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I. Introduction

In 1988 - as in previous years - EUROSTAT has undertaken to publish forecasts
of changes in agricultural income in the Member States and in the Community as
a whole 1in the previous year. The forecast exercise is carried out in
conjunction with the appropriate national authorities. EUROSTAT has, since
1976, been conducting this exercise with the aim of providing users of this
publication with harmonized statistical information on the economic situation
of agriculture in the Community. EUROSTAT regards it as an important task to
continue work in this field and make further dimprovements to the analysis
procedure.

This document centres on changes in agricultural <income in the Community in
1987 as against 1986. The December 1987 issue of the "Press Notice" on the
Sectoral Income Index 1987 gave a brief overview of the most important changes
over the past year, and gave notice of a more detailed analysis, which is what
this document is all about. It charts the effect of various components on the
changes in 1income and the current situation against the background of
medium-term trends.

The figures are based on updated estimates produced by the national agencies on
the price, volume and value changes in the factors which determine agricultural
income, taking as a basis the Economic Accounts for Agriculture (EAA). The
income changes are plotted for the Community as a whole and for the individual
Member States, the Community results pertaining to EUR 11. No figures are
included for Portugal, where the statistics are not yet adequate for the
purpose.

Three indicators are derived from the EAA to show income trends in agriculture.

Net value added at factor cost in agriculture is computed from the value of
final agricultural production less intermediate consumption, depreciation and
production taxes plus subsidies. The resultant figure, deflated by the
implicit price index of gross domestic product at market prices, and divided by

Labour input as a whole in agriculture, gives Indicator 1.

Net income from agricultural activity of total Llabour input is computed by
subtracting rents and interest payments from net value added at factor cost.
This figure, deflated by reference to the above deflator and divided by total
labour input in agriculture, gives Indicator 2.



Net income from agricultural activity of family labour input is computed by
deducting compensation of employees from the net income from agricultural
activity of total Llabour input. As above, the "real" figures are obtained by
deflation, although in contrast to Indicators 1 and 2, income in this case

(Indicator 3) relates only to family workers.

For the purposes of calculating Indicator 2, information is included on changes
in rents and interest payments, while Indicator 3 also reflects changes in the
compensation of employees. Full harmonization has yet to be achieved in the
Member States on these factors. For this reason, the analysis centres on

Indicator 1, which is more reliable than the other two.

Although current changes in income remain the central element in this
publication, an attempt is made - as last year - to set out the different
levels of income 1in agriculture between the Member States per annual work

unit1). With a view to achieving maximum comparability, the income parameters

are converted on the basis of both ECU and PPSZ). For the first time, a
comparison is made of the change in the absolute Level of income in agriculture

per AWU in the Member States.

In interpreting the above points, it is important to bear in mind that what we
have here is a sectoral approach reflecting income trends as an average of all
regions and holdings. The dndividual income situation may deviate very
substantially from the average. Note also that the indicators relate to the
activity sector "Agriculture", and that personal taxes and welfare payments
must be deducted from the income figures to arrive at a figure for disposable
income on the part of persons working in agriculture. Non-agricultural income

is not included.

For the first time this year there is a new section on work on the development
of a new income analysis instrument, aimed at identifying the Llevel,
development and structure of the disposable income of agricultural households.

Initial non-harmonized results from this project are also given.

D For definition see "Notes on methodology"

2) PPS = Purchasing Power Standard; for definition see EUROSTAT: "National

Accounts, ESA Aggregates"”



II. Changes in agricultural income in 1987 over 1986

A. Main results - Overview

According to Member States' estimates available at end January 1988, real net
value added in agriculture per annual work unit in 1987 will be 3.5% below the
1986 Llevel. Net income from agricultural activity of total Llabour input
appears to have fallen by a similar amount, while net income from agricultural

activity of family labour input is expected to have declined even more sharply
(-5.1%).

Table 1 : Probable change in real agricultural income per annual work unit
in 1987 as against 1986 (in %)

[ { Net value added | Net income from agricultural activity
| Member | at | of total labour input | of family

| State | factor cost | in agriculture | labour input |
| | Indicator 1 | " Indicator 2 | Indicator 3
| | ~ [ I

| 8 | - 5,8 | - 6,0 | - 6,7

| DK | - 12,4 | - 25,2 | - 35,3

| D | - 16,3 | - 22,1 | - 27,5

| EL | - 0,6 | - 0,5 | - 0,8

| E | 5,8 I 6,6 | 7,9

| F | - 2,5 | - 2,1 | - 2,7

| IRL | 13,9 [ 19,1 | 21,1

| 1 | - 6,2 | - 4,9 | - 93

| L I 2,4 | 2,4 | 1,9

| NL [ 2,6 | 2,8 | 3,6

| uk [ - 2,9 | - 1,6 | - 4,0

| I | I

l l | |

| EUR 11 | - 3,5 | - 3,4 | - 5,1

| I I I

NB: The commas in the tables read as decimal points

These falls in income will affect most Member States, particularly the FR of
Germany and Denmark (Table 1 and Figure 1). 1In Spain and Ireland, however,

there are likely to be substantial increases.



FIGURE 1: ESTIMATED CHANGE IN REAL INCOME IN AGRICULTURE PER AWU
1987 AS COMPARED WITH 1986 (IN %)
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FIGURE 2: REAL NET VALUE ADDED AT FACTOR COST IN AGRICULTURE PER AWU:
1986 INDICES(""1980"=100) AND 1987 CHANGE OF INDICES
COMPARED WITH 1988
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Analysis of the relevant factors shows that the main reason for this
development 1is the decline in the value of final animal production.
Contributory factors have been the severe drop in pig prices and the marked
restrictions on milk production. With prices virtually unchanged and
production slightly on the increase, the value of final crop production rose
only slightly. The Llower Level of final production overall was not offsett by
the price-generated decline in intermediate consumption (fertilizers,
feedingstuffs and energy) so that gross value added at market prices fell in
1987 by 1.1% for the Community as a whole. Net value added at factor cost fell
slightly more, by 1.9%, the main contributory factor being a considerable rise
in depreciation.

Labour input in agriculture fell more than in 1986 resulting in a slight rise
in net value added at factor cost per annual work unit (+0.8%). In real terms,
however, and despite lower rates of inflation in almost all the Member States,
Indicator 1 fell by 3.5%. 1Indicator 2 fell by the same amount owing to a
moderate rise in rents and a fall in interest payments. Indicator 3 fell more
sharply; the reasons being higher expenditure on compensation of employees and
the fact that family labour input declined lLess then total Llabour input.

Figure 2 shows the current agricultural income situation against the
background of the longer-term trend. For this purpose, the index of real net
value added at factor cost per annual work unit in 1986 was updated by
reference to the rate of change for 1987. Apart from the index value for 1986
as a starting point, the graph includes the change in the index in 1987 and
hence the new index status for 1987 in each of the Member States.

The highest index level in 1986 was reached in Denmark and Luxembourg; the
figure for the Netherlands was above average, the lowest values in 1986 being
for Ireland and Italy.

In interpreting the index values in Figure 2, the reader is reminded that they
do not permit a comparison of income levels between the Member States but
simply relate the 1986 and 1987 incomes in a given Member State with those of
the hase year "1980" 1).

D wqo80m = (1979 + 1980 + 1981) : 3



B. Changes in income in the Community and their causes

1. Real net value added at factor cost per annual work unit (Indicator 1)
a) Results
According to trend estimates based on information provided by the Member States,

agricultural income in the Community is expected to have fallen by 3.5%Z in 1987
(Table 2).

Table 2 : Indicator 1 - Change in net value added at factor cost in agriculture
- in 1987 as against 1986 (in X)

| [ [ ] [ Implicit 1 |
| Member State | Nominal | Agricul- | Nominal | price index | Real net |
| and | net value | tural | net value | of gross | value added |
| estimate | added at | Llabour added at |  domestic at |
| date | factor |  input factor cost | product at | factor cost |
| | cost | (total) per AWU |market prices| per AWU |
| in AWU (1:2) (deflator) (3:4)

I 1 2 3 4 5

I8 (01.02.88) | - 7,4 | - 3,5 | - 4,0 | 1,9 | - 5,8 |
|OK (25.01.88) | - 1,2 | - 4,0 | - 7,5 | 5,5 | - 12,4 |
iD (02.02.88) | - 19,2 | - 5,5 | - 14,5 | 2,1 | - 16,3 |
|EL €29.01.88) | 13,6 | - 1,1 | 14,9 | 15,6 | - 0,6 |
{e (01.02.88) | 8,8 | - 3,0 | 12,1 | 6,0 | 5,8 |
IF (02.02.88) | - 2,6 | - 3,2 | 0,7 | 3,2 | - 2,5 |
JIRL(02.02.88) | 15,7 | - 2,0 | 18,1 | 3,6 | 13,9 |
1 €18.11.87) | - 2,9 | - 1,7 | - 1,2 | 5,3 | - 6,2 |
L 02.02.88) | - 1,6 | - 4,7 | 3,4 | 1,0 | 2,4 |
INL €13.01.88) | 0,1 | - 0,9 [ 1,0 | - 1,6 | 2,6 |
{UKCJanuary 88) | - 1,2 | - 2,4 | 1,2 [ 4,2 | - 2,9 |
| | I | I | |
| i | [ | 1)| I
|EUR 11 | - 1,9 | - 2,7 | 0,8 | | - 3,5 |
| | I ‘ | I I |
(D)

Derived figure; cf. explanations on the rate of inflation in this chapter.

NB: The commas in the tables read as decimal points



This development follows a slight increase in real net value added at factor

cost in agriculture per annual work unit in the previous year (1986) of +1.0%.
The emerging average change in income in the Community is due to different
trends in the individual Member States. A fall in income is expected for most
Member States, for example:

-~ France: -2.5% (1986: +1.8%) and

= the United Kingdom: =2.97% (1986: +7.2%).

The decline in income of these two Member States thus roughly corresponds to the

Community average. Above-average declines are expected for:

- Belgium: -5.8% (1986: -2.7%) and

- Italy: -6.2% (1986: +%4.8%).

Even more negative changes in income are expected for:

- Denmark: =12.4% (1986: -4.5%) and

- the FR Germany: =16.3% (1986: +11.8%).

The fall in income in the FR Germany, however, should be seen against the rise
in 1986. 1In Denmark and Belgium, however, the negative trend of the previous
year continues.

An almost unchanged income compared with 1986 is forecast for:

- Greece: =0.6% (1986: =3.1%).

SLlight improvements in income are estimated for:

- Luxembourg: +2.4% (1986: +3.1%) and

= the Netherlands: +2.6% (1986: +6.4%).



This year's results thus represent a continuation of the previous years'

positive trends for these countries.

There should be substantial increases for:
- Spain: +5.8% (1986: -6.5%) and

- Ireland: +13.9% (1986: -10.2%).

The sharp increase in incomes in Ireland, however, merely offsets the decline in
income of the previous year.

b) Causes

The individual changes in the main economic accounts headings contributing to
the net value added at factor cost and used to calculate Indicator 1 (real net
value added at factor cost per AWU) are presented below.

Production volume

The volume of agricultural production in the Community remained virtually
unchanged in 1987 compared with the previous year (Table 3). Whilst the volume
of crop production rose, that of animal production fell on average. The changes
in the Community as a whole result from the following trends in the Member
States.

Table 3: Change in volume of final output in agriculture,
1987 as against 1986 (in %)

! ! D | [ I I [ [ [ I [ | 1
! | e ! x| o | g E ] F | 1 | L | N K | Ew 11|
| | I | I I | | I | I I
I | [ I | I | I I | | I
I’"al crop I-s,s} 2,5{—11,3}-4,4 11,9{ 5,2} 15,0{-0,1 I"”OI 0,7 -3,7I 1,1I
Y O O O O I
nal anima
| outmt |00 T8 a6 1,2 2519 -8 00[-23[-19 09 -16
ASUTIN E S
inal agricut-| _ - - - -

ltural output |~ V2| 32| 768 | 22| 02[-01)-26, | =01

I I I I I | I I I | I

-2,7 I 7,8
I

: The commas in the tables read as decimal points



The only country with a sharp increase in production is Spain (+7.8%), but
France, too, had a slight rise in production volume (+2.2%). There was a decline
in production in all other Member States except Ireland, where the production
volume remained virtually unchanged compared with the previous year (+0.2%). 1In
Italy, the Netherlands and Belgium, there was only a slight change over the
previous year (-0.1%, -1.0% and -1.2%) whereas the most marked decline in
production is to be found in the FR Germany (-6.8%). The positive change in
production volume in Spain and France stems mainly from the development of crop
production. This also applies to the decline in production in most of the other
Member States, except Denmark and the Netherlands, where the fall in animal

production was responsible for the overall effect.

In the crop sector, the Community as a whole recorded very sharp increases in
the production of industrial crops (+23.2%) mainly resulting from the increase
in oil seed production (+46.3%). There was also a very marked increase in the
amount of olive oil produced (+27.6%), probably due to the fact that Spain and
Italy had very sharp declines in olive production in 1986 because of the
harvest. Whilst cereal production remained unchanged. (+0.1%), there was a
decline in the production of wine (~4.8%), sugar beet (-5.1%) and citrus fruit
(=20.7%) .

The fall in the volume of animal production is mainly due to cutbacks in the
production of milk (=4.7%) in the wake of quota reductions. Apart from this
product - the one with the largest share of the value of production - the second
main group of products: cattle for slaughter, had a fall in volume of 2.7X%.

Here, it should be noted that, according to the concept used in the Economic
Accounts for Agriculture, final production is increased only by those marketed
quantities of animal production which are not related to reductions in
Livestock. The payment of premiums in 1987 for the discontinuation of milk
production gives rise to the assumption that the dairy cow populations were
reduced. The beef quantities involved in the process are offset in the economic
accounts by a reduction in numbers, as a result of which final production is not

increased.

10



Producer prices

The nominal fall in producer prices of an average of 1.2% for all products of
the Community as a whole is most probably the main reason within the production
sector for the reduction in agricultural income (Table 4). The main factor
behind the falling prices is the fall in producer prices in the animal
production sector. The nominal decreases in price of the previous year, which
were then still being offset by nominal increases 1in the prices of most crop
products thus continue. In 1987, the producer prices in the crop production
sector also fell slightly.

Table 4: Change in nominal prices of final agricultural output,
1987 as against 1986 (%)

] | ] | | | ] | | | | | | |
| b8 o] o | e} € |} F ] IR] I | L | M| W |ew1M1
! | I |
I ! P {
Final
= ot i 0,0 = -0,5 I 0,6, 12,8 -20;-50, 19| 09 } “L3 W9 %2 =04
. | | | | | | | | | } I |
Fi imal
J&tmm -5,7 { -3, { -4,7) 0,71-391-0,7] 43]-30 { “02 =42 1,5;-20
| inal L | | | | | I I | } |
Fina icul-
tural ﬂ;&‘; - 3,8 } -2,3 } =30 1,11 -26(-30 40 -07 } S04 =20 1,8 =12
| | I |
ImplLicit | I | |
| GoP b 1,91 551 21| 15,6 60) 32 36| 53| 1,0]-1,6] 42| 4,6]|
| price index | | | | | | | | | | | | |

NB: The commas in the tables read as decimal points

The sharpest falls in producer prices occurred in Belgium (-3.8%), the FR
Germany and France (-3.0%), as well as and in Spain, Denmark and the
Netherlands. In the FR Germany, Netherlands and Belgium, the negative overall
trend was due exclusively to the fall in producer prices in the animal sector.
In the other three Member States mentioned, prices fell in both production
sectors. In Italy and Luxembourg, producer prices remained almost unchanged
nominally (-0.7% and =0.4%). Only the United Kingdom, 1Ireland and Greece had
nominal price increases. In the United Kingdom and Ireland they amounted to only
+1.8% and +4.0%, whereas the price increases in Greece were exceptionally high
(+12.1%). However, they were still below the inflation rate of 15.6%, whereas in

11



Ireland the increase in agricultural producer prices was above the inflation
rate of 3.6%. Ireland was therefore the only Member State where agricultural

prices increased in real terms in 1987.

The slight fall in producer prices in the crop sector is the result of notable

price reductions for industrial crops, especially oilseed, the prices of which
fell on average by 17.5% within the Community. This is probably related to the
vast increases in production and changes in the oilseed support measures. Prices
of potatoes fell by 4.9% as a result of an increase in potato supplies within
the Community. The prices for cereals (~=3.7%), fresh fruit and citrus fruit, and
to a lesser extent, grape must and wine, too, where affected by the reductions
(-0.9%). On the other hand, the prices of fresh vegetables (+9.5%) and olive oil
(+5.7%) were much higher in 1987 than in the previous year. There were also

slight price increases for the other crop products.

The price trend in the animal sector was more pronounced. The prices of cattle
for slaughter, for example, fell or stagnated, whereas those for animal products
increased, the price of milk only increasing slightly, by 0.5%, whereas egg
prices rose sharply by +10.5%. These price increases, however, were insufficient
to make up for the declines in the prices of cattle for slaughter. The sharpest
decreases in prices were encountered in the pig (-10.8%) and poultry (=4.47%)

sectors. Prices of cattle, sheep and goats remained virtually constant.
Value of final production

The decrease in the value of final production in the Community of 1.5% is due to
falling prices and volumes in most Member States (Table 5). Very markednegative
changes in the value of production were encountered in the FR Germany, Denmark
and Belgium. The only notable increases were in Greece (+9.1%), Spain (+5.0%)
and Ireland (+4.2%). Whilst the increases in the value of final production in
Greece and Ireland were due to prices, the trend in Spain was the result of an

increase in production quantities.

12



Table 5: Change in the value of final output in agriculture,
1987 as against 1986 (in %)

| Prices I | | I | I | | | I | I

| of final | -3,8] -2,3] -3,0| 12,1 -2,6| -3,0| 4,01 -0,7| -0,4| -2,0] 1,8 -1,2|
| output I I I I I I I I I ]
| value I I I I | l I | I I I
| of final | -5,0] -5,4] =9,6] 9,11 5,01 -0,9] 4,2| 0,8 -3,0| -3,0] -0,3| -1,5|
|_output I l I I I I I | I I I |

NB: The commas in the tables read as decimal points

Intermediate consumption

Depending on the structure and dintensity of agricultural production, the
importance of intermediate consumption for agricultural incomes differs from one
Member State to another. For instance, in 1986 it accounted for 57.8% of the
value of final production in Belgium, compared with only 23.3% in Greece.

The fall in the value of intermediate consumption in the Community which
occurred in 1986 for the first time since the early 1970s continued in 1987 with
a decline of =2X (Table 6), owing to a fall in the prices of intermediate
consumption of 2.1%, while volume remained virtually unchanged (+0.1%).

Table 6: Change in volume, prices and value of intermediate consumption in
agriculture in 1987 as against 1986 (in %)

{ | | | | | | | ] | | [

| I8 | | o | e | E | F |IRL | I L N | K |aRr 1|

[ | | I | I I I

| ! [ | | I I [

= Volume change { 1,0 | -0,9 | -1,0 { 1,0 { 09| 1,61-3,6] 0,0 = 1,6 1,5 { 2,1 , 0,1 ,
I I

: Price change | -5,1|-2,7|-5,2110,5| 0,3|-1,1]-3,9|-1,5| =5,2 | -8,1 i 1,5 l 2,1 |

I | I I I | I | I

I Value change { %2 |-36|-61]1,6] 1,2| 0,5]|-7,3]-1,5]|-3,7]|-67|-0,6 = -2,0 ’
| I I | |

NB: The commas in the tables read as decimal points
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Sharp falls in nominal prices of intermediate consumption were recorded in
countries with a much lower rate of inflation than average such as the
Netherlands, Luxembourg, the FR Germany and Belgium. The only country with much
higher intermediate consumption prices than in 1986 was Greece. Most Member
States recorded a slight increase in the volume of intermediate consumption. The
exceptions were Ireland, the United Kingdom, the FR Germany and Denmark. In

Italy, the volume of intermediate consumption remained unchanged.

The reason for the fall in intermediate consumption in the Community lies, as in
1986, 1in the much Llower prices for energy (Table 7), which led to lower prices
for fertilizers. There were also substantial price reductions for the important
intermediate consumption heading "Feedingstuffs®™ in all Member States. By
contrast, the prices of the other, Less important components of intermediate

consumption were above those of 1986.

Table 7 : Change in volume, prices and value of the main intermediate
consumption items in 1987 as against 1986 (in %)

EUR 11

] [ Volume [ Price | Value |
; | change | change | change

| | |
} Feedingstuffs | - 0,6 | - 3,4 | - 4,0 !

| I |
| Fertilizers and | | _ | _
| soil improvers | 2,0 | 9,5 | 7
| | | | [
| Energy and Llubricants | 2,2 | - 6,0 | - 4,0 |
| | | |
| [ | I
| Total intermediate [ | | |
| consumption | 0,1 | - 2,1 | - 2,0 |
| | | I

NB: The commas in the tables read as decimal points

The fall in the value of production in 1987, however, was not offset by the
lower level of expenditure on intermediate consumption. Gross value added at
market prices was thus 1.1% below that of 1986 for the Community as a whole.
Sharp increases in gross value added at market prices were recorded in the
countries with positive changes in the value of production (Ireland, Greece and
Spain). A slight increase occurred in the Netherlands, whereas gross value added
at market prices in the United Kingdom remained at the level of 1986. 1In the
other Member States, gross value added at market prices was below the level of
the previous year (between 0.5% for Italy and 13.5% for the FR Germany).
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Subsidies, taxes Linked to production and depreciation

The amounts contained in the heading ®Subsidies® are subsidies within the
meaning of the EAA, which account for only part of the total of subsidies for
agriculture.

In the Community in 1987, the subsidies paid directly to agriculture (Table A.5)
rose sharply (+11.7%). This positive change can be seen in the results of most
Member States with the exception of Denmark, the Netherlands, the FR Germany and
the United Kingdom. Exceptionally sharp increases occurred in Greece, Italy,
Spain and France.

The taxes linked to production, too, increased in the Community as a whole in
1987 compared with the previous year (+4.3%), but this rise was much lower than
the rise in subsidies. Ireland, the FR Germany, France and the United Kingdom
had sharp increases in the taxes linked to production, whereas there were
exceptional declines in Greece and Luxembourg. In the other Member States, the
values either rose moderately or changed only slightly. The increase in the
taxes linked to production is most probably due mainly to the co-responsibility
levy for cereals and the special elimination Llevy for sugar, which became
applicable for the whole year for the first time in 1987.

It should be borne in mind that changes in subsidies and taxes Llinked to
production are subject to fluctuations from year to year as a result of the

Member States recording them at different times of the year 1).

The proportion of final production accounted for by depreciation varied from
4.6% in Greece to 17.6% in the FR Germany in 1986. The differences are in some
cases substantial and stem mainly from differences in the Llevel of
capitalization of farms in the Member States. For example, the above-average
number of machines on the farms in the FR Germany should be regarded as a

D The recording of subsidies and taxes Llinked to production in accordance with

the manual on economic accounts for agriculture makes provision for the entry
of taxes Llinked to production at the time of their application
(production/sale of goods), whereas subsidies are to be booked in the
reference year in which payment actually takes place.
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reflection ‘of the high Llevel of investment in that country. pifferent
construction costs in the Member States, partly due to the manner of
construction and certain statutory regulations, also contribute to the above
differences. Furthermore, the national development of prices has repercussions
on the annual level of depreciation because the capital goods are assessed on
the basis of the cost of their‘replacement.

The rate of increase of depreciation for the Community as a whole in 1987 was
5.1% above that of the previous year. There were substantial increases in the
value of depreciation especially in countries with above-average inflation rates
(Greece and Italy) in particular. By contrast, in the FR Germany, there was a

slight decline in depreciation.

Changes in subsidies, taxes Llinked to production and depreciation in the
Community resulted in the net value added at factor cost decreasing more rapidly
(at 1.9%) than the gross value added at market prices, compared with 1986. This
was the case for all Member States with a negative change in the gross value
added at market prices. Luxembourg, where taxes Llinked to production decreased
sharply, was an exception. In the Member States with substantial increases in
the gross value added at market prices (Greece, Spain and Ireland,) the same
effect occurred but in positive terms. In the Netherlands, the positive trend in
the net value added at factor cost became less marked, and in the United Kingdom
it even became negative.

Labour input and rate of inflation

The decrease in labour input (-2.7%) became slightly more pronounced in 1987
compared with the previous year (Table 8). The decline in the Llabour input
expressed in annual work units was exceptionally high in the FR Germany and
Luxembourg. However, the decrease in labour input was above average in Denmark,
Belgium, France and Spain, too. In the United Kingdom the reduction in Llabour
input was similar to the EUR 11 average. Below-average decreases were recorded
in Ireland, Italy, Greece and the Netherlands. In all Member States, with the
exception of Spain, Italy and the Netherlands, the decline in labour input

became more pronounced in 1987 than in the previous year.
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The increase in the general price lLevel measured from the change in the implicit
price index of gross domestic product at market prices fell sharply in 1987 to
4.6% for the EC average1) (column 4 in Table 2). This trend can also be found
in all Member States except Denmark and the United Kingdom, which shows that the
positive price trends, especially for imported forms of energy, which had a
positive effect on the index of consumer prices in 1986, have now affected the
trend in the prices of final products.

Prices rose at an above-average rate in the three Mediterranean states: Greece,
Spain and Italy, although inflation slowed down considerably in these countries
in particular. The rate of price increases in Denmark, too, was above the
Community average in 1987. Very low inflation rates, especially compared with
the previous year, are to be found in the Netherlands, Luxembourg, Belgium and
the FR Germany. In the Netherlands in particular, the general price level fell
by as much as 1.6%.

2. Other income indicators

a) Real net income from agricultural activity of total labour input per annual
work unit (Indicator 2)

Indicator 2 fell by almost the same percentage as Indicator 1 on average for the
Community. The results for the individual Member States, however, show once more
a substantial margin of fluctuation (Table 8).

As in the case of Indicator 1, Ireland had the greatest increase: 19.1%, which
is much higher than the increase for Indicator 1. There were also positive rates
of change, as for Indicator 1, for Spain, the Nethertands and Luxembourg.

v This average does not correspond to the official rate of inflation. The

weights used in the aggregation of national inflation rates in this case were
the Member States' percentage shares in the net value added of agriculture. A
precise description of the calculation is given in the appended "Notes on
methodology™.
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Table 8 : Indicator 2 - Change in net income from agricultural activity of
total Llabour input in 1987 as against 1986 (in %)

| | [ T Nominal [ Implicit | Real net |
| Membet State | Nominal |  Total | net income | price index | income of |
| and date | net income |agricultural | of total | of gross | total Labour]|
| of | of total Labour | Labour | domestic | input |
| estimate |labour input input ] input | product at | per AWU |
| | in AWU | per AWU  |market prices| |
| (1:2) (deflator) (3:4)
: 1 2 3 4 5
|IB  (01.02.88) | - 7,6 | - 3,5 | - 4,2 | 1,9 | - 6,0 |
IDK (25.01.88) | - 24,2 | - 4,0 | - 21,1 | 5,5 | - 25,2 ]
[0 ¢02.02.88) | -24,8 | - 5,5 | =-20,5 | 2,1 | =-22,1 |
IEL €29.01.88) | 13,8 | - 1,1 | 15,0 | 15,6 | - 0,5 |
lE  (01.02.88) | 9,6 | - 3,0 | 13,0 | 6,0 | 6,6
[F (02.02.88) | - 2,2 | - 3,2 | 1,1 | 3,2 | - 2,1 |
|IRL(02.02.88) | 21,0 | - 2,0 | 23,4 | 3,6 | 19,1 |
T ¢18.11.87) | - 1,6 | - 1,7 | 0,1 ] 5,3 | - 4,9 |
IL (02.02.88) | - 1,5 ] - 4,7 | 3,4 | 1,0 | 2,4 |
INL (13.01.88) | 0,2 | - - 0,9 | 1,9 | - 1,6 | 2,8
|UK(January 88) | 0,1 | = 2,4 | 2,5 | 4,2 | - 1,6
| | | . | | |
| [ I | | 1)|
|EUR 11 | - 1,7 | - 2,7 | 1,0 | | - 3,4

| | | | |
(D)

Derived figure; cf. explanations on the rate of inflation in this chapter.
NB: The commas in the tables read as decimal points

Only the FR Germany and Denmark, the two Member States with the most negative
income trends, had a sharper decrease in real net income per AWU of 22.1% and
25.2% than the real net value added per AWU. The change in Indicator 2 for all
other Member States, including those with a decline in income, is more positive
than that of Indicator 1.

The differences between Indicator 1 and Indicator 2 stem from the changes in
interest and rent paid. The influence of these variables on the trend of
incomes, however, 1is highly dependent, in the Member States, on the importance
of interest and rent paid in agriculture. 1In most Member States, there were
declines in interest payments, the main effect of which was that the change in
Indicator 2 was more positive than that of Indicator 1.
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In Spain, in spite of a rise in interest payments and rent paid, the increase in
income for Indicator 2 became more pronounced. In Denmark, the slight increase
in interest payments led to a very negative trend in net income from
agricultural activity because of the great importance of this expenditure
heading.

b) Real net income from agricultural activity of family labour input per
annual work unit (Indicator 3)

Unlike Indicators 1 and 2, the third income indicator refers exclusively to
family workers in agriculture. The real net incomes of family workers per AWU
fell by 5.1% in 1987 for the Community as a whole following a 2.9% rise in 1986.
As a result, the negative rate of change of Indicator 3 exceeded that of
Indicator 2 (Table 9).

In the various Member States, the changes in income ranged from +21.1% in
Ireland to -35.3% in Denmark. Positive trends were evident mainly in Ireland,
Spain and the Netherlands. The increases in income in these countries were even
higher than for Indicator 2. In all other Member States, the trend of net
incomes of family workers was more negative than for the incomes of total labour
input in agriculture. The net incomes of family workers in Denmark, Italy, the

United Kingdom and the FR Germany fell much more sharply than for Indicator 2.

Discrepancies between Indicators 2 and 3 may generally be attributed to the
importance of the compensation of employees and their current change as well as
to the differences between the reduction 1in total Llabour input and that of
family workers. In all Member States with the exception of FR Germany there was

an increase in the compensation of employees.
In Denmark, Italy and the United Kingdom in particular, the change in the
compensation of employees had a notable effect on the income trend. In the

latter two Member States, the compensation of employees is a major factor.

As for the other income indicators too, the 1987 results for Indicator 3 must be

viewed in the Light of income changes in 1986.
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Table 9 : Indicator 3 - Change in net income from agricultural activity of family
Llabour input in 1987 as against 1986 (in X)

I [" Nominal ] I Nominal [ Implicit | Real net |
| Member State | net income | Femily | net income | price index | income of |
| and date | of family Labour | of family | of gross |family Labour|
| of |  Llabour input | Llabour | domestic | input |
| estimate | input | in AWU input | product at | per AWU
| | per AWU  |market prices]| ]
I (1:2) (deflator) (3:4)
| T 2 3 A 5
| N
|8 (01.02.88) | - 8,3 | - 3,5 | - 5,0 | 1,9 | - 6,7 |
|DK (25.01.88) | - 34,4 | - 4,0 | - 3,7 | 5,5 | - 35,3 |
Ib (02.02.88) | - 29,7 | - 5,0 ] - 26,0 | 2,1 | - 27,5 |
|EL €29.01.88) | 14,0 | - 0,6 ] 14,7 | 15,6 | - 0,8 ]
|E  (01.02.88) ] 1,5 ] - 2,5 | 14,4 | 6,0 ] 7,9 |
|F (02.02.88) | - 2,8 ] - 3,2 | 0,4 | 3,2 | - 2,7 |
| IRL(02.02.88) | 23,0 | - 2,0 | 25,5 | 3,6 ! 21,1 |
1 €18.11.87) | - 6,1 | - 1,7 | - 4,5 | 5,3 | - 9,3 ]
JL (02.02.88) | - 1,5 | - 4,4 ] 3,0 | 1,0 | 1,9 |
INL €13.01.88) | 0,1 | - 1,8 ] 1,9 | - 1,6 ] 3,6 |
[UKCJanuary 88)] =~ 1,6 - 1,6 | 0,0 | 4,2 | - 4,0 :
| ! | l
| { | I 7 [
|EUR 11 | - 3,2 - 2,5 | - 0,7 | 4,6 - 5,1 |
| | l |
(b

Derived figure; cf. explanations on the rate of inflation in this chapter.

NB: The commas in the tables read as decimal points



C. Income changes in the Member States and their causes

1. Belgium

Judging by information currently available, real income per annual work unit
was well down in 1987, due lLargely to a fairly steep fall in the value of final
production (-5.0%), which was price-induced rather than volume-induced. The
negative price effect can be traced back in the main to price developments in
the Livestock sector, where the volume of production remained unchanged, but
the value of production was down S5.7%. The Less marked fall in the value of
final crop production (-3.6%) was due to the volume of production being down by

the same percentage.

Table 10: Changes in the major items of the income account

for Belgian agriculture, % change in 1987 over 1986

at market prices

| [ | | |
| | volume | Price | Value |
| | | | |
| [ | | |
| Final production ! -1,2 | -38 | =-5,0 |
| Crop production I -3,6 | 0,0 | =-3,6 |
l Animal production ‘ 0,0 } -5,7 ‘ -5,7 i
| Most marked changes1) | | | |
| Cattle and calves | -3,0 | =-4,6 | -7,5 |
| Cereals | =17, | -7,7 | -23,8 |
| Pigs | 70 | -12,9 | -6,8 |
l Fresh vegetables 1 - 2,7 ‘ 15,0 I 11,9 I
} Intermediate consumption ‘ 1,0 l -5,1 % - 4,2 {
| Gross value added | | | _ 6.0 |
I | | l ’ |
| l l l |

D the products indicated are those which have made the most significant
contribution to the change in the value of final production.

NB: The commas in the tables read as decimal points

While the price index of crop production remained unchanged, there were marked
price shifts for individual products, with substantial rises of 15% for fresh
vegetables (the most important crop product group) and 18.1% for fresh fruit.
Prices for root crops (an important crop in Belgium) were down by as much as
22.4%, with potato prices falling more sharply than sugar beet prices. Most

other crop products were down in price too, while production volume followed a
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FIGURE 3 : EVOLUTION OF INCOME INDICATORS 1 TO 3
FOR BELGIUM BETWEEN 1977 AND 1987
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reverse trend. Only in the case of cereals and sugar beet were there falls in
both price (=7.7X and =-E.8%} and volume (=17.5% and =4.9% respactively).

An important element in the changed income situation is very probably the fall
in the wvalue of production for the two most important productiom sectors in
Beloian farming: beef and pigmeat. Production of pigmeat was in fact up 7% in
volume terms, but prices were down by 12.9%. In the beef and veal sector, the
fall in the walue of production was both wolume and price—induced (=3% and
=& 6X).

The value of intermediate consumption was also down (-4.2%)}, due in the main to
much lower fertilizer and energy prices and to lower prices for feedinostuffs.
However, the decline in expenditure on intermediate consumption was not
pronounced enough to affect the fall in the value of production. As & result,
gross value added at market prices was, at -6.0%, down more than the value of
production. In factor cost terms, the largely unchanged tax and subsidies
situation (provisional figures) took some of the edge off the negative trend,
22



atthough all the expenditure items with the exception of interest payments
(i.e. depreciation, rents and compensation of employees) increased, with the
result that net value added at factor cost was down 7.4% and net incomes by
7.6% or 8.3%.

With a moderate rate of inflation (1.9%) and a fairly sharp fall in Llabour
input (-3.5%), the negative effects have a slightly less pronounced influence
on real income per annual work unit (Indicator 1: =-5.8%; Indicator 2: =6.0%;
Indicator 3: -6.7%).

2. Denmark

In Denmark, a very negative trend in agricultural income is anticipated for
1987 with a fall in real net value added at factor cost per annual work unit
of 12.4%. The decline of the previous year has become much more marked. For
the net incomes per annual work unit, the result is even more negative (=25.2%
(indicator 2) and =-35.3% <(indicator 3)). These rates of change can be
attributed directly to the nominal values of the overall economic accounts
because the effect of thé decrease in Labour input and inflation rate roughly
cancel each other out.

Table 11 : Changes in the major items of the income account for
banish agriculture, % change in 1987 over 1986

l |
| | volume |  Price | value |
| | | |
I |
| Final production | =-3,2 | =-2,3 | =5, |
| Crop production |} =-2,5 | =-0,5 | -2,9 |
| Animal production | -3,6 | -3,8 | -6,6 |
| y | | |
| Most marked changes  : | | | |
| Pigs | -2,2 | =72 | =92 |
| Milk | - 5,4 | 0,0 | - 5,4 |
| cattle including calves | -4,0 | -6,4 | =-10,1 |
’ Industrial crops { - 9,1 = -10,0 = -18,2 {
{ Intermediate consumption { - 0,9 } - 2,7 : - 3,6 l
| Gross value added at I | | |
{ market prices = I { -7, :

D The products indicated are those which have made the most significant
contribution to the change in the value of final production.

NB: The commas in the tables read as decimal points
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The more negative development of the income variables compared with the gross
value added at market prices (-7.1%) results from the fact that all items
deducted from the gross wvalue added at market prices or added to it had a
negative effect on income in 1987. The decline in gross value added at market
prices can be explainad by the 5.4% fall in the value of final production. The
less marked decline in the value of intermediate consumption (-3.4%) increased

the negative effect on production even further.

FIGURE 4 : EVOLUTION OF INCOME INDICATORS 1 TO 3
FOR DENMARK BETWEEN 1977 AND 1987
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The decline in the value of final production can be mainly explained by the
above=average fall im final amimal production (=-6.6%) which is the most
important production sector in Denmark. In the animal sector, both the
guantities and prices fell, the quantity effect being slightly stronger.
Pigmeat and beef in particular were affected by falling prices, whereas milk
prices remained constant. The only prices to rise were those for eggs, sheep
and goats, which are fairly insignificant production sectors within Danish

agriculture. The volume of animal production declined without exception, the
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most important product, pigmeat, having the lowest rate of decline. By
contrast, the other important item of production, milk, was affected by hefty

restrictions in production volume as a result of the application of quotas.

The value of final crop production - a Lless important sector - fell at a
below-average rate of only 2.9%, mainly on the basis of volume in the wake of
lower yields and difficult harvesting conditions. Root crop production in
particular fell sharply. Incomes were affected more by the decline iin
industrial crop production accompanied by falling prices. The only production
quantities to remain virtually unchanged were those of flowers and ornamental
plants. The main factor behind the very slight decline in the price index of

crop production was probably the reduction in cereal prices.

There were slight declines in volume and sharper declines in the prices of
intermediate consumption. Prices for fertilizers, feedingstuffs and energy 1in
particular were reduced. One notable development is the substantial increase
in energy consumption (+20.0%)

3. FR Germany

Following the sharp rise in agricultural incomes in 1986, all the signs point
to a marked decline in 1987, due in the main to a 9.6% fall in the value of
final production. Despite a 6.1% fall in expenditure on intermediate
consumption, the result is a 13.5% decline in gross value added at market

prices.

The value of final crop production was down 10.8% (mainly volume-induced) over
the previous year, with bad weather - especially the rain and cold snaps 1in
April, May and June = resulting in much smaller harvests (including a run-down
in stocks) for cereals (-15.9%), potatoes (-15.5%), fresh vegetables (~12%),
fresh fruit (-33%) and wine (-11.5%). Only in the case of oil seeds was there
any significant increase in the volume of production (+28%) as a result of the
greatly increased production area. With the volume of crop production down,
producer prices remainéd on average more or Lless unchanged, with divergent

trends from product to product. For instance, prices were well up for fresh
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fruit (+15%), fresh vegetables (+18%) and wine must and wine (+17%), but were

much Llower for cereals (=7.7%), oil seeds (-18%) and potatoes (-10%).

Animal production also played its part (=9.1%) in the general fall in the value
of agricultural production, and was both volume-induced (=4.6%) and
price-induced (~4.7%). Production was down in volume terms (including a
run-down in Llivestock) for virtually all animal products with the exception of
poultry and sheep. A particularly sharp fall in production volume was recorded
for milk (~8%) as a result of the reduction in and the suspension of milk
qguotas. For all animal products with the exception of eggs, producer prices in
1987 were below those of 1986, the biggest declines being recorded for pigmeat
(-12.5%) and poultry for slaughter (=5%). |

Table 12: Changes in the major items of the income account for agriculture
in the FR Germany, % change in 1987 over 1986

at market prices

[ | I I |
| |  volume | Price | value |
| | l | |
| I [ | |
| Final production | -6,8 | =-3,0 | -96 |
| Crop production I -11,3 | 0,6 | =-10,8 |
} Animal production I - 4,6 } - 4,7 = - 9,1 l
| Most marked changes1): | | | |
| Milk | -80 | =-20 | =-9,8 |
| Pigs | =-1,5 | =-12,5 | =-13,8 |
| Cereals | =15,9 | =-7,7 | -22,4 |
: Fresh fruit | -33,0 | 15,0 I -22,9 {
| |
: Intermediate consumption | - 1,0 } - 5,2 = - 6,1 ’
l
| Gross value added | | | |
| | | | T
| | | | l

D The products indicated are those which have made the most significant
contribution to the change in the value of final production.

NB: The commas in the tables read as decimal points

Expenditure on intermediate consumption was down 6.1% (largely price-induced),
" the main contributing factors being the prices of feedingstuffs (-8%),
fertilizers (=13.5%) and energy (-8%). Consumption of intermediate inputs, on

the other hand, underwent virtually no change on average.

Despite a number of new measures and higher payments as compensation for

farmers in less-favoured areas and for cessation of milk production, subsidies
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probably declined overall in 1987, due in the main to a Llower Level of VAT
loss-of-income compensation in the wake of lower turnover and the phasing=out
of compensatory payments following the nuclear accident at Cherncbyl.
Compensatary payments for set=-asides and the suspension of milk gquotas for the
year 1787/88 will not have an effect on incomes until 1983.

FIGURE 5 : EVOLUTION OF INCOME INDICATORS 1 TO 3
FOR FR OF GERMANY BETWEEN 1977 AND 1987
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With depreciation falling slightly as a result of stable prices of capital
goods and a low wvolume of investment, there was a marked increase in taxes
linked to production in 1987 (#11.7X)}, due to developments in producer Levies

for cereals and milk (discomtinuation of the aids to small producers) and for
sugar (new elimination lewy).

The result of these developments was a marked fall in net value added at factor
cost (=19.2%), while the relatively insignificant change in expenditure on
rents {(+2%), dinterest (-2.5%) and hired Llabour (-4%) added to the effect on

other income parameters,
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Compared with the Community as a whole, there was an above-average fall in
tabour 1input in agriculture and a below-average increase in the Llevel of
prices, both of which tended to take a Llittle of the edge off the negative
effects. Even so, in real terms per annual work unit, incomes were well down
by 16.3% for indicator 1 and by even more for indicators 2 and 3 (-22.1% and
-27.5% respectively).

4. Greece

The decline in real income per annual work unit in 1987 was less than in the
previous year, with net value added at factor cost per AWU in real terms
(Indicator 1) 0.6% down on the previous year (1986 = =3.1%). The high rates of
change in the nominal sectoral income parameters (+13.6% to +14.0%) can be put
down very largely to price rises, which attained a level just below the rate of
inflation. The 13.6% increase 1in nominal net value added at factor cost
results only in part from the 8.3% increase in gross value added at market
prices. The drastic increase in subsidies (+59.9%) and the even more extreme
fall in taxes linked to production (-73.7%) are Likely to have produced a
positive effect on incomes. The change in gross value added at market prices
is due to a somewhat higher increase in the value of final production (9.1%)
and an even sharper rise in teh value of intermediate consumption (11.6%). In
both cases, the increases are entirely price-induced, with the high rate of

inflation taking some of the edge off the very pronounced rates of change.

The volume of production declined, while intermediate consumption dinput
increased. The relatively moderate increases in the price of intermediate
consumption led to slight falls in net value added and net incomes (in real
terms), although product prices were on average up Lless than the rate of

inflation.

The decline in the volume of production is accounted for by crop production,
which is particularly important in Greece. Animal production, on the other
hand, increased in volume terms overall and for almost all the main products.
Particularly sharp declines in production were noted for the very important
industrial crops (-7.9%). Slight dincreases in production were noted for the
important product groups fresh vegetables and fresh fruit and for the Lless
important items wine and other crop products, but production was down in volume

terms for all other crop products.
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Table 13 : Changes in the major items of the income account

for Greek agriculture, ¥ change in 1987 over 1986

market prices

I | | |
| |  Volume Price | value |
| | | |
I | | I
| Final production | = 2,7 12,1 | 9,1 |
| Crop production | = 4,4 | 12,8 | 7.8 |
| Animal production I 1,2 | 10,7 I 12,0 I
| I I

| Most marked changes L | | | |
| Fresh vegetables I &7 | 17,0 | 22,5 |
| Fresh fruit | 0,7 | 12,0 | 12,8 |
| Milk | 2,0 | 8,0 | 10,2 |
I Industrial crops I - 7,9 I 14,0 E 5,0 i
| Intermediate consumption | 1.0 | 10,5 : 1.6 I
| | |

| Gross value added at | | | 8.3 |
| | | | 2 |
i | | | |

13

The products indicated are those which have made the most significant
contribution to the change im the value of final production.

ME: The commas in the tables read as decimal points

FIGURE 6 : EVOLUTION OF INCOME INDICATORS 1 TO 3

FOR GREECE BETWEEN 1977 AND 1987
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5. Spain

Agricultural dincomes in Spain are expected to be well up in 1987 over the
previous year, due to the increased volume of production particularly in the
crop sector, which is the more important sector in Spain. Following some major
declines in the 1986 harvest, production was up for virtually all products in
1987, with particularly pronounced improvements for cereals (+33%), fresh fruit
(+17.4%) and citrus fruit (+9.5%). Strong growth was also recorded for olive
oil (423.6%), attributable to the substantial harvest of olives for oil
production in 1986/87. The prices of crop products followed divergent trends,
with marked declines for cereals, potatoes and fresh fruit, and increases for

fresh vegetables, wine and olive oil.

Table71ﬁ: Changes in the major items of the income account for

Spanish agriculture, % change in 1987 over 1986

at market prices

| ! | I |
| |  volume | Price | value |
| | | | |
| { [ | |
| Final production | 7,8 | =-2,6 | 5,0 |
| Crop production | 11,9 | =-2,0 | 9,6 |
I Animal production | 2,5 = - 3,9 : -1,5 =
I
| Most marked changes1 : | | | |
| Cereals | 33,0 | -4,9 | 26,5 |
| Fresh vegetables | =-1,5 | 12,8 | 11,1 |
| Olive oil | 23,6 | 7,4 | 32,7 |
} Grape must and wine I 6,5 } 20,6 } 28,4 =
! Intermediate consumption | 0,9 { 0,3 { 1,2 {
| |
| Gross value added | | I 8.0 |
| | | | ’ |
| | | | |

D The products indicated are those which have made the most significant
contribution to the change in the value of final production.

NB: The commas in the tables read as decimal points

The picture was the same for animal production, with increased production
volumes across the board apart from milk (-2.8%) and eggs (=3.4%).
Particularly marked increases were noted for pigmeat (+7.1%) and beef and veal
(+3.9%). 1Increased volumes in the animal sector were balanced out very largely
by Llower prices; this was particularly true of pigmeat (-13.1%) and milk
(=5.6%), although substantial price increases were recorded for eggs (+15.3%)
and beef and veal (+8.3%).
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FIGURE 7 : EVOLUTION OF INCOME INDICATORS 1 TO 3
FOR SPAIN BETWEEN 1977 AND 1987
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Expenditure on intermediate consumption was slightly higher than 1in 1986,
important factors being a slight dncrease in input (feedingstuffs +1.2%,
fertilizers +3.5%) and what were on average wvirtually unchanged prices.
However, developments in intermediate consumption had virtually no effect on
the increased wvalue of production. Gross wvalue added at market prices in

Spanish agriculture in 1987 was well up on the previous year®s value (+3X).

The subsequent items in the income account increased in 1987 by between 3.5X%
(compensation of employees) and 5.3% (rents), & higher rate of growth being
recorded only for subsidies (+19.5¥). Monetheless, net wvalue added at factor
cost and nominal met dincomes were both well abowe the previous year's figures.
In terms aof annual work wnits, Hdncome growth was strengthened by the fact that
Labour input in Spanish farming was down more than in the Community on average.
In real terms, and bearing in mind the rate of inflation, income growth was
somewhat less, but still recorded substantial rises for all three indicators of
between 5.B¥ (indicator 1) and 7.?%¥ Cindicator 3).
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6. France

In 1987, real incomes per annual work unit are expected to be lower than the
previous year's figure by between 2.1% (Indicator 2) and 2.7% (Indicator 3).
Net value added at factor cost per AWU is expected to be down by 2.5% in real
terms, thus reversing the previous year's trend (Indicator 1, 1986: +2%).

The rates of change in the nominal sectoral income parameters are virtually on
a par with the real income indicators per AWU, given that the 3.2% inflation
rate balances out the positive income effect of a 3.2% reduction in Llabour
input.

Table 15: Changes in the major items of the income account for
French agriculture, % change in 1987 over 1986

at market prices

| | | | |
| |  volume | Price | value |
l | | | |
[ | | | |
| Final production | 2,2 | -3,0 | =-0,9 |
| Crop production | 5,2 | =-5,0 | 0,0 |
| Animal production | =-1,9 | =-0,7 | =2,6 |
| | | | |
| Most marked changes1): | [ | |
| 0il seeds | 65,0 | = 14,0 | 41,9 |
| Grape must and wine | =-5,2 | =-5,2 | =10,1 |
| Cattle including calves | =5,5 | 0,6 | =-4,9 |
| Milk | - 4,0 | 1,0 | -3,0 |
| | | ' l |
| Intermediate consumption | 1,6 | -1.1 | 0,5 |
| | | | |
| Gross value added | | | _ |
| | | | T8
| | | | |

D The products indicated are those which have made the most significant
contribution to the change in the value of final production.

NB: The commas in the tables read as decimal points

The 1.8% decline in gross value added at market prices can be put down to a
slight fall in the value of final production of 0.9% and a slight increase in
expenditure on intermediate consumption of 0.5%. In both cases, prices are
down and volume up, with a negative price effect predominating for final
production.
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FIGURE 8 : EVOLUTION OF INCOME INDICATORS 1 TO 3
FOR FRANCE BETWEEN 1977 AND 1987
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While the wvalue of crop production remained unchanged compared with the
previous year, the value of final animal production fell by 2.6%. In the crop
production sector, a fairly marked increase in production (+3.2X%X) contrasted
with a price decline of wirtually the same proportion (=5%). With the
exception of fresh vegetables and wine, the production of all main crop
products increased, especially as regards dndustrial crops, and more
specifically in respect of oil seeds (+45%). The decline in the price index
can be attributed very largely to reduced prices for cereals (=56.2%), the most
impartant production sector in France. The biggest price declines were
recorded for potatoes (=31X) and cil seeds (=14X).

In the animal production sector, general declines were recorded for production
volume and prices. The prices of animal products remained unchanged or rose
slightly, peaking at +15% for eggs. On the other side of the coin, producer
prices were down for animals for slaughter and especially for pigs (=9%) while
pie production wvolume was wup. The decline 4n the wvalue of animal
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production can be attributed mainly to Llower Llevels of milk and cattle
production (-4% and -5.5% respectively), with prices only slightly up. The
reduced volume of cattle production contrasts with the figures in national
statistical publications, which are based on the delivery concept
(slaughterings -adjusted for external trade). The reason for the apparent
discrepancy is to be found in the Community's final production concept as used
in the economic accounts for agriculture. Deliveries or sales resulting (for
instance) from a run-down in livestock do not produce an increase in final

production.

Intermediate consumption input increased in almost all categories. However,
price reductions for energy and feedingstuffs and especially for fertilizers
(-10%) almost balanced this out, with the result that the value of intermediate

consumption changed only very slightly over the previous year.

Despite increased subsidies, the increases in taxes and depreciation served to
add a Llittle fuel to the negative change in gross value added at market prices
for the three income indicators. The lower rate of decline in Indicator 2 as

against Indicator 1 results from the sharp fall in interest payments (=7.7%).

7. Ireland

Following successive falls in dincome in Irish agriculture in 1985 and 1986,
there was a sharp recovery in 1987. This was mainly due to a combination of
higher prices for most animal products, a significant recovery in the volume of

crop production and a lower level of expenditure on intermediate consumption.

The value of animal production (the dominant element in farming in Ireland) was
up by 2.4% in 1987 despite the 1.8% fall in the volume of production. This
increase in value can be attributed to the higher prices which were obtained
for all the major animal products with the exception of pigmeat. In the cases
of the two main sectors, beef and milk, declines in the volumes of production
of 4.3% and 1.8% were offset by price increases of 4.2% and 4.4% respectively.
There was a sharp increase of 13.7% in the volume of sheep production which,
taken together with a price increase of 3.9%, resulted in an increase of 18.1%

in the value of sheepmeat production.
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With the return of more favourable weather conditions in 1987, there was a
marked improvement in crop output. The volume of crop production increased by
15% and there was an increase of 1.9% in overall prices. The most notable
increases in volume were cereals (+13.0%), sugar beet (+22.8%) and potatoes
(+25.5%). With the exception of potatoes, there were increases in the prices of
alt other crop products.

Table 16 : Change in major items of the income account
for Irish agriculture, % change in 1987 over 1986

| |
| | volume |  Price | value |
| l |
| |
| Final production | 0,2 | 4,0 | 4,2 |
| Crop production | 15,0 | 1,9 | 17,3 |
| Animal production | =-1,8 | 4,3 | 2,4 |
| . | | |
| Most marked changes ’ : I | | |
| Milk | -1,8 | 4,4 | 2,5 |
| Cereals | 13,0 | 1,7 | 15,0 |
| Sheep and goats | 13,7 | 3,9 | 18,1 |
{ Sugar beet I 22,8 : 5,2 ! 29,2 :
= Intermediate consumption I - 3,6 : - 3,9 l -7,3 =
| Gross value added at | | | |
: market prices = } { 14,8 {

D The products indicated are those which have made the most significant
contribution to the change in the value of final production.

NB: The commas in the tables read as decimal points

There were falls in both the volume (-3.6%) and price (-3.9%) of intermediate
inputs in 1987. The fall in the volume of inputs was due largely to a fall of
12.0% in the consumption of feedingstuffs - a fall which must be seen in the
context of an extremely high level of consumption in 1986 due to the adverse
weather conditions. Consumption of fertilizers, on the other hand, was well up
(+13.6%), as prices declined sharply (-24.1%).

The resultant increase in gross value added at market prices (+14.8%) was
tempered slightly by a Llower rate of increase in subsidies (+4.1%) and a
significant increase in taxes Llinked to production (+31.2%). However, with

Little or no change in depreciation and rents and a fall of 11.6% in interest
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FIGURE 9 : EVOLUTION OF INCOME INDICATORS 1 TO 3
FOR IRELAND BETWEEN 1977 AND 1987

*1980"(1)=100
200 4
1804, .
160 4
Mo ™ -
"‘“‘kh P iy, o IND.
100 - N = e
-\2— —_—

80 - T T T T T T T T ] T

) 78 19 B0 81 a2 B3 B4 B5 BE &7

YEAR
e-n-a IND.1 - |ND. 2 eua [ND.3

(1) "1 e80"=(1879+1980+10281),/3

payments, nominal net value added at factor cost increased by 15.7% and net
income from agricultural activity of family Llabour input by 23.0X. This was
reflected = albeit slightly less markedly = in real terms (expressed in annual
work units), as the rate of inflation exceeded the decline in labour input in
Irish agriculture. Thus Indicator 1 increased by 13.9% and Indicator & and 3 by
19.1% and 21.1% respectively.

8. Italy

Following last year's rise, dincomes are expected to decline again in 1987,
although the value of total final production has undergone virtually no nominal
change since 19856 (=-0.8X). The wvalue of crop production has fincreased
slightly, while that of animal production has declined. With expenditure on
intermediate consumption also on the decline (-1.5%), gross value added at
market prices fell by a mere 0.5%. However, in terms of the income indicators,
the relatively small decline in Labour input (=1.7X%) and the high rate of
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Table 17: Changes in the major items of the income account for
Italian agriculture, X change in 1987 over 1986

I | |

| Volume | Price Value

|

| Final production | =0, | =0,7 - 0,8

| €rop production | -0,2 | 0.9 0,7

| Animal production 0,0 - 3,0 -3,0

|

| Most marked EhﬂﬂgE51}: |

| oLive ail | 50,0 2,6 | 53,9

| Pigs | - 3,0 -13,8 -16,4 |
| Fresh fruit 10,0 0,8 10,9 |
| Grape must and wine - 4,9 = 5,4 = -10,0 I
I I

| Intermediate consumption 0,0 = .5 | - 1.5 |
| I I
| Gross value added | I 0.5 |
| at market prices | = ’ }
|

| |

13
contribution to the change in the value of final production.
ME: The commas in the tables read as decimal points

FIGURE 10 : EVOLUTION OF INCOME INDICATORS 1 TO 3
FOR ITALY BETWEEN 1977 AND 1987
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inflation (5.3%) produced real income declines per annual work unit of between
=4.9% (Indicator 2) and -9.3% (Indicator 3), despite a 20.6% rise in subsidies.
The sharp decline in the net income of family workers results from the very
high level of expenditure on hired Labour, which increased still further in
1987.

The slight change in the value of overall final production is the result of
highly divergent trends for the various products. In the crop sector,
production volume overall was slightly down, with sharp falls for citrus fruits
(-39%) and sugar beet (-7.2%), as well as for the major products wine (-4.9%)
and fresh vegetables (~4.2%).

Higher production volumes were recorded only for fresh fruit (+10%) and olive
oil (+50%), the latter increase resulting partly from a decline in the previous
year. As production volumes declined, prices increased slightly. There was a
particularly pronounced increase in the price of potatoes (+27.8%), although
here again the situation has to be viewed against the background of the fall in
prices the previous year. 0f particular significance is the 5.4% fall in the
price of wine (an important product in Italian agriculture) which, together

with reduced production volumes, Led to a 10% decline in value terms.

The value of animal production (a less important sector in Italy) fell by 3% -
Largely price-induced - as the volume of production remained constant. The
production sectors mainly responsible for this decline were meat - and here
particularly poultry (-8.5%) and pigmeat (-13.3%) - with price increases of
2.3% and 11.2% for milk and eggs respectively.

9. Luxembourg

Despite a decline in the value of production over the previous year (which even
a fall in expenditure on intermediate consumption failed to balance out),
farming incomes 1in Luxembourg in 1987 will be above the previous year's
figures. This is largely due to the substantial fall in taxes Llinked to
production (-39.7%) and the sharp decline in Labour input. These two factors,
together with only a slight increase in depreciation and rents and a fall in
interest payments, have resulted in Indicators 1 and 2 being up by 2.4% and
Indicator 3 by 1.9%, despite the fact that gross value added at market prices
in 1987 was below that of 1986.
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The fall in gross value added at market prices (-2.6%) can be put down to the
reduced value of production, which was not balanced out by the Lower Llevel of
expenditure on intermediate consumption. Both the animal and the (less
significant) crop production sectors contributed to the declihe in production
value.

Table 18: Changes in the major items of the income account for

Luxembourg agriculture, % change in 1987 over 1986

at market prices

| [ : I I

| | volume | Price | Value

| | | |

| | | |

| Final production | -2,6 | -0, | -3,0 |
| Crop production | -4,0 | -1,3 | =-5,2

} Animal production | =-2,3 } -0,2 { - 2,5

|

| Most marked changes1): | | | |
| cattle including calves | -1,7 | -3,6 | =5,2 |
| Pigs | 4,0 | -15,3 | -11,9 |
| Fresh fruit | -56,4 | 20,0 | -47,6 |
I Grape must and wine I -10,9 1 1,2 } -9,8 {
{ Intermediate consumption 1 1,6 % -5,2 } - 3,7 }
| Gross value added | | I _56 |
| | | | ’ |
| l | | |

R The products indicated are those which have made the most significant
contribution to the change in the value of final production.

NB: The commas in the tables read as decimal points

In the crop seetor, production was down 4% in volume terms, with disparate
trends for the various products. There were increases for cereals (+21.4%),
0il seeds (+72.1%) and other crop products (+17.6%), with the other product
groups declining, especially wine (-=10.9%) and fresh fruit (-56.4X). Crop
product prices were down slightly on average, but there were substantial
increases for fresh fruit and fresh vegetables.

Volume and price changes in the animal production sector were less significant
than in the crop sector. The Llower value of animal production can be traced
primarily to reduced volumes for milk (-3.8%) and beef and veal (~1.7%). There
was growth in volume terms in the pig production sector (+4%), while in price
terms, there were substantial falls for pigmeat (-15.3%) and beef and veal
(-3.6%), and an increase for milk (+4.5%).

39



FIGURE 11 : EVOLUTION OF INCOME INDICATORS 1 TO 3
FOR LUXEMBURG BETWEEN 1977 AND 1987
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Expenditure on intermediate consumption fell by a price-induced 3.7% over the
previous year as consumption in volume terms increased slightly. Input of all
components apart from seeds was slightly up. Prices for the major items
feedingstuffs, fertilizers and energy were well down, compared with slight

price increases for the other components.

10. Metherlands

The wupward trend of the previous year for agricultural 4dncomes in the
Netherlands will continue but will be Lless marked. The sharp decline in the
value of animal production was to some extent (but not fully) offset by the
increase in the value of crop production. The substantial reduction in outlay
on intermediate consumption caused by the price trend, however, resulted in

slightly higher gross value added at market prices than in 1984.
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Table 19 : Changes in the major items of the income account for
butch agriculture, % change in 1987 over 1986

—_—

|  wvolume | Price | Vvalue
I | I
Final production -1,0 | =-2,0 | =3,0
Crop production 0,7 | 1. | 2,6
Animal production | -1,9 | =4&2 | =6,
| |
Most marked thangei“ : | I
Pigs | 4,0 -15,0 | =11,6
Milk - 7.0 1.0 | = 6,1
Fresh vegetables - 0,6 13,2 | 12,5
Flowers and ornam. plants | 7,0 -1,5 | 5,4
|
Intermediate consumption 1,5 - 8,1 | - 6,7
| I
Gross value added at |
market prices | 0,6
l

2 The

products indicated are those which have made the most significant
contribution to the change in the value of final production.

NB: The commas in the tables read as decimal points

FIGURE 12 : EVOLUTION OF INCOME INDICATORS 1 TO 3

FOR THE NETHERLANDS BETWEEN 1977 AND 1987
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The trend in animal production is mainly due to the sharp decline in pigmeat
prices (-15%) although, the volume of animal production too was below that of
the previous year, with diametrically opposed trends depending on the
products. The production quantities for milk (-7%) and cattle including calves
‘ (-3%), for example, were lower as a direct or indirect result of the reduction
in milk quotas, whereas the production of pigmeat (+4X%) and poultry (+7%)

rose.

There were different trends in the volume and prices of the separate items of
crop production. Arable products were down S5X%X in volume terms, while
production volume in horticulture rose by 2.5%. Sharp dincreases are
anticipated for the production quantities of fresh fruit (+8X), potatoes
(+8%), and oil seeds (+33%) and flowers and ornamental plants (+7%), whereas
the production of cereals (-12.4%) and sugar beet (-20%) fell because of the
poor harvest after the wet summer. The prices of cereals, potatoes, oil seeds
and fresh fruit were well below those of the previous year, whereas the prices
of fresh vegetables increased sharply and sugar beet prices rose to a lesser
extent.

Downward trends in the prices of intermediate consumption, especially
feedingstuffs (-10%), fertilizers (-14.5%) and energy (-19X%X) resulted in a
much Llower outlay on intermediate consumption (-6.7%) in conjunction with
slightly higher input.

Net value added at factor cost remained virtually the same as in the previous
year in the face of falling subsidies and slight increases in taxes Llinked to
production and depreciation. However, 1in real terms based on annual work
units, there is evidence of increases in income of 2.6% for indicator 1 and
2.8% for indicator 2. This is due to the slight reduction in labour input in
agriculture and the fall in the general level of prices (-1.6%X). There was a
more appreciable dincrease in the income of family workers (indicator 3)
(+3.6%) due to a sharper decline in the use of family labour compared to the
overall Llabour input.
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11. United Kingdom

In contrast to the situation in 1986, when agricultural income rose by 7.2%,
indications are that there will be a fall in agricultural income in the United
Kingdom in 1987. Net value added at factor cost was 1.2% below the 1986 Level.
In real terms and in terms of annual work units, Indicator 1 shows a 2.9% fall
for 1987. The reduced expenditure on rents and particularly interest resulted
in a lower rate of decline for Indicator 2 (-1.6%). 1In terms of the net income
of family workers (Indicator 3), on the other hand, there was a sharper decline
(-4.0%), due to the increase in expenditure on hired labour, a significant item
in the United Kingdom.

Table 20 : Changes in the major item of the income account for
UK agriculture, % change in 1987 over 1986

| |
| | volume | Price | value |
| | | | |
I |
| Final production | -2, | 1,8 | -0,3 |
| Crop production | -3,7 | 2,2 | -1,6 |
l Animal production : -0,9 { 1,5 { 0,6 l
| Most marked changes1): | | | |
| Cereals | -11,3 | 1,7 | -9,8 |
| Milk | -5,6 | 1,7 | - 4,0 |
| Potatoes | 0,0 | 13,9 | 13,9 |
} Fresh vegetables l -2,1 % 10,3 % 8,0 l
l Intermediate consumption l - 2,1 | 1,5 } - 0,6 ‘
|
| Gross value added at | | | |
’ market prices = ; { 0,1 I

2 The products indicated are those which have made the most significant
contribution to the change in the value of final production.

NB: The commas in the tables read as decimal points

Gross value added at market prices was virtually unchanged over 1986 (+0.1%),
due to a slight decline in the value of production (-0.3%) and a slightly more
pronounced fall in the value of intermediate consumption (-0.6%). As regards
intermediate consumption, the volume element was down, the only exceptions
being the slight increases for fertilizers and "material and small tools;
maintenance and repairs”. With the exception of fertilizers (-10.3%), all

other input components reported increased prices.
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FIGURE 13 : EVOLUTION OF INCOME INDICATORS 1 TO 3
FOR UNITED KINGDOM BETWEEN 1877 AND 1587
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The volume of production was down on average, the rate of decline being roughly
on a par With the increase in the price index of final production, resulting in
8 wirtually wunchanged value for final production. This can be put down to
a slight fzll din the walue of final crop production and slightly dncreased
figures for animal production (the dominant production sector in the UK). 1987
sawWw a slight decline in the volume of animal production (=0.9%¥), resulting from
Lower Levels of production in the major sectors milk (=5.6%) and beef and wveal
(=1.6%X) and an increase for all other products. Milk production was down
because of the guota restrictions. Prices were up for most amimal products,

declines being recorded only for pigs and poultry.

The value of crop production fell by 1.6% in 1987, due to the volume of
production being well down on the previous year, a development which was not
halanced out by increased prices for crop products (on average). There were
substantial falls in the volume of production for cereals (-11.3%) - following
& poor harvest = and fresh fruit (=5.1%). The fall in yields for fresh fruit
was due in part to the damage caused by the October gales. The production
volume of oilseeds and pulses, on the other hand, showed an increase. As
regards price developments for crop products, the most significant changes were
for potatoes (+13.9%) and fresh wvegetables (+#10.3%), these increases
contrasting with the situation for oilseeds (-22.4%) and fresh fruit (=&.8%).
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III. Medium—term trends in agricultural income from 1977 to 19871)

A. Presentation of income trends

1. Results of Indicators 1 to 3 for the Community

At the beginning of the period under review, the development of real net value
added at factor cost per annual work unit (Indicator 1) in agriculture was
characterized by a downward movement in both 1979 and 1980 (Table 21 and
Figure 14). Following the low lLevel in 1980, the next two years witnessed a
recovery, after which there was a period of alternating growth and more marked
decline from one year to the next. The average net value added over the years
from 1983 onwards was roughly the same as at the beginning of the review
period. Falls in income are expected for 1987 for Indicator 1 (see section
11), with the result that the index of net value added per AWU will fall to
slightly below the level for the period 1979-81.

Real net income from agricultural activity of total Llabour input per annual
work unit (Indicator 2) developed in a similar fashion to Indicator 1. After
only slight changes in the first two years, the annual fluctuations were more
marked than in the case of net value added. Over the period as a whole, the

trend was rather less favourable than for Indicator 1.

The comments under Indicator 2 also apply in principle to real net income from
agricultural activity of family Llabour input per annual work unit
(Indicator 3). In this case, however, the annual fluctuations are greater and

the downward trend in income is more marked.

R The account data referred to in this section deviate from those in earlier

publications. This is due to a revision of the Economic Accounts for
Agriculture carried out by some Member States. The comments on medium-term
income trends in the Community and their causes relate to EUR 10 as the
complete information required to calculate the indicators is only available
for EUR 10. This approach is in the interest of uniformity. Where, however,
information is available under certain headings for Spain, this is given in
addition to the EUR 10 results. 1977 was chosen as the starting year as data
are not available for some Member States for earlier years.
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Table 21 :

Indices of income indicators 1 to 3 for the Commumity

(EUR 10 and EUR HL 1977 to 1987

— — — — — — — m— s e o e

13

-
]

= 1980" = 100
aar I fﬁﬁi:atn:_l Indicator 2 Indicator 3 |
| EUR 10 EUR 11 EUR 10 EUR 11 EUR 10 |
I
1977 | 102,1 | : | 107,8 | | 14,2 | = |
1978 | 105,4 | | 110,4 | | 116,0 | SR |
1979 | 103,0 | 102,46 | 105,1 | 104,9 | 107,6 | 107,4 |
1980 | 96,3 | 97,4 | 95,4 | 96,8 | 93,4 | 95,4 |
1981 | 100,8 | 100,0 | 99,5 | 98,4 | 29,0 | 7.3 |
1982 | 11,5 | 111,3 | 11,7 | 1113 | 115,7 | 15,2 |
1983 | 105,1 | 105,6 | 103,9 | 104,3 | 103,5 | 104,4 |
1984 | 108,3 | 110,2 | 107,3 | 109,1 | 108,2 | 110,7 |
1985 I 103,0 | 105,7 | 100,1 | 102,9 | 97,5 | 101,3 |
1986 | 104,9 | 106,7 | 102,8 | 104,4 |  101,8 | 104,3 |
1987 | 99,8 | 103,0 | 97,8 | 100,9 | 94,6 | 99,0 |
| r | I I
"1980" = (1979 + 1980 + 1981) : 3
data not available
NB: The commas in the tables read as decimal points
FIGURE 14 : EVOLUTION OF INCOME INDICATORS 1 TO 3
FOR THE COMMUNITY{EUR 10) BETWEEN 1977 AND 1887
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The fact that Indicators 2 and 3 tend to fluctuate more than Indicator 1 is due
partly to the fact that the net income parameters are residual values. They
result from net value added after deduction of rents and interest payments and,
additionally for Indicator 3, compensation of employees. These items are in
part subject to Llong-term trends which may not necessarily accord with
short-term fluctuations in production. Contrary changes in these parameters

may have the effect of exacerbating the annual income fluctuations.
2. Income trends in the Member States

The falls in income in 1979 and 1980, described above in terms of the Community
average, can be observed for real net value added at factor cost per AWU in
almost all the Member States, though to differing degrees (Tables A.8 to A.18
and 22). However, income improved in the next two years in every country,

after which characteristic differences appear in the national trends.

Table 22 : Indices of real net value added at factor cost per annual work unit
1 _

(AWU), Indicator 1, from 1977 to 1987, *1980" 100
| I ! [ I f [ I I | | | 1 [ I
| s |k [ o | & | F JIm |1 |t | M| K I|ER10 E |ERM|
I I I | I | | I | I I | I I I
[ I | | I ! | | I | I I I [ |
| v | %6 5,8 12,7 8] 9,90 w4 %B,5 97,0 105,0] 1,7 1@ : | = |
| om [ 1031] 104,3] 118,2] %,8] 103,4] 143,5] 101,0] 9B,0] 103,4] 18,0 105,4] : | : |
| 7 | 93,3 w6l 107,1] 90,1| 106,0] 16,1] 104,7| 101,2] 95,4 1G3,0| 163,0] 12,5] 12,6
| 19 | 7] 97,6 %00 102,0] 9,5 9,1] 98,8 95,8 9,8 95,7 93| 1057 97,4
| 981 | 108,0] 111,8] 98,9 107,9] %,5| 9,9 9%,6| 105,0] 112,7| 101,3] 100,8] 91,9| 100,0]
| 98 | 113,7] 1354] 17,9] 112,0] 113,1] 102,8] 98,5| 146,2] 118,3] 11,3 111,5] 07,3 111,3|
| 198 | 12,8 115,9] 95,8] 100,0] 106,1] 111,4] 102,9] 129,8] 117,0] 101,2] 105,1] 107,4| 105,6|
|98 | 118,1] 154,2] 112,1] 109,4] 103,2] 121,9] 9%,4| 132,8] 123,2] 119,1] 108,3] 120,1] 110,2]
| 198 [ 112,9] 147,7] 98,0] 108,9] 100,8] 105,7] 97,1] 135,0] 117,7] 96,8| 163,0] 122,3] 105,7|
| 198 | 109,8] 141,1] 109,5] 105,6] 102,6] %,9] 95,6| 139,2| 124,8] 103,8| 104,9] 114,4| 106,7|
o I el o7l ool o0l 10811 @71 25| 1280l 10081 5981 21,00 1050
I I I I I I I I I I I I I I I
| IR |- 5,8] -12,4] 16,3 - 0,6] - 2,5 13,91 - 6,2 24| 26| =29 - 4,9 58 - 35|

! | | | I I I I I I I I | |

D woaon = (1979+1980+1981) : 3
NB: The commas in the tables read as decimal points

Over the period as a whole a fall in real net value added is evident for
Ireland and the FR of Germany, and to a lesser extent for the United Kingdom

and Italy. Agricultural incomes stagnated in France in the period under review
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but the development of net value added was positive in all the other Member
States. The clearest rises in income took place in Denmark, Luxembourg and the
Netherlands, though there has been a downward trend in the last four years 1in

Belgium and Denmark. To a lesser extent, this also applies to Greece.

B. Causes of income trends

Final production

The volume of agricultural final production in the Community rose continuously
between 1977 and 1984 but this development came to a halt in the following
years. Taken over the entire period, the average1) annual growth in the
volume of production was 1.9%, crop production having a larger share (+2.6%)
than animal production (+1.2%).

Crop production is subject to more marked annual fluctuations than animal
production, due largely to the influence of the weather on yields. Taking
individual product groups, the production of cereals has ihcreased_ out of
proportion to crop production in general, though it has stagnated in the last
few vyears. There have been considerable increases in the production of
industrial crops, particularly from 1984, a development which is probably
mainly due to the expanding cultivation of oilseeds. On the other hand, the
volume of the important products fresh fruit, wine and fresh vegetables rose at

below-average rates.

The volume of animal production has increased Little over the whole period, and
has been virtually stable since 1983. The production of milk, the most
important animal product, rose steadily up to 1983 but after that - with the
exception of 1986 - the introduction of quota arrangements had a restrictive
effect. The volume of cattle production has Llikewise changed Llittle since
1983. Only in the pig sector can increases be detected over the whole period
which are higher than those for animal production as a whole. Above-average
expansion is also to be seen in poultry production; this applies in particular
to the last two years.

D AlLL the average rates of grdwth have been calculated as geometric means.
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Agricultural producer prices have risen (in nominal terms) more than production
volumes on average. Up to 1985, they were rising at a steady 4.5% per year on
average; however, they then declined at almost equally high annual rates.
Price developments in the animal sector were similar. Price increases were
somewhat more marked for crop products, but only up to 1984, after which they

declined slightly each year.

The price trends for a number of crop products (potatoes, etc.) have been
subject to considerable fluctuation in individual years owing to the influence
of weather on yields. It is hard to detect a clear price trend for these
products over time. On the other hand, cereals present one example of clear
and above-average producer price increases up to 1983. After a severe fall in
1984, cereals prices remained virtually constant although there was a decline
in the last year. Attention should also be drawn to the marked and continuous
price increases for industrial crops though here too, there were considerable
falls in the last three years. Despite contrary price movements in individhal
years, the average prices for fresh vegetables rose at an above-average rate
during the period as a whole.

The price trends for the two most important items of animal production, milk
and cattle, were free of major fluctuations. Milk prices rose continuously
over the entire period though the rate of increase slowed down in the last few
years. There were also clear rises in the beef sector up to 1983 though prices
dropped after this year, particularly in 1986. Pig prices were subject to
severe fluctuations in some cases; taken over the period as a whole, however,
there was only a slight price increase.

In assessing the price trends of individual products for the Community as a
whole, it must be remembered that the rates of inflation in the main producer
countries for the product in question have a major effect. Relatively
high-inflation countries are given greater weight in crop production than in
animal production, which tends to take some of the edge off the divergent price
trends in the two sectors.

It is price development which has been the main factor in the change in the

value of final production. The value of final production in the Community rose
on average by 7.9% per annum from 1977 to 1984 without a break, but the trend
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was then reversed. The slightly degressive tendency of 1985 and 1986 became
far stronger in 1987.

The overall decrease in production value in the last few years stems from
declines in animal production which have become more marked since 1985. Here
one can see the influence of stagnating production volume since 1983 and
falling prices since 1985. On the other hand, the value of crop production
rose continuously over the entire review period at an average of 6.2% per

annum.

The value of final production has risen in all the Member States included in
the analysis, seen as an average for 1977-1987. The extent of this increase
varies greatly from couhtry to country, above-average figures applying to
Greece, Spain, Italy and France. However, the development of production volume
in these countries shows clearly that the higher production value is Llargely
price-induced and must be seen in the Llight of national price Llevels in
general . The FR of Germany and Luxembourg have the Llowest increases in
production value; in Germany, these are almost entirely due to higher
production volume, though this latter increase is the lowest of all Member
States. Production rose in particular in the Netherlands though it was also
above average in Spain, France and Denmark.

*

Intermediate consumption

The value of intermediate consumption increased in the Community between 1977
and 1985, the annual average rate being 7.7% and thus exceeding the
corresponding rise in final production. One can thus deduce the dincreasing
importance of intermediate consumption in the period though the contrary trend
applied in the Last two years when outlay under this heading fell by 4.9% in
1986 and 2.4% in 1987.

The changes in the value of intermediate consumption were mainly determined by
price trends. While the volume of intermediate consumption rose slightly over
the entire period, there were clear annual price increases up to 1984. 1In the
succeeding years, declining intermediate consumption prices led to a fall in
its value.
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The rise in the value of intermediate consumption was above average during the
review period in Greece, Spain, Italy, France and Ireland. It must, however,
be remembered that the proportion of dintermediate consumption in final
production is considerably lower in Greece and Italy than in the remaining
Member States. In all the other countries of the Community, the rise in
intermediate consumption value was below average, the lowest annual increases
being in the FR of Germany and in the Netherlands. In the FR of Germany, the
decline started already in 1984, a development which occurred in most of the
other Member States in the next two years. Up to 1987, value increases were
recorded only for Greece and Spain.

The considerable increases in the value of immediate consumption are mainly
price-induced in Greece, Spain, 1Italy, France and Ireland. Intermediate
consumption prices rose well above average and in all these States, with the
exception of Italy, the volume of intermediate consumption also rose at above
the Community average rate. Volume also rose steeply in the Netherlands but
the price increases were only slight.

The inputs were virtually unchanged in Denmark and the FR of Germany over the

entire review period; the latter country also had the lowest price increases.
Productivity of intermediate consumption and terms of trade in agriculture

In identifying the causes of income changes, production and intermediate
consumption have so far been dealt with separately. From now on, though, they
will be viewed together, taking the relation between the index of production
volume and the index of intermediate consumption volume as a measure of
productivity of intermediate consumption, while the implicit index of producer
prices is contrasted with the implicit index of the means of production to act
as a measure of terms of trade trends.

At the beginning of the period under review, the volume of intermdiate
consumption and the volume of final production in the Community grew at roughly
the same rate, with the result that the productivity of intermediate
consumption remained more or less unchanged (Table A.27 and Figure 15). At the
beginning of the 1980s, however, there was an upswing in intermediate
consumption productivity, caused in the main by a slackening-off in the rate of
increase in intermediate consumption input. Since 1983, intermediate

consumption productivity has stagnated, with alternating years of growth and
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decline. With annual growth in intermediate consumption volume remaining Llow,
the fluctuation in intermediate consumption productivity were attributed to the
highly diwergent changes in final production from year to year.

Unlike in the Community average, intermediate consumption productivity in
penmark was well up on the "1980" base level, despite declines over recent
years., In Greece, on the other hand, increased production in the 1980s did not
keep pace with the rate of increase in intermediate consumption input.

In Ireland, there was a significant improvement in intermediate consumption
productivity in 1987 as a result of a steep decline in input. Between 1979 and
1984, a fairly sizeable increase in the prices of intermediate consumption
resulted in a deterioration in the terms n:;f trade for agriculture (Table A.Z2B
and Figure 15). Over the past three years, however, the situation has improved,
due to a fairly steep fall in intermediate consumption prices as product prices

have fallen over the past two years.

The trend has been similar in almost all Member States, although in Greece, the
situation deviated from the Community average from 1982 with a fluctuating
trend in the terms of trade. In 1987, the t:rms of trade improved in all Member
States apart from France, where product prices fell more steeply than

intermediate consumption prices.

FIGURE 15 : EVOLUTION OF THE PRODUCTIVITY OF INTERMEDIATE CONSUMPTION AND
TERMS OF TRADE FOR THE COMMUNITY(EUR 10)
BETWEEN 1977 AND 1987,"1980"(*)=100
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Depreciation, subsidies, taxes linked to production

Taxes linked to production (within the meaning of the EAA) rose continuously

during the whole review period. For the subsidies, this applies from the
beginning of the 80s. In this period, the average rate of increase in
subsidies exceeded that of the taxes. Consequently, gross value added at

factor cost rose somewhat faster (in 1985 and 1987 fell rather Lless sharply)
than gross value added at market prices.

The significance of depreciation went up in the review period, normally causing
less positive or, as the case may be, more strongly negative, rates of increase
for net value added than for gross value added.

Labour input in agriculture

Labour input in agriculture in the Community, measured in annual work units,
has declined steadily since 1977 (Table 23). The average annual rate of
decline for EUR 10 was 2.3%, a rate which was slightly higher at the beginning
of the 80s.

Countries in which Llabour input declined more than the Community average in the
period 1977-1987 were Luxembourg, Italy, Denmark and the FR of Germany. Slight
rates of decline were recorded for Greece, the Netherlands, Ireland and the
United Kingdom.

Table 23 : Annual average rates of change1) in total Llabour input in
agriculture in the Member States
Gin X)

I I I | ] ! | | | I I | [ I
| B | ok | o | | L] AN A e

1977-87| -2,1| -3,7| -2,4] -0,5| -1,8] -1,1| -3,8| -4,5| -1,0| -1,6] -2,3| s | :

1977-81| -2,6| -4,3| -2,6| -2,4| -1,7| -0,3| -2,7| ~5,0 -1,6{ -1,8{ -2,3} : I
| I | I | [

1981-84| -1,1| =2,9| -2,2| -1,8] -2,0] -2,6] =4,4| =4,7| -0,3] =-1,1| -2,7} -4,1|
| | l I I l | |

1984-87| -2,4| -3,9| -2,6| -3,3| -2,9] -0,7] -4,5| -3,6| —1,0: -1,8’ -2,3= -4,2} =2,6
| | | | I I | | |

-2,9

R Calculated as geometric means
NB: The commas in the tables read as decimal points
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The development of these rates of change over time points up characteristic
differences between the Member States. A fairly high rate of decline at the
beginning of the 80s, which can be seen for the Community as a whole, also
applies to Ireland. In this period, the decline in labour input was very low
in Belgium, Denmark, the Netherlands and the United Kingdom, though it picked
up again in the latter period in almost all these countries. In France, Italy,
Greece and Spain, the rate rose continuously throughout the review period.

Inflation rate

Taking the implicit price index of gross domestic product as an indicator of
general price trends, there are marked differences between the Member States
(Table 24). Taking the average of the period 1977 to 1987, rates of inflation
were high in Greece, Italy, Spain and Ireland, but much Llower in the
Netherlands, the FR of Germany and Belgium.

Table 24 : Annual average rates of change1) in implicit price index of gross
domestic product at market prices in the Member States (in %)

I

1980-83| 6,1 9,6| 3,9| 21,3 11,3] 14,8] 16,7| 8,7| 4,5| 8,1‘ 11,5‘ 12,4} 11,6}
| I l | I l I | I

1983-87| 4,3 S,4| 2,3| 18,1 s5,2| 5,01 8,1] 4,1{ 0'8l 1.,5{ 6,5} 9,2} 6,8|
| | I | l | I I :

| | | | ! | | hl | | | I eur ! I eur |
I } B | ok | p | EL F JIRL ] I | L NL | UK 10 2; E 1 2
| ki | |
|1977-87| 4,8 7,6] 3,4| 18,5| 8,6| 10,2| 13,2 6,1 3,1 8,71 9,3| 12,5] 9,7|
— ——
|1977-80| 4,2| 8,6] 4,4| 16,4| 10,5| 13,0| 16,8| 6,2| 5,0| 15,2| 10,8 16,9| 11,7|
I I | I | | I | I I I I

|

!

l

I

Calculated as geometric means

Derived figure; cf. explanations on the rate of inflation in the "Notes on
methodology"”

NB: The commas in the tables read as decimal points

In contrast to the high-inflation period 1977-79, the early 1980s saw a
slowing-down in the rate of inflation in the United Kingdom, the FR of Germany
and the Netherlands. General price levels accelerated in the other countries
and in the Community (EUR 10) on average between 1980 and 1983, but
the inflation rates also slowed down in these countries too in the succeeding
years. Nevertheless, price increases were still above average in Greece, Spain
and Italy in the period 1983 - 1987.
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IV. Comparison of the level of agricultural income in the Community
Member States

Whereas the previous sections have concentrated on relative annual changes in
agricultural income, this section follows the pattern adopted last year and
plots differenées in the level of income in the Member States, including = for
the first time - the trend therein.

To this end, gross value added at market prices and net value added at factor
cost for the Member States are related to agricultural labour input (expressed

in annual work units) to act as income indicators.

Table 25 shows the relative position of agricultural income in the Member
States compared with the Community average (EUR 11). To eliminate the effect of
substantial annual (especially harvest-induced) fluctuations, this table sets
out average incomes for the five-year period 1982-1986. The effect of the major
differences in the rate of inflation from one country to another has also been
eliminated by first of all deflating the original figures (in national
currencies) and then converting them to a common unit using constant rates of
exchange.

In view of the difference in purchasing power in the Member States, the indices
are computed on the basis of both ECU values and purchasing power standards
(PPS).

Nonetheless, the figures published in this section are subject to statistical
and methodological reservations, which means that their economic meaningfulness
is Llimited, for the following reasons:

= the data relate only to income from agricultural activity. The following
chapter brings out more clearly that, for a Llarge number of farmers,

agricultural income is only one part of their own or their household's
overall income.

= Using other income indicators, such as net income from agricultural activity
of family labour input per AWU, might produce major shifts in the relative
positions of some Member States, as expenditure on hired labour and interest
payments ‘differs in importance from one Member State to another. As was
pointed out in the introduction, this income indicator is still of only
limited reliability.
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- In the absence of specific purchasing power parities for agriculture, PPP for
the economy as a whole have been used, thus reflecting the price structure in
the economy as a whole.

- The data relate to agricultural incomes per annual work unit. This is because
a substantial proportion of the agricultural Labour force works only
part-time in agriculture. Despite the advantages of using the AWU concept, it
must be borne in mind that this does not bring out what may be an
under-employment situation in agriculture.

- The data for particular aggregates, and especially the data for work volume
in agriculture, are not yet fully harmonized at Community level.

The ECU figures in Table 25 show that there are marked differences in the level
of income between Member States, with figures ranging from two and a half times
the Community average in the country with the highest income to just less than

two-thirds the average in the lowest-~income country.

Table 25 : Real!’ value added per AWU, average 1982-1986, EUR 11 = 100

I
K [ER 11

I
r
I
|

B F IR N

] e e ]

|Gross value added
|at market prices

[
I
|
|
I
I
I

[
I
I
|
I
I
70,1| 128,6| 243,9| 152,3| 100,0I
|
I
|
l
|
I
I

! I ]
| I I
| | |
! I |
I | I I
wu |
I- based on ECU I 212,0| 224,3| 125,5| 53,5 78,1| 129,8] 57,5 l |
I | I I
{- based on PPS ! 172,8| 177,8| 101,4| 70,4 9,1| 10,5 61,6/ 8,9] 113,2% 212,3: 152,0| 100,0
| I I |
I I | I I I ! | I | |
INet value added | | | | I I | | l | |
EEEE ) L
=' based on ECU | 241,8| 214,2| 11,5 66,3] 79,3] 134,1]| 63,6 64,5| 140,9] 255,4{ 153,2: 100,0{
| I | I I I | | I
|- based on PPS | 196,7] 169,3] 89,9 8&7,3] 9%,3| 113,9] €8,0| 76,0| 123,7| 221,8| 152,4| 100,0|
I | I I I I I I I I I I | l
D

Deflated with the current implicit GDP price index; the index has been calculated on the basis of ECU
and PPS figures, using constant 1980 rates of exchange.

The dincome Lleague table 1is headed by the northern European countries
Netherlands, Belgium and Denmark, where net value added at factor cost is on
average three and a half times as high as the equivalent average in the three
countries with the lowest Level of income (Ireland, Italy and Greece). There

is quite a gap between the top three and the United Kingdom, Luxembourg and
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France although the Llevel of income in these three countries is still well
above the Community average. Net value added is also above the Community
average in the FR of Germany. Much Llower Llevels of income are reported by the

southern Member States Spain, Greece and Italy, as well as by Ireland.

A similar picture is afforded by real gross value added at market prices per
AWU, where the relative groupings are much the same as for net value added,
although rankings within the various groups are slightly different. This is
due in the main to the differing significance of depreciation from one Member
State to another. Looking at gross value added at market prices as against net
value added at factor cost, the result is a higher relative level of income for
the FR of Germany, Denmark and Italy, while the relative position of Spain and
the United Kingdom remain more or less unchanged, and the situation worsens in
the other Member States.

Converting the value added parameters on the basis of purchasing power
standards (PPS) Llessens the disparities in agricultural income between the
Member States. For dinstance, the relationship between the value added
parameters for the three highest-income and the three Llowest-income Member
States is reduced to a factor of two and half. The use of PPS produces a
downward shift in the relative income positions of all Member States with an
above-average level of income. The only exception here is the United Kingdom,
where the relative level of income remains virtually unchanged; the relative

income situation of the other Member States, on the other hand, improves.

With Table 25 showing the differences in the level of income in the Member
States over recent years, Fig. 16 reflects changes in relative income positions
over time. The index values here are based on real net value added at factor
cost per AWU for EUR 10 1in 19801) (in ECU). The index values have been

converted into moving three-year averages.

Between 1978 and 1985, only fairly minor changes took place in the relative
income positions of the Member States. The Netherlands and Belgium were well
clear at the top of the league table for the entire period, while in Denmark,

net value added per AWU at the start of the observation period was only

D EUR 10 was used as a basis in view of the non-availability of Llabour input

figures in Spain until 1979.
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FIGURE

16: THREE YEAR MOVING AVERAGE OF THE REAL NET VALUE ADDED AT FACTOR COST PER AWU
EUR 10 IN 1980 = 100.0
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slightly above the Community average, a position which was subsequently
improved on, especially post-1980. As a result, Denmark forged well ahead of
the United Kingdom, which had been more or less on a par with Denmark in the
late 1970s. Luxembourg too has improved its relative position since 1980.

The United Kingdom and France remained practically unchanged in their mid-table
positions, while the relative position of the FR of Germany was closest to the
Community average over the period as a whole. Greece, Italy and Ireland
brought up the rear throughout the observation period. While income in these
three countries tended to draw apart somewhat at the beginning of the period

and in the early 1980s, developments have been more or less similar over recent
years.
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V. Total disposable income of agricultural households

In conjunction with the green paper (Perspectives for the Common Agricultural
Policy) and the moves to reform the CAP, the Commission is now endeavouring to
improve the analyses to give a clearer picture of the situation in agriculture
and how it is changing. One essential aspect here would seem to be the need to

improve our knowledge of the total income of agricultural households.

The economic accounts for agriculture and hence the sectoral income index can
indicate the level and development of 4income from the production of
agricultural commodities only. While this undoubtedly covers a major element
in the total income of agricultural households, the fact remains that a lot of
agricultural households obtain other income from other activities, as the
table below shows:

Table 26 : Percentage of holders with gainful activity outside agriculture

in 1985
{ { EUR 10 } B { DK = D { EL } F } IRL = ) § L NL i K {
[ | ] | | | | | | | |
! Holders | 30.5 | 31.9 | 31.1 | 42.5 | 3.4 | R.3 | B.4 | { 21.4 }
| I | | | | I I

According to figures obtained in the 1985 survey on the structure of
agricultural holdings, 30.5% of all holders in the Community (excluding Spain
and Portugal) have some other gainful activity, the range being from 42.5% in
the FR of Germany to 19.8% in the Netherlands and Luxembourg. It must be borne
in mind, though, that all that is asked is whether the holder has any other
gainful activity and thus an additional source of earned income. Nor are other

forms of income such as social welfare payments or income from capital covered.

With a view to overcoming the current shortfall of information in the
Community's income statistics, EUROSTAT has decided, with the support of the
Directorate-General for Agriculture and with the agreement of the Member
States, to launch the "Total disposable income of agricultural households®
project.
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1986 and 1987 were devoted to assessing the current situation and examining the

feasibility of the project, with the result that practical work can now start
in 1988.

The outline methodology for this new income analysis instrument were Llikewise
worked out in 1987 with the support of a research institute (Wye College in
Ashford, UK) and discussed with the Member States at a series of meetings.

The following principles were tabled for the compilation of macro-economic data

- on the disposable income of agricultural households:

M

2

3

(4)

(5

Agricultural households are taken to be all households in which an
agricultural holding constitutes the main source of income of the reference
person.

Agricultural households are classified by the income criterion, although
the working time criterion or a combination of the two can be used during
the initial phase of the project.

For the time being, household classification is on the basis of a single
reference person, to be extended to cover all members of a household in the

longer term.

For the purposes of computing the total income of agricultural holdings,
the incomes of all members of the household must be included.

The definition of disposable income is evident from the following list,
although it must be borne in mind that this is a "maximum" Llist, which may
not immediately be practicable in some Member States where the available
figures are not complete.
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Definition of the disposable income of agricultural households” |

|

|

| 1. Gross or net operating surplus from agricultural activity plus gross or
|  net operating surplus from non-agricultural activity (including imputed
= rent for owner-occupied dwellings).

} 2. Compensation of employees from agricultural and non—agricultural activity. |
: 3. Property and entrepreneurial income received.

4. Accident insurance claims (personal and material damage).
5. Social benefits.

6. Other current transfers.

7. Total resources (1 - 6).

8. Distributed property and entrepreneurial income.
| 9. Net accident insurance premiums.

10. Current taxes on income and wealth.

11. Social contributions.

13. Disposable income (7 minus 8-12).

|
=12. Other outgoing current transfers.
|
I

(6) Macro-economic computation of the total disposable income of agricultural
households is either by grossing up the micro-economic results (Model 1) or
by disaggregating the total sectoral accounts (Model 2). EUROSTAT's
preference is for Model 2.

The importance of non-agricultural income for the total income of agricultural
households is evident from initial (non-harmonized) results from the FR of
Germany and France (cf. Tables 27 and 28), which are however not directly
comparable for reasons of methodology. 1In 1984, for instance, agricultural
income in the FR of Germany accounted for only 48.3% of total resources, while
the roughly equivalent figure for France for 1983 was 52.6%. These figures do
not, however, have general currency throughout the Community; in the
Netherlands, for instance, the figure will probably be much higher. The figures
for the FR of Germany show quite clearly that the development of disposable
income of agricultural households is very Largely determined by the
year-to-year fluctuations in agricultural income, but also bring out the
stabilizing function of non-agricultural income.
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Table 27 : Disposable income of agricultural households in the Federal
Republic of Germany 1980 — 1984 per household (in DM)

l ' 1980 | 1981 | 1982 1983 | 1984
I L | | |
. Entrepreneuria
| Cessentially agricultural) 27 086| 27 934 36 481 27 146 31 600
| income
: S N :
As a percentage of ‘
| total resources (item 5) 49.4 47.4 33.0 | 45.5 48.3 |
2. Compensation of
| employees I 14 063| 14 870 15 847| 16 178 16 744{
|
3. Property income 3 832 4 878 5 265 5 121 5 728
4. Current transfers
| received 9 860 11 227 11 229 11 161 11 396
|
5. Total resources (1-4) S4 841| 58 909 68 822 59 606 65 468
|
6. Outgoing current transfers |
(including direct taxes 16 869 18 177 19 208| 20 107 21 151
and social contributions) | : {
| | |
| 7. pisposable income |
(5 minus 6) 37 972 40 731 49 615| 39 499 44 318|
| |

Table

28 : Disposable income of agricultural
France 1983 per household (in FF)

households in

W
.

Entrepreneurial income after
deduction of depreciation

(essentially agricultural income) (1)

As a percentage of item 5

Compensation of employees (1)

Property and other
income

Current transfers received
Total (1-4)

Direct taxes

Disposable income (5 minus 6)

1

1

77 641

52.6
13 530

19 670

36 730
47 571
15 930
31 641

1) after deduction of social insurance contributions
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ANNEX
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I. Notes on methodology

Income indicators

Computation or estimation of the income indicators is based on the Economic
Accounts for Agriculture1), which form part of the European System of

Integrated Economic Accounts (ESA). The various indicators are worked out as

follows:
Final production
Intermediate Gross value added at -
consumption market prices Swbsidies
Taxes
Linked Gross value added at
to pro- factor cost
duction
Depre— Net value added at Deflated, divided by Al
ciation factor cost (total Labour irput) INDICATOR 1
Rents Net income from
Inter| agricultural activity ':::::{'fﬁ:‘m A INDICATOR 2
est of total Labour input
Comper| Net income from
sation agricultural Deflated, divided by AW INDICATOR 3
of em | activity of family (family labour input)
ployees lsboyr gt | ]

The data cover the production branch "Products of agriculture and hunting" and
not the activity sector "Agriculture®, which may be taken to be the total of
economic activities of agricultural holdings. In other words, the dincome
parameters used in sections II to IV of this publication are not an indicator
of the total household income of those engaged in agriculture, who may receive

income from sources other than agriculture in the strict sense.

R cf. EUROSTAT's annual publications and the EAA Manual.
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As complete harmonization of absolute data between countries has not yet been
achieved, the sectoral income index analysis concentrates on the rates of
change.

Income calculations or estimates published nationally may differ significantly
from the results set out Here because of differences in methodology. An
example of this is the different treatment of changes in stocks. Deliveries
and sales resulting from a run-down in stocks do not serve to increase final
production according to the EAA definition. On the other hand, a number of
Member States use the "deliveries™ concept for specific purposes, whereby a
run-down in stocks does generate increased revenue. .

Agricultural labour input

Labour input or the rate of change therein is calculated in annual work units
(AWU) to reflect the phenomenon of part-time working in agriculture. An AWU is
equivalent to the Labour dinput (in terms of working time) of a person employed

full-time for agricultural work on the holding1).

The calculations used in this publication are based for the first time on
absolute values for agricultural labour input, although harmonization of time
series at Community level is not yet quite complete.

beflator

The data on the relative real change in income dindicators are obtained by
deflating the appropriate nominal rates of change with the implicit price index
of gross domestic product at market prices. The 1987 change forecasts for this
index were supplied by the Commission's Directorate-General for Economic and
Financial Affairs.

n ¢f. EUROSTAT: Structure of holdings: Community survey methodology, 1986,

p. 21.
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There are a number of important points in favour of using this particular
index, such as its reliability and comparability. The GDP price index is an
indicator of trends in the general Llevel of prices (of all goods and services)
in an economy. For the purposes of assessing the real income situation in
agriculture, the consumer price index could be used as a deflator. This index
covers price trends for goods and services purchased by all private households,
and is thus geared more to how income is used. However, agricultural incomes
as defined here are used not only for private consumption, but also for
investment, the price trends of which are not covered by the consumer price
index. The SOEC shares the view of the national statistical services that, for
the purposes of deflating nominal agricultural income, there is at present no
better deflator than the one used here.

Community data aggregation

The rates of change or idindices worked out for the Community have been
calculated as the weighted average of the Member States' rates of change. The
weighting factor is each Member State's share of the absolute value (in ECU) of
the parameter in question for the Community in the previous year. In other
words, 1986 weightings are used for 1987 estimates.

Calculation of the average rate of inflation for the Community has been
changed. As a first step, the Member States' previous-year shares of nominal
net value added in agriculture at factor cost per AWU (in ECU) in the Community
were calculated and were used to weight the current nominal national rates of
change and aggregate them to an overall Community value. This procedure was
then followed for the real rates of change using the real net value added
shares (deflated by the national inflation rates) as weighting factors. The
average rate of inflation for the Community is obtained by dividing the nominal
rate of change for EUR 11 by the real rate of change in net value added for the
Community. The resultant average inflation rate does not accord with the
national accounts figure for the average change in the implicit price index of
gross domestic product at market prices in the Community.

A different procedure has been used for the first time in this publication for
aggregating income calculation data to form Community parameters. This was
made possible by harmonization of the labour input time series and the absolute
figures, which were thus available for the first time this year. The
computation method has thus been simplified and improved.
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Community income parameters are calculated by first of all deflating each
Member State's figures with the national implicit GDP price dindex and
converting the results to ECU using constant 1980 rates of exchange. These
"real" parameters are then added and divided by the Community labour input

figure, the quotient being formed from real total income in the Community and

the total number of annual work units in the Community.
Comparison of absolute agricultural income per AWU in the Member States

Calculations are based on value added figures from the EAA, the annual values
being deflated by the current <implicit GDP price index (1980 = 100).
Conversion to national currencies was based on ECU (using 1980 rates of
exchange) and PPS (using 1980 parities). This was the first year that PPS were
used for conversion purposes, the aim being to improve the comparability of
income parameters by reflecting the differences in the general level of prices
in the Member States. The real value added figures for the various years were
then divided by agricultural labour input (in AWU). The resultant figures are
set out in Table 25, the Member States' figures being compared with the figure
for the Community as a whole (EUR 11 = 100). The point in working out
pluriannual averages (five-year averages or moving three-year averages) is to
eliminate the effect of major annual (especially harvest-=induced) fluctuations.
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I1. Detailed tables

Share of net value added at factor cost of agriculture in

net domestic product at factor cost (in %)

Table A.1
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Share of occupied persons in agriculture in total occupied

population (in %)

Table A.2

* EUROSTAT estimate
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European Communities — Commission

AGRICULTURAL INCOME
Sectoral income index analysis 1987

Luxembourg: Office for Official Publications of the European Communities
1988 — 99 pp. — 21 x 29.7 cm

Theme 5: Agriculture, forestry and fisheries (green cover)
Series D: Studies and analyses

DE, EN, FR
ISBN 92-825-8200-0
Catalogue number: CA-52-88-194-EN-C

Price (excluding VAT) in Luxembourg:
ECU9 BFR 400 IRL 7 UKL 6 UsD 11

This publication presents an analysis of changes in agricultural income in 1987 as against 1986 and between 1977 and 1987.
The published data for 1987 are the latest available estimates for the Member States.

The introduction is followed by Chapters Il and Ill dealing with the indicators of agricultural income for the Community and
for each of the Member States. The causes of income changes in 1987 and between 1977 and 1987 are analysed. A brief
chapter (IV) is devoted to a comparison of absolute agricultural incomes between the Member States, while Chapter V
describes the Commission’s efforts to record the total disposable income of agricultural households and sets out first,
non-harmonized results.
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