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DIFFERENTIAL RATES OF INFLATION
AND THE COMMON AGRICULTURAL POLICY

1. INTRODUCTION

l'lﬂ

1.2

At the meeting of the Buropean Council in London on 26-27 November
1981 the Commission was requested by the Heads of State and Government
to study "the particular problem for farm incomes arising from '

differential rates of inflation".

The Commission submits the present report to the Council in response
to that request. In executing its study, the Commission has not only
examined the development of agricultural incomes in the Community and
the Member States, in relation to rates of inflation and other
economic indicators, but has also situated the agricultural aspects of
the matter in the more general economic context. It is evident that,
in its consideration of the problems posed by divergent rates of
inflation, the Community needs to integrate the sgricultural sector

into the broader framework of macro-economic policy.



T Lo e SR s e e, = e

2. INFLATION AND THE GENERAL ECONOMY

The development of different rates of inflation

2.1. The high rate of increase in prices, and the phenomenon of divergent

20
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rates of increase between Member States, has become an increasing
problem within the Community during the last decade. Annex 1 shows
the annual inflation rates for each Member State, and an indicator of
the degree of divergence between Member States. The two indicators
shown in the Annex are those most commonly quoted as a measure of the
rate of increase of prices within the general economy : the implicit
price index of consumers' expenditure, and the implicit price index of
gross domestic product.: For the purposes of this study the latter
indicator (usually known as the "GDP price deflator") has generally
been used since it is more widely based than the consumef price index,
and more representative of the development of prices in the economy as
a whole. Account has naturally also been taken, in the specific

context of agriculture, of the index of input prices of agriculture.

The years 1973-75 were characterized by a rapid increase in average
inflation in the Community, followed by a deceleration in 1976-78, and
a fresh increase from 1979 onwards; a strong divergence between
Member States was first manifested in 1974, diminished in the period

up to 1978, and then reasserted itself from 1979 onwards.

During the last decade, Italy, the United Kingdom and Greece
experienced relatively high rates of inflation, and Germany and the
Benelux countries relatively low rates. At the present time it is

Greece, Ireland and Italy that have the highest rates of inflation.




2.4,

The cauases of this phenomenon of increased inflation and divergence
have included the oil price shocks, the abandonment of fized exchange
rates in the early 1970s, end differing economic policies and

rerfornance of Member States.

The introduction of greater stability of exchange rates through the
Buropean Monetary System, and the coordination of economic and
ucnetary policies within the Community, represent an Zmportant effort
to break the spiral of inflation and divergence. To achieve success,
these disciplines need 'to be accompanied by structural adjusimen
Memver States' economies, requiring the application of budgetary,
fiscal, monetary and other genersl economic policies and their
coordination at the Community level. The Commission recalls that an
overall strategy for the Community to attain these objectives is
recommended in the Medium-term Economic Pelicy Programme presented to

the Council by the Commission on 22 July 198l.

The relationship between rates of inflation and rates of exchange

2.6. Long-run differences in the inflation rates of Member States have in

the past often been associated with a modification of their rates of
exchange. However, a number of factors such as the level of interest
rates, or the state of the balance of payments, can result in
variations from this pattern. As part of a long-term stabilization
process, it may be considered desirable to resist as long as
reasonably possible the downward.adjustment of a curréncy; and such an
ttempt to break the vicious circle of inflation and devaluation may
create problems net only for the agricuitural gsector but also for

other economic sectors.
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in the field of exchange rale stability than in the conve
rationel inflation rates. There have been several charges in zentral

rates in EXS, consistent with the trend of differences in inflation,

but not of a large magnitude. MNember States with high inflation have
adjusted their exchange rates less than previously, and this

the ways in which EMS is designed to be effective. Trhers is 8

relationship under which exzchenge rates affect prices, a8 well a3 vice

versa, anG this circle must be broken if inflation is to te reduced.




3. INFLATION AND AGRICULTURE

General remarks

3.1.

3‘2.

Agriculture must in the long term expect to experience the same
process of adaptation as the rest of the economy, and the consequences
of inflation and the adjustment of exchange rates for the agricultural
sector should not in principle be different from the consequences for
cther sectors. However, the way in which the consequences are felt in
agriculture is determined by the rules of the common agricultural
policy and decisions concerning prices and agri-monetary measures. In
this sense, the agricultural sector is in a special situation, since
the development of prices for agricultural productsfdepends on
decisions of the Community's institutions to a greater extent than

Prices in any other economic sector.

It is important to recall that in the general economy the price
effects of an exchange rate adjustment concern in the first place only
those goods which are exported and imported, and then in the second
place, and gradually, the level of domestic prices. In agriculture,
on the other hand, the adaptation of price following an exchange rate
adjustment (insofar as it is followed by an adjustment of the green
rate) affects immediately both the internal level of price support,
and the preducts entering into external trade. The consequence of a
rate of inflation higher than that of other countries, unaccompanied
by a devaluation of the currency, is a reduction of competitivity
which normally causes exports to decline and imports to .increase, so
that the market for domestic production is eroded. This problem is
not, however, felt in the same way at the farm level, insofar as the

common market organizations provide a guarantee of markets.



Green rates and monetary compensatory amounts

303:

3.5

Because agricultural common prices are fixed in ECU, their level in
national money is determined by the rate of exchange between the
national currency and the ECU. In principle, this rate should
correspond to the actual rate of conversion effective in the money
markets, but in practice it has been accepted within the common
agricultural policy that a different rate (“"representative rate" or
"green rate") may be applied as a temporary measure to protect the
agriculture and food sector from the immediate consequences of ar
exchange rate adjustment. As long as the green rate is maintained at
a different level from the exchange rate, monetary compensatory
amounts are applied at the borders for most products, to prevent
deflection of trade and distortion of the intervention mechanisms of

the CAP.
&

The maintenance of green rates and MCAs on a permanent basis, rather
than as a temporary measure, has posed a serious threat to the
functioning of the CAP. MCAs represent an obstacle to the free
circulation of agricultural produce; different price levels in
different Member States result in distortion of competition; and the
failure to adjust the green raste in line with the actual rate of
exchange means that prices in the agricultural sector, in contrast to
other sectors, are protected from the effects of the currency

adjustment.

For these reasons, the Commission has always maintained that MCAs
should be progressively eliminated. Since 1977-79, when the monetary
gap between Member States within the CAP reached 40%, the Community
has had considerable success in reducing or eliminating MCAs through
successive adjustments of green rates, and the monetary gap is now of

the order of 10%. t should be further reduced in the context of the

forthcoming agricultural rrice decisions.



Introduction of European Monetary System

3'6'

3.7

The introduction of the EMS in 1979 was accompanied by certain changes
in the conditions affecting the creation and elimirnation of MCAs. 1In
the pre-EMS period, the value of the agricultural unit of account was
linked to the "snake” currencies (Cermany, Benelux, Denmark) against
which other currencies tended to depreciate, with the consequence that
MCAs created were preponderantly negative rather than positive; there
was thus greater facility for increasing agricultural prices in
national money through green devaluations, either independently of or
at the the same time as the annual decisions on common price
increases. There is now less scope than in the past for price
increases through green devaluations, and more need for price
decreases through green revaluations. This means that, to obtain a
desired level of price increases in national money, a higher increase
is needed in common prices in ECU than was the case under the pre-EMS
arrangements. Since the introduction of EMS, the agricultural prices
have been denominated in ECU, a unit of wvalue which is based on a
weighted basket of currencies, and therefore tends to yield more
neutral results. The MCAs newly created within EMS are more balanced

between positive and negative.

As regards the dismantling of monetary compensatory amounts, the
introduction of EMS was accompanied by é "gentlemen's agreement", to
which eight Member States subscribed. It stated that new monetary
compensatory amounts should be progressively dismantled in two stages,
at the beginning of the two marketing years following their creation,
but that, to avoid any reduction in agricultural prices.in national
money, the annual increases in common prices should be used to

compensate for dismantling positive MCAs.



4.

AGRICULTURAL INCOMES

Definition of agricultural income

4.1

4.2,

The indicator used for evaluating the development of agricultural
incomes in the Community is the "sectoral income index" ﬁhich
indicates the development of agricultural net value added at factor
cost per agricultural work unit. This index was developed Dby the
Commission and the Member States in the mid-1970s in order to provide
more up-to-date information on developments in income, as a background
for the annual price decisions. The concept of net value added
corresponds to the gross receipts of agricultural production - that
is, the guantity produced multiplied by the price received for the
product - minus the cost of intermediate consumption in agriculture -
that is, the costs of goods and services used in production (animal
feed, implements, fertilizers, energy, etc.), taking account of
subsidies, taxes linked to production and depreciation, but excluding
labour charges, rent and interest payments. Net value added
represents the resources available ;b farmers for distribution in the
form of remuneration (for themselves, their family workers and
employed workers) or for return on capital invested, including land.
The agricultural work unit is a concept representing the labour
effectively used in production, which does not necessarily correspond

to the number of persons engaged in agriculture.

The indicator of net value added per work unit in the agricultural
sector must not therefore be confused with other concepts of
agricultural income such as the net income of farm enterprises, or the
personal disposable income of farmers. For statistical reasons the
scetoral income index (net value added per work uni%' remains the oniy
valid comparable measure at the macro-economic level available for all

Member States.



4-3.

4'4.

It must be borne in mind however that the proportion of the value of
final production represented by intermediate consumption varies
considerably from one Member State to another. The following- table

illustrates the situation : <

Intermediate consumption as percentage of final production

1980 (provisional)

Deutschland 55.1

France 45.3
Italia . 29.0
Nederland - 55.9
Belgique/Belgiég 58.6
Luxembourg 39.3
United Kingdom 55.2
Ireland 46.3 ¢
Danmark 56.7
Ellas 22.5
EUR 10 45.7

It follows that the development of the cost of intermediate
consumption is a more important determinant of net value added in
certain Member States (notably Belgium, Denmark, the Netherlands, the
United Kingdom and Germany) than in others (notably Greece and Italy).

It is also important to recall that in certain Member States the
number of employed workers occupies a relatively large share of the
number of persons actively employed in agriculture. The following

table illustrates the situation :
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Share of galaried workers in total agricultural employment

1980 (provisional)

Deutschland 17.1
France | 19.2
Italia 375
Nederland 28.3
Belgique/Belgi& 10.7
Luxembourg 7.6
United Kingdom 57.9
Ireland 12.3
Danmark 25.0 (1979)
Ellas 5.0

It will be seen that the proportion of employed workers, as compared’
with farmers and family workers, is relatively high in the United
Kingdom and Italy and relatively low in Greece, Luxembourg and
Ireland. The development of wages in agriculture is generally related
to the development of general inflation, and the incidence of wage
costs has been relatively more important in countries with higher
rates of inflation. It has sometimes therefore been suggested that
employed workers and their salaries should be removed from the
sectoral income index in order to arrive at an indicator of the income
availablie to farm owners for the remuneration of themselves and their
families and for return on capital. However, such an approach would
not be consistent with the objectives of Article 39 of the EEC Treaty
whieh includes the assurance of a fair standard of living for the
agricultural Community "in particular by increasing the individual
earnings of persoans engaged in agriculture”. The common agricultural
policy is therefore concerned with the incomes of all those engaged in
agriculture, rather than the distribution of agriculiural incomes
between salaried and non-salaried workers, which may differ from one
Member State to another. In any case, the statistical data which

would permit the modificaion of the sectoral income index in such a
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way are not available for a number of Member States, and a modified
indicator of such a kind would render more difficult the comparison of

the development of agricultural incomes with those in the general

economy . .

Levels of agricultural income

4.5.

4. 60

A further difficulty inherent in the statistical data presently
available for the purposes of the sectoral income index is the absence
of an indicator of the absolute levels of agricultural income in
Member States. The sectoral income index is constructed on the basis
of annual rates of change in the different elements which compose it,
and it therefore measures only the development of net value added in

terms of year-to-year changes.

However, certain information is available from the Farm Accountancy
Data Network showing income levels in agriculture in 1977/78, both in
absolute terms and in relation to the comparable income outside
agriculture. A summary of the results is given in Annex 2 which shows
that Italy, Ireland, France and Germany have a large number of farms
with relatively low levels of income per unit of labour, whereas in
Denmark, the Netherlands and Belgium many farms attain higher levels.
nnex 2 also gives a comparison of income per labour unit in
agriculture with the comparable income outside agriculturs, as defined
for the purpose of the Directive on modernization of farms : this
shows that in Germany, Luxembourg, Denmark, France and Italy the
agricultural income is generally substantially less than the
comparable income, whereas in the United Kingdom and the Netherlands,
a large proportion of férms provide an jincome substantially higher
than the comparable income. However, in this context, it must be
recalled thet the level of comparable income itself differs greatly
from one Member Stats to another, being twice as high in Denmark, the

Benelux countries and Germany than in Ireland and Italy.
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Factors influencing agricultural income

4-7-

4-8-

The common agricultural policy assists the development of agricultural
incomes by the fixing of support prices (target prices, intervention
prices, etc.) and other measures under the market organizations for
the different products, as well as by measures for the structural
improvement of agriculture. Evidently the development of support
prices in national money in relation to the national rate of inflation
is an important factor influencing the development of agricultural

income in a Member State, and is the object of detailed examination in

this report.

But it cannot be too strongly emphasized that, both in the short temm
and the long term, other factors are equally, if not more, important

in determining the development of agricultural incomes in real terms :

(a) The development of prices actually received by producers does not
necessarily‘correspond in the short term to the development of the
support prices; the effect of the support prices on the market
prices, and therefore on prices received by producers, varies
according to the different market organizations; and conjunctural
factors influencing both supply (weather, yields) and demand
(internal consumption, exports) result in significant variations

from year to year.

(b) In the same way, the development of costs of agricultural
production does not necessarily follow the development of general
inflation in each Member State, since the category of goods and
services which compose agricultural inputs is different from that
on which are based the indices of general inflation (consumer

prices, or the GDP deflator).

SN i g 5
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(¢) The progress of agricultural productivity, including the effects
of structural change in agriculture, has an important influence on
the long-term development of incomes; in particular, the rate of
outflow of persons engaged in agriculture, either to retirement or
to other sectors of the economy, influences the development of

agricultural income per head employed.

(d) The development of incomes and economic infrastructure outside
agriculture plays a large part in influencing regional
agricultural incomes; withiﬁ a Member State - that is, within a
single monetary zone - there are large differences in the level

and rate of growth of agricultural incomes (1).

(e) Finally, it must not be forgotten that action by the State in the
form of aids in fa&our of the agricultural sectar can have an
important influence on agricultural incomes, and that the systems
and levels of national taxation and social security for

agriculture vary considerably within the Communi ty.

4.9. The number of different variables invoived in the determination of
incomes in the agricultural sector is thus very large. Moreover, the
structure and conditions of agriculture differ greatly between the ten
Member States of the Community. The existence of a large number of
factors with a direct or indirect infiuence on incomes complicates
considerably the analysis, whose object is to evaluate whether, during
the period under examination, the divergent development of rates of
inflation in the Member States has distorted the effects, at the
national level, of the decisions taken under the common agricultural
neiicy with a view to Supporting’agricultural incomes. It is
therefore vecessary to attempt as far as possible to isolate the
afiects of iifferential rates of inflation from the affescts of other

faciors,.

deee deteiled indications of the regional imbalances in agricu’iural
inzomes per workeor are given in the repori of a group of indspencent
experts whose ntudy was published by the Commission in 1980 under tue
vitle 'Regional Impact of the Common Agricultural Policy’ (Stuaies
Uollection : Reglonal Policy series N°®.21).
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5. THE DEVELOPMENT OF INCOMES, PRICES AND OTHER INDICATORS IN AGRICULTURE

Development since 1968

51

5.2,

The development of incomes, prices and other indicators in agriculture
at the Community and national level is the object of detailed analysis
in the Annexes to this report, and can only be summarized briefly in
the following paragraphs. ' The analysis covers the periocd since the
beginning of the common agricultural policy in 1968; the period since
the first enlargement of the Community in 1973, which has seen the
phenomenon of increased rates of inflation and divergence of inflation
within the Community; and the period since 1979, which coincides with
the reinforcement by the Community of its prudent policy for
agricultural prices, and with the introduction of the European
Monetary System and its accompanying disciplines. It must be
emphasized that the object of the gnalysis is to examine the
development of agricultural incomes in each Member State in relation
to their rate of inflation, rather than the absolute levels of
agricultural incomes in each Menmber State which, as indicated in

paragraph 4.6, show considerable differences.”

The Commission is of the opinion that the development of income in
agriculture can only be properly evaluated in a longer-temm
perspective. Annex 3 therefore shows the development of agricultursl
incomes, in the sense of net value added per agricultural work unit,
since the beginning of the common agricultural policy in 1968. It
will be seen that, by comparison with the 1968 base period (average of
1967, 1968, 1969) incomes increased in real terms, reaching a peak in
1973 wheu the Community average was 42% higher in real terms, falling
in 19745, but then resuning an upward trend to 1978 when the Communitly
sversge was 2% higher in real terms. In 1979-1981 incomes suffered &
decliise, reaching & level in 1981 17% higher in real terms than in the

1968 base pericd.
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Development since 1973

5.3. For the purposes of more detailed examination, the Commission has
chosen {o commence its analysis in 1973, the date of the Community's
first enlargement. Annex 4 therefore shows the development of real
agricultural incomes by Member State since that base period (average

of 1973, 1974, 1975, "1974"). During this period, the development of

incomes showed two phases :

(a) 1973-1978

1

After an exceptionally good year in 1973 incomes fell in 1974 to a
level which was still somewhat higher than in 1972. Real incomes
then showed a moderate upward trend until 1978. Within the
average, the development in Italy, Denmark and in particular
Ireland was favourable, while in Germany, France and the United
Kingdom it was rather negastive. 1In France the reduction started
in 1973, stabilized during the years 1975-1979, whereas in Germany

and in the United Kingdom there was a marked reduction commencing

in 1977.

(v) 1979-1981

During this period there was a marked decline in the average level
of income in the Community in real terms, with a reduction of 3%
in 1979, 7% in 1980 and 2% in 1981. There was a reduction in all
Membor States in 1979, except France and Italy. TIn 1980 all
Member States except Belgium showed & decrease. The fall in real
Tnehites 1n 1979 and 1980 was pérticularly important in Ireland.

In 1981, however, there was a very wide divergence in development
petween Member States. The Netherlands, Denmark, Belgium and
Tuxonbourg saw a significant increase; Greece, the United Xingdom
unid Ireland saw & small increase; in Germauny, France and Ttaly,

howaver, %there was a further reduction.
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In summary, it may be said that in 1981 agricultural incomes in real
terms were still above the level of 1973-75 in Greece, Denmark, the
Ketherlands and Italy; in Belgium they were about the same; and in
Luxembourg, Ireland, the United Kingdom, Germany and France they were
lower. However, by comparison with the level of 1967-69, they were
higher in all Member States with the exception of Germany and the
United Kingdon.

As has already been indicated in chapter 4, real incomes per worker
are determined by many different factors such as the development of
production, current inputs, capital and labour, in volume terms as
well as by prices, subsidies, taxes and rates of inflation. These
factors must also be seen within the general framework of diverging .
structural, economic and monetary conditions, and of different
managerial abilities and climatological conditions. It is therefore
difficult to explain conclusively why real incomes have developed as
they have, and why the development has been different between Member
States. But some economic indicators may help better understand the

divergent developments.

Analysis by Member State

5.6. A series of such indicators is therefore presented in Annex 5 for each

Member State, with graphs showing :

~ the development in nominal terms of agricultural incomes per worker,

inflation, output prices, input prices and support prices;

- the development of support prices {in principle target prices)

expressed in ECU and in national currency;

- the development of relative inflation, that is inflation in »
comparison to the inflation in the Community; +the ECU in national

currency; green rates and monetary compensatory amounts;
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-~ the development of real agricultural incomes per worker, of the
internal terms of trade (relationship between agricultural output
and input prices), of external terms of trade (relationship between
agricultural prices and prices in the general economy) of
productivity of inputs (relationship between volume of production
and volume of current inputs) and labour productivity (relationship

between the volume of production and the volume of labour input.

5.7. The following paragraphs summarize for each Member State the
development of these economic indicators. Since Greece became a
member of the Community‘only"in 1981, and it is not possidble to draw
any conclusiong in the context of the common agricultural policy
concerning the development of such indicators in Greece in the period

1973-81, it has not been included in this analysis.
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5.8 Germany
Analysis

Until 1977/78 support prices, producer prices and input prices showed
a trend following the rate of inflation. Since then a widening price
- cost ratio can be observed, whereby input prices started to rise
much quicker than inflation in general. In 1979 nominal agricultural
incomes fell considerably and remained stable at about 5% above the

level in the base year "1974" (graph 1.1).

Since 1977 producer prices expressed in national currency rose
considerably less than support prices. This is partly due to
revaluations of the green rate. About 364 of the total increase since
"1974" of support prices expressed in ECU has been offset by

revaluations of the green rate (graph 1.2).

In real terms support prices are only slightly belbw the level reached
in "1974". An accentuation of the "price cost squeeze”, leading to
deterioration of the intermal terms of trade combined with a decrease
of the terms of trade of agriculture in comparison with the total
economy (external terms of trade), has contributed to a substantial
fall of real agricultural incomes which have reached 79% of the "1974"
- level. Productivity increases have been insufficient to compensate

these unfavourable developments (graph 1.3).

Until 1978/79 the value of the ECU, expressed in DM, has continuously
decreased almost to the same extent as relative inflation. But it
remained stable since 1979, whereas relative inflation - inflation in
relation to the inflation in the Community as a whole - continued %o
fall. In spite of decreasing relative infiation, the value of the ECU
in terms of DM has remained relatively constant since 1978. In spite
of demobilization of stocks of MCA's at the end of 1981, MCA's ave
only slightly lower than in 1977 (graph 1.4).



g
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Conclusion

Nominal agricultural incomes have fallen sharply in 1979 and remained
gtable in 1380 and 1981; At the same time the "price - cost” squeeze
has intensified. Taking account of inflation, real incomes have
contiruously fallen since 1977; in 1981 they resched 79% of their

level in "1974".



- 20 -

5.9. France

Analysis

Agricultural incomes incrgased until 1979, but stagnated in following
years. With the exception of the years 1975-1979 this rise has been
overhauled by inflation. Input prices have shown a development close
to the rate of inflation in general. However, support prices, and

even more so, producer prices lagged behind (graph 2.1).

About 50% of the total increase since "1974" of support prices

expressed in national currency, is attributable to devaluation of the

green rate (graph 2.2).

Real agricultural incomes have shown a downward trend in particular
since 1979. At the same time the "price-cost aqueeze" (internal terms
of trade) has accentuated, whereas‘the terms of trade of agriculture
in comparison to the total economy (external terms of trade) have
fallen to about 74% of their level in the base year "1974".
Simultaneously the pro&uctivity of inputs has also decreased, whereas
labour productivity has only slightly improved in 1980 and in 1981
(graph 2.3).

\]

The rate of inflation has been rather similar to the average rate
observed in the Community, but showed a tendency to increase slightly
more since 1977. The depreciation of the FF in terms of ECU has been
slightly higher than relative inflation. The demobilization in 1678
and 1979 of the atock of MCA's built up in the period prior to 1978/79

implied & substantial devaluation‘of the green rate (graph 2.4).

(‘onclusion

Tn apiee of an increasing trend in nominal incomes, real incomes
showed a downward trend exceeding - in particular since 1980 - the

segabive Srend in the price - cost relationship. In 1981 rea: incowny

Tgvelied st 76% cf the situation in “1974".
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5.10. Italy

Analysis

The development of producer and input prices show a high degree of-
parallelism. Nevertheless, input prices have tended to increase
slightly less than producer prices. The price-cost relationship
during the period since "1974" has therefore developed favourably
until 1979. This has positively influenced agricultural incomes in
nominal terms; since "1974" incomes have even increased more than

inflation (graph 3.1).

In 1980 and in 1981 the price-cost relationship (internal terms of
trade) has deteriorated so as to reech 99% of the level in the base
period "1974". In addition, 2nd in particular since 1978, the terms
of trade of agriculture‘in comparison with the total economy
(external terms of trade) have deteriorated. Consequently, and
taking account of the stagnation in productivity increases, real
agricultural incomess have shown = decrease. However, in 1981 they
are still 3% above the level reached in the base year "1974"

(graph %.%). It should be recalled that, taking account of the
considerations outlined in paragraph 4.4, the skare of value added

devoted to wages has increased during this period.

The continuous depreciation of the Lira - which since "1974" has been
slightly stronger than relative inflation - has led to devaluations
of the green rate, permitting substantial increases of support prices
expressed in nationsal currency; About three-quarters of tctal ’
increase in common prices, expressed in national currency. since

"1974" is due to green rate adaptétions (graphs 3.2 and 3.4).

Compared to the base period “"1974" the change in value of fthe ECU in
terms of the lira - or, in other words, the depreciation of the Liras
against the ECU - has excecded the develcpment of YItalian inflation
as compared to the inflatiop in the fommunily. Since 1978 relative
inflation is incressing s & faster rate than the wvalue of the BOU in

temme of $he Iira {(greph 3.4},
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Conclusion

Real farm incomes have developed favourably since "1974" but they
have shown a decrease since 1979 to a level which is slightly above
the one reached in "1974". Among the factors which have led to a
less favourable development during the last two years are the
weakening of the price-cost relationship combined with continuous
high rates of inflation and a stagnation in productivity increases.
In 1981 real incomes levelled at 103% of the situation reached in

n1974u .
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5.11. Netherlands

Analysis

Support prices, producer prices and input priceas have increased less
rapidly than inflation. Producer prices have risen much less than
suppert prices. As compared to the base pericd "1974", support

prices increased slightly more than input prices (graph 4.1).

Support prices have been negatively influenced by green revaluations

buf only to a limited extent (graph 4.2).

Real agricultural incomes fell from 1976 to 1980, but increased
substantially in 1981. In 1981 they are about 5% avove the level
reached in "1974". The decrease in real inccomes since 1976 coincides
with an accentuation of the "price-cost squeeze" (internal terms of
trade), whereas, in addition, the terms of trade of agriculture in
comparison with the total economy (external terms of trade)} have
fallen. This development reversed in 1981. This phenomenon,
together with a substantial increase in productivity, has led to a

very favourabie evolution of real incomes in 1981 (graph 4.3).

Whereas relative inflation - inflation in comparison to inflation in
the Community as a whole ~ has continuously fallen, the velue of the

ECU has been relatively stable since 1978 (graph 4.4),

Conclusion

In spite of a considerable fall in 1979 nominal agricultural incomes
have shown an upward trend, which, however, could not offset the
negative impact ¢f inflstion. Nevertheless, in 1981 incomes
increased more rapidly than inflation, which is partly due to factors
other than those linked to prices, in particular improvement in
productivity. In 1981 real incomes levelled at 105¢ of the situation

reached in “1974".




- 24 -~ - e

5.12. Belgium
Analysis

Though nominal agricultural incomes fell sharply in 1979, they showed
& positive trend which, however, lagged behind the rate of

inflation. Nevertheless, since 1979 incomes have risen more rapidly
than inflation. Support prices and input prices increased in a
rather similar way, but producer prices did not follow at the sane
speed. Since "1974" input prices increased at a slower rate than

inflation (graph 5.1).

Support prices have been negatively influenced by small green rate

revaluations (graph 5.2).

Until 1979 agricultural incomes in real terms ténded to fall. This
evolution coincides with an accentuation of the “price-cost squeeze”
(internal terms of trade) and a fall in the terms of trade of
agriculture in comparison with the total economy (external terms of
trade). This evolution reversed in 1981. This, combined with an
improvement in productivity, has led to au improvement of real
agricultural incomes. Real incomes in 1981 are 6% higher than the

level reached in 1974 (graph 5.3).

Whereas relative inflation, that is inflation in relation to
inflation in the Community as a whole, has continuously fallen, the
value of the ECU in terms of the Belgian franc, after a continuous
decrease until 1978, has tended to increase slightly since then
(graph 5.4). It should be noted, however, that on 21 February 1982

the Belgian franc was devalued by 8.5%.



Conclusion

In spite of an increasing trend in nominal incomes, real agricultural
incomes showed a downward trend until 1979 following more or less the
unfavourable development of the price-cost relationship. The
favourable development in 1980, and 1981 in particular, may be
explained by a slight improvement of the relatiomship between
agricultural prices as compared to input prices and inflation
combined with an improvement in productivity. In 1981 real incomes
levelled at 106% of the situation at "1974".

v
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5.13, Luxembourg
Analysis

Since "1974" support prices and, still more so, producer prices have
risen less rapidly than the rate of inflation. This is also true for
input prices though recently (in 1980 and 1981) their rate of
increase has exceeded the rate of inflatidno Until 1978 nominal
agricultural incomes showed an evolution in line with inflation but
lagged behind in the fellowing years with the exception of 1681
(graph 6.1).

Support prices have been negatively influenced - though to a small

extent -~ by revaluations of the green rate {graph 6-2)-.

Fxpressed in real terms, agricultural incomes have shown a downward
tendency. However, in 1981 real agriculbural incomes improved. The
evolution of real incomes may be explained by the evclution of
agricultural prices as compared to input prices and, in particular,
to inflation, and of productivity which in 1981 showed a considerable

improvement (graph 6.3)

In comparison to the Community as a whole, inflation has continuously
been decreasing. In contrast %o this evelution, the value of the BCU
has veen slightly improving since 1978 (graph 6.4). It should be
noted, however, that on 21 February 1982 the Luxembourg franc was
devalued by 8.5%.

Conclusion

Real agricultural incomes in 1981 are 4% below the level observed in
"1974". This coincides with a slight accentuation of the price-cosi

gqueeze.
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5.14. United Kingdom

Analysis

Until 1977 producer prices, input prices and agricultural incomes
followed more or less the evolution of inflation. Since then the gap
between the increase of prices and costs has widened. This has
slowed down the progression of nominal incomes. Input prices
increased at a slower rete than inflation, in particular since 1979
Support prices have increased more rapidly. Due to relatively high
levels of producer prices during the first years of accession, the
increase of producer prices until 1981 has been considersbly smaller

than the rise in support prices (graph 7.1).

Nearly one-third of the total increase in support prices, expressed
in national currency since "1974" is due to alignment of prices to
Community price support levels, whereas the impact on prices of
devaluations of the greemn pound, arrested in 1979, accounts for about
40% (graph 7.2).

Though support prices expressed in real terms now exceed by 10% the
level during the first years of enlargement, real agricultural
incomes decreased continuously since 1976. This unfavourable
evolution is due to a deterioration of the price-cost relationship
(internal terms of trade) and tc a fall in the terms of trade of
agriculture in comparison with the total eccnomy (external terms of
trade). These negative developments have been less important in
1981, which prevented & further fall in real incomes during this year

(graphs 7.3 and 7.1).
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The value of the ECU in terms of the pound sterling has increased
until 1978 but fell during the following years and reached in 1981
1054 of the level reached in "1974". Inflation in relation fo the
Community as a whole has continuously increased. The appreciation of
the pound since 1978 can therefore only be explained by other factors
than relative inflation (petrol)a Until 1979 the green rate of the
pound has regularly been devalued, in particular after the creation
during the years 1977/78 of large stocks of negative MCA's. The
appreciation of the pound during the last few years has arrested this

development. In contrast, positive MCA's have been introduced

(graph T.4).
Conciusion

With the exception of the year 1976 real incomes have fallen
continuously, but the detericration halted in 1981, when they
levelled at 79.4% of their situation in "1974". This decline
coincides with a deterioration of the internal and external terms of
trads. Productivity improvements have not been able to stop the

negative trend in real incomes.
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Ireland

Analysis

Producer prices have followed the pattern of the evolution of support
prices, but at & lower rate of increase. The divergence increased in
1980 but reduced in 198l.

Producer prices have risen mofe rapidly than input prices in the
years prior to 1979, but the development inversed since then. As a
consegquence sgricultural incomes in nominal temms - after a very
favourable development until 1978 - fell in 1979, end, in particular,

in 1980. They rose aggin slightly in 1981, without, however,

reaching the level of 1978 (graph 8.1)-

¥Whereas until 1978 the development of support prices - expressed in
national currency -~ exceeded the rate of inflation, they showed &
slower increase in the following years. ™is coincides with the end
of the transitional period of accession to the Community as well as
with relativeiy stable green rates since 1978. At the same time the
rate of inflation has, however, increased. 0f the total increase in
common prices, expressed in national currency, during the period
"1974" - 1981 about 15% is attributable to alignment of prices due to
accession and 56% to devaluation of the green rate (graphs 8.1 anéd
8.2).

In spite of high rates of inflation, real agriculiure income
increased substantially until 1678, when it was 31% higher than in
"1974". However, in 1979 and 1980 real incomes fell sharply. This
seems to be due to a combination of developments : a serious
deterioration of the "pricemcost'relationship" (internal terms of
trade), & high rate of inflation exceeding considerably the increase
in agricultural prices, deterioration of the external terms of trade
as well as the abmence of an increase in labour productivity and even
a fall in the relationship between the volume of production and the
volume of inputs. Mainly due to an improved performance in 1981 of

output prices in relation to input prices and inflation, real incomes
improved slightly in this yeare They reached 56% of their level in

*1974" (graph 8.7%).




Inflation, as compared to the inflation in the Community (relative
inflation) has been increasing prograssively. In this context it
should be noted that a large part of Ireland’s imports, including
those used as inputs in agriculture, come from the United Kingdon
whose currency has appreciated substantially since 1979 in relation
to the Irish pound. However the value of the ECU in terms of Irish
pounds has been relatively stable since 1977 (graph 8.4).
Consequently, price increases due to green rate devaluations have

been very limited since 1978 (graph 8.2), whereas inflation continued

at high levels.

Conclusion

Nominal agricultural incomes increased more rapidly than inflation in
the years prior to 1978. However they fell in 1979, 1980 but
increased in 1981 whereas the rate of inflation and the rate of price
increases for inputs increased. At the same time productivity in
agriculture did not increase, or even showed a downward tendency.
Consequently reél incomes ~ after a considerable rise until 1978 -
have shown a substantial decrease in 1979 and 1980. In 1981, when
real incomes increased slightly, they levelled at 86% of the

situation in "1974".
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5.16. Denmark
Analysis

The trend in the evolution of support prices has followed the trend
; : of inflation. Until 1978 input prices rose at a slower rate;
however, during the following years input prices showed an
acceleration in the rate of increase. The increase in moducer
mwices lagged behind, especially during the last few years. In
general, nominal agricultural incomes have fluctuated around the
trend of inflation (graph 9.1).

44% of the total increase in support prices, expressed in natiocnal
currency, since "1974" is due to devaluations of the green rates
aligning them to modifications in the exchange rate. Sincs 1979
green rate devaluations heave been limited as cdmpared to the
develoment in previous years.‘ The impact on prices due to
enlargement has been very limited (2%) (graph 9.2).

Expressed in real terms, support prices have been relatively stable.
On average, real agricultural incomes, though fluctuating from one
year to another, also remained relatively stable. In 1981 they
showed a considerable upswing in spite of a obntinuous accentua tion
of the "price-cost squeeze”. This may be due r"bo improvements in
moductivity (graph 9.3). o

Though, in comparison with the Community as a whole, the.rate of
inflation has slightﬁr decreased, the value of the ECU in terms of
the Danish Crown has increased; since 1979 the value of the ECU has
exceeded by 8-9% its velue in "1974" (graph 9.4). However, an

22 February 1982 the Danish Crown was devalued by 3%.

. Conclusion

- Though fluctuating from year to year, real agricultural incomes show
a horizontal trend. The decrsass in 1979 and 1980 has partly been
offset bty a eubat&ntialiincrmsa in 1981. Since 1978 the price-ccst

.
3
K
B

relaticnship has Peen widening, but productiviiy laproved, in
mriicular in 1981, '




Analysis of incomes in relation to inflation and cther factors

5517

5.18.

The relationship between the prices of inputs and outputs in
agriculture is evidently related to the rate of general inflation on
the one hand and the rate of increase in sgricultural support prices
in national money on the other hand. However, becsuse of green rate
adjustments, following the realignment of currencies, the development
in Member States of agricultural support prices in nominal terms has
been different from the development of common prices in ECU. For the
countries whose money has depreciated, the part of the total increase
in support prices in npational money attributable to green
devaluations has been very significant in the psriod 1973-1981 :
Itely 73%, Ireland 56%, France 50%, Denmark 44%, United Kingdom 39%.
For the countries whose money has appreciated; the percentage of the
incresse in common prices offset by green revaluations hss been :

Netherlands, Luxembourg and Belgium about 3%, Germany 36%.

An assessment of the performance of Member States in respect of
inflation, increases in agricultural support prices in national money
and the development of agricultural ipcomes (net value added per work
unit) in real terms in the periods 1973-81 and 1979-81 is given in
the following tables. It must be emphasized that, in evaluating the
development of incomes over a number of years, it is necessary to
take account of the nature of income as a flow of resources during
the period as a whole; the figures given for incomes therefors
represent the average development of income during the entire period,

rather than the situation of income in the last year of the period.
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Performance of Member States in the period 1973-81

(Brackets indicate ranking, 1 = most favourable)

Average of annual Average increase Average deve-
rates of inflation in agriclltural lopment of agri-
(GDP deflator) support prices in cultural income

national money in real terms

(1973/74-81/82) (1973/4/5=100)
per cent per cent
Deutschland 4.9 (1) 5.0 94.1 (7)
France 10.6 (6) 9.8 91.0 (9)
Italia 16.9 (9) 17.8 104.6 (1)
Nederland 7.1 (3) 5.8 99.1 (4)
Belgique/Belgié 7}1 (4) 6.4 98.3 (5)
Luxembourg 7.0 (2) 6.4 97.0 (6)
United Kingdom 14.7 (1) 17.9 92.2 (8)
Ireland 14.7 (8) 16.6 104.0 (2)
Danmark 9.8 (5) 9.7 101.2 (3)

Performance of Member States in the period 1979-81

1

Average deve-

Average of annual  Average increase
rates of inflation in agricultural
(Gop Qeflator) support prices in cultural income

lopment of agri~-

national money

in real terms

(1979/80-81/82) (1979 = 100)
per cent per cent

Deutschland 4.4 (1) 3.1 96.0 (4)
France 11.5 (6) 9.2 59.4 (8)
Tialia 17.6 (9) 13.6 95.9 (5)
lederland 4.9 (3) 5.0 104.4 (2)
Belgique/Belgié 4.5 (2) 5.2 106.8 (1)
Luxembourg 5.9 (4) 4.9 95.6 (6)
lnited Kingdom 14.8 (7) 9.1 94.7 (7)
Ireland 15.4 (8) 6.7 88.7 (9)

8.3 (5) 9.2 101.1 (3)

Danmuark
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in order to examine more closely the factors which may have
influenced the decline in real incomes in agriculture in the period
1979-81, Annexes 6 and T give an analysis of the trends observed in

each of the 3-year peribds 1973-75, 1976-78 and 1979-81.

Annex 6 shows the rate of inflation, the increase in support prices
in national money, and the increase due to green rate adjustments.

It appears that for the Community as a whole in the period 1973-75
the average of annual rates of increase in agricultural support
prices expressed in national money (12.4%) significantly exceeded the
average of annual rates of inflation (10.8%). In the following
period 1976-78 the inerease in support prices (9.1%) was at about the
same rate as inflation (9.3%). In the most recent period 1979-8l1 the
increase in support prices (7.9%) has fallen substantially behind the
rate of inflation (10.4%).

It will be observed that the average annual increase in common prices
expressed in ECU was in fact slightly higher in the period 1979-81
(5.2%) than in the preceding period 1976-78 (4.5%). However, the
impact of green rate changes on the level of agricultural support
prices was significantly less in the period 1979-81, compared with
the previous periods. This is mainly a consequence of the
introduction of the ECU in 1979 as the unit of value for agricultural
common. prices, as indicated in paragraph 3.6. above. As a result,
there has been less scope for green devaluations by cocuntries with a
depreciating currency, and more need for green revaluations by those

with an appreciating currency.
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5.22., The combined e fect of these adjustments of common prices and green

- rates in the period 1979-81 has represented a prudent price policy on
the part of the Community, and has clearly had a significant impact

N on the development of incomes in agriculturs in the Community as a
whole. Its impact on agricultural support'pricés in individual
Member States has been determined by the adjustment of green rates.
A3 san be seen from Annex 6, the Member States where the increases in
agricultural support prices were lower than_ the rate of inflation by
more than tis Community average in the period 1979-81 were Ireland,
the United Kingdom and Italy; in France, Germany and Luxembourg they
were lower than inflation, but by less than the Community average;
and in Denmark, Belgium and the Netherlands they were higher than

inflation.

- 5423. Annex 7 gives a detailed survey of different factors which nay have
influenced the development of agricultural incomes : the internal and
external terms of trade in agriculture and the productivity of inputs
and labour. In addition it shows the relative infiation of each

HMember State compared with the Community average.

5¢24s The conclasiou of these different analyses ia that high rates of
iaflution nave not necessarily been accompanied by relatively low
incraases in agricultural incomes in real terms. As regards the
porisd aince 1979, it nust be emphasized that the evaluation of
incore development over so short a period as three years is subject
to vnerves hecause of the influence of conjunctural factors. The
celntisnanip between the developﬁent of support prices in national
aoney and e rate of inflation has been a significant element, but
ii apmears tnak other factoes such as the productivity of inputs and
of .wbaur in agriculture have been important in influencing the

wevalnpusrt of incomes.
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INCOMES IN AGRICULTURE AND OTHER SECTORS

6'10

6.2,

The development of incomes in agriculture must be seen also in
relation to the develomment of incomes in the economy as a whole and

in other major sectors of the economy.

Mnnex 8 gives an assessment of the relative performance of incomes in
seven main sectors (agriculture, industrial production, ferrous and
non-ferrous ores and metals, machinery, food, texiiles and clothing,
market services) for six Member States (Germany, France, Italy,

Uni ted Kingdom, Netherlands, Belgium) for the period up to 1979.
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CON CLUS ION

The results of the analysis contained in this repor;  demonstrates
that, although Member States have experienced different rates of
inflation ard different rates of develoment of agricul tural income,
it does not appear that a higher than average rate of inflation hes
been agsociated with a lower than average rate of increase in
agricul tural incomes. Many other factors, including the adjustment
of green rates and improvements in productivity end agricultural
structure, influence the long-term develophe.n’c of iancomes in

agricul ture.

However, in the short and medium term, it cannoct be excluded that
difficulties for agriculture may arise if a Member State with a
relatively high rate of inflation does not devalue its currency, and
so is unable to obtain an additional increase in agricul tural prices
through a greean devaluation. But in this context it must be
enpnasized that the decision to maintain a stiable exchange rate
within or outside the European Monetary System forms part of an
overall economic stirategy adopted by the Member State concerned in
crder, among other things, t6 avoid the‘ inflationary effects of
devaluation; and such a strategy can pose difficuliies of adjustment
not only for agriculture but equally for other sectors of ithe

national economy.

For these reasons the Commission.considers that the Community and the
Member States should above all give priority to implementing the
measures of coordination and macro-econamic policy necessary té
reduce the general rate of inflation, and the divergence of inflation
between Member States. Only in this way can a lasting improvement be
obtainad in the ecomomic conditions not only for agriculture but also

for other sectors.
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Annex 1

STATES

MEMBER
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{consumer prices and GDP prices deflator)
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AUNEX 2

LICGIE LBVELS IN A GRI CULTURE

In its 1981 Report on the Agricul tural Situation in the Community
(published in January 1982) the Commission included an analysis of data
from fthe Xerm Accountancy Data Network showing income levels in
agriculture. The data used relate to 1977/778, the latest period for winich

infermition was available for all Fember States.

The following paragraphs are an exiract from that Report (paragraphs
"
260-251) .

The annexed graph shows the 'bfeakdown of holdings by their lahour income
per Aanual Voric Unit. It indicates income levels varying greatly from one
Member State to another, both in absolute terms and in relation to the
compurable income outside agricul ture. The comparable income is as defined
for the purposes of Council Directive 72/159/EEC on the modernization of
farms. Two groups of lember States stand out : A

(i )' Italy, Ireland, France and the Federal Republic of Cermany have a
large nuwiver of farms with relatively low levels of labour income per
U, '

(ii) whereas, in Denmark, the Netherlands and Belgium many farms attain
high labour incomes per AWU.

“he United Kingdom and Luxembourg come somewhere between these two extremes.

!

The tuble annexed gives a conparison of the level of labour in come per AJU

with the tareshold of comparable income for the region in which the farm is

situated.e It brings to light three groups of countries;

(i) thos=e where the labour income is generally less than 80% of the
regional comparable income; this is primarily the case in the
Federal Remublic of Germany and Iuxembourg, but also in Denmark,
France and Italy;

(1i) +hosc where only half the holdings provide an income of over a0% of
the comparable income Tfor the region in which they are situated; this
is the case in Belgium and Ireland;

(i1i) lastly, those in which between one-third and one-half of the

“warket-oricnted" holdings provide an income of over 120% of the

regional comparable income; this is the case in the United Kingdom

and the Netherlandse.
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% of market-oriented farms attaining certain levels of

labour income per AWU in 1977778

Level of agricultural

% of holdings

4
meome

NL

L

UK

IRL

DK

EUR Y

% of holdings providing
an income of less than
80% of the comparable
income for their region

82

67

46

54

82

32

s2

70

% of holdings providing
an income of between
80% and 120% of the
comparable income for
their region

13

17

22

15

20

21

21

18

% of holdings providing
an income of over 120%
of the comparable
income for their region

13

32

21

48

18

. Level of
comparable income in
1977 (1 000 ECU)

national |

9.3

6.5

4.0

9.7

9.8

9.8

4.9

4.4

1 12.4

Souce : FADN resuhs for »1977 (provisional weighting).
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ANNEX 3
Net value added (1) per person employed (2) in agriculiure
71968"=100 (3)
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ANNEX 3
Net value added (1) per person employed (2) in agriculture
"19687=100 (3)
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Annex: &4

1
é NET YALUE ADDED (1) PER PERSON EMPLOYED (2} IN AGRICULTURE
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DEUTSCHLAND

arison between the development of inflation, preducer prices, purchase prices,

support prices and income per head (in nominal terms)

in agriculture for the periede 1973 1o 1981
(average 1973/ 1974/ 1975 = 100)
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DEUTSCHLAND
Development of support prices in ECU and in national currencies
for the periode 1973 1o 1981
(average 1973/1974/1975 = 100)
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DEUTSCHLAND
Comparisen between the development of income per head (in real tesms), terms of trade
and produetivily in agriculture for the periede 1973 10 1981
. (average 1973/ 1974/ 1975 = 100)
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DEUTSCHLAND

DEVELOPMENT OF RELATIVE INFLATION , ECU IN NATIONAL CURRENCIES . GREENM RATES
AND MONETARY COMPENSATORY AMOUNTS FOR THE PERIOD 1973 TO 198!
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FRANCE

Cemparison between the development of inflation, producer prices, perchase prices,
support prices and inceme per head (in nominal terms)
in agriculture for the periode 1973 to 1981
(average 1973/ 1974/1975 = 100)
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FRANCE

Development of support prices in ECU and in national curreacies

for the periode 1973 1o 198]
(average 1973/1974/1975 = 100)
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Comparison between the development of income per head (in real terms), terms of trade
and productivity in agriculture for the periode 1973 1o 1981

' FRANCE

(average 1973/ 1974/ 1975 = 100)
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' FRANCE

DEVELOPMENT OF RELATIVE INFLATION , ECU IN NATIONAL CURRENCIES , GREEN RATES
AND MONETARY COMPENSATORY AMOUNTS FOR THE PERIOD 1973 TO 1981
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ITALIA

Cemparison between the development of inflation, producer prices, purchase prices,
supporl prices and income per head (in ncminal terms)
in agriculture for the periode 1973 to 198!

{average 1973/1974/1975 = 100)
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ITALIA

Development of support prices in ECU and in national currencies

for the periode 1973 10 1981
(average 1973/1974/ 1975 = 100)
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ITALIA

Comparison between the development of income per head (in real terms), ierms of trade
and productivily in agriculiure for the periode 1972 to 1981
(average 1973/1974/ 1975 = 100)
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ITALIA
DEVELOPMENT OF RELATIVE INFLATION |, ECU IN NATIONAL CURRENCIES , GREEN RATES
AND MONETARY COMPENSATORY AMOUNTS FOR THE PERIOD 1973 TO 1981 '
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NEDERLAND

Development of support prices in ECU and in national currencies

for the periode 1973 to 1981
(average 1973/1974/1975 = 100)
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NEDERLAND

Comparison between the development of income per head (in reul terms), terms of trade
and productivity in agriculture for the periode 1973 to 1981
(average 1973/1974/1975 = 100)
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NEDERLAND

C €A TIVE INFLATION , ECU IN NATIONAL CURRENCIES , GREEN 2ATES
E ARY COMPENSATORY AMOUNTS FOR THE PERIOD 1973 TO 1981
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BELGIQUE - BELGIE

Comparison between the development of inflation, producer prices, purchase prices,

support prices and income per head (in nominal terms)
in agriculture for the periode 1973 to 1981

(average 1973/1974/ 1975 = 100)
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BELGIQUE - BELGIE

Development of support prices in ECU and in national currencies

for the periode 1973 to 1981
(average 1973/1974/1975 = 100)
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'BELGIQUE - BELGIE

Comparisen hetween the development of income per head (in real terms), terms of trade

and productivity in agriculture for the periode 1973 1o 1981

(average 1973/1974/1975 = 100)
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BELGIQUE - BELGIE

DEVELOPMENT OF RELATIVE INFLATION , EC'U IN NATIONAL CURRENCIES , GREEN RATES
AND MONETARY COMPENSATORY AMOUNTS FOR THE PERIOD 1973 TO 1981
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LUXEMBOURG

Comparison between the development of inflation, producer prices, purchase prices,
p Dl i ¢ Y
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LUXEMBOURG

Development of support prices in ECU and in national currencies

for the periode 1973 10 1981
(average 1973/1974/1975 = 100)
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LUXEMBOURG

Comparison between the development of income per head (in real iorms), terms of trade
and productivily in agriculture for the periode 1973 to 1981
{average 1973/1974/1975 = 100)
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LUXEMBOURG

DEVELOPMENT OF RELATIVE INFLATION , ECU IN NATIONAL CURRENCIES , GREEN RATES
AND MONETARY COMPENSATORY AMOUNTS FOR THE PERIOD 1973 TO 1981
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UNITED KINGDOM

Comparison between the development of inflation, produces prices, purchase prices,
support prices and income per head (in nomina! terms)
in agriculture for the periode 1973 1o 1981
{average 1973/1974/1975 = 100)
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UNITED KINGDOM

DEVELOPMENT OF RELATIVE INFLATION , ECU IN NATIONAL CURRENCIES , GREEN RATES
AND MONETARY COMPENSATORY AMOUNTS FOR THE PERIOD 1973 TC 1981
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IRELAND

Comparison between the development of inflation, producer prices, purchase prices,
support prices and income per head (in nominal terms)
in agriculture for the periode 1973 15 1981

(average 1973/1974/1975 = 100)
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IRELAND

Development of support prices in ECU and in national currencies

for the periode 1973 to 1981
(average 1973/1974/1975 = 100)
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IRELAND

Comparison hetween the development of income per head (in real terms). teras of trade

and productivity in agriculture for the periode 1973 1o 198!
(average 1973/1974/ 1975 = 100)
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ECU IN NATIONAL CURRENCIES , GREEN RATES
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DAMMARK

Comparison beiween the ¢ovelopment of inflation, producer prices, purchase prices,

support prices and income per head (in nominal terms)
in agriculiure for the periode 1973 to 1981

(average 1973/ 1974/1975 = 100)
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Development of support prices in ECU and in national currencies

DANMARK

for the periode 1973 10 1981
(average 1973/1974/1975 = 100)
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DANMARK

Comparison between the development of income per head (in real terms), lerms of trade
and preductivity in agriculture for the periode 1973 to 1981
(average 1973/1974/1975 = 100)
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DANMARK

DEVELOPMENT OF RELATIVE INFLATION , ECU IN NATIONAL CURRENCIES , GREEN RATES
AND MONETARY COMPENSATORY AMOUNTS FOR THE PERIOD 1973 TO 1981
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1)

(2)

(3)

(4)

(%)

(6)

(7

(9)

(10)

(11)

w 64

FOOTNCTES -

Measured by the GDP price deflator.

Expressed as an index of the ratio between the GDF price deflator for
each Member State and, the GDP price deflator for the Commmitys

EC index of producer prices of agricultural products.

EC index of purchsse prices of goods and services for current consumption
in agriculture.

-

The weighted average of support prices {in principle target prices)
appropriate to each individusl Member State (according to the relative
importance of final agricultural production for the period 1978-79-10),
fixed by the Cowmeil for sach marketing year. The figurss in national
currencies include the effect of agri-sonelary measures applied in the
corres ponding marketing year.

In principle measwred in agrionltural lsbour wnits; source EUROSTAT -
Sectoral Income Index. ‘

Calculated from the Economic Accounts for Agriculture at 1975 prices.

Index of the ratio between the final production of agricul ture (at
constant prices) and the index of labour input.

Index of the ratio between the final production of agricul ture (at
constant prices) and the index of total intermediate consumption (at
constant prices).

The "internal" terms of trade express the development of the output and’
input prices within the agricultural sector : ratio between EC index of
producer prices of agricultural products and EC index of purchase prices
of the means of agricul tural productiom.

The "external” terms of trade expréss the development of prices in
agriculture compared with  the total economy ¢ ratic between implicit
mrices of the gross value-added of agriculture at market prices and the
GDP mice deflator. . ‘
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(00534)

The following table gives an assceasment of the relative performance of incomes
in sseven main sectors (agricp}ture, industrial productibn,'ferrous and
non-ferrous ores and metals, machinery, food, textiles and clbthing, merket
services) for six Member States (Gérmany, France, Italy, United Kingdom,
Netherlands, Belgium) for the period up to 1979.

Unfortunately the statistical data is not available for a comparison in the
most recent years 1980 and 1981. It must also be emphssized that the nature
of the indicator available (gross value added per person employed ) is '
different from the indicator used elsewhere in this study for the'dévelopment
of agricultural income (net value added per work unit). : -

However, with these reservations, it may be observed that during the period up
to 1979, the performance of agriculture,valthough in general less favourable
than the average, has in several cases been better than in certain of the
cther sectors mentioned in Annex 8, hotably in the ores and metals and in the
market services. Moreover, in the Member State with‘one of the highest rates
of inflation (Italy) the performance of agriculture has been relatively
favourable éompared with other sectors, while in the Member State witﬁ the
lowest rate of inflation (Germany) it has been relatively unfavourable.

92’
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