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Abstract. Recent tax reforms contributed to developing a seemingly tax-free agricul-
tural sector in Italy. The purpose of this article is to investigate inconsistencies of the 
cadastral system and analyse whether it contributes to distancing taxation in agricul-
ture from general principles of fairness and economic efficiency. Data from official 
sources are analysed using a composite research design with four methodological 
steps, aimed to: i) investigate differences between cadastral holders and farms; ii) high-
light impacts of structural changes in agriculture; iii) contrast determination proce-
dures for cadastral and capital incomes; and iv) evaluate farmland income as a meas-
ure of income and land value. Findings reveal several limitations of the Italian cadas-
tral system as an instrument for measuring land and business income, highlighting a 
mismatch between property and business income taxation, which makes the distinc-
tion between farmland and agrarian income anachronistic. 

Keywords:	 agriculture, land cadastre, taxation, income, Italy.
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1. INTRODUCTION

Farmers’ protests in Italy were recently triggered by the government’s 
choice to stop the exemption of farm incomes from the personal income tax 
(henceforth, IRPEF, from the Italian acronym “Imposta sul reddito delle persone 
fisiche”), which was introduced in 2016 (Mazzocchi et al., 2024). A new attempt 
was made to placate the protests using taxation, amending art. 1, paragraph 44 
of Law 232/20161, to establish new tax exemptions for farm incomes until 2025. 
Thus, once again, policymakers decided to intervene in a tax system that had 
already been subject to numerous amendments, distorting cadastral-based tax-
ation and losing sight of the constitutional objectives (Visco, 2024).

1 Law n. 232/2016, art. 1, paragraph 44 states that farmland and agrarian incomes are not part of 
the income taxation base for family farmers and professional agricultural entrepreneurs.
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The illusion of the cadastral determination of the 
agricultural income, as opposed to that of any other 
enterprise that carries out its activities in another eco-
nomic sector, definitively waned with the reform of Arti-
cle 2135 of the Italian Civil Code through Legislative 
Decree No. 99/2004 (Coletta et al., 2009). Since then, the 
introduction of mechanisms of differentiated exclusion 
of cadastral tax bases, reserved for certain types of self-
employed agricultural entrepreneurs with given charac-
teristics (L. 232/2016), has continued to result in further 
corporatisation of tax policies in agriculture (Cristofaro, 
2015).

The original setting of the Italian cadastre has been 
maintained since the end of the 19th century2, despite 
repeated interventions. The role of the cadastral system is 
twofold: it carries out and updates the inventory of real 
estate with its graphic representation, and it updates and 
determines taxable incomes (Permanent Committee on 
Cadastre in the European Union, 2009; Zangheri, 1980).

Over the years, the cadastre has represented an impor-
tant tool for ensuring a differentiated fiscal charge for the 
agricultural sector compared with other productive sec-
tors. As a result, a redistribution of income supposedly 
aimed at producing the effect of rebalancing the remunera-
tion of agricultural input has occurred (Pierri, 2015).

The Italian cadastral system has continued to main-
tain considerable autonomy from the taxation system 
outlined in Art. 53 of the Constitution, which would 
have led to a shift from a real-type tax system to a per-
sonal one. However, although cadastral taxation already 
seemed largely unable to consider taxpayer conditions 
and therefore somewhat inadequate for such a pivotal 
role, the application of the first tax reform in 1971 left 
the preexisting cadastral framework unaltered.

The cadastral system was used for the purpose of 
thoroughly approximating actual incomes3, an objective 
partly pursued with the revision of the cadastral valua-
tions for the land cadastre in 1978–79 and of the build-
ing cadastre in 1988–89.

Authorised by the Ministerial Decree of January 20, 
1990, a new revision of the land cadastre was proposed, 
which was supposed to have 1988–89 as a reference peri-

2 L.3682/1886: Messedaglia Law or Law of Land Equalisation, later 
supplemented by Law 976/1939 (Second General Revision of the 
Cadastre). For what concerns the estimative operations for tax pur-
poses, it introduced the use of the company balance sheet on existing 
and ordinary farms and the sum of farmland and agrarian incomes as 
taxable income.
3 Article 2 of Law 825/1971 stated that “determination of the farmland, 
agrarian and building incomes (must be carried out) based on cadas-
tral valuation rates regulated in such a way as to ensure, where possible, 
adherence to actual incomes, except in those cases exhaustively deter-
mined, in which the possibility of divergence and the economic charac-
teristics of the income require direct assessment”.

od. However, the revision was never carried out because 
the Parliament, with Law n. 75/1993, subsequently 
planned to “establish new criteria for the classification 
and determination of the land cadastre values that would 
account for the productive potential of the land”4. This 
legislation, which aimed to simplify the cadastral system, 
was not implemented because of the difficulties encoun-
tered in the elaboration of criteria and methods aimed at 
defining homogeneous classes of land productivity and 
the unrepresentativeness of the database adopted to vali-
date estimations aimed at identifying taxable incomes 
(Zuccolo, 1993). Finally, the Minister of Agriculture 
stopped the reform process with a decree, perhaps due 
to external pressures from those who feared that such a 
new tariff system would have been excessively detrimen-
tal for farmers (Cristofaro, 2015).

Since then, it has been evident to both the academic 
world and those working in the sector that the old quali-
fication and classification system (established in 1939) 
and the criteria and methods used as a basis for estima-
tion operations no longer corresponded to modern pro-
duction systems and actual structural characteristics of 
farms (Pierri, 2015; Simonotti, 2008). Table 1 lists all the 
main regulatory procedures for determining cadastral 
rents related to land in Italy since the beginning of the 
20th century.

However, any successive attempt to revise the land 
cadastre was futile. Furthermore, real-type taxation sys-
tems have been progressively reintroduced, leading to 
the adoption of cadastral incomes as a tax base for real 
estate, despite the inability of this system to express 
actual and potential income and/or asset configurations. 
In such a framework, flat-rate taxation systems charac-
terised by an extreme simplification of accounting obli-
gations have been increasingly adopted in the agricultur-
al sector (Seroglia, 2003).

However, to the best of our knowledge, there is a gap 
(or at least a lack of updated and comprehensive stud-
ies) regarding the ability of the current taxation system 
in agriculture, which is based on the land cadastre, to 
capture both income and land value dynamics in light 
of the structural and regulatory changes that the sector 
has experienced in recent decades in Italy (Bottarelli, 
2017; Ribaudo 1995). Accordingly, whether continuous 
tax concessions and exemptions to farmers are somehow 
technically sound and coherent with the Italian constitu-
tional goals is not clear.

Therefore, the research objective of this paper is to 
provide an updated and detailed evaluation of the poten-
tial divergence and inconsistencies at stake in the cur-

4 Law n. 75/1993 Art.1-sexies.
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rent taxation system for Italian farms, to shed light on 
the main weaknesses and to identify possible amend-
ments and improvements.

Based on previous studies in this field (Bayer et al., 
2018; Golubeva et al., 2021; Kovalchuk et al., 2021), the 
present work aims to investigate and assess the role of the 
Italian land cadastre in identifying taxable agricultural 
incomes and its ability to foster an eventual fair redistri-
bution of wealth to positively affect farm efficiency and 
productivity. For this purpose, data from several Italian 
official sources are used to analyse whether and how the 
taxation of the Italian farming sector is effective.

2. TAXATION FOR THE AGRICULTURAL SECTOR IN 
ITALY

Despite some weak attempts to introduce individu-
al taxation systems, the agricultural sector continues to 
apply income taxes on a real basis, generating an une-
qual taxation system by law. Such a system also applies 
to land leased for agricultural use5: the only case in 
which rent must be declared is when it amounts to less 
than 80% of the revalued farmland income6. This latter 

5 Agricultural land rents are subject to the VAT exemption regime (Arti-
cle 10, p. 1, n. 8 of the Presidential Decree 633/72).
6 This is also referred to as rental income or landlord income and rep-

income is known as reddito dominicale in Italy. Moreo-
ver, the sector benefits from a special VAT exemption 
scheme that allows a tax reduction and therefore implies 
indirect financial support. Additionally, a specific reduc-
tion in the taxation of agricultural-related activities was 
introduced in 2014 through the inclusion of the agrarian 
income7 (known as reddito agrario in Italy) of all activi-
ties related to the handling, processing and marketing of 
agricultural products. Finally, between 2016 and 2017, 
exemptions from the regional production tax (hence-
forth, IRAP, from the Italian acronym “Imposta regionale 
sulle attività produttive”)8, from the local municipal tax 
(named IMU, from the Italian acronym “Imposta munic-
ipale unica”) and from IRPEF for specific farmer catego-
ries9 were introduced.

resents the amount of income deriving from the ownership of land, 
regardless of what is farmed there.
7 This is the income attributed for fiscal purposes to someone – e.g., 
owner, householder – who uses the agricultural land.
8 This is an Italian local tax that is levied on the value of net production 
generated by businesses and professionals at an ordinary rate of 3.9 per-
cent. A reduced rate of 1.9 percent applies to those in the agricultural 
sector. However, since 2017, farmers have been exempted from paying 
the IRAP, figuratively making this concession equals to 3.9% if com-
pared with the initial ordinary rate.
9 Art. 1, paragraph 13 of the Stability Law 2017 (L 232/2016) estab-
lished that “agricultural land owned and managed by family farm-
ers and professional agricultural entrepreneurs is exempt from IMU, 
regardless of its location.”

Table 1. Regulatory procedures for determining cadastral rents related to land in Italy over time.

Year Act of law Entry into 
force

Determination of cadastral incomes 
(amount) Time reference for cadastral 

incomesFarmland income 
(R.D.)

Agrarian income 
(R.A)

1939
Regio Decreto n. 589/1939, convertito nella legge 
29 giugno 39, n. 976 “revisione generale degli estimi 
dei terreni”

1939 R.D. R.A. 1939

1973 D.P.R. 29 settembre 1973, n. 604 -“revisione degli 
estimi e del classamento del catasto terreni” 1984 R.D. R.A. 1939

1984 Pubblicazione ed entrata in vigore Nuove Tariffe 
d’estimo riferite al biennio 1978/79 1984 R.D. R.A. 1978–1979

1990 Catasto Terreni revisione rendite catastali biennio 
1988-89 - D.M. n. 3/355 del 20/01/1990 Not enacted R.D. R.A. 1978–1979

1994 Legge n. 724/1994 Art. 31 comma 1 - 
maggiorazione tariffe d’estimo 1977/78 1995 R.D.+80% R.A. +70% 1978–1979

2012 Legge n. 228/2012 Art. 225 comma 512 - 
maggiorazione tariffe d’estimo 1977/78

2013–2014 R.D. +80%+15% R.A. +70%+15% 1978–1979
2015–2016 R.D. +80%+30% R.A. +70%+30% 1978–1979

2016 Legge n. 232/2016 Art 1 comma 44  - Per gli anni 
2017, 2018 e 2019 poi prorogato fino al 2023 2017–2023 R.D. +80%+30% R.A. +70%+30% 1978–79 (Full exemption for 

CDs and IAPs)

2023
Legge n. 213/2023 e DL 215/2023 - Esenzione 
imposta Redditi Dominicali ed Agrari per fasce di 
reddito imponibile

2024–2025 R.D. +80%+30% R.A. +70%+30% 1979–79 (Full exemption for 
CDs and IAPs)
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The rationale behind these concessions for the 
agricultural sector has been to support small farms, 
which are supposedly less able than large farms to man-
age rural areas and land properly and therefore should 
be encouraged to maintain their production activity 
through reduced fiscal pressure and fiscal charge. Fiscal 
pressure is defined as the ratio of taxes plus social secu-
rity contributions to GDP (ISTAT, 2025), whereas fiscal 
charge measures the share of national income absorbed 
exclusively by tax revenues and is calculated as the ratio 
of taxes to GDP (Agenzia delle Entrate, 2025).

Estimates from the Yearbook of Italian Agriculture 
for the period 2011–2015 (Table 2) measure the differ-
ential of fiscal pressure and fiscal charge in the primary 
sector (which includes agriculture, forestry and fishing) 
compared with other economic sectors.

The data reveal that the fiscal pressure and fis-
cal charge in the primary sector were 19.1% and 7.4%, 
respectively, on average, whereas they were 42.9% and 
27.7%, respectively, for the other productive sectors. In 
addition, the table shows that both indicators decreased 
over time, in contrast to the situation in the other Italian 
economic sectors.

Table 3 lists and quantifies the amounts of some rel-
evant10 tax concessions (including allowances and relief) 
for the Italian farming system.

During the observed period, these overall concessions 
amounted, on average, to 1.85 billion Euro per year. Data 
also show that tax refunds on (mostly fossil) fuels represent 
the main form of benefit for Italian farmers, followed by tax-
ation reductions applied to the VAT (due to the abovemen-
tioned special scheme) as well as IRPEF and social security 
contributions when applied to self-employed workers, such 
as coltivatori diretti (henceforth CD, i.e., family farmers) and 
professional agricultural entrepreneurs (henceforth IAP, 
acronym of imprenditori agricoli principali).

3. MATERIALS AND METHODS

The research design focuses on several assumptions 
and is intended to verify the limitations of the cadastral 
system as a tool for determining the tax base for direct 

10 Data regarding concessions and exemptions for the IMU (i.e., moun-
tain and disadvantaged areas) are not publicly available to our knowledge.

Table 2. Fiscal pressure and fiscal charge from 2011–2015 in Italy by economic sector (as a share of value added, %).

Item 2011 2012 2013 2014 2015 Average 
2011–15

Fiscal pressure
Agriculture, forestry and fishing 21.5 18.8 16.8 19 19.3 19.1
Other sectors 40.7 43.4 43.3 43.5 43.4 42.9
Fiscal charge 
Agriculture, forestry and fishing 9.6 7 5.6 7.1 7.6 7.4
Other sectors 25.7 28.3 27.8 28.2 28.1 27.7

Source: CREA - Council of Research in Agriculture and Analysis of Agricultural Economics (2017).

Table 3. Tax concessions in the agricultural sector (million Euro).

Items 2017 2018 2019 2020 2021 Average 
2017–21

Social security contributions (reductions or exemptions) for: 352 384 183 169 162 250
Employers and their employees 271 303 118 105 100 180
Self-employed workers 81 80 65 64 62 70
Direct and indirect taxation (reductions) for: 1.632 1.637 1.607 1.576 1.529 1.596
IRPEF 195 190 193 193 195 193
VAT 448 431 401 361 331 394
Mineral oil tax refunds 990 1.016 1.012 1.022 1.004 1.009
TOTAL 1.984 2.021 1.789 1.745 1.691 1.846

Source: CREA (2023).
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and indirect taxes. These limitations can be traced back 
to the critical issues described below:
1)	 The divergence between cadastral holders, farms (as 

defined by the ISTAT) and companies carrying out 
agricultural activities.

2)	 Effects induced by structural changes in the agricul-
tural sector after 1978–79 (the date of the last revi-
sion of cadastral tariffs).

3)	 Divergence of determination procedures between 
cadastral income and capital income.

4)	 The inconsistency of farmland income as a measure 
of income and land value in agriculture.
Analyses are mainly based on the regulations in 

force for the latest revision of cadastral estimates (Law 
no. 976/1939 and Ministerial Decree 13/12/1979) and 
the concepts of study farms, farmland income (RD) 
and agrarian income (RA) (Medici, 1948). Specifically, 
study farms are defined as those located within a typical 
municipality of a homogeneous territory (census circle) 
that has a prevalence or almost the totality of a certain 
crop quality (e.g., arable land) (Michieli, 1989).

Then, the farmland income corresponds to the land 
benefit before taxes and is calculated based on the eco-
nomic balance scheme drawn up by the Italian agricul-
tural economist Arrigo Serpieri (1877-1960), on which 
cadastral regulations and cadastral tariffs are based, as 
illustrated below:

RD = Plv - (Qagr + Sv + Sa + St + I) = Rpl – Qf � (1)

where:
PLV = gross saleable production,
Qagr = depreciation allowance on agricultural capital,
Sv = miscellaneous expenses,
Sa = wages,
St = salaries,
I = interest on agricultural capital,
Rpl = gross farm income, and
Qf = depreciation of land capital.

Finally, agrarian income is calculated as follows:

RA = I + Std � (2)

where:
I = interest on agricultural capital, and
Std = wages for managerial work.

3.1. Analytical approach and data

The approaches adopted to verify the abovemen-
tioned potential limitations and weaknesses of the Ital-
ian land cadastre are illustrated in detail in Figure 1.

The following subsections report a detailed descrip-
tion of the independent procedural steps adopted and 
implemented for each of the issues under investigation.

3.1.1. Comparing economic characteristics of cadastral 
holders and agricultural holdings

Based on previous works (Antonietti, 1985; Coletta 
et al., 2009), the limitations of the cadastral system were 
tested using available statistical sources to verify the 
consistency between the principles underlying cadastral 
taxable values and the structural changes that Italian 
agriculture has undergone over the past 70 years.

For this purpose, ISTAT data related to the 2020 
census were compared with VAT turnover data on Ital-
ian agriculture for the year 2020, processed according 
to the ATECO code. Data were provided by the ‘Dipar-
timento delle Finanze Direzione studi e ricerche economici 
fiscali’ of the Italian Ministry of Economy and Finance 
(MEF) and were processed separately by year, turnover 
and type of entity (cooperatives and their consortia, sole 
proprietorships, corporations and partnerships) that sub-
mitted the annual VAT return for 2020.

3.1.2. Evaluating impacts of structural changes in agricul-
ture

After the unification of Italy, the land cadastre was 
regulated by the Messedaglia Law (Law No. 3682 of 
March 1, 1886) and Regulation No. 4871 of August 2, 
1887. The land tax based on the land registry (i.e., the 
farmland income) was closely linked to land owner-
ship, reflecting the centrality of land as the main source 

•Aim: Comparing economic characteristics of cadastral
holders and agricultural holdings.
•Data source(s): Istat census, MEF

Step 1

•Aim: Evaluating impacts of structural changes in
agriculture.
•Data source(s): Istat census

Step 2

•Aim: Contrasting determination procedures for cadastral
income and capital income.
• Data source(s): Istat (economic performance of
agricultural holdings; national accounts), CREA

Step 3

•Aim: Comparing farmland income as a measure of income
and land value in agriculture.
•Data source(s): CREA, Regione Umbria (Expropriation
Commission)

Step 4

Figure 1. Research design: Methodological steps, aims and data.
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of wealth at that time: other types of income (such as 
labour and capital) were therefore not considered tax-
able at all. Only later was a tax on movable wealth intro-
duced into the Italian tax system, which charged profes-
sions, arts and crafts and was based on self-declaration 
by taxpayers; in the agricultural sector, for example, it 
was determined by means of the agricultural tax base 
(established by Royal Decree No. 16 of January 4, 1923) 
but introduced only with the revision of the estimates 
in 1939. However, most of the land at the time was in 
the hands of capitalist landowners. Therefore, given the 
small size of the farming property, it was decided not 
to tax income generated from the work of family farm-
ers (which was somehow categorised as self-employed in 
the agricultural sector). This principle, which inspired 
the founding law determining the taxable farmland and 
agrarian values, remains unchanged today, although it 
appears anachronistic.

Accordingly, the empirical analysis verifies whether 
the assumptions underlying the system for the determi-
nation of farmland income and agrarian income are ful-
filled.

The analysis was structured using the data from the 
ISTAT agricultural censuses of the last 50 years to inves-
tigate whether i) the prevalent form of conduct, both in 
terms of production units and utilised agricultural area, 
is represented by the family farm and/or professional 
agricultural entrepreneur as well as whether ii) the form 
of conduct corresponding to the management with wage 
labour is currently a minority.

A further check was carried out by processing 
ISTAT aggregate data on the economic performance of 
farms and those on regular and irregular employment in 
the agricultural sector for the past decade (2011–2021) to 
calculate the following equation:
–	 The ratio of total WU to employee WU.
–	 The estimate of the average hourly compensation of 

employees as the ratio of internal employee income, 
net of social security and insurance contributions, to 
total employee hours.

–	 The estimate of the average compensation of 
employees as the ratio of total employee income, net 
of contributions, to the number of employees.

–	 The estimate of total income from self-employment, 
not subject to taxation, as the ratio of the average 
hourly remuneration of employees, net of contribu-
tions, to the total hours worked by self-employed 
workers.

–	 The estimate of the average remuneration of self-
employed workers as the ratio of the total value 
of self-employment income to the number of self-
employed workers.

3.1.3. Contrasting determination procedures for cadastral 
income and capital income

Previous approaches in the literature have been lim-
ited to determining taxable income from capital and self-
employment based on ISTAT data on national accounts 
(Coletta et al., 2009). This analysis instead makes use 
of ISTAT data on the economic performance of agricul-
tural holdings and the value of the fixed capital stock 
by sector from the national accounts to reconstruct the 
aggregate taxable value subject to taxation for the period 
2011–2021. Specifically, starting from the definitions of 
farmland income and agrarian income mentioned above, 
the value of the total taxable income subject to taxation 
was estimated as follows:
–	 The values of gross saleable production and variable 

costs were defined based on the value of production 
and value added at constant prices (i.e., net of taxes 
on products and gross of subsidies on products).

–	 The value of wages and salaries was derived from 
the domestic compensation of employees in current 
prices.

–	 Self-employment incomes were estimated based on 
the hourly rate of compensation of employees, net 
of contribution charges for hours worked by self-
employed persons derived from national accounts 
data, multiplied by the hours worked by the self-
employed in the sector.

–	 Depreciation typically represents the loss in val-
ue, which is calculated at the current replacement 
cost, suffered by fixed assets (e.g., machinery, plant, 
means of transport) during the year due to physical 
deterioration, obsolescence (loss of economic value 
of capital goods due to technical progress incorpo-
rated into new goods) and insured accidental dam-
age (e.g., fire, accident, shipwreck) (ISTAT, 2025). 
Specifically, data concerning the depreciation of 
farm buildings, fixed equipment and land improve-
ments were derived from ISTAT national accounts 
for the agricultural sector. Depreciation of plants 
and equipment as well as of multiannual crops was 
also obtained from the same source.

–	 The value of interest on agricultural capital was 
derived by assigning a rate of 2% to half of the value 
of the sector’s net fixed capital stock determined at 
current replacement prices.

–	 The same data used to determine cadastral income 
were then analysed in the form of a step-by-step 
profit and loss account to show the gross operating 
surplus net of estimated depreciation.

–	 Finally, the value of financial transfers from Pil-
lar I CAP interventions provided by the Council of 
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Research in Agriculture and Analysis of Agricul-
tural Economics (CREA) was added to highlight its 
impact on taxable income.

3.1.4. Comparing farmland income as a measure of 
income and land value in agriculture

The failed revision of the cadastral tariffs and uni-
tary rates for farmland income in the two-year period 
of 1978–79 resulted in continuous attempts to update 
their values over time through differentiated coefficients 
to establish direct taxes on income from land, indirect 
taxes of patrimonial nature (e.g., the Imposta municipale 
unica, IMU) and the transfer of assets by inheritance.

Here, the analysis focused on certain crop qualities 
of the best agricultural land belonging to a homogene-
ous territorial area in Umbria to compare the following:
–	 The taxable land income11 (based on the cadastral 

system in force) with the values of the land rents 
recorded by the CREA (2023) regional report on 
the rental market and from the database of annual 
rents by type of farm and crop quality in the Umbria 
Region (CREA, 2025).

–	 The cadastral values of agricultural land used for 
the determination of the IMU taxable income12 
and for inheritance purposes, with the average 
market values derived from the ‘Overview of agri-
cultural values by type of crop of land included in 
the individual agricultural regions of the provinces 
of Perugia and Terni, valid for the calendar year 
2023’ published by the Regione Umbria (2022) and 
determined by the Regional Expropriation Com-
mission.

4. RESULTS AND DISCUSSION

Hereafter, we report the findings of the empirical 
analysis aimed at shedding light on the potential limita-

11 In particular, the taxable farmland income was determined based on 
the current tax legislation in force according to the subjective character-
istics of the taxpayer; thus:
– In the case of a landowner, the farmland income (referred to 1978/79) 
is revalued by 80 percent and further revalued by 30 percent, yielding a 
coefficient of increase equal to 2.34 (since RD *1.80 *1.30 = RD * 2.34);
– In the case where the owner is a direct cultivator or professional 
farmer, the farmland income (referring to 1978/79) is revalued only by 
80 (RD x1.80).
12 The tax base for the IMU of agricultural land is determined equal 
to or greater than the farmland income multiplied by 168.75 (number 
obtained by applying a revaluation coefficient equal to 25% and a mul-
tiplier equal to 135). For the inheritance tax, since 2004, the tax base is 
determined equal to or greater than the farmland income of agricultural 
land multiplied by 112.50.

tions of the current system of cadastral taxation in Ital-
ian agriculture we previously identified and described. 
Each of the following sections reports evidence related to 
one of the abovementioned issues under investigation.

4.1. Composition and fiscal framework of farms

The census records of the land cadastre (updated 
to 2022) include approximately 86 million cadastral 
parcels, of which more than 60 million are income-
producing. The number of cadastral positions13 in Italy 
is more than 6.5 million (accounting for only cadas-
tral parcels associated with farmland and agrarian 
incomes), in contrast to the 1.133 million farms sur-
veyed by ISTAT (2020) and the 451,734 VAT fiscal posi-
tions with ATECO 01.4-digit codes14. Specifically, agri-
cultural holdings (farms) according to the ISTAT are 
technical‒economic units consisting of land, even in 
noncontiguous plots, and possibly of various facilities 
and equipment, on which agricultural activity is car-
ried out, as either the principal or a secondary activity. 
VAT returns in agriculture identify businesses (natural 
and legal persons) in the records of the Italian Revenue 
Agency (Agenzia delle Entrate) that carry out agricul-
tural, livestock and forestry activities on a professional 
basis. Specifically, annual VAT returns in agriculture in 
Italy identify businesses with turnover exceeding 7,000 
euros that have not opted for the exemption scheme. 
Therefore, the numbers of cadastral companies, farms 
and VAT fiscal positions in agriculture do not match 
because taxpayers who declare income from land can 
be divided into three different categories, which we 
identified and described by combining ISTAT informa-
tion (regarding ATECO) and tax statistics (referring to 
VAT returns), as follows:
a)	 Landowners who:
–	 Manage property and obtain rents. They are exempt 

from VAT because they do not carry out business 
activities and pay income taxes on a cadastral basis 
regardless of the rent received.

–	 Use the land for recreational purposes, i.e., absentee 
owners. These landowners are exempted from VAT 

13 They represent individuals who are registered as holders of real estate 
in the Italian land register.
14 ATECO is the classification of economic activities adopted by the 
ISTAT for statistical purposes, i.e., for the production and dissemination 
of official statistical data. ATECO is the national version of the NACE 
nomenclature. NACE is the acronym for “Nomenclature statistique des 
activités économiques dans la Communauté européenne” (i.e., the “statis-
tical classification of economic activities in the European Community”) 
and is the subject of legislation at the European Union level that impos-
es the uniform use of the classification within all Member States. The 
ATECO codes from 01.1–01.7 refer to the agricultural sector.
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because they do not carry out business activities and 
pay taxes on income on a cadastral basis.

b)	 Landowners who carry out a productive activity 
that cannot be classified under ATECO codes 01.1 
to 01.7 and that ISTAT considers similar to agricul-
tural businesses under VAT exemptions and, there-
fore, do not have a VAT registration number. They 
are exempt from any accounting or other obliga-
tions. Moreover, they do not appear in the statistical 
data of VAT returns, and they pay income taxes on a 
cadastral basis.

c)	 Professional agricultural businesses owning or rent-
ing all or part of the land they manage, which own 
a VAT registration number and are classified under 
ATECO codes 01.1 to 01.7. They pay income taxes on 
a cadastral basis if they are natural persons (includ-
ing partnership companies) or on a balance sheet 
accounting basis if they are legal entities (i.e., corpo-
rations15).
The existence of such a variety of taxpayers who 

declare income from land explains the numerical dif-
ferences between the number of cadastral positions, the 
number of farms surveyed by the 2020 ISTAT census of 
agriculture, and the number of VAT returns identifying 
businesses carrying out agricultural, livestock and for-
estry activities on a professional basis.

For the first two categories, which are numerically 
predominant, only information on the cadastral tax-
able income ability is available, and it is therefore almost 
impossible to measure actual profitability. The third 
category represents almost one-third of the agricultural 
companies registered by the ISTAT census and is the 
only one for which it is possible to evaluate turnover so 
that the general and sectoral participation in primary 
production can be weighed.

Accordingly, a more realistic and accurate picture of 
the companies operating in the agricultural sector on a 
professional basis can be provided by data referring to 
the amount of turnover16 declared for tax purposes from 

15 For limited companies, the standard tax regime is balance sheet taxa-
tion. Agricultural limited liability companies may opt for taxation on a 
cadastral basis (as established by paragraphs 1093–1095 of Article 1 of 
Law No. 296 of December 27, 2006 – Provisions for the preparation of 
the annual and multiyear State budget – 2007 Finance Law). Once the 
option has been made, then the taxpayer is bound to apply the chosen 
regime for at least three years (Circular 10/E 2010 Revenue Agency).
16 According to the ISTAT, turnover is defined as “[an economic meas-
ure that] includes sales of products manufactured by the enterprise, 
receipts for processing followed on behalf of third parties, receipts for 
any nonindustrial services provided to third parties (e.g., commissions, 
machinery rentals), sales of goods purchased in the enterprise’s own 
name and resold without processing, commissions and other fees for 
sales of goods for third parties, gross receipts from traffic and services 
to third parties. Turnover is required gross of all expenses charged to 

different typologies of VAT returns (individuals, compa-
nies, and corporations) related to ATECO (Table 4).

On the one hand, the table reveals that individu-
als represent approximately 80% of the overall number 
of VAT returns, but they generate only one-third of the 
overall amount of turnover. On the other hand, although 
corporations represent only 5.4% of the overall number 
of VAT returns, they contribute to generating 42% of the 
overall turnover of the primary sector.

4.2. Effects of structural changes in agriculture

Over the last 50 years, both the structure of farms 
and the characteristics of farmers (and similar entrepre-
neurial figures) have changed radically. In this context, 
the structure of land ownership in the first agricultural 
census (1861) in Italy revealed a prevalence of capitalist 
holdings, with direct forms of tenancy or coparticipa-
tion, and a reduced presence of family farms (i.e., direct 
management). This productive structure did not require 
the consideration of taxable income among the self-
employed in agriculture, who were in fact excluded from 
any form of taxation17.

Moreover, in the second postwar period, data on the 
distribution of land ownership reveal that private prop-
erties with areas greater than 50 hectares accounted for 
81% of the national cadastral area18. Direct management 
was still low and was represented mainly by small pro-
duction units.

Later census data from 1961 to 2020 are summarised 
in Table 5 and reported graphically in Figure 2.

The data reveal that family farms were clearly preva-
lent in terms of farmland ownership, despite the emer-
gence of self-employed agricultural entrepreneurs, such 

clients (e.g., transportation, packaging, insurance) and all indirect taxes 
on manufacturing, consumption, etc., except VAT invoiced to custom-
ers, net of rebates and discounts granted to customers and returned 
goods. Export tax refunds, interest on arrears, and interest on instal-
ment sales are also excluded”.
17 Direct taxation on labour, professional and commercial income had 
been subject to mobile wealth tax since 1877 (T.U. n. 402 of 24 August 
1877). By Royal Decree n. 16 of 4 January 1923, the agrarian income 
earned by the owner from the cultivation of his land, whether directly 
or under the sharecropping or tenant farming system, as well as the 
income of the sharecropper or tenant farmer, was subject to the taxa-
tion of mobile wealth. To facilitate its determination and with the revi-
sion of cadastral valuations in 1939, Royal Decree Law n. 589 of 4 April 
1939 established agrarian income as the income from working capital 
and management labour and resulting from the formation of the valu-
ation rates, excluding the income from manual labour provided by 
anyone. For this purpose, agrarian income rates were determined per 
unit area of each quality and class. These basic principles of the mobile 
wealth tax remained unchanged until the 1950s.
18 Source: Medici (1956).
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as professional agricultural entrepreneurs and similar 
subjects. Taken together, these latter categories represent 
a sort of tax-exempt category both within the agricultur-
al sector and compared with other small self-employed 
entrepreneurs in the manufacturing and service sectors, 
which are instead subject to personal taxation systems.

Furthermore, data on employment in the agricultur-
al sector by labour positions as identified in the ISTAT 
national accounts (and broken down by labour units and 
hours worked) indicate an agricultural sector where self-
employed workers predominate (Table 6).

The table also shows that the annual work units 
(AWUs) of employees in the primary sector represent 
approximately one-fifth of the total number of AWUs in 
the period 2011–2017. Moreover, their hours of employ-
ment represent approximately one-third of the total 
number of working hours from 2020–2021.

Therefore, the taxation of agricultural incomes 
under the current cadastral system neglects the remain-
ing amount (i.e., two-thirds) of working hours, thus 
excluding self-employment income in the agricultural 
sector. In this context, self-employed workers in agricul-
ture are also the main beneficiaries of the income sup-
port offered by the first pillar of the Common Agricul-
tural Policy (CAP), which results in a high level of trans-
fer inefficiency (Ciliberti et al., 2022). In this regard, 
importantly, the selection of cadastral quantification 
for entrepreneurial income was, at the time, a political 
choice. Cadastral incomes do not reflect actual incomes, 
as they are the result of political decisions made almost a 
century ago (1939) in an entirely different economic con-
text (where the Common Agricultural Policy had not yet 
been launched).

Moreover, the revision of the civil law system (intro-
duced by Legislative Decree N. 228/2001 on the orienta-
tion and modernisation of the agricultural sector) has 
not been followed by a real harmonisation of the taxa-
tion process. In fact, the taxable incomes stemming from 
all the so-called “connected” activities in agriculture 
(i.e., processing and/or selling of agri-food products) 
have mostly been incorporated within the traditional 
agrarian taxable amount.

Because of the lack of tax harmonisation, a substan-
tial difference in tax treatment persists for the following 
reasons:
–	 Agricultural activities recognised as such for civil 

law purposes but not for tax purposes.
–	 Agricultural activities absorbed by the agrarian 

cadastral taxable amount.
–	 Other agricultural activities that, although recog-

nised for tax purposes as agricultural activities, are 
not absorbed by the cadastral taxable amount and 
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whose taxable income is determined at a diversified 
flat rate.

–	 Agricultural activities that do or do not require the 
presence of instrumental inputs and that are sub-
ject to both separate taxation and the Italian tax for 
indivisible public services (i.e., TASI, acronym of 
tributo per i servizi indivisibili)19; and

19 The marketing and sale of agricultural products in business facilities 

–	 Agricultural land that, to all intents and purposes, 
is an instrumental asset, subject or not subject to 
the land tax (IMU) according to its altitude and the 
entrepreneurial subject that holds it.

subject to TASI and that do not fall within the same production range 
as the agricultural business (e.g., sale of potatoes at a fruit farm shop) 
are subject to separate taxation, even though they fall within the scope 
of the marketing and promotion of agricultural products provided for 
in Article 2135 of the Italian Civil Code.

Table 5. Farms and farmland by form of management. 

Form of management
CENSUS 1961 CENSUS 1982 CENSUS 2000 CENSUS 2010 CENSUS 2020

Farms Farmland 
(ha) Farms Farmland 

(ha) Farms Farmland 
(ha) Farms Farmland 

(ha) Farms Farmland 
(ha)

Direct management 3,485,968 13,218,237 3,063,010 16,597,798 2,457,960 13,868,478 1,546,507 12,927,680 1,047,976 12,298,323
Management with 
wage labour 330,060 9,158,660 152,250 6,209,702 132,935 5,706,993 66,490 2,323,913 81,679 3,029,486

Sharecropping 316,549 3,125,536 39,550 389,274 1,487 17,242 - - - -
Other forms of 
management 161,347 1,069,132 15,750 363,150 708 14,381 7,887 1,829,506 16,059 1,197,664

Total 4,293,924 26,571,665 3,270,560 23,559,924 2,593,090 19,607,094 1,620,884 17,081,099 1,145,714 16,525,473

Form of management
CENSUS 1961 CENSUS 1982 CENSUS 2000 CENSUS 2010 CENSUS 2020

Farms Farmland 
(ha) Farms Farmland 

(ha) Farms Farmland 
(ha) Farms Farmland 

(ha) Farms Farmland 
(ha)

Direct management 81% 50% 94% 70% 95% 71% 95% 76% 91% 74%
Management with 
wage labour 8% 34% 5% 26% 5% 29% 4% 14% 7% 18%

Sharecropping 7% 12% 1% 2% 0% 0% - - - -
Other forms of 
management 4% 4% 0% 2% 0% 0% 1% 11% 1% 7%

Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Source: our elaboration on ISTAT data.

Table 6. Main annual national accounts of aggregates and employment for crop and animal production, hunting and related services.

Crop and animal production, hunting and related services 2011 2013 2015 2017 2020 2021

AWU (annual working units) – total 969,074 992,157 853,686 830,000 N/A N/A
AWU (annual working units) – employees 185,946 206,635 196,921 172,000 N/A N/A
Employees (000) N/A 407.5 423.8 449.3 453.5 453.4
Self-employed workers (000) N/A 463.7 461.2 443.8 423.6 415.9
Internal income from employment (millions of €) 6,643.6 6,770.5 7,564.7 8,116.2 8,679.8 9,010.2
Employee remuneration - net of contributions (millions of €) 5,407.9 5,588.4 6,223.3 6,642.5 7,125.7 7,369.7
Hours of employment (000) 658,315.9 644,644.7 673,917.1 727,506.6 717,818.4 741,436.6
Employees estimated average hourly wage (€/h) 8.2 8.7 9.2 9.1 9.9 9.9
Employees estimated average income (€/per capita) N/A 1,582.0 1,590.2 1,619.2 1,582.8 1,635.3
Self-employed working hours (000) 1,627,075.0 1,548,560.2 1,614,245.5 1,562,139.3 1,484,639.9 1,531,523.9
Estimated self-employment incomes (millions of €) 13,366.0 13,424.4 14,906.8 14,263.1 14,737.8 15,223.0
Estimated self-employment average income (€/per capita) N/A 28,950.6 32,321.7 32,138.6 34,791.9 36,602.5
Total working hours (000) 2,285,390.9 2,193,204.9 2,288,162.6 2,289,645.9 2,202,458.3 2,272,960.5
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Apart from the activities “connected” to agriculture, 
which are not absorbed by the cadastral taxable amount, 
the main distorting element of taxation in agriculture 
is how cadastral rates are determined. Indeed, they still 
tend to be used as a tax base with differentiated multipli-
er coefficients that are logically disconnected from both 
the reality and the structural changes that agriculture has 
undergone since the last revision of the cadastral rates.

As already mentioned, for the purposes of determin-
ing the taxable cadastral value, cadastral income is cur-
rently increased by different coefficients depending on 
whether the owner is an agricultural entrepreneur or a 
family farmer and/or a professional agricultural entre-
preneur. However, such a differentiation does not appear 
logical in terms of tax consistency. Farmland income 
constitutes, in fact, the taxable base of land capital alone, 
which is deployed in a virtually identical manner by the 
various types of entrepreneurs subject to taxation. In 
contrast, the distinctive elements that differentiate these 
types of entrepreneurs are the prevalence of time spent 
and/or income earned from agricultural activities. How-
ever, counterintuitively, this latter aspect does not con-
tribute to determining the taxable amount.

4.3. Effects of income dynamics in agriculture

The 1939 revision of the land valuations focused on 
the determination of land rent, which was deduced from 

units of production considered homogeneous and repre-
sentative in terms of the production type and system. It 
follows that cadastral land taxation measures a differential 
of land income resulting from the use of production fac-
tors, which are barely in line with the reality of produc-
tion or the changes introduced by agricultural policies 
since 1978 (Ceccaroni Cambi Voglia and Venzi, 1997).

Some statistical data taken from ISTAT national 
accounts (Table 7) clarify whether the system of cadas-
tral income determination is detached from reality and 
from the level of capital income it should measure to 
properly achieve the goal of fiscal equalisation.

The analysis demonstrates the inability of the cadas-
tral system to measure the contributory and earning 
capacity of the agricultural production sector. In the 
absence of EU contributions in the form of income com-
pensation, the earning capacity of the sector is charac-
terised by negative capital income as a whole and by a 
significant share of self-employment income that the 
cadastral system, as it was conceived, is unable to con-
sider and tax.

Furthermore, Table 8 shows the results of another 
analysis based on data taken from national accounts 
for the period 2011–2021. The findings show that, over 
the period observed, the production sector generated an 
average annual taxable income estimated at 14.738 mil-
lion Euro. This latter is mostly determined by the self-
employment income of farm owners and/or their unpaid 

Figure 2. Farms (a, c) and farmland (b, d) by form of management.

(a) (b) 

(c) (d) 
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or non-transparently remunerated assistants. In other 
words, these results show that the primary sector is able 
to generate significant labour and capital income that is 
generally not subject to taxation, confirming previous 
evidence from Coletta et al. (2009). Moreover, this eco-
nomic performance further improves when the value 
of income financial support under the first pillar of the 
CAP is considered.

All in all, the findings confirm previous evidence 
that the Italian land cadastre provides a tax base that is 
inadequate vis à vis the current profitability framework 
of the agricultural sector (Colombo, 2003; Pierri, 2015). 
Additionally, the inadequacy of the IRPEF levy from 
cadastral-determined entrepreneurial income in com-
parison to the increasing amount of farmland managed 
by individuals who are self-employed in agriculture sup-
ports the argument of an excessive benevolence of the 
national fiscal authorities regarding agriculture.

To achieve transparency and better equalise the 
taxation system in agriculture, it would be necessary 
to shift to the evaluation of forms of taxation of both 
capital income and self-employment income in agri-
culture to reveal other tax bases often hiding forms 
of exploitation and undeclared work in agriculture20. 
Currently, however, the fiscal irrelevance for agricul-
tural companies of the cost of fixed-term dependent 
labour and/or seasonal workers does not allow unde-
clared work in agriculture to be discovered, with nega-
tive consequences in terms of social security contribu-
tions and taxable incomes.

4.4. Effects of the dynamics of land values in agriculture

Finally, another fundamental aspect relates to the 
use of farmland income rates to define land values for 
inheritance and the IMU tax base for land in no moun-
tainous and disadvantaged areas held by nonexempt per-
sons (provided that they operate in the agricultural pro-
duction sector).

The proliferation of differentiated coefficients and 
the corporatisation of tax policies have led to objective 
criticism for at least two reasons:

20 Agriculture is widely recognised as one of the economic sectors most 
characterised by the phenomenon of informal or undeclared work 
resulting in the nonpayment or partial payment of taxes and social 
security contributions. This is a social problem that cyclically re-emerg-
es despite being a subject of debate for over 50 years. Efforts to fight 
this issue by ministerial decree or with inspections by the National 
Labour Inspectorate have never proved to offer an effective solution, 
and the phenomenon remains widespread throughout the country and 
reaches critical levels in Southern Italy, where Eurispes estimated the 
incidence of undeclared work in agriculture at 31.7% in 2013.Ta
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–	 The tax bases of the different indirect taxes for 
determining land values are incomprehensibly dif-
ferentiated, and

–	 The cadastral incomes are determined by differen-
tial classes of merit, which were conceived in 1937–
39, without considering the evolution of technologies 
in the current economic context.
The consistency between the cadastral value and the 

value of agricultural land is shown in Table 9, where, for 
the best arable land in Umbria (belonging to the same 
homogeneous agricultural region in municipalities bor-
dering the Tiber Valley), we compared the following:
–	 The tax value determined based on the farmland 

income, multiplied by differentiated coefficients for 
the purposes of paying property taxes (i.e., IMU) 
and for the purposes of declaring mortgage, cadas-
tral and inheritance taxes.

–	 The regional agricultural values for the calendar 
year 2023, determined by the Regional Expropria-
tion Commission.

–	 The unit taxable value of the farmland income for 
the corresponding crop quality, revalued in a differ-
entiated manner and used for the purposes of pay-
ing income tax by both landowners and those clas-
sified as family farmers or professional agricultural 
entrepreneurs.
The comparison between tax values and the pruden-

tial reference values determined by the Regional Expropri-
ation Commission revealed a significant undervaluation of 
the tax value for inheritance purposes compared with the 
value of the land (with differences ranging from €10,000 to 
€15,000 per hectare, compared with an average land value 
of approximately €20,000 per hectare). This phenomenon 
causes a generalised benefit for all land ownership, regard-
less of the form of management. These results are perfectly 
in line with those of Agosta et al. (2022) and Asciuto et al. 
(2008), who reported that tax values were consistently low-
er than market prices in Sicily. Empirical evidence there-
fore confirms a considerable discrepancy between these 
two economic parameters due to the erroneous quantifica-
tion of the multiplier coefficients used to calculate tax val-
ues from the revalued farmland incomes.

To summarise the phenomena under investigation, 
Figure 3 - Panel a shows that taxes due by landowners, 
dedicated to the mere management of land assets on the 
plains benefitting from rents, are established based on a 
taxable income defined on a cadastral basis, which, for 
the plains of Umbria, is, on average, equal to 30% of the 
rent. Conversely, family farmers and professional agri-
cultural entrepreneurs pay taxes on land taxable income 
that is defined on a cadastral basis, which corresponds, 
on average, to 23% of the use value of land (i.e., the ordi-

nary rent) of the land owned for representative irrigated 
arable crops in Umbrian plain areas.

Moreover, in both cases, in the case of mortis causa 
succession, family farmers and professional agricultural 
entrepreneurs pay cadastral, mortgage and inheritance 
taxes based on a taxable income defined on a cadastral 
basis that ranges from 37–41% of the normal agricul-
tural value for irrigated plain land in Umbria. Thus, the 
discrepancy between the cadastral taxable amount and 
the normal value reduces the taxation of both cadastral 
mortgage taxes and transferred assets.

In other EU countries, the levy on income in the 
agricultural sector for tax purposes is quite similar to 
those in other economic sectors. It differs in some cases 
for flat-rate systems by type of enterprise; the only state 
that continues to adopt the cadastral system for deter-
mining direct taxes is Italy (Seroglia, 2003).

Table 10 summarises the different regimes for deter-
mining the tax bases for some EU countries in relation 
to personal income taxation and wealth, inheritance and 
registration taxes.

What emerges is that, except in the case of the VAT, 
for which there is currently a certain degree of uniform-
ity in Europe owing to harmonisation policies, the struc-
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ture of the individual taxes is diversified across the EU 
countries under analysis. However, taxation in agricul-
ture is predominantly oriented towards normal cost and 
revenue regimes and is not differentiated from taxation 
in other production sectors.

The case of taxes on assets or on the transfer of 
real estate rights is different; however, cadastral or con-
ventional values offer a useful reference for simplifying 
the determination of the taxable amount subject to lev-
ies. One interesting case is represented by the Austro-
Hungarian cadastre (called the “property tax cadastre”), 
from which Italy derived its cadastral system of assess-
ment and determination of the land valuation rate. It 
lost its initial function of reference for the calculation of 
the Austrian property tax in 1968 due to fiscal reforms. 
In this case, the so-called Einheitswert, or “Austrian 
cadastral value,” is adopted to calculate the tax base for 
property taxes. Specifically, it has been updated to 1 
January 2023 for agricultural and forestry property and 
attached business premises. Moreover, for indirect taxes, 
the Einheitswert is used only in the case of land trans-
fers to direct descendants, ascendants, and relatives and 
in the case of inheritance; in all other cases, the taxable 
amount is determined by the actual amount paid.

Finally, the table reveals that incomes from agricul-
tural activity are taxed based on profits, even if in differ-
ent ways.

5. FINAL CONSIDERATIONS AND 
RECOMMENDATIONS

Originally, cadastral incomes were introduced to sim-
plify the taxation process for those working in the agricul-
tural sector by assigning an ordinary income for specific 
territorial districts and types of farming. These incomes 
were intended to remain stable for long periods (at least 
10 years). However, such an approach based on average 
sectoral income does not fit with the characteristics of the 
current Italian agricultural context, which is largely multi-
faceted and where profitability increasingly depends more 
on business models (including or not directly process-
ing and selling agricultural products or providing a wide 
range of services) than on types of farming and geograph-
ical location. In detail, several limitations of the Italian 
cadastral system as an instrument for measuring land and 
business incomes emerged throughout this work, which 
can be summarized as follows:
–	 The structural data of agricultural holdings by type 

of management confirmed the predominance of 
direct management across farms. This fact is also 
proven in numerical terms by the distribution of 
VAT returns by turnover class and type of enter-
prise. Thus, the determination of business income 
through the cadastral taxable amount brought to 
the exclusion from any form of taxation of those 

Table 10. Criteria for determining the tax base: a comparison across some EU countries.

Country Income tax Property tax Inheritance tax
Tax on real estate 

transaction (registration 
tax)

Austria Incomes – Flat rate for 
small enterprises Cadastral value Cadastral value Market value

Belgium Incomes N/A Market value and cadastral 
value Market value

Denmark Incomes Market value Market value N/A
Finland Incomes Market value Conventional value Market value

France Incomes Cadastral value Market value with benefits 
for agriculture

Market value with benefits 
for agriculture

Germany Incomes – Flat rate for 
small enterprises Conventional value Conventional value Market value with benefits 

for agriculture
Greece Incomes N/A N/A Market value

Italy Cadastral value Cadastral value with 
benefits for agriculture Cadastral value Market value with 

subsidised rates
The Netherlands Incomes Market value Market value Market value

Portugal Incomes – Flat rate for 
small enterprises Market value Cadastral value Market value

Spain Incomes N/A Market value (if higher 
than cadastral value)

Market value (if higher 
than cadastral value)

Sweden Incomes N/A Market value Market value

Source: own elaboration on Cristofaro (1997; 2017) and van der Veen et al. (2007) – N/A: information not available.
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incomes earned by self-employed agricultural entre-
preneurs (either landowner or tenant).

–	 The analysis of national accounts for the period 2011-
2021 showed that the agricultural sector generated 
an estimated annual taxable income of around €15 
billion on average, mainly determined by the self-
employment income of farm owners and their fami-
lies, which is not subject to any form of taxation.

–	 Farm incomes have not grown uniformly across the 
different regions of the country since the revision of 
the cadastral valuations for the land cadastre in 1978–
79. Thus, no plausible argument can still support the 
hypothesis of a revision of the tax base linked to the 
application of multiplier coefficients rather than to a 
comprehensive revision of the taxation system based 
on the results of accurate business studies.

–	 The decision to tax the agricultural sector through 
systems based on average ordinary incomes has led 
over time to a significant divergence between cadas-
tral income values and market values, because of the 
inadequacy of both the multiplier coefficients and 
the cadastral rents vis à vis the profound changes 
that have taken place in Italian agriculture over the 
last 50 years.

–	 A comparison between agricultural values, ordi-
nary rents and the current taxable base for farmland 
income has highlighted how it is undeniable that 
the system of taxation of land income on a cadastral 
basis leads to a significant erosion of the taxable base 
for both direct and indirect taxes in agriculture. 

–	 Even if one were to opt for a taxation system that is 
not personal and progressive but real and propor-
tional, the schemes and valuation techniques of the 
1939 land cadastre are certainly not reproducible.
Overall, there is a clear mismatch between property 

taxation and business income taxation, which makes 
the distinction between farmland and agrarian income 
anachronistic. The results confirm previous evidence 
(Abbozzo, 1984; Lechi, 1993; Lechi and Segale, 1998; 
Guerrieri, 2003) and highlight that agricultural produc-
tion is carried out by less than one-quarter of the farms 
surveyed by ISTAT and that the tax system is detached 
from this reality.

Therefore, the limitations of the cadastral sys-
tem should lead to its abandonment as an instrument 
for defining ordinary average incomes as a tax base for 
direct taxes (Ribaudo, 1995; Schifani, 1985). However, 
the land cadastre could maintain its civil functions by 
guaranteeing historical cadastral continuity and the sub-
jective and objective variations indispensable for ascer-
taining property rights (Agosta et al., 2022). Similarly, it 
could retain the function of determining conventional 

and/or cadastral reference values as a tax base for indi-
rect taxes, similar to what has been done in other Euro-
pean countries (e.g., Austria).

5.1. Recommendations and pending questions

To achieve such a reform of the Italian cadastral sys-
tem, the Italian Revenue Agency should concentrate its 
human resources and expertise on the following steps:
–	 Review and update crop qualities with a consider-

able simplification of the cartographic representation 
for the cadastral base;

–	 Create a cadastral map and census of territories 
characterised by conditions of economic marginal-
ity and affected by environmental constraints, where 
the priorities of land protection and conservation 
should reduce the taxable land value;

–	 Set up a ‘Land Value Survey Agency’ that can pro-
vide a public database of agricultural land property 
values, which would fill a crucial gap in the valua-
tion activities of both public and private entities; 
and

–	 Implement a system of ‘conventional cadastral val-
ues’ to be used as a tax base for indirect taxes on 
transfers, inheritances and other land taxes that cur-
rently use cadastral incomes as a tax base.
The use and implementation of the information 

already existing in the databases (such as land values 
and rents and agricultural values), together with the 
experience and data held by the Italian Revenue Agency, 
could be instrumental in achieving such an objective.

In contrast, owing to political pressure from agri-
cultural stakeholders, the recent enabling act on tax 
reform21 does not seem to address these issues. In addi-
tion, any attempt to reform the status quo could face 
strong resistance, such as in the case of the recent pro-
test by farmers, unless an inclusive and shared process of 
redesigning taxation in this sector is promoted. Conse-
quently, the cadastral system still represents an instru-
ment for the real tax measurement of agrarian income 
and provides for generic changes in the determination 
of agrarian income, even though it is no longer able to 
provide any reliable measure of business income. In this 
regard, it is worth considering the provisions of the Leg-
islative Decree 192/2024 (clarified by the Revenue Agen-
cy in Circular 12/E of 8 August 2025), which extended 
taxation based on agricultural income to more advanced 
cultivation systems (such as the production of vegetables 
in vertical farms as well as hydroponic crops), as they 
are considered related to agricultural activities.

21 Law No. 111/2023, Art. 5.
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Unsurprisingly, the decision to keep the criteria 
for determining the tax bases of the agricultural sec-
tor unchanged, without adapting them to the structural 
changes that agriculture has undergone over the last 
70 years, has generated a tax system contradicting con-
stitutional objectives related to general taxation. At the 
extreme, given the total tax revenue from direct taxes 
and the IMU currently derived from agricultural taxa-
tion, one might even consider a complete abolition of 
direct taxation in agriculture.

However, over several decades, various actors have 
proposed the definitive abandonment of agricultural val-
ues and rents and their replacement with a real property 
taxation system with its tax base anchored to market 
value. Another proposal is the definitive abandonment 
of agrarian income in the determination of agricultural 
business income and its replacement with a personal 
budget-type taxation system. However, although income 
based on balance sheets should theoretically be used, the 
lack of an effective and cost-efficient control system, even 
in other economic sectors, has led to the use of flat-rate 
taxation methods and synthetic income indicators devel-
oped to facilitate control by authorities. In any case, the 
taxation of land income must be distinguished from the 
taxation of income from agricultural activities, as these 
two types of income are clearly distinct.

With respect to the taxation of land income, the 
shift to a cadastre of values would make it possible to 
define simplified taxation systems based on equalised 
values in relation to the rate of return on land capital. 
Despite the extreme fragmentation of Italian agricul-
ture, the liberalisation of agricultural land rents since 
2001 and the traceability of means of payment in land 
purchases and sales since 2006 have contributed to the 
emergence of widespread exchange prices.

These considerations do not provide immediate jus-
tification for the increase in taxation and/or a transition 
towards a taxation of actual income: in fact, the tax sys-
tem responds not only to revenue objectives, but also to 
economic policy choices aimed at supporting particular 
sectors of economic activity, especially for small busi-
nesses operating in disadvantaged areas.  In an asset-
oriented tax system, the equalisation of the taxation of 
land income could be achieved with a single tax for all 
taxpayers (through appropriate levels of exemption or 
reduction in relation to marginality conditions and terri-
torial constraints) and a deductible tax only for agricul-
tural enterprises that use real estate as a capital asset and 
opt for balance sheet taxation. To determine incomes, 
one could consider forms of balance sheet taxation for 
businesses with turnovers and asset values above a cer-
tain threshold while allowing simplified forms of taxa-

tion for other agricultural entrepreneurs (with certain 
taxable income rates in relation to the turnover of agri-
cultural activities, as is already the case for related agri-
cultural activities). Like the ‘flat-rate or minimum tax 
regime’ (known in Italy as ‘regime forfetario’) for profes-
sionals, artisans and traders that has been implemented 
since 2015, this type of regime may be introduced with 
differentiated turnover thresholds for agricultural entre-
preneurs. However, some doubts remain which would 
require further research and evaluations, such as: would 
such a regime be really applied in the agricultural sec-
tor? If yes, with what consequences? And, also, would it 
be enforceable by the public body responsible for moni-
toring and assessing taxable income?

Overall, any attempt to reform and enhance the cur-
rent taxation systems for agricultural incomes should 
certainly consider the high level of diversity of Italian 
agriculture, where some farms generate high incomes, 
whereas others would likely be overwhelmed by 
increased tax burdens. Therefore, some relevant issues 
deserve attention, such as the eligibility requirements 
for an income tax based on balance sheets or updated 
conditions for those who could benefit from tax exemp-
tions and concessions in the agricultural sector. It fol-
lows that policymakers, public authorities and admin-
istrations should rigorously address the fundamental 
issue related to the identification of those to be consid-
ered and defined as “farmers for tax purposes”. Addi-
tionally, given that the agricultural sector traditionally 
receives substantial public funding from the CAP, which 
in many internal and low-productivity areas represents 
a large share of farm income, policymakers and public 
authorities could consider whether it is more reasonable 
for taxpayers or society to invest additional resources 
(and transition costs) in developing a more efficient 
and effective agricultural taxation system rather than 
simply managing a reduction in income support levels. 
Also, at the current status, authorities and stakeholders 
could evaluate whether and how income support meas-
ures should be included in the taxable income, consid-
ering what are the implications of including/excluding 
them. Likewise, some key issues questions should finally 
arise around actions for a better targeting of both taxa-
tion and income support measures (namely, ‘what are 
the farmers still needing income support?’, and ‘should a 
single taxation method be adopted for all farmers?’).

However, considering some major caveats is neces-
sary, mainly because all the analyses conducted largely 
relied on aggregate and secondary data, which are not 
able to capture the wide heterogeneity traditionally 
characterising the agricultural sector in Italy. Moreover, 
such investigations will need to be updated in the com-
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ing years, as they rely on data that are certainly not time 
invariant. Thus, future studies could extend the time 
span and adopt a territorial or specialisation approach 
(based on administrative regions, altimetric zones, type 
of farming, etc.) when performing the analyses to over-
come the limitations of the current research.
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