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Presentation Agenda

 Why measuring distribution matters for CAP equity and efficiency
* Official EU Indicator .26 — 'A fairer CAP’

* Key quantitative methods and indicators used in analysis

e Case Study: Pierangeli et al. (2025) Italy CAP reform analysis

* Connections between |.26 and research findings

e Policy implications and future directions

Indicator .26 has not been measured yet by any Member State.
This presentation gives an example of how to measure it using real data.




Why Measure Distribution of CAP support?

Distribution measurement is essential for:
* Equity: Ensuring fair access to support across farm sizes and types
» Efficiency: Optimal allocation of resources to achieve policy objectives

* Policy Assessment: Understanding who benefits from CAP interventions

Distribution affects:

* Farm resilience and long-term viability

* Income fairness and social inclusion in rural areas

 Achievement of CAP's specific objectives (SO1: supporting viable farm income)

* Rural territorial balance and development



PMEF - Indicator .26

Indicator 1.26: 'A fairer CAP — Distribution of CAP

support'

Purpose: Monitor CAP payment inequality

Two Main Components:

Component 1: Concentration Measure

— Share of support received by the top 20%

of beneficiaries

— Shows concentration of payments among

largest recipients

Component 2: Spread Measure

— Interquartile range (Q3-Q1): difference

between 75th and 25th percentiles
— Unit: EUR/beneficiary

Source:https://agriculture.ec.europa.eu/document/download/5eea4e51-6235-4e20-b3dc-

203c263410bd_en?filename=direct-aid-report-2023_en.pdf
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PMEF - Indicator |.26
Scope and Data Requirements

CAP Support Includes
e All direct payments (DP)
 Payments for natural or area-specific constraints
 Payments for area-specific disadvantages

Data Requirements:

e Individual beneficiary-level data (anonymised)
e Unique beneficiary identifiers
e Annual frequency with 1-2 year timeliness

e National (NUTS 0) dissemination level

Key Feature: Allows monitoring of policy reform effectiveness



Main Methods and Indicators

Gini Index

Quantile ratio (e.g., 80/20 or 90/10)

Herfindahl-Hirschman Index (HHI)



Cumulative percentage of income, wealth or subsidies

Gini Index

Gini Index is a measure of
inequality from O (perfect
equality) to 1 (perfect
inequality)
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Ratio Value

Quantile Ratios (80/20 and 90/10)

A quantile is a statistical value that divides a dataset or Quantile ratios compare payments received by
probability distribution into equal-sized, ordered intervals, so | beneficiaries at different positions in the
that each interval contains the same proportion of the total | distribution of payments.
data or probability.
CAP Quantile Ratios Analysis

80/20 Ratio = P80 / P20

B 80/20 Ratio M 90/10 Ratio

P80 = 80th percentile (payment level below which
80% of beneficiaries fall)

16.67

P20 = 20th percentile (payment level below which
20% of beneficiaries fall)

90/10 Ratio = P90 / P10

P90 = 90th percentile (payment level below which
90% of beneficiaries fall)

P10 = 10th percentile (payment level below which

Equal Dist Moderate Ineq High Ineq

Distribution Type 10% of beneficiaries fall)
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Herfindahl-Hirschman Index (HHI)

Herfindahl-Hirschman Index (HHI) = The HHI is a measure of concentration:
it tells you how much of something (like CAP payments) is controlled by a few
entities (farms, regions, or beneficiaries). If many farms/beneficiaries get
similar amounts, HHI is low distribution is spread out. If a few get much more
than the rest, HHI is high — distribution is concentrated.

Rule of thumb:
Low HHI = Payments are relatively evenly distributed
High HHI = A few receive most payments
Used to summarize inequality or dominance in economic policy or market
analysis.

Key Difference:
HHI focuses on dominance/concentration;
Shannon highlights balance/diversity.
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Shannon Index

The Shannon Index measures diversity: it considers

both how many groups get payments and how evenly

payments are spread.

M¢ High Shannon Index: Payments are distributed across
many groups, with no dominant recipient.
Low Shannon Index: Payments are concentrated in few
hands.

irms

A high HHI means a small group of farmers get most of
the CAP payments.
A high Shannon index means payments are more evenly

Both indices give a snapshot of distribution, but focus
on different aspects: HHI on concentration, Shannon on
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Case Study: Pierangeli et al. (2025)

Context & Method
Foreseen impact of CAP Direct Payment Reform 2023-2027 in Italy (BPS = BISS + CRISS)
Period: 2020 (status quo) vs. 2026 (post-reform)
Data: FADN (10,700 farms) + National Register (796,000 farms)

Key Results - Substantial Concentration Reduction
Gini Index: 0.626 = 0.530 (significant improvement)
HHI: 4.65 - 3.27 (major concentration reduction)
80/20 ratio: 8.4 - 5.2 (strong redistributive effect)
CRISS payments most effective (Gini = 0.349 alone)

Connection to 1.26:
Methodological alighment: Same focus on payment concentration
Empirical validation: Research proves 1.26 framework works
Demonstrates: Quantifiable improvements trackable by .26



Pierangeli et al. (2025) Policy Implications and Future Directions

Critical Importance of 1.26 Monitoring
Essential for evidence-based CAP reform evaluation
Enables tracking progress toward equity objectives

Key Policy Recommendations

Immediate Actions:

e Use l.26 results to guide targeted support for vulnerable farms

* Implement complementary social measures for structural inequalities
Longer-term Reforms:

e Address land market distortions and subsidy capitalization

* Enhance regional equity through improved territorial targeting

* Integrate broader income inequality metrics beyond direct payments

Main Takeaways:
Measurement works: CAP 2023-2027 reforms demonstrably fairer
Limitation: Full income equity requires addressing structural factors beyond payments
Evidence-based policy: 1.26 provides robust monitoring framework



Indicator Comparison & Selection Guide

Indicator Best For Key Advantage Main Limitation
80/20 Ratio Policy communication Intuitive, targets extremes Ignores middle distribution
.. Overall inequalit . T Same value for different
Gini Index % Y Uses entire distribution L
assessment distributions

Easy calculation, clear

thresholds Oversimplified view

HHI Concentration analysis

Shannon Index Diversity measurement Captures rare variants well Difficult interpretation

For 1.26 compliance: Focus on 80/20 ratio (easy to communicate) and Gini

For more comprehensive analysis: Combine multiple measures
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