%), yellow index (20%), specific weight (10%). Furthermore the varieties list has to be revised every two years.

The Ministry Decree (Mipaf) 15th of March 2005 contains the Italian enforcement of the EC Regs. 1782/2003 and 1973/2004, concerning the common measures for the support scheme and the use of land set aside. More specifically the D.M. sets the minimum quantity of hard wheat certified seeds, which is 180 kg/ha (art.7), as well as the list of varieties which are eligible for the quality premium.

Hard wheat varieties which are eligible for the quality premium in Italy

	Adamello
	Barcarol
	Catervo
	Duilio
	Gardena
	Karalis
	Nerone
	PR22D66
	Solex
	Vendetta

	Amedeo
	Boabdil
	Chiara
	Dupri
	Gargano
	Kronos
	Norba
	PR22D78
	Sorrento
	Vento

	Amilcar
	Bolo
	Ciccio
	Durango
	Ghibli
	Latino
	Normanno
	Preco
	Sorriso
	Verdi

	Anco Marzio
	Bonzo
	Cirillo
	Durbel
	Gianni
	Latinur
	Ofanto
	Prometeo
	Svevo
	Vertola

	Appio
	Borello
	Claudio
	Durfort
	Giemme
	Lesina
	Orfeo
	Provenzal
	Tiziana
	Vesuvio

	Appulo
	Bradano
	Colorado
	Dylan
	Giotto
	Levante
	Orobel
	Quadrato
	Torrebianca
	Vetrodur

	Arcangelo
	Brindur
	Colosseo
	Elios
	Giove
	Libeccio
	Parsifal
	Radioso
	Tresor
	Vettore

	Arcobaleno
	Bronte
	Concadoro
	Ercole
	Giusto
	Maestrale
	Pedrisco
	Ringo
	Trionfo
	Vinci

	Arcuero
	Burgos
	Creso
	Ermocolle
	Grazia
	Marco
	Perseo
	Rusticano
	Tripudio
	Virgilio

	Artimon
	Campodoro
	Crispiero
	Fabio
	Grecale
	Matt
	Pietrafitta
	San Carlo
	Turchese
	Vitrico

	Asdrubal
	Cannizzo
	Daunia
	Fauno
	Guizeh
	Meridiano
	Platani
	Sant’Agata
	Ulisse
	Vitromax

	Avispa
	Canyon
	Debano
	Fiore
	Icaro
	Messapia
	Plinio
	Saragolla
	Valbelice
	Vitron

	Baio
	Cappelli
	Derrick
	Flaminio
	Ionio
	Mongibello
	Portobello
	Semolon
	Valerio
	 

	Baliduro
	Carioca
	Dorato
	Flavio
	Iride
	Nefer
	Portorico
	Sfinge
	Valsalso
	 

	Balsamo
	Casanova
	Duetto
	Fortore
	Italo
	Neodur
	PR22D40
	Simeto
	Varano
	 


In practice 58 new varieties have been added to the list of 90 varieties of the previous DM 24th of September 2004 (see implementation of the art.69).

The specific quality premium is allocated according to maximum national area of 1.646.000 ha and distributed among the Regions (see table 1).

c) Implementation  of the art.69

With respect to the enforcement of the art.69 the DM 5th of August 2004 sets establishes that the 8% of the cereals sector fund is to be addressed to an additional entitlements per hectares to those producers who use certified seeds of certain varieties or cultivation, storage and other production practices more market-oriented.

Another DM concerning the implementation of the articles 8 and 9 of the DM 5th of August 2004 establishes that in the cereals sector the 8% of the art.8 is to be deducted in order to allocate the additional entitlement per hectare to the hard wheat, soft wheat and maize producers as well as to those producers who use at least two-year rotations.

With specific respect to the hard wheat the condition for the additional payment is the use of certified and OGM-free seeds (listed at the annex I) and with a minimum content in proteins (12,5%).

The maximum additional entitlement is 180 €/ha.

Hard wheat varieties which are eligible for the additional premium of the ex art.69 Reg. EC 1782/2003 (enclosure A of the DM n.2026 24th of September 2004)

.

ADAMELLO 

KARALIS

AMILCAR KRONOS

ANCO MARZIO LATINO

APPIO LESINA

APPULO LEVANTE

ARCANGELO LIBECCIO

ARCOBALENO MARCO

ARTIMON MATT

ASDRUBAL MERIDIANO

AVISPA MONGIBELLO

BAIO NEFER

BARCAROL NEODUR

BALIDURO NERONE

BOLO NORBA

BORELLO NORMANNO

BRADANO OFANTO

BRINDUR OROBEL

BRONTE PERSEO

BURGOS PIETRAFITTA

CANNIZZO PLATANI

CANYON PLINIO

CAPPELLI PORTOBELLO

CASANOVA PORTORICO

CICCIO PR22D40

CIRILLO PR22D66

CLAUDIO PR22D78

COLORADO PRECO

COLOSSEO PROMETEO

CONCADORO PROVENZAL

CRESO QUADRATO

CRISPIERO RADIOSO

DAUNIA RINGO

DERRICK RUSTICANO

DUETTO SAN CARLO

DUILIO SEMOLON

DUPRI SIMETO

DURANGO SOLEX

DURBEL SORRENTO

DYLAN SORRISO

FABIO SVEVO

FIORE TIZIANA

FLAMINIO TORREBIANCA

FLAVIO TRESOR

FORTORE ULISSE

GARDENA VALBELICE

GARGANO VALSALSO

GHIBLI VARANO

GIANNI VENDETTA

GIEMME VENTO

GIOTTO VERDI

GIOVE VESUVIO

GRAZIA VETRODUR

GRECALE VETTORE

ICARO VINCI

IONIO VIRGILIO

IRIDE VITRICO

ITALO VITROMAX

 VITRON

1.2.4 The new CMO in cereals 

The new regulation of 2003 (EC Reg. 1784/2003) introduces new measures as well as principles which are dear to the tradition of CAP. In particular it brings out that “market measures of a common import-export system as well as of a intervention system are needed in order to obtain a certain stability of the markets and to ensure equal living standards for producers”. 
In the first place measures for the internal and external market need to be implemented.

On the internal EU market the intervention price (compulsory purchasing price for the agencies in charge to buy the products from producers)  is 101.31 euro/ton susceptible to monthly variations from a minimum of 0,46 € in November up to a maximum of 3,22 € in May. On the other hand the foreign market regulation is based on a system of import customs duties and refunds (to the European exporter in order to cover the difference between the European and international export prices), which applies to the processed cereals products in order to gain access to the international market.

Furthermore an increase of the 55% of the import prices applies to the wheat sector. However, that duty may not exceed the rate of duty in the Common Customs Tariff.
The export refunds are generally set through tenders and they are homogeneous within the EU. Besides, additional refunds can be granted to send food aid outside the EU both for raw and processed products, according to precise modalities. Finally the refunds can differentiate according to the international market situation or where specific market conditions require it.

Section 2

The MTR seen by the different stakeholders of the hard  wheat supply chain

2.1 Stakeholders’ network
With respect to the supply chain structure the following groups of stakeholders, corresponding to different levels of the durum wheat supply chain, can be identified:

1. The upstream phase of the supply chain, in particular the seed industry, the machinery contrstructors and mechanisation service firms.
2. The cultivation phase, where the analysis should considers the durum wheat producers as well as the producers’ associations and the professional associations.

3. The storage and first trading phase, which can be organised in cooperatives and firms’ associations.
4. The processing phase, meaning the milling industry as well as the pasta and bread industry.
5. Other stakeholders corresponding to the institutional public level, such as the National Ministry of Agriculture and the Regional Agriculture Department.

More in detail the following associations play a role within the durum wheat supply chain:

	LEVEL OF THE CHAIN
	ASSOCIATIONS

	UPSTREAM PHASE


	AIS Italian seed producers association

ASSINDUSTRIA SEZIONE SEMENTIERI Industrialists’ association
ASSOSEME Italian association of varieties producers

UNACMA national union of the agricultural machinery traders

UNACOMA national union of the agricultural machinery constructors

UNIMA national union of agricultural machinery farms

	CULTIVATION PHASE


	Grain Farmers’ association

AIS Italian seed producers association

ASSOCIAZIONE CEREALICOLTORI TOSCANI Tuscan grain producers association

UIAPROF Italian union of the wheat producers' associations

Farmers’ organisation

CIA the professional organisation representing farm labourers and small farms
COLDIRETTI  Italian farmers’ confederation, representing the small family farms
CONFAGRICOLTURA the professional organisation linked to the big entrepreneurial farms 
Interprofessional bodies

ASSINCER Inter-professional wheat association


	STORAGE AND FIRST

TRADING PHASE
	Co-operatives

AGCI Italian cooperatives general association

ANCA-LEGACOOP Agro-food cooperatives national association
CONFCOOPERATIVE-FEDAGRI Italian federation of agro-food and agro cooperatives 

UNCI Italian cooperatives national union

ASSOCIAZIONE NAZIONALE CEREALISTI, representing grain trading firms

	PROCESSING PHASE


	ITALMOPA Italian millers and pasta-producers association
UNIPI pasta-producers Italian union

FLAI Italian agro-industry workers’ federation



2.2 Stakeholders’ positions towards the implementation of the MTR
2.2.1 Methodology

The methodology used is based on the following information sources:

1. Agriculture magazines

· Agrisole – Il Sole 24 ore

· Informatore agrario

2. Web sites

· www.ais.it
· www.unipi.it
· www.unioneseminativi.it
· www.assincer.it
· www.unima.it
· www.flai.it
· www.unacma.it
2.2.2 Positions within the chain

Generally speaking, basically the groups in favour of the total decoupling is represented by the producers’ associations and the professional organisations, who consider the total decoupling as a way to achieve higher quality levels and more profitable prices for the hard wheat, also due to the reduction of the durum wheat productions from non professional producers. The national milling and pasta industry expressed against the total decoupling, fearing a strong fall in the national availability of durum wheat and the consequent need to increase high-cost imports. 

More in details, the different positions can be grouped according to the different levels of the supply chain.

1. National associations

a) Upstream phase 

AIS, ASSOSEME, ASSINDUSTRIA SEZ. SEMENTIERI

· The seed producers are mainly concerned about the expected decrease in the quantity of seeding. As a matter of fact they foresee an average decrease of the 30% with negative effects also on the processing industry.
· The seed industries have suffered the decision of the total decoupling, without the possibility of finding alternative solutions more suitable to a better integration between the level of producers an the level of processors.
· They are concerned about the risk that a large quantity of seeds could not be sold as they have planned the varieties of the next crop year on the basis of the autumn 2003.
· They are critical towards the enforcement of the art. 69 to a set of varieties, which are not anymore demanded by the market.
· They foresee a possible orientation of farmers of traditional durum wheat areas towards more productive or easier crops, such as barley, soft wheat or protein crops, or towards those crops which are less demanding in term of investments. As a consequence the main danger for the hard wheat crops is to be marginalised.
UNIMA

· They are afraid of the negative effect of the total decoupling in reducing both the hard wheat areas and the use of mechanical operations, which would mean a reduction in work, profit and investments.

b) Cultivation phase

CIA

· They are in favour of the total decoupling as it implies a reduction in bureaucratic practices, which have been always seen as an obstacle by the large majority of the farmers, and enables producers to be more independent in their choice that should be based on the market demand.

COLDIRETTI

· The total decoupling holds the potential to bring to higher prices paid to producers thanks to the lower availability of the product.
· They foresee a reduction in the hard wheat national areas to which a higher quality of the product will correspond.
CONFAGRICOLTURA

· The decrease in the hard wheat area has to be seen as a factor in favour of the concentration of the production in the most suitable areas, holding the potentials to meet the market demand.
· The total decoupling fosters a more market-oriented producers’ choice and the use of the entire E.U. funding.
c) Storage and first trading phase

ANCA, AGCI, FEDAGRI, UNCI

· They proposed to choose for a gradual implementation of decoupling to the hard wheat sector, starting from the partial decoupling.

· They are afraid their activity is going to decrease.

· They are in favour of the 8% destined to the art.69 although they would prefer the 10% for that measure.

c) Processing phase

ITALMOPA,UNIPI

· They hold one of the most polemical positions towards the Ministry of Agriculture as they have been excluded from the debate on the implementation of the MTR as well as from the choice of the list of varieties for the enforcement of the art.69.
· The were  strongly against the immediate implementation of the total decoupling seen as fostering the phenomenon of abandonment of many hard wheat traditional areas, which would worsen even further the already existing shortness in national raw material. Furthermore they are concerned about the MTR long-term effects, as the average age of the hard wheat farmers is rather high so that they could be fostered to adopt extensive cultivation practices or to completely abandon the crop.
· Besides they are concerned about a decrease in quality, especially for those aspects related to the content in proteins, which foster the processing industry to buy extra-Eu  raw material.
· They criticise producers as they did not make a stand on setting the list of varieties, based on the processing industry’s demand. As a matter of fact they firmly specify that the price paid to producers is based on the hard wheat quality and not on the available quantity. In this way they deny a possible effect of price increase due to the reduction in the hard wheat national area.
· The choice of the total decoupling does not improve the condition of neither the large majority of hard wheat producers nor the producers’ cooperatives. As a matter of fact the big producers and the marginal producers would be the only beneficiaries, being the first favoured by a reduction in the offer of hard wheat and the second not interested in producing as they would obtain the E.U. funds anyway.
2. Regional associations (Tuscany)

ASSOCIAZIONE CEREALICOLTORI TOSCANI

· Basically they are in favour of the total decoupling for three reasons: in the first place the MTR plays a crucial role in fostering the concentration of the hard wheat surfaces in the most suitable areas as well as the development of the most productive and more market-oriented farms. In the second place the hard wheat monoculture, which gives a low quality product, is going to disappear favouring the implementation of good environmental practices. Finally the total decoupling holds the potential to foster the improvements of the hard wheat quality.

· They are critical towards the enforcement of the art. 69 both to certified seeds and cultivation practices. They propose the link between the quality bonus and specific production codes.

· They hold a critical position towards the processing industry for what concerns the choice of hard wheat form extra-EU countries. Indeed they claim that, in spite of the lower content in proteins, the Italian hard wheat has quality standards fitting to a high quality pasta production. Therefore an agreement is needed between producers and processors aiming at obtaining higher prices for the raw material.

To conclude the following table is a summary of the main stakeholders’ opinions with respect of different options for the MTR. 

The following set of “descriptors” has been used in order to give an idea of the nature of the different positions and critics:

1. quantity or production level

2. quality

3. bureaucracy

4. employment

5. environmental impact

6. coordination within the chain

7. effects on import-export

	PHASE OF THE CHAIN
	STAKEHOLDER
	GENERAL POSITION
	DESCRIPTOR
	PARTIAL

DECOUPLING
	IMMEDIATE  IMPLEMENTATION

OF TOTAL DECOUPLING
	ART. 69



	Upstream phase
	AIS

ASSOINDUSTRIA

sez. SEMENTIERI


	there is the risk of severe yields reduction
	quantity
	in favour
	against
	against the current application

	
	
	high seeds quantities might be not sold by the seed industries
	quantity
	
	
	

	
	
	the art.69 has been applied to varieties which are not demanded

by the market
	quality
	
	
	

	
	UNIMA


	the total decoupling will lead to the abandonment of the hard wheat

or to the minimum tillage meaning a decrease in work for the  

mechanisation service farms
	employment
	in favour
	against
	

	Cultivation

phase
	ASSOCIAZIONE

CEREALICOLTORI

TOSCANI


	the total decoupling encourages the displacement of the hard wheat to the most suitable areas
	quality
	against
	in favour
	against the current

application

	
	
	the total decoupling represents the end for the hard wheat

one-crop system
	environmental impact
	
	
	

	
	
	the total decoupling holds the potentials to improve the quality 

of the final product
	quality
	
	
	

	
	
	the choice of the varieties of the art.69 does not improve the 

quality of the product
	quality
	
	
	

	
	CIA


	the total decoupling fosters the bureaucratic simplification
	bureaucracy
	against
	in favour
	

	
	
	the total decoupling enables the farms to be more market-oriented
	-quality

-effects on import-export

-coordination within the chain
	
	
	

	
	COLDIRETTI


	they emphasise a possible effect of higher prices to producers
	-coordination within the chain
	against
	in favour
	

	
	
	the hard wheat quality is going to be higher 
	Quality
	
	
	

	
	CONFAGRICOLTURA


	the hard wheat is going to be more and more located in the 

most suitable areas
	Quality
	against
	in favour
	

	
	
	the total decoupling encourages a more market-oriented 

producers’ choice
	-quality

-effects on       import-export

-coordination within the chain
	
	
	

	Storage and first trading phase


	ANCA

AGCI

FEDAGRI

UNCI

	there is the risk of severe reduction of their own activity


	employment
	In favour
	against
	

	Processing ase
	ITALMOPA

UNIPI


	they have not been taken into account especially in the choice

of the varieties of art.69
	quality
	in favour
	against
	against the current application

	
	
	there is the risk of abandonment of the hard wheat production 

with the consequent increasing lack in raw material
	quantity
	
	
	

	
	
	there is the risk of displacement of the hard wheat from the 

Southern regions to the Northern regions, corresponding in a 

lower quality
	quality
	
	
	


Section 3

Structure and functioning before the MTR

The paper gives a short description of each sector of the supply chain according to the available data on their structure, production and the evolution along time.

Secondly an analysis of the functioning of the supply chain is tried considering the following relevant points: product exchanges between different phases and import-export, marketing channels, coordination mechanisms between firms and quality issues.

3.1 The general structure of the supply chain
With respect to the hard wheat flour and pasta production Italy holds a leading position within the international context 

As a matter of fact the hard wheat supply chain plays a crucial role with the Italian agro-food system being the input for consistent imports of raw materials and exports of the final products, which, as a whole, produced a positive annual balance exceeding 710 millions euro in 2004. 

Italy, hard wheat trade balance 1995-2004 (euro)

	
YEARS
	HARD

 WHEAT
	HARD

WHEAT

FLOUR 
	EGG PASTA

80 % (estimate)
	HARD WHEAT

PASTA
	OTHER

TYPES

OF PASTA

70% (estimate)
	BRAN           30%

(estimate)
	BALANCE



	1995
	-203.982.768
	35.245.421
	66.764.055
	566.104.469
	37.865.205
	-3.872.365
	498.124.017

	1996
	-245.059.859
	9.088.761
	67.453.110
	646.873.702
	43.638.705
	-3.285.542
	518.708.877

	1997
	-303.708.686
	9.697.501
	71.037.758
	698.338.562
	36.496.389
	-2.346.650
	509.514.874

	1998
	-272.183.727
	15.180.607
	78.009.632
	706.007.714
	35.401.045
	-952.475
	561.462.796

	1999
	-158.552.175
	13.282.973
	84.564.842
	691.582.630
	28.431.343
	-757.603
	658.552.010

	2000
	-235.420.452
	6.577.452
	88.674.492
	739.875.127
	29.479.738
	-1.707.858
	627.478.499

	2001
	-379.521.070
	15.728.713
	90.822.370
	808.573.403
	29.625.822
	-1.357.068
	563.872.170

	2002
	-269.419.143
	22.317.536
	91.917.738
	824.967.033
	33.436.422
	-2.071.876
	701.147.710

	2003
	-299.481.506
	17.033.054
	82.309.630
	770.667.120
	34.861.640
	-1.659.801
	603.730.137

	2004
	-225.992.777
	17.148.105
	81.504.574
	806.991.749
	34.006.061
	-2.689.871
	710.967.841


Source: Italmopa processing of Istat data

The Italian hard wheat production is historically located in the Southern regions, especially Puglia and Sicily. In the past the location of the milling industry has been influenced by the geographical distribution of the raw material. In the last years however the technological progress in the logistic and storage sectors together with the increasing possibilities of gaining access to the international markets and the diversification of the quality standards demanded by the second processing industries enabled the setting up of some important hard wheat mills even in the Centre and Northern regions, as in the case of Tuscany. 

The hard wheat supply chain is characterised by a high degree of complexity due to the several contact points with the soft wheat supply chain in the upstream phases (farm inputs supply, farming, stocking and trading). On the contrary, the two supply chains tend to split up in the downstream phases, as the first processing step (milling process) takes place in different and highly specialised industries. Furthermore the final destinations of the processed products differ form each other, as the hard wheat is destined to produce pasta whereas the soft wheat is destined to produce bread and other bakery products.

Tuscany holds a rather marginal position within the national hard wheat sector, although the cultivation of the hard wheat is rather widespread within the region as a high number of farms, especially in the internal hilly areas, find it economically profitable, thanks to the specific EU payments. As a matter of fact the hard wheat cultivation is only a recent practice in the region, whereas the traditional main human food crop has always been the soft wheat. However, by the time the specific premiums introduced by the CAP led to the crowding out of the soft wheat in favour of the hard wheat. 

The rapid spread of the hard wheat within the region led to the crisis of the soft wheat milling industry, which used to be composed of several small-scale mills, suitable to a model based on local consumption, which is in contrast with the modern economic models. 

On the contrary, the hard wheat processing industry has never been a typical component of the Tuscan wheat system as demonstrated by the presence of only a few hard wheat mills reliable on the national and international raw material supply and independent by the local supply. The increasing internationalisation and openness of the markets indeed has fostered the disconnection between the decision at the processing level and the logics of the local supply.

The Tuscan hard wheat supply chain needs to be analysed within the national context as, even though all the different phases take place within the region, it is characterised by a high degree of openness toward both the other Italian regions and the foreign markets.

Hard wheat supply chain structure 

 SHAPE  \* MERGEFORMAT 



3.2 The agricultural phase
3.2.1. Areas and production

The marketing production (at basic prices) contributes to the 12-14%, depending on the year, of the gross saleable production of Tuscany (with a negative peak of the 8, 9% in 2003).

In 2004 the saleable production at basic prices came to 294 millions of euro, including the CAP aids and other possible public aids, which, in the case of grains, include the payment per hectare (63 €/ton multiplied for the regional historical yield), whereas in the case of the hard wheat comprehend the additional payment for the traditional regions (Tuscany is one of those) that is 344, 5 €/ha. 

The relative importance of grains on the regional gross saleable production decreased during the 90s (in 1991-1992 it exceeded the 17%) due to the reduction which affected the maize and soft wheat sector, in spite of the rise in the durum wheat sector.

Grain production in Tuscany, average of the period 2003-2004


	
	Area

(Ha)
	Total

production

(Q)
	Yield

(Q/Ha)
	Harvest

(Q)

	Hard wheat
	162.499
	4.755.286
	28
	4.699.793

	Soft wheat
	22.825
	775.005
	34
	761.435

	Barley
	13.925
	357.461
	25
	345.546

	Oats
	9.043
	233.356
	26
	228.279

	Rye
	308
	6.850
	22
	6.574

	Other grains
	1.092
	19.247
	18
	17.837

	Maize
	30.402
	1.836.117
	61
	1.707.785

	Rice
	397
	27.425
	69
	27.425

	Sorghum
	942
	24.150
	26
	21.408

	TOTAL
	241.214
	8.019.479
	33
	7.800.664


Source:  Istat - Region 

Incidence of the grain area per square metre (100 ha) of farmed land, in each Economic Local System (2000)

[image: image2.emf]
Source: Istat

The hard wheat is the main grain which is grown in Tuscany. Its importance constantly increased over the time starting from 1992 (with an interruption in 2003 due to adverse climatic conditions) till the implementation of the Fischler reform, which led to a strong reduction.

The production growth of the latest years was determined by the high prices on the market as well as by the strong reduction in rape and sunflower areas, due the cutting off of the specific aid for oilseed productions, the premiums of which have been levelled out as the ones of the other grain crops.

At presente the hard wheat is grown in certain areas of Tuscany where it used to be absent in the past as well as in areas which are not suitable to this crop. 

Evolution of the hard and soft wheat surfaces in Tuscany (hectares)
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Hard wheat areas and yields in Tuscany and Italy 

	
	
	Area

(Ha)
	Production                      (Q)
	Yield

(Q/Ha)
	Harvest

(Q)

	Tuscany
	2000
	133.291
	4.172.235
	31,30
	4.102.666

	Tuscany
	2001
	135.722
	3.379.163
	24,90
	3.321.399

	Tuscany
	2002
	160.782
	4.882.750
	30,37
	4.761.262

	Tuscany
	2003
	140.360
	2.819.828
	20,09
	2.766.309

	Tuscany
	2004
	184.638
	6.690.743
	36,24
	6.633.276

	
	
	
	
	
	

	Italy
	2003
	1.688.834
	38.147.055
	22,60
	37.174.990

	Italy
	2004
	1.772.132
	56.662.220
	32,00
	55.457.058

	
	
	
	
	
	

	Central Italy
	2003
	375883
	10010519
	26,6
	9810076

	Central Italy
	2004
	430119
	17088978
	39,7
	16823058

	
	
	
	
	
	

	Tuscany

on Italy
	2003
	8,3%
	7,4%
	88,9%
	7,4%

	Tuscany

on Italy
	2004
	10,4%
	11,8%
	113,2%
	12,0%

	
	
	
	
	
	

	Tuscany on

Central Italy
	2003
	37,3%
	28,2%
	75,5%
	28,2%

	Tuscany on

Central Italy
	2004
	42,9%
	39,2%
	91,3%
	39,4%


Source: Istat 

The production of hard wheat is strongly influenced by the yields variability. In the last year a negative peak occurred in 2003 whereas a positive peak was registered in 2004. As a matter of fact despite the Tuscan production of that year represents only about the 12% of the Italian hard wheat production, it is nevertheless about the 40% of the production of the Central Italy regions (Marche, Umbria, Lazio, and Abruzzo).

Furthermore Tuscany and Marche hold a privileged position compared to the markets of the Northern regions, where, in spite of the presence the most important processing industries, the hard wheat is not a popular crop as the climatic conditions are not suitable to obtain the production levels of the Centre and Southern regions.

The gross saleable production at basic prices amounted to 86 millions of euro in 2003, comprehending the grants allocated by the CAP.

In Tuscany the hard wheat has its privileged location in some provinces, especially the Southern ones, where the climate and soil characteristics better fit to this crop. In 2004 three provinces held the 80% of the total area: Grosseto, Siena and Pisa. The hard wheat cultivation however grew everywhere between 2000 and 2004, involving also the provinces where it used to be unknown.

Hard wheat (total area in ha and harvest in .000 q)
	Area
	1999
	2000
	2001
	2002
	2003
	2004
	2004 (%)
	2004/2003
	2004/2000

	Arezzo
	1.500
	2.500
	2.500
	3.250
	2.600
	10.000
	5,4%
	74%
	300%

	Firenze
	4.100
	4.200
	8.800
	8.400
	8.250
	8.800
	4,8%
	6%
	110%

	Grosseto
	51.550
	52.200
	53.000
	69.000
	61.000
	70.000
	37,9%
	13%
	34%

	Livorno
	10.200
	11.600
	11.150
	13.500
	12.200
	14.000
	7,6%
	13%
	21%

	Lucca
	17
	14
	12
	12
	190
	183
	0,1%
	-4%
	1207%

	Massa
	0
	0
	0
	0
	0
	0
	0,0%
	…
	…

	Pisa
	21.000
	22.500
	20.000
	25.000
	14.500
	32.000
	17,3%
	55%
	42%

	Prato
	240
	247
	30
	30
	590
	625
	0,3%
	6%
	153%

	Pistoia
	30
	30
	230
	590
	30
	30
	0,0%
	0%
	0%

	Siena
	44.583
	40.000
	40.000
	41.000
	41.000
	49.000
	26,5%
	16%
	23%

	Tuscany
	133.22
	133.291
	135.722
	160.782
	140.36
	184.638
	100,0%
	24%
	39%

	
	
	
	
	
	
	
	
	
	

	Production
	1999
	2000
	2001
	2002
	2003
	2004
	2004 in %
	2004/2003
	2004/2000

	Arezzo
	60
	80
	75
	114
	78
	300
	4,5%
	74%
	275%

	Firenze
	153
	124
	229
	245
	85
	180
	2,7%
	53%
	45%

	Grosseto
	1.640
	1.566
	954
	1.826
	915
	2.450
	36,9%
	63%
	56%

	Livorno
	393
	435
	374
	533
	360
	700
	10,6%
	49%
	61%

	Lucca
	1
	1
	1
	1
	8
	9
	0,1%
	6%
	1291%

	Massa
	0
	0
	0
	0
	0
	0
	0,0%
	…
	…

	Pisa
	662
	608
	360
	740
	276
	1.254
	18,9%
	78%
	106%

	Prato
	8
	9
	1
	1
	19
	25
	0,4%
	24%
	189%

	Pistoia
	1
	1
	9
	22
	1
	1
	0,0%
	0%
	10%

	Siena
	1.313
	1.280
	1.320
	1.280
	1.025
	1.715
	25,9%
	40%
	34%

	Toscana
	4.23
	4.103
	3.321
	4.761
	2.767
	6.634
	100,0%
	58%
	62%


Source: Istat and Region

The EU aid fostered the growth of the hard wheat sector as the traditional regions, among which Tuscany, can benefit not only of the aid per hectares but also of the specific hard wheat aid.

According to the Reg. EC 2309/97 the previous system of individual rights to the additional aid has been abolished starting from the production campaign 1998/99 and replaced by the maximum guaranteed area (MGA) and an additional aid of 344 €/ha. In Italy the MGA has been distributed among the different regions, according to which Tuscany has the right to a hard wheat MGA of 118.950 ha.

As a consequence of the “liberalisation” of the hard wheat crop new farms gained access to the sector leading to an increase in the total area, which eventually exceeded the regional MGA.

According to the EU regulation in case the total area exceeds the MGA the aid has to be reduced proportionally to the extent of the surplus. In 2001 this penalty did not come into effect thanks to the compensation mechanism between regions on the national basis, as the total hard wheat national area was less than the MGA (indeed, the total hectares declared in order to obtain the additional aid were 1.642.536 whereas the national MGA was 1.646.000). In this way the Tuscan hard wheat producers could benefit of the entire additional aid thanks to the lack in MGA of other regions.

On the contrary in 2002 a high percentage of oilseed surfaces (especially sunflower) turned to the hard wheat production so that, in spite of a total area of 195.000 ha verified by Agea (the national Agency for EU payments), the area eligible for the specific aid has been 141.000 ha, thanks to the deficit of other regions.

Thus, the additional aid was cut off of the 27%, being 249, 38 €/ha instead of the full aid of 344, 50 €/ha, as the surplus in surface corresponded to that rate. 

In 2003 the total Tuscan hard wheat area was 140.360 ha whereas it rose up to 184.638 ha in 2004. 

In 2004 in Tuscany 24.214 hard wheat producers, covering a total area of 336.000 ha, applied for the specific aid, which resulted equal to 154,6 millions of euro. Obviously it was a potential amount, susceptible to reductions due to exceeding the national e/o regional MGA. In fact, the final amount recognised by the Tuscany payments’ agency (ARTEA) and allocated in the end of the campaign (on the basis of the final balance), was 128,4 millions of euro that is the 87% of the total aid for grains.

The number of farms applying for the specific aid is only a minority of the farms which grow grain crops, according to the last Istat census (around the 25%). This means that a large majority of the Tuscan farms is represented by small-scale and part-time family farms, even though the “seed crops” category is much wider according to Istat.
Tuscany: declared area distribution per province (2004)

	
	Areas eligible for the EU aid (2004)
	Non eligible areas
	Total declared area

	Province
	Grain
	Industrial

crops
	Dry legumes
	Other

crops
	Total

(ha)
	
	

	Arezzo
	30.415,16
	4.207,97
	1.241,34
	2.279,67
	38.090,32
	57.371,57
	95.461,89

	Firenze
	20.087,14
	924,70
	1.593,94
	2.499,24
	25.103,88
	64.532,44
	89.636,32

	Grosseto
	84.956,16
	2.178,00
	3.810,48
	4.787,70
	95.732,34
	149.999,92
	245.732,26

	Livorno
	13.889,68
	1.533,81
	795,83
	1.148,13
	17.367,46
	12.543,97
	29.911,43

	Lucca
	4.812,90
	83,01
	21,26
	569,89
	5.483,57
	3.060,49
	8.544,06

	Massa C.
	114,98
	0,00
	0,15
	0,30
	115,43
	1.337,30
	1.452,73

	Pisa
	44.221,31
	2.833,86
	4.520,62
	5.716,28
	57.291,44
	54.580,12
	111.871,56

	Pistoia
	3.114,28
	70,48
	60,14
	198,54
	3.443,44
	5.392,45
	8.835,89

	Prato
	1.483,09
	149,33
	5,24
	158,78
	1.796,44
	1.572,13
	3.368,57

	Siena
	72.780,67
	2.058,26
	4.571,63
	8.338,79
	87.746,34
	112.851,46
	200.597,80

	Others
	3.308,51
	282,89
	232,31
	349,92
	4.173,65
	6.757,91
	10.931,56

	Total
	279.183,9
	14.322,32
	16.852,95
	26.047,25
	336.344,3
	469.999,75
	806.344,05

	%
	83,0
	4,3
	5,0
	7,7
	100,00
	


Source: ARTEA

With respect to the location of the hard wheat cultivation within the region, the 85% of the regional area covers the provinces of Grosseto, Pisa, Siena and Livorno, where this crop represents more than the 50% of the area which applied for the EU aid.

Tuscany: declared grain area distribution per province (2004)

	Prov.
	Grain (2004)

	
	Maize
	Durum

wheat
	Paddy
	Other grain
	Intercrops
	Total (ha)
	%

	Arezzo
	6.867,52
	15.443,36
	0,00
	8.050,44
	53,84
	30.415,16
	10,89

	Firenze
	5.333,82
	9.935,50
	0,00
	4.816,68
	1,14
	20.087,14
	7,19

	Grosseto
	10.645,55
	63.798,88
	286,24
	10.225,49
	0,00
	84.956,16
	30,43

	Livorno
	629,59
	11.720,69
	0,00
	1.539,40
	0,00
	13.889,68
	4,98

	Lucca
	4.143,38
	369,96
	0,00
	296,06
	3,50
	4.812,90
	1,72

	Massa C.
	67,99
	0,00
	0,00
	47,01
	0,00
	115,00
	0,04

	Pisa
	6.484,62
	32.192,50
	0,00
	5.543,56
	0,64
	44.221,31
	15,84

	Pistoia
	2.694,80
	233,57
	0,00
	185,91
	0,00
	3.114,28
	1,12

	Prato
	447,51
	714,14
	0,00
	321,45
	0,00
	1.483,09
	0,53

	Siena
	10.380,36
	54.839,46
	133,97
	7.423,87
	3,00
	72.780,67
	26,07

	Altre
	860,81
	1.874,73
	0,00
	572,98
	0,00
	3.308,53
	1,19

	Total
	48555,94
	191.122,79
	420,21
	39.022,86
	62,12
	279.183,92
	100,00


Source: ARTEA (regional Agency)

3.2.2. Quality production

· Milling quality

According to the monitoring on the hard wheat quality, within the project “Differentiate storage of the hard wheat”, which in Tuscany involves services’ cooperatives and the Grain Producers’ Association, the average quality of the Tuscan hard wheat is slightly higher than the Italian average, as shown in the table.

Tuscan hard wheat quality

	PROVINCE


	PROTEIN CONTENT        (%)
	GLUTEN CONTENT

 (%)

	AREZZO
	12,55
	10,19

	GROSSETO
	12,73
	10,66

	PISA
	12,02
	9,67

	SIENA
	12,69
	10,08

	ITALIAN AVERAGE
	11,90
	9,45


Source: www.cerealicoltura.it
· Organic production

In 2003 the organic grain total area in Tuscany was 34.748 hectares, 20.720 of which were cultivated with the organic method and 14.000 under the “conversion” period. Compared to 2001 the organic and “in conversion” area increased of the 37%.

Specific data on the organic hard wheat area are not available so far.

· Low input production (Tuscan mark “Agroqualità”)

Within the hard wheat supply chain several initiatives are addressed to generate a higher product’s value added, using certified seeds, the quality of which refers to the territorial origin or to certain characteristics of the production process linked to the environment.

To this respect a remarkable example is a Tuscan bread which applied for the PDO as well as other initiatives addressed to enhance the value of certain products, both pasta and bread, through collective strategies based on the use of local raw material. In addition other initiative are based on the use of low input systems, officially recognised by the regional mark “Agriqualità” (LR 25/99), involving more than 10 bread and pasta producers.
3.2.3. Hard wheat farms

According to the available data on the farms’ structure a distinction between the hard and the soft wheat farms is not possible so far. Hence we will refer to a series of information concerning the crop as a whole, moving form the assumption that the two crops present many similarities.

The more recent official data refer to the agriculture census of 2000 and result of extreme importance in order to qualify certain structural features of the farms, influencing the impact of the CAP. According to these data 19.000 Tuscan farms are involved in the hard and soft wheat production, which is around the 33% less than in the previous census.

The average wheat area in 2000 is 10 ha, thanks to an increase of the 7,9%. In addition the wheat incidence on the total farmed land increased of the 37, 8% as well.

Furthermore the gross income of the farms belonging to the chain is also increasing, thanks to the shift to the hard wheat, which is more remunerative than the soft, and to the specific EU aid.

The wheat farms use 5,8 millions of working days per year, even though they refer to the farm as a whole and not only to the wheat production process.

Wheat production in Tuscany: comparison between different aggregate parameters (1990-2000)

	
	1990
	2000
	variation

	Wheat farms
	27.735
	18.839
	-32,1%

	Wheat areas (ha)
	169.771
	183.117
	7,9%

	Average invested area per farm (ha)
	6,12
	10,00
	58,0%

	Farmed land (SAU) of the wheat farms (ha)
	531.794
	482.064
	-9,4%

	Wheat areas / farmed land
	31,9%
	37,8%
	

	Total farm area
	841.754
	725.557
	-13,8%

	Wheat standard gross income
	148.670.661
	172.818.713
	16,2%

	Total standard gross income of the  wheat farm
	625.619.528
	565.667.104
	-9,6%

	Family labour working days (in total)
	6.561.593
	4.383.158
	-33,2%

	Non family labour working days
	1.846.052
	1.420.469
	-23,1%

	Total working days
	8.407.645
	5.803.627
	-31,0%


Source: Istat data processing 

The wheat cultivation is very concentrated, indeed the 57% of the total area belongs to only the 11% of the farms. At the opposite extreme the 35% of the farms covers only the 3, 7% of the total area.

Wheat production in Tuscany: farms, areas and PLV distribution per invested area classes (2000, areas in hectares)

	
	< 1ha
	1-2 ha
	2-3 ha
	3-5 ha
	5-10 ha
	

	Farms
	2.952
	3.723
	2.001
	2.761
	3.248
	

	Farms in %
	15,7%
	19,8%
	10,6%
	14,7%
	17,2%
	

	Wheat area
	1.399
	5.444
	5.287
	11.403
	24.008
	

	Area in %
	0,8%
	3,0%
	2,9%
	6,2%
	13,1%
	

	Wheat PLV (€ x 1000)
	1.403
	5.706
	5.794
	12.955
	27.949
	

	PLV in %
	0,7%
	2,6%
	2,7%
	6,0%
	13,0%
	

	
	10-20 ha
	20-30 ha
	30-50 ha
	50-100 ha
	> 100 ha
	Total

	Farms
	2.138
	763
	635
	430
	188
	18.839

	Farms in %
	11,3%
	4,1%
	3,4%
	2,3%
	1,0%
	100,0%

	Wheat area
	30.914
	18.989
	25.014
	30.469
	30.190
	183.117

	Area in %
	16,9%
	10,4%
	13,7%
	16,6%
	16,5%
	100,0%

	Wheat PLV (€ x 1000)
	36.509
	22.711
	29.894
	36.401
	36.403
	215.726

	PLV in %
	16,9%
	10,5%
	13,9%
	16,9%
	16,9%
	100,0%


Source: Istat data processing 

Other information can be deducted from wheat farms’ data. More specifically each farm has been classified according to two parameters:

· The wheat economic incidence on the farm;

· The incidence of each farm on the total wheat supply of the region.

Basically the first parameter expresses the farm specialisation level within the chain, in terms of wheat gross contribution to the Standard Gross Income of each farm. According to this parameter the following classes have been defined for every farm belonging to the census:

	Specialisation index (Is) (% RLS wheat over total farm RLS)

	High
	100% >
	Is
	≥ 66%

	Intermediate
	66% >
	Is
	≥ 33%

	Low
	33% >
	Is
	≥ 10%

	Marginal
	10% >
	Is
	≥ 0%


The second parameter expresses the farm’s importance within the chain, or rather the farm’s importance compared to the creation of the regional supply. This indicator has been determined according to the wheat RLS. In other words, firstly the quartiles were determined according to the farm RLS and secondly they were used to identify the following wheat farms’ classes of relevance.

	Farm importance compared to the regional wheat supply chain

	Criterion

	Micro
	First quartile per farm RLS 

	Small 
	Second quartile per farm RLS 

	Medium
	Third quartile per farm RLS 

	Big
	Fourth quartile per farm RLS 


The final result was an economic classification of the wheat farms in sixteen different farm typologies. 

Furthermore we give a list of the most remarkable features emerging from the following tables:

· The regional production is extremely concentrated, indeed less than the 2% of the wheat farms covers the 24% of the regional area. On the other hand almost 15.000 small scale farms, the 78% of the total, cover the 27% of the regional area;

· The 20% of the wheat farm is highly specialised (more than 66% of the gross saleable production). Those farms have a diversified importance within the supply chain and they cover the 27% of the regional wheat area.

· The 30% of the farms’ gross standard income derives from the wheat cultivation. However the wheat incidence is the 44, 2% for the big scale farms and only the 21, 6% for the small scale farms.

Tuscan wheat farms’ distribution according to the specialisation level and the respective importance within the supply chain 

Number of farms 
	
	Farms’ importance within the supply chain

	Wheat importance within the farm
	“micro”
	“small”
	“medium”
	“big”
	Total

	Marginal (RLS <10%)
	2.321
	94
	21
	3
	2.439

	Low (RLS 10-33%)
	5.146
	690
	258
	65
	6.159

	Intermediate (RLS 33-66%)
	4.634
	1.174
	455
	162
	6.425

	High (RLS 66-100%)
	2.727
	663
	302
	124
	3.816

	Total
	14.828
	2.621
	1.036
	354
	18.839


 %
	
	Farms’ importance within the supply chain

	Wheat importance within the farm
	“micro”
	“small”
	“medium”
	“big”
	Total

	Marginal (RLS <10%)
	12,3%
	0,5%
	0,1%
	0,0%
	12,9%

	Low (RLS 10-33%)
	27,3%
	3,7%
	1,4%
	0,3%
	32,7%

	Intermediate (RLS 33-66%)
	24,6%
	6,2%
	2,4%
	0,9%
	34,1%

	High (RLS 66-100%)
	14,5%
	3,5%
	1,6%
	0,7%
	20,3%

	Total
	78,7%
	13,9%
	5,5%
	1,9%
	100,0%


Source: our processing of Istat data and data from the 5th Agriculture Census

Tuscan farms’ wheat area distribution according to the specialisation level and the respective importance within the supply chain 

Invested area (ha)
	
	Farms’ importance within the supply chain

	Wheat importance within the farm
	“micro”
	“small”
	“medium”
	“big”
	Total

	Marginal (RLS <10%)
	4.323
	1.599
	921
	308
	7.151

	Low (RLS 10-33%)
	16.074
	11.835
	11.256
	7.636
	46.801

	Intermediate (RLS 33-66%)
	18.833
	19.835
	19.882
	21.146
	79.696

	High (RLS 66-100%)
	9.956
	11.094
	13.083
	15.336
	49.469

	Total 
	49.187
	44.364
	45.142
	44.425
	183.117


 %

	
	Farms’ importance within the supply chain

	Wheat importance within the farm
	“micro”
	“small”
	“medium”
	“big”
	Total

	Marginal (RLS <10%)
	2,4%
	0,9%
	0,5%
	0,2%
	3,9%

	Low (RLS 10-33%)
	8,8%
	6,5%
	6,1%
	4,2%
	25,6%

	Intermediate (RLS 33-66%)
	10,3%
	10,8%
	10,9%
	11,5%
	43,5%

	High (RLS 66-100%)
	5,4%
	6,1%
	7,1%
	8,4%
	27,0%

	Total
	26,9%
	24,2%
	24,7%
	24,3%
	100,0%


Source: our processing of Istat data and data from the 5th Agriculture Census

Average wheat area per farm (ha)

	
	Farms’ importance within the supply chain

	Wheat importance within the farm
	“micro”
	“small”
	“medium”
	“big”
	Total

	Marginal (RLS <10%)
	1,86
	17,02
	43,86
	102,51
	2,93

	Low (RLS 10-33%)
	3,12
	17,15
	43,63
	117,47
	7,60

	Intermediate (RLS 33-66%)
	4,06
	16,90
	43,70
	130,53
	12,40

	High (RLS 66-100%)
	3,65
	16,73
	43,32
	123,68
	12,96

	Total
	3,32
	16,93
	43,57
	125,49
	9,72


Source: our processing of Istat data and data from the 5th Agriculture Census

Wheat RLS percentage incidence on the total farm RLS of the Tuscan farms 

% wheat RLS / total RLS 

	
	Farms’ importance within the supply chain

	Wheat importance within the farm
	“micro”
	“small”
	“medium”
	“big”
	Total

	Marginal (RLS <10%)
	4,4%
	5,2%
	3,7%
	8,8%
	4,6%

	Low (RLS 10-33%)
	19,2%
	20,6%
	20,6%
	21,4%
	20,3%

	Intermediate (RLS 33-66%)
	46,6%
	47,1%
	48,4%
	49,9%
	48,0%

	High (RLS 66-100%)
	83,7%
	81,1%
	80,9%
	78,7%
	80,7%

	Total
	21,6%
	31,4%
	33,6%
	44,2%
	30,6%


Source: our processing of Istat data and data from the 5th Agriculture Census

The 65% of the wheat farms is composed by part-time farms (defined as those farms where the farmers a/o at least another family member working days are less than 180). The percentage of the part-time farms for the Tuscan agriculture as a whole is much higher (89%), meaning that the wheat cultivation is more diffused in the full-time farms. Almost all the wheat farms (98%) are family businesses (defined as those farms where the family labour covers more than one third of the total farm labour), which is in line with the general agriculture situation in Tuscany. Furthermore about the 40% of the farms are classified as “non professional”, meaning that the gross standard income is less than one agriculture labour unit, (which, referring to the year of the census, is about 7 UDE, where 1 UDE corresponds to 1200 €). Considering the Tuscan agriculture as a whole the non professional farms are about 80%of the total number of farms.

Part time and other management forms in the wheat sector

	
	Wheat farms
	Wheat area
	Total farmed land

(SAU)

	Part time
	12.310
	88.113
	226.146

	Full time
	6.529
	95.005
	255.918

	Part  Time out of the total 
	65,3%
	48,1%
	46,9%

	Direct management
	18.407
	166.712
	430.901

	Capitalistic management
	432
	16.406
	51.163

	Direct management 

out of the total
	97,7%
	91,0%
	89,4%

	Non professional
	7.482
	13.220
	27.113

	Professional
	11.357
	169.898
	454.951

	Non professional out of the total
	39,7%
	7,2%
	5,6%


Source: our processing of Istat data and data from the 5th Agriculture Census

3.2.4. The wheat profitability

The source of the information referring to the wheat profitability is the data collection operated by ARSIA (regional agency for the agriculture innovation and development) through its network of accounting agriculture information. 

These accounting data give important information, even though they are not representative of the entire regional grain sector.

The following remarkable elements can be pointed out referring to the period 1998-2003:

· The value of the CAP payments (general aid plus specific aid for the hard wheat, net of any penalties) per hectare has a strong incidence on the value of the gross output, which exceeds the 53% referring to grain farms as a whole, including payments deriving from the application of environmental measures (organic or low input systems). The payments’ incidence on the gross output for the conventional farms is 49,9%;

· The crop profit (obtained considering a family labour cost of about 7, 60 €/hour) is around 163 €/ha (corresponding to about 5, 2 €/quintal) and rather homogeneous both in the plains and hilly areas. However, it is much less in the conventional farms (around 97 €/ha);

· The mechanical operations have the highest incidence on the total farm costs, almost 30% of the crop gross output), followed by the extra-farm inputs (around 18%) and the labour costs (15%), which is mainly family labour.

	1) Hard wheat production process, years 1998-2003: 

· All production techniques

· All altimetrical zones

· Number of record 811

· euros
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	2) Hard wheat production process, years 1998-2003: 

· Standard production technique

· All altimetrical zones

· Number of record 489

· euros
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	3) Hard wheat production process, years 1998-2003: 

· Organic production technique 

· All altimetrical zones

· Number of records 32

· euros
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	4) Hard wheat production process, years 1998-2003:

· Standard production technique

· Altimetrical zone : hills

· Number of records: 424

· Euros
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3.2.5. Marketing 

Several informations referring to the market orientation of the main crops, including wheat (meaning durum and soft together), can be deduced from the Agriculture Census of 2000.
The use of the marketing channels is less diversified for the wheat than for other crops. The sale through producers’associations or cooperatives is the most common marketing channel, used by more than the 50% of the farms. In addition the 38% of the wheat farms uses a kind of sale without any contractual obligation, meaning sales on the farm to mediators, based on trustful relationships strenghtened by the time, including the sales of products as production factors to other farms. Other marketing channels are not really common. The selling directly to industries in particular covers less than the 5% of the wheat farms.

A large quantity of the Tuscan durum wheat is marketed through the storage centres of the region whereas the relationships between the farm and industrial processors are absolutely uncommon.

Number of farms using different marketing forms

	Farms with:
	Direct

Selling


	Sale to

Industrial enterprises

bound by

contract
	Sale to

commercial enterprises  bound by

contract
	Contractual or

obligation free
	    Sale to

Associations


	Total

answers (a)
	Using at least one form (b)
	Diversification index (a/b)



	Grain 
	1.673
	231
	837
	8514
	10.738
	21.993
	20.267
	1,09

	Grain % on  (a)
	7,6%
	1,1%
	3,8%
	38,7%
	48,8%
	100,0%
	7,6%
	1,1%

	
	
	
	
	
	
	
	
	

	Wheat
	530
	126
	615
	5962
	8.150
	15.383
	14.536
	1,06

	Wheat % on (a)
	3,4%
	0,8%
	4,0%
	38,8%
	53,0%
	100,0%
	3,4%
	0,8%

	
	
	
	
	
	
	
	
	

	Total
	18.514
	6.087
	3.369
	21.586
	18.498
	46.589
	68.054
	1,46

	Total % on (a)
	39,7%
	13,1%
	7,2%
	46,3%
	39,7%
	100,0%
	39,7%
	13,1%


Source: processing of data from Istat and the Agriculture Census 2000 

3.3 The farm trading phase
The storage centres represent the step of the hard wheat chain linking the agricultural phase to the industrial phase. The storage phase plays a key role within the supply chain as, aside from their main function, they determine the production orientation, through the input supply and the technical assistance to the farms, and the production concentration in quality homogeneous stocks, meeting the processing industry’s demand. In fact the differentiation of wheat at the farm level would be hardly possible. 

Furthermore the storage centres offers a set of services of fundamental importance for the supply chain, namely:

· they could act as buyers of the product but more often they offer to producers intermediation and storage services as well as other types of services such as advising about the wheat varieties to choose, information on the market, financial anticipation, pooling;

· with respect to the relationships with the downstream steps of the chain, the storage centres provide homogeneous stocks of products for what concerns their marketing attributes and responding to the buyers’ demand. In addition they offer technical warrantees about the storage and processing processes as well as about the products’ traceability. The “differentiated storage” plays a crucial role in the value improvement of the product, permitting to separate different products’ stocks since their arrival at the processing industries, thanks to adequate parameters and facilities.

Basically the quality differentiation needs on one hand the availability of adequate facilities, requiring investments for the renovations of the storage techniques and the facilities themselves, on the other hand it needs an adequate recognition on the market in term of price, which is often absent as complained by producers.
Different typologies of enterprises are involved in the farm trading phase in Tuscany, namely private enterprises, cooperatives, producers’ associations and provincial consortia. A marginal part of the total production is negotiated directly between the farms and the first processing enterprises (mills).

Even though recent data are not available it is evident that enterprises such as cooperatives, consortia and producers’ associations, which are expressions of the rural world, manage an important part of the regional hard wheat production.

The regional mills represent the destination of only a small part of the hard wheat supply of Tuscany, as they have a rather small capacity and for the conditions market price. In this way the remaining part of the regional wheat is addressed to the Northern regions’ mills (Emilia-Romagna and Piemonte), Umbria and rarely to the Southern regions.

3.4 The first processing phase (milling phase)
In 2004 the milling industry was composed of 510 mills, providing the processing of about 10,8 million tons of wheat, 5,8 million tons of soft wheat and 5,0 million tons of hard wheat. The operators involved in the chain are 5.100 and the turnover corresponds to 2.480 millions of euro.

Three different typologies of enterprise can be identified within the milling sector:

· the enterprises that are downstream integrated with the activities of the second processing, belonging to big groups and aiming at meeting the group’s demand in terms of supply planning and quality standards;

· the enterprises that are upstream integrated with the agriculture activities. Basically they are farms’ cooperatives aiming at enhancing value to the members’ products;

· the non integrated enterprises, looking at the market for the raw materials supply as well as for the products’ placing.

Besides, another important distinction is related to the specialisation on the processed product: indeed some mills are specialised in the hard wheat milling, some others in the soft wheat milling, whereas the so-called “alternate” mills process both the two raw material, thanks to adequate devices. Obviously the same enterprises can dispose of more than one mill.

The milling industry plays a crucial role in enhancing the wheat products’ value, linking the agriculture production phase to the demand of the second processing industries. As a matter of fact, the processing sector, especially the pasta industries, is extremely focused upon the technological features of the flour, depending both on the process attributes and the final product as well as on another set of features, mainly of the process, which are the necessary precondition in order to meet the consumers’ demand through a more and more increasing differentiation.

At the same time the operators of the milling sector are aware that a further development is needed in two fields: the process quality management (enterprise quality systems, traceability systems) and the capacity of processing organic and low input systems’ wheat, more and more demanded by consumers.

Three different hard wheat mills operate in Tuscany at the moment, two of them are specialised and located respectively in the area of Florence and Livorno, whereas the third is an “alternate” mill, located in the province of Lucca. The mill in Livorno is the biggest in the region (the milling capacity is 600 q/h) and it is located in the harbour area of the city. Furthermore it belongs to the group “Grandi Molini”, which is one of the main national companies involved in the milling sector, and is also equipped with a soft wheat mill with the same capacity. The hard wheat mill is addressed to the processing of imported raw material, whereas the final product is placed on the national market, especially the food industry, wholesalers and catering.

The other two mills process mainly local raw material, thanks to supply relationships with the consortia and the cooperatives, to which they guarantee interesting potential for the products’ placing. 

The Tuscan soft wheat milling sector is extremely fragmented (see the tables). There are many small scale farms, facing a difficult market situation, partly due to the aggressive strategies of the main national milling companies. In addition there is a shortage of national raw material, due the decreasing production.
Tuscany: mills per province (2001)

	
	SOFT

WHEAT MILLS
	HARD

WHEAT MILLS

	
	n°
	Cap. (*)
	n°
	Cap. (*)

	2001
	
	
	
	

	Arezzo
	3
	326
	0
	0

	Firenze
	5
	266
	1
	320

	Livorno
	2
	600
	1
	600

	Lucca
	4
	429
	1
	140

	Massa C.
	1
	46
	0
	0

	Pisa
	2
	234
	0
	0

	Pistoia
	0
	0
	0
	0

	Siena
	6
	274
	0
	0

	Tuscany
	22
	2.175
	3
	1.060


(*) Total capacity (Ton. /24 h)

Source: Italmopa data processing 

Tuscany: hard wheat mills per capacity class (Ton. /24 h)

	
	> 100
	50-100
	10-50
	0-10
	TOTAL

	
	nr
	Cap. (*)
	nr
	Cap. (*)
	nr
	Cap. (*)
	nr
	Cap. (*)
	nr
	Cap. (*)

	2001
	
	
	
	
	
	
	
	
	
	

	Tuscany
	3
	1.060
	0
	0
	0
	0
	0
	0
	2
	460

	Central Italy
	9
	3.070
	2
	140
	0
	0
	0
	0
	10
	2.610

	Total
	61
	19.252
	24
	1.544
	103
	2.055
	0
	0
	187
	22.250

	
	
	
	
	
	
	
	
	
	
	

	1996
	
	
	
	
	
	
	
	
	
	

	Tuscany
	2
	780
	0
	0
	0
	0
	0
	0
	2
	780


(*)Total capacity Ton. /24h.

Source: Italmopa

Data on the territorial origin of the Tuscan mill’s supply are not available. According to the few available data the origin of the raw material is extremely changeable, depending on the yearly quality and the product’s value for money.

The general strategy, adopted at least by the bigger mills, is comparing the value for money of the local wheat (or from neighbouring areas) with the costs of foreign wheat, especially those which can be provided in large stocks. 

Due to the high transportation costs the mills can compete for the provision of local supply, the price of which can result comparable to the one of non local wheat with similar features.

The flour products of the national milling industry are mainly addressed to the national pasta industry, which in its turn produces for the national market as well as for the foreign market, in the same proportions. The bread production is not really important, whereas a modest part is exported as flour product.

Utilisation of the wheat product, produced by the Italian milling industry (2004, provisional data in tons)

	       DESTINATION:
	Soft wheat

flour products
	Hard wheat

flour products

	1) Internal market:
	
	

	   -  bread
	2.860.000
	230.000

	   -  pasta
	25.000
	1.611.000

	   -  sweet products
	530.000
	-

	   -  domestic use
	215.000
	13.000

	   -  pizza and other food use
	345.000
	-

	   -  flour products import 
	-12.000
	-15.000

	   -  pasta import 
	-
	-28.000

	   Total internal market
	3.963.000
	1.811.000

	                         
	
	

	  2) Export
	
	

	   -  flour products
	291.000
	67.000

	   -  pasta 
	26.000
	1.522.000

	                         
	
	

	   Total export
	317.000
	1.589.000

	                         
	
	

	   T O T A L 
	4.280.000
	3.400.000

	                         
	
	

	   WHEAT EQUIVALENTS
	5.790.000
	5.030.000


Source: ITALMOPA
3.5 The second processing phase: the pasta industry
The main destination of the hard wheat flour products is the pasta industry. Basically the pasta sector is composed of two typologies of enterprises: the so-called industrial pasta factories, producing dry pasta using high capital-based processes, on one hand and the soft pasta factories, mainly small-scale, located in urban areas, more local market oriented and using the direct selling, on the factory or through intermediating restaurants.

In 2003 the national pasta industry, which is the main user of the durum wheat flour, was composed (according to UNIPI) of 153 factories and more than 8.000 operators, for a total production of 3 millions ton (the processing capacity is 4, 5 millions ton, with an utilization rate of the 67%) and a gross production value of more than 3.300 euro, one third of which addressed to the foreign market. In 2004 a slight downturn occurred, resulting in a production value of 2.910 millions euro.

The pasta industry underwent a process of deep evolution consisting in the displacement of the production capacity from the traditional Southern regions to the North. The 68% of the milling capacity is located in the South whereas the requirements of the pasta industry in the same regions are less than the 50% of the national one. As a consequence an interchange is needed between the North and the South and Tuscany holds the potential of having an intermediating role between these two areas.

The Tuscan pasta industry sector is composed of 8 enterprises (6 specialised in the dry pasta, one in the soft pasta and another one is specialised in both), located in the different provinces of the region. The total number of pasta factories underwent a strong downturn between 1996 and 2001, as well as the processing capacity and the number of operators, with a tendency much more negative than the national average.

The enterprise typology is much diversified, going from high quality and niche market oriented enterprises to the ones belonging to big national companies. 

 Industrial pasta factories in Italy and Tuscany, (1996 and 2001)

	
	Tuscany
	Italy
	Tuscany/Italy

	
	1996
	2001
	Variation (%)
	1996
	2001
	Variation (%)
	2001

	Total number

of farms
	
	
	
	
	
	
	

	
	13
	8
	-38,5%
	165
	153
	-7,3%
	5,2%

	Dry pasta 
	11
	7
	-36,4%
	149
	134
	-10,1%
	5,2%

	Soft pasta 
	3
	2
	-33,3%
	30
	31
	3,3%
	6,5%

	Processing capacity  (*)
	
	
	
	
	

	total
	12.646
	9.060
	-28,4%
	144.041
	164.959
	14,5%
	5,5%

	Dry pasta
	9.430
	6.310
	-33,1%
	131.458
	155.369
	18,2%
	4,1%

	Soft pasta
	3.216
	2.750
	-14,5%
	12.583
	9.590
	-23,8%
	28,7%

	Number of

operators
	
	
	
	
	
	
	

	
	622
	455
	-26,8%
	8.070
	8.096
	0,3%
	5,6%

	Dry pasta
	545
	396
	-27,3%
	6.857
	6.642
	-3,1%
	6,0%

	Soft pasta
	77
	59
	-23,4%
	1.213
	1.454
	19,9%
	4,1%


(*)Total capacity Ton. /24 h.

Source: UNIPI data processing

The total number of enterprises belonging to the economic class of activity “food pasta production” is 326 (Unioncamere data), of which a large part is composed of artisanal enterprises, of small dimensions (2, 5 operators per local unit) and local market-oriented.

It is relevant to observe how the artisanal enterprises’ trend in 1991-2000 differs from the industrial enterprises’ trend: indeed the first underwent a development phase, whereas the second went to a crisis due to the increasing markets’ openness as well as to the development of distribution channels.

Local units and operators within the class of economic activity "Food pasta production", Tuscany, 1996 and 2001

	Enterprise typology
	Number

of local units
	Variation
	Number of operators
	Variation
	Operators

per LU

	
	1991
	2001
	2001/1991
	1991
	2001
	2001/1991
	1991
	2001

	Artisanal
	264
	293
	11,0%
	670
	766
	14,3%
	2,5
	2,6

	Non artisanal
	56
	33
	-41,1%
	1.245
	939
	-24,6%
	22,2
	28,5

	Total number of farms
	320
	326
	1,9%
	1.915
	1.705
	-11,0%
	6,0
	5,2


Source: Unioncamere

Basically, the relations between the pasta and the milling industries depend on the enterprises’ scale. The industrial pasta factories demand big stocks homogeneous in quality and specific quality attributes, depending on the desired final product. The result is a strong competition between the suppliers. 
On the contrary, with respect to the small scale factories, the high transportation costs prevent a strong competition.

3.6 The functioning and the main issues of the supply chain
The hard food supply chain functioning is strongly influenced by the raw material production structure, especially by its extreme fragmentation in a high number of small scale farms, often unspecialised. This situation is the origin of the main problematic issues of the supply chain, namely:

· high unitary production costs;

· heterogeneous cultivation systems and quality standards;

· difficulties and high costs for the supply concentration;

· low number of contractual integration agreements within the industry sector, especially those based on quality;

· problems related to the differentiated storage process resulting in a hard classification of the supply stocks.

In addition the European Regulation of the last fifteen years fostered the increase in production even in non suitable areas and non professional farms, through the provision of guaranteed financial aids, resulting in the amplification of the negative effects deriving from the already fragmented supply. As a matter of fact part of the regional production of the last years used to rely on the EU aid, from which it was strongly dependent.

The Tuscan hard wheat supply chain is open to the exchange with the external market (both other regions and foreign countries), depending on the harvest trends, the quality standards and the price trend. 

The increasing raw material supply has led the storage centres to place a large part of their product outside the region, exploiting the regional favourable location, as Tuscany is the more northern “traditional” area and then closer to the Northern mills.

The development of the regional milling industry offered interesting opportunities to the regional producers, who could benefit of a vaster range of short-distance placing alternatives (which is extremely important considering the transportation costs incidence on the producers’ price). However, the proximity of Livorno, providing both an important harbour and the biggest mill in the region, strategically enhances the openness to the external competition.

However, the marketing management of the agriculture supply is still deficient in several areas, which hardly meet the milling industries’ demand. Certain structural attributes, such as the farms’ fragmentation, the heterogeneous soil and climate conditions, the storage facilities’ features inherited from the previous mass production, result in the resistance of the agricultural areas to the quality improvement and to the supply concentration. In addition adequate incentives, economic or of other nature, from the industrial sector are still missing. 

There are some examples of contractual relationships between producers and the milling and pasta industry regarding products with a specific quality attributes, although they are only isolated cases, lacking of an internal systematic frame based on an inter-professional negotiation. However, we should consider some initiatives from the rural sector such as the production of pasta with hard wheat produced with low input systems, within the regional certification system “Agriqualità”.
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