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AGRICULTURAL INCOME
Widespread declines in 1998
across the EU

Ulrich Eidmann

An exhaustive new report from Eurostat titted Income from Agricultural
Activity, 1998 has just been published, in which the main results (both short-
and long-term) and factors are analysed.

According to the report, income from agricultural activity per full-time
worker equivalent is estimated to have fallen moderately in 1998 (-3.9%
when measured by Indicator 1) for the European Union as a whole
(EU-15). There were declines in eleven Member States (see graph below),
the strongest rate being in Denmark (-18.0%). By contrast, the fastest rate of
increase was in Luxembourg (+2.1%).

Income from agricultural activity
in the European Union, in 1998 (in %)
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The EU-15 decrease for 1998, together with that for 1997, should be viewed
against three years of appreciable income growth (reaching the highest level
for 20 years in 1996); the level of income from agricultural activity for EU-15 in
1998 is estimated to have been around 12% higher than the average level of
the years 1990 and 1991. For EUR-11 as a whole, the member countries of
the euro zone, the level of Indicator 1 declined by 2.7% for 1998 but remained
some 16% above the 1990-1991 level.

Indicator 1 measures the change of real (i.e. deflated) net value added at factor cost related to
the change in total agricultural labour input (in annual work units). Emphasis is placed on this
measure of income from agricultural activity in the rest of this Statistics in Focus.



Summary of the main factors determining the development of income in 1998

The decline in the level of Indicator 1 for the European
Union as a whole in 1998 can largely be attributed to
the following factors:

= a notable fall in producer prices: the average
price level for agricultural goods as a whole (final
agricultural output) fell by 5.3% in real (i.e. deflated)
terms, mainly as a result of much lower real-terms
prices for animals (down by an average of 13.2%, with
pig prices plummeting by 27.1%);

= a decline in subsidies: the real value of total
subsidies paid out in 1998 decreased strongly (-6.4%).

However, there also were several factors which partly
offset the downward pressure on the level of EU-15
income from agricultural activity.

These factors were:

= a small rise in the volume of final output on the
back of similar rates of increase in the volumes of final
crop (+1.6%) and final animal (+1.4%) output;

= a lower value of intermediate consumption
goods due to a strong fall (-5.2%) in real-terms prices
(the biggest decrease being for animal feedingstuffs)
and a slightly higher volume purchased (+1.0%);

= a slightly lower (real) level of depreciation than
in 1997 (-0.4%);

m a further decline in the volume of total
agricultural labour: -1.7%, similar to 1997, compared
with an average of -3.8% for the period 1990 to 1996;
this confirms a slow-down in the rate of decline.

Animal output

Real value of final animal output sharply down
overall following some considerable price falls

The animal production sector in 1998 was characterised
by sharply falling prices. On average, the 1998 price
level for the final animal output of the EU-15 as a whole
was 8.9% lower than in the previous year. The sharpest
rates of decline in prices occurred in the pig production
sector (-27.1% for EU-15) as a result of a market
imbalance caused by a sharp rise in output, only a slight
increase in internal demand and the loss of the Russian
export market. Cattle producers received a slightly
higher average price (+1.6% in real terms) in 1998,
although this was only due to the upward price trend in
the first half of the year. Here too, however, the absence
of demand from the Russian export market sent prices
tumbling as from mid-August 1998. Real milk prices in
1998 fell just short of the previous year's level (-1.1%).

The overall volume of final animal output rose in 1998,
the growth rate of 1.4% falling just short of that for crop
output. The fastest rate of growth within the animal
sector was for pigs (+7.6% in output volume for EU-15),
triggered by the then sharp price increases at the
beginning of 1997, when there was an outbreak of
swine fever in the Netherlands.

The combination of price and output volume
developments for animals and animal products in 1998
resulted in the real value of final animal output declining
by an estimated 7.7% compared to the value of the
previous year. In the individual Member States, the
biggest single fall (-17.3%) occurred in the United
Kingdom (where considerably lower values were
experienced by producers of cattle, pigs, sheep, goats,
poultry and milk).

Crop output

Opposing volume (up) and price (down) trends
leave output value virtually unchanged (+0.1%)

The developments in volumes, prices and hence values
within the crop sector differed from one product to
another and between the individual Member States,
particularly on account of the varying sensitivity of crops
to climatic conditions, but also because of the various
market situations.

The volume of final cereals output in EU-15 once again
reached a record level in 1998. In contrast, cereal prices
fell sharply over the course of 1998 (by -9.2% in real
terms). On the one hand, this took place against the
background of rising intervention stocks and what
turned out in the first few months of the 1998/99
marketing year to be a record Community harvest. On
the other hand, world market prices fell to their lowest
level for five years in the wake of two successive

bumper harvests (and on account of a slow-down in
world market demand due to the economic crisis in
Southeast Asia). Following on from the decline in
volume in the previous year, potato output for EU-15
showed a further sharp fall (-6.5%) in 1998 as a result of
a smaller production area in several potato producing
countries and widespread inclement weather. Owing to
the reduction in market supply (and against the
backdrop of a very low price level in the two previous
years) real potato prices soared in 1998 (+38.6% for
EU-15). The average output volumes of fresh fruit,
vegetables and particularly of grape must and wine
were above previous year’s levels. However, in the case
of fresh vegetables this volume increase was partly
offset by lower real term prices. The output volume of
olive oil for EU-15 decreased in 1998, while real term
prices decreased very sharply (as in the previous year).

n Statistics in focus — Theme 5 — 3/1999

eurostat



Other components of the calculation of agricultural income in the EU

A significant decline in the real-terms prices of input
goods and services as a whole in EU agriculture (and
in particular for animal feedingstuffs, energy and
fertilizers), accompanied by a slight rise in volume, is
estimated to have led to a decline in the real value of
inputs in 1998 (-4.3%). The decline in the real value of
final agricultural output in the EU-15 together with
intermediate consumption led to a fall in the average
real-terms gross value added at market prices within
the EU of 3.5%.

The real value of the subsidies received by the
agricultural production branch in 1998 fell strongly
(while taxes linked to production remained unchanged

in real terms). The level of depreciation in the
European Union in 1998 (as in 1997) was almost
unchanged compared with the previous year (-0.4%).
Real net value added at factor cost for the European
Union in 1998 declined by -5.5% on average.

The total volume of agricultural labour continued to
decline steadily in almost all the Member States, the
exceptions being Spain and the Netherlands where the
rise in hired labour more than offset the decline in the
volume of family labour. The total volume of agricultural
labour input in the EU fell by 1.7% in 1998. The decline
in the level of Indicator 1 (-3.9 %) in 1998 was therefore
somewhat tempered by the decline in labour input.

The calculation of the annual changes in income from agricultural activity Indicator 1 1998/97 and 1997/96 (%), and the
resulting long-term indices

Member state NVAfc nominal ( GDPD:rfiI:(:ci.: dex) NVAfc real Total(ilrz]ﬂz\c‘),t\;a;nput (re ;In S:;:::SIT\AM) |ndl((:f1$ 9(;;"::'::; o1
97/96 98/97 97/96 98/97 97/96 98/97 97/96 98/97 97/96 98/97 1997 1998
B 2.0 9.4 1.4 15 0.6 -10.7 -39 -2.5 4.6 -8.4 79.5 72.8
DK -4.8 -17.9 1.9 2.1 -6.6 -19.6 -4.0 -2.0 2.7 -18.0 117.2 96.1
D 0.3 -2.3 0.6 0.9 -0.3 -3.1 -3.4 -4.1 3.1 1.0 131.6 132.9
EL 0.8 0.7 6.9 55 -5.7 -4.6 -3.0 -3.3 -2.9 -1.3 975 96.2
E -2.3 -2.8 2.0 2.4 -4.2 -5.1 0.2 1.2 -4.4 -6.2 139.3 130.6
F -1.7 -0.6 1.0 1.0 -2.7 -16 -2.5 -2.5 -0.3 0.9 120.7 121.8
IRL -5.3 -4.4 2.2 34 -7.3 -7.6 -7.9 -1.0 0.6 -6.6 130.0 121.4
| -2.8 0.2 2.6 2.4 -5.3 -2.1 -1.4 -15 -39 -0.7 112.8 112.0
L -4.9 2.7 2.4 21 -7.1 0.6 -2.7 -1.5 -4.5 21 96.3 98.3
NL 15.9 -8.9 22 1.9 134 -10.6 0.5 13 12.8 -11.7 92.0 81.2
A -8.9 -5.3 1.6 11 -10.3 -6.4 -3.0 -2.2 -7.6 4.2 97.7 93.6
P -13.0 -10.7 2.8 3.7 -15.4 -13.9 21 21 -13.6 -12.1 102.8 90.4
FIN -75 -6.0 22 15 -9.5 -7.4 -2.3 -25 -7.4 -5.0 94.3 89.6
S 3.9 -0.7 1.2 15 2.7 -2.2 -3.4 -3.3 6.3 11 723 731
UK -21.9 -15.3 2.7 2.8 -24.0 -17.6 -1.1 -1.6 -23.1 -16.3 96.4 80.7
EUR-11 -1.3 2.4 : : -2.8 -4.1 -1.9 -1.5 -0.9 -2.7 119.8 116.6
EU-15 2.7 -35 -4.5 -55 -2.0 -1.7 -2.6 -39 116.1 111.8

> ESSENTIAL INFORMATION - METHODOLOGIAL NOTES

1. Net value added at factor cost is calculated by taking the value of
final agricultural output and deducting intermediate consumption,
depreciation and taxes, and then adding subsidies. The deflator used to
calculate real prices and values for each product or aggregate in each of the
Member States is the implicit price index of GDP. The real rates of change
of net value added at factor cost are divided by the rates of change in the
number of annual work units to obtain the rates of change for Indicator 1.

2. The volume of labour is calculated on the basis of annual work units
(AWUS), to reflect the role of part-time and seasonal work in agriculture. An
AWU is equivalent to the time worked by one person employed full-time in
agricultural activities on a holding over a whole year.

3. The income indicators refer to the agricultural branch only, and are
therefore not representative of the overall income of farmers, who may have
other sources of income (secondary activities, wages, social benefits, etc.).
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SOURCES

The results published in this Statistics in Focus were provided by the
relevant authorities in the Member States towards the end of January
I beginning of February 1999. These results are still provisional.

FURTHER READING

The Eurostat report Income from agricultural activity, 1998 (Theme 5,
Series D) presents a detailed analysis of changes in income from
agricultural activity in 1998 over 1997 and between 1980 and 1998 in the
European Union and Member States. In December 1998, Eurostat has
published the Economic Accounts for Agriculture and Forestry, 1992-1997
(Theme 5, Series C), which will also be available in CD-ROM format, and
the Unit Values of Agricultural Products, 1989-1997 (Theme 5, Series C).
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Further information:

> Databases

New Cronos
Domain COSA

To obtain information or to order publications, data bases and special sets of data, please contact the Data Shop network:
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Tel. (32-2) 299 66 66 Tel. (45-39) 17 30 30 Fax (49-30) 23 24 64 30 Tel. (34-91) 583 91 67 Tel. (33-1) 5317 88 44 Tel. (39-06) 46 73 31 05/02
Fax (32-2) 295 01 25 Fax (45-39) 17 30 03 E-Mail: Fax (34-91) 579 71 20 Fax (33-1) 5317 88 22 Fax (39-06) 46 73 31 07/01

E-Mail:
datashop.brussels@eurostat.cec.be

E-Mail: bib@dst.dk

stba-berlin.datashop@t-online.de

E-Mail: datashop.eurostat@ine.es

E-Mail: datashop@insee.fr

E-Mail: dipdiff@istat.it

ITALIA - Milano LUXEMBOURG NEDERLAND NORGE PORTUGAL SCHWEIZ/SUISSE/SVIZZERA
ISTAT Eurostat Data Shop Luxembourg STATISTICS NETHERLANDS Statistics Norway Eurostat Data Shop Lishoa Statistisches Amt des Kantons
Centro di Informazione Statistica-  BP 453 Eurostat Data Shop-Voorburg Library and Information Centre INE/Servigo de Difusdo Ziirich, Eurostat Data Shop
Sede di Milano, Eurostat Data Shop  L-2014 LUXEMBOURG po box 4000 Eurostat Data Shop Av. Anténio José de Almeida, 2 Bleicherweg 5
Piazza della Repubblica, 22 4, rue A. Weicker 2270 JM VOORBURG Kongens gate 6 P-1000-043 LISBOA CH-8090 Zirich
1-20124 MILANO L-2721 LUXEMBOURG Nederland P.b. 8131, dep. Tel. (351-1) 842 61 00 Tel. (41-1) 22512 12
Tel. (39-02) 65 95 133/134 Tel. (352) 43 3522 51 Tel. (31-70) 337 49 00 N-0033 OSLO Fax (351-1) 842 63 64 Fax (41-1) 225 12 99
Fax (39-02) 65 30 75 Fax (352) 433522 221 Fax (31-70) 337 59 84 Tel. (47-22) 86 46 43 E-Mail: data.shop@ine.pt E-Mail: datashop@zh.ch
E-Mail: dslux@eurostat.datashop.lu E-Mail: datashop@chs.nl Fax (47-22) 86 45 04 Internetadresse:
E-Mail: biblioteket@ssb.no http:/iww.zh.ch/statistik
SUOMI/FINLAND SVERIGE UNITED KINGDOM UNITED KINGDOM UNITED STATES OF AMERICA
Eurostat Data Shop, Tilastokirjasto ~ STATISTICS SWEDEN Eurostat Data Shop Eurostat Data Shop HAVER ANALYTICS
Postiosoite: PL 2B Information service Enquiries & advice and Electronic Data Extractions, Eurostat Data Shop
FIN-00022 Tilastokeskus Eurostat Data Shop publications Enquiries & advice - R.CADE 60 East 42nd Street
Kayntiosoite: Tyopajakatu 13 B, 2krs  Karlavagen 100 Office for National Statistics Unit 1L Mountjoy Research Centre Suite 3310

Helsinki
Tel. (358-9) 17 34 22 21
Fax (358-9) 17 34 22 79

S-posti datashop.tilastokeskus@tilastokeskus.fi

Internetadresse

http:/awn html

Box 24 300

S-104 51 STOCKHOLM
Tel. (46-8) 783 48 01

Fax (46-8) 783 48 99
E-Mail: infoservice@sch.se

Media Support Eurostat (seulement pour journalistes professionnels)
Batiment Bech Bureau A3/48 « L-2920 Luxembourg « Tél. (352) 4301 33408 « Fax (352) 4301 32649 « e-mail: media.support@eurostat.cec.be

Customers & Electronic Services Unit
1 Drummond Gate - B1/05
UK-LONDON SW1V 2QQ

Tel. (44-171) 533 56 76

Fax (44-171) 533 56 88

E-Mail: gloria.ryan@ons.gov.uk

University of Durham

UK - DURHAM DH1 3SW

Tel: (44-191) 374 7350

Fax: (44-191) 384 4971

E-Mail: r-cade@dur.ac.uk

URL: http:/www-rcade.dur.ac.uk

USA-NEW YORK, NY 10165
Tel. (1-212) 986 93 00
Fax (1-212) 986 58 57
E-Mail: eurodata@haver.com

For information on methodology:
Ulrich Eidmann, Eurostat F-1, L-2920 Luxembourg
tel. 352.4301-35444, fax 352.4301-37317, e-mail: ulrich.eidmann@eurostat.cec.be
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