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1.Demand for policy, Economic Models and Data 
The Macro–Micro/Micro-Macro Link 

 
� Demand for Economic Models 
 - Policy Makers (Macro Level) 
� Demand for Data 
 - Center for Policy Analysis (Micro and Macro Level) 
� Demand for Policy 
 - Agricultural Sector (Macro Level) 

- Farm-households (Micro Level) 
 
 

2. Demand for Economic Models 
The center for policy analysis supplies economic models to the policy makers 

 
� Macro Level Models 
 - Applied General Equilibrium Models 
 - Social Welfare Analysis 
 - I/O and SAMs 
 - Multimarket models, Partial Equilibrium Models 
� Micro Level Models 
  - Farm-Household models 
  - Individual Welfare Analysis 
  - Single Farm/Firm activity analysis 
 
 

3. Demand for Data 
The supply of information from the Ag Sector to the policy maker through the Policy Center 

 
� The center for policy analysis organizes the raw information, by building sector level time series 

(TS) and household level cross section (CS) data bases. 
� The micro info allows the researcher to evaluate the welfare impact of policies on poverty and 

inequality for a) the whole economy, b) policy relevant groups of farmers or individuals. 
� Both TS and CS data are needed to estimate parameters to be used in AGE models  
 
 

4. Data and Models 
 
� TS – Sector level (MACRO) 
-to implement Partial Equilibrium and Multi-Market models 
� CS – Farm-Household level (MICRO) 
-to construct I/O-SAM and microsimulation models 
� The ISMEA approach embraces 5 survey type in one 
 -(a) Farm budget data 
 -(b) Input/Output 
 -(c) Time Use Budget 
 -(d) Household Consumption Survey 
 -(e) Household Income Survey 
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5. From Data to AGE Models 
 

� The 1995 ISMEA Input/Output Table  used to construct the activities and commodities account of 
the AGE model. 

 
� The 1995 ISMEA Socio Economic Survey, the 1995 BdI Socio Economic Survey, the 1995 ISTAT 

Consumption Survey, the 1995 Eurisko Leisure Survey used to construct the SAM (rural/urban). 
 
 

6. The I/O table of the AGE 
 
� The agricultural sector embraces all the COM (11 sectors) 
� The Agro-industry includes meat, milk, cereals, vegetables, vegetable and novegetable oil, 

beverages, fodder industry, other agro-ind. 
� Industry includes sectors relevant for the agricultural and the agro-ind. 
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Originali ISMEA

 Frumento tenero 

 Frumento duro 

 Riso 

 Mais e altri cereali 

 Foraggi 

 Patate 

 Pomodori 

 Altri ortaggi e legumi 

 Barbabietola da zucchero 

 Soia 
 Altre coltivazioni 
industriali 
 Tabacchi greggi 

4  VITE  Uva 

5  OLIVO  Olive 

 Agrumi 

 Frutta fresca e secca 

7  FLORICOLE 
 Floricole e altri prodotti 
delle coltivazioni 

8 LATTE BOVINO  Latte bovino 

9  CARNE BOVINA  Carne bovina 

 Silvicoltura 

 Ovicaprini 

 Suini 

 Pollame 
 Conigli, selvaggina e altri 
prodotti zootecnici 
 Pesca 

 Prodotti Ittici 

12  CARNI FRESCHE  Carni fresche e conservate 

13  LATTE E PRODOTTI DEL LATTE  Latte e prodotti del latte 
 Pilatura e molitura di 
cereali 
 Prodotti della 
panificazione e dolciumi 
 Prodotti della 
pastificazione 

15  ORTO-FRUTTA 
 Conservazione e 
trasformazione di frutta e 
ortaggi 
 Olio di oliva 

 Oli di semi e grassi 

17  MANGIMISTICA  Mangimi 

 Tabacchi 
 Lavorazione delle 
barbabietole 
 Vino 

 Altri prodotti alimentari 

20
21
22
23
24
25

 Macchine agricole e 
industriali 
 Costruzioni e opere 
pubbliche 

 Manutenzione e Ricambi 

 Altre produzioni 
Industriali 

 Trasporti e comunicazioni 

 Credito e Assicurazioni 

28  ALTRI SERVIZI  Altri Servizi 

 TRASP. - COMUNIC. - CRED. - ASSIC. 

 COMBUSTIBILI E LUBRIFICANTI 

 ENERGIA ELETTRICA 

 ACQUA 

 CONCIMI 

 PESTICIDI 

 ALTRI PROD. CHIM. E FARMAC. 

 OLI E GRASSI 

 ALTRE INDUSTRIE ALIMENTARI 

 BEVANDE 

 ALTRE INDUSTRIE 

 FRUTTA 

 ALTRI ALLEVAMENTI 

 PESCA 

 PANE PASTA TRASF. CEREALI 

SETTORI

1

2

3

 CEREALI 

 ORTAGGI 

 COLTIVAZIONI INDUSTRIALI 

Aggregati

6

10

11

14

27

16

18

19

26

7.I/O Sectors 
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8. The Structure of the SAM 
 
� Institutions include households, firms and goverment. 
The importance of the model is the particular disaggregation of  the rural hh in different socio-

economic groups. 
(Limited resources, Retirement, residential, professional lower sales, professional higer sales, large 

family farms, very large family farms, rural family) 
 
 

9. Leisure time 
 
� The time use budget is a rilevant aspect of this model. Data come from the (a)ISMEA Survey and 

(b)Eurisco Survey for the urban family 
(a) leisure=h_svas+h_svaa+h_cuio+ h_ripo  
(b) leisure=cure + fsfc  

 
 

RURAL HH

1 2 3 4 5 6 7 8 9 10 11

Limited 
resources retirement Residential Commercial 

low income
Commercial 
high income High sales Very High 

sales Rurali High income Medium 
inocme Low income

0.513 0.543 0.463 0.532 0.518 0.512 0.500 0.542 0.723 0.669 0.639

agricultural households URBAN HH
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� Production 

PRODUCTION (XSi) 

VALUE ADDED 
(VAi)  

AGGREGATE 
INTERMEDIATE GOODS 
(INTtoti)  

LABOUR  
(FACTsj,lab) 

CAPITAL 
(FACTsj,cap) 

SELF 
EMPLOYMENT 
(FACTsj,labind) 

LAND 
(FACTsj,land) 

INTERMEDIATE 
GOODS 
(ΣyINTy,i) 

Cobb Douglas 

CES 
CES 

10 The AGE model (I)
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 11 The AGE model (II) 

� Import/Export 
PRODUCTION (XSi) 

DOMESTIC 
CONSUMPTION 
(Xxdi)  

EXPORT (Ei)  

(XSi = Xxdi + Ei)

AGGREGATE GOODS (Xi)  

DOMESTIC 
CONSUMPTION 
(Xxdi)  

IMPORT (Mi)  

Armington 
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92 The AGE model (III) 

� Consumption 

FAMILY UTILITY (UJ) 

LEISURE (LEISJ)  

CES 

AGGREGATE CONSUMPTION (CJ)  

CONSUMER 
DEMAND 
(Xdj,i) 

CES 
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�  

103 The AGE model (IV) 

� Equilibrium conditions 

Goods market: 
  
Labour market 
  
Self-employment market: 
  
Capital market: 
  
Landed market 
 

iij ijj iji INVGgovXdINTX +++= ∑∑ ,

∑∑ = j labji labi FACTsFACTd ,,

∑∑ = j labindji labindi FACTsFACTd ,,

capROWFACTsFACTd j capji capi += ∑∑ ,,

∑∑ = j landji landi FACTsFACTd ,,
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114. A simulation example (I) 
� To standardize the Agricultural value- added tax rate (5, 7, 10) 

Input prices impact 

 
FACTsj,lab 

 
1.000

 
1.000

 
1.000 

 
FACTsj,labind. 
 

0.950
 

0.931
 

0.902 

 
FACTsj,cap 

 
1.001

 
1.001

 
1.001 

 

5% 

 
7% 

 
10% 

 

FACTsj,land 

 
0.952

 
0.933

 
0.905

 

Inputs 
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 125. A simulation example (II) 

 
Impact on family disposable income    

Family   5%   7%   10%    

L  im ited  resources   0.994   0.991   0.987    

retirement  0.994   0.992   0.988    

residential  0.9  94   0.992   0.988    

S  mall  family farm   0.996   0.994   0.992    

Medium family farm   0.992   0.988   0.983    

Large family farm   0.994   0.992   0.989    

V  ery  large f f  0.995   0.993   0.990    

Rural  1.001   1.000   1.000    

Urban low income   1.001   1.001   1.000    

Urban medium income   1.001   1.001   1.000    

Urban hig income   1.001   1.000   1.000    
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137. A simulation example (III) 
I m p a c t  o n  le i s u r e  

F a m i ly  5 %  7 %  1 0 %  

L im it e d  r e s o u r c e s  0 .9 9 5  0 .9 9 3  0 .9 9 0  

r e t i r e m e n t  0 .9 9 5  0 .9 9 3  0 .9 9 0  

r e s id e n t ia l  0 .9 9 5  0 .9 9 2  0 .9 8 9  

S m a l l  f a m i ly  f a r m  0 .9 9 7  0 .9 9 5  0 .9 9 4  

M e d iu m  f a m i ly  f a r m  0 .9 9 2  0 .9 9 0  0 .9 8 5  

L a r g e  f a m i ly  f a r m  0 .9 9 5  0 .9 9 3  0 .9 9 1  

V e r y  la r g e  f  f  0 .9 9 6  0 .9 9 4  0 .9 9 2  

R u r a l  1 .0 0 1  1 .0 0 1  1 .0 0 2  

U r b a n  lo w  in c o m e  1 .0 0 1  1 .0 0 2  1 .0 0 2  

U r b a n  m e d iu m  in c o m e 1 .0 0 1  1 .0 0 2  1 .0 0 2  

U r b a n  h ig h  in c o m e  1 .0 0 1  1 .0 0 2  1 .0 0 2  
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17.Conclusion 
 
� (1)The Micro-Macro link can be successfully built if the developers of the micro and macro models 

work closely in the phases of model design within the same istitution so that the micro-macro 
correspondence can be effectively incorporated. 

� (2) For a sound micro-macro link to be established macro models should be micro-fundates and 
micro models should be macro related using exact aggregation theory. 
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