Agricultural and farm income
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Figure 1: Output of the agricultural industry (EU-28, 2017)

1. Agricultural output and input?
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12017 figures are estimates and can still change.
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Input composition

Feedstuff for animals accounts for the
highest share (36.2%) of total intermediate
inputs, more than three times the share of
energy and lubricants (11.2%).

Fertiliser and soil improvers, plant
protection products and seeds/planting
stocks are inputs used exclusively for crop
production. Together, they account for
17.8% of total intermediate inputs, less
than half the value of feedstuff.

Figure 2: Intermediate inputs consumed by the agricultural industry (EU-28, 2017)
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Production value by country

e In terms of output value, France was by far the biggest agricultural producer in the EU in 2017 (16.8% of total EU output value), followed by
Germany (13.3%), Italy (12.8%) and Spain (11.5%).

Figure 3: Output shares by country, 2017
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Gross Value Added (GVA)

GVA is calculated as total output value
minus intermediate consumption (variable
inputs). It represents the part of revenue
that is left to pay for fixed production
factors (land, labour, capital) and to serve
as income for the farmer and non-salaried
workers (usually members of the farmers'
family).

In real terms, GVA in agriculture suffered
a drop in 2009 as a result of the sharp
decline in agricultural prices following the
financial crisis in 2007/2008. It has since
then recovered to pre-crisis levels but not
shown any significant growth. However,
estimates for 2017 look promising.

GVA in current prices once again highlight
the main agricultural producers in the EU
(Italy, France, Spain and Germany), in a
slightly different order than for output
value (see Figure 3).

Figure 4:

Gross Value Added in agriculture, real prices (2010=100), EU-28
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e GVA can serve as an indicator for labour productivity when it is divided by the number of full-time annual work units (AWU).
e There are considerable differences across countries in absolute GVA per AWU (however, these figures have not been adjusted for purchasing power).
e Between 2010 and 2017, most EU countries have seen a growth in their GVA per AWU. For the EU as a whole, GVA/AWU increased by 2.8% per year.

Figure 6: Gross value added in agriculture per annual work unit
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Trends in output value, input value and
gross value added (GVA)

The value of agricultural output (in real terms)
shows no clear trend over the last 12 years. The
general picture is a slight increase in both output
and input value, leading to stagnation in GVA.

The impact of the financial crisis is visible in the
dip in output value and GVA in 2009.

Agricultural output value grew during the years
2010-2013 but declined again in the years 2014-
2016. Estimates for 2017 show a recovery of
output value and GVA.

Intermediate consumption value increased until
2013 (except for 2009) and then declined slightly.

Overall output and input prices fluctuated over the
last 12 years, with a clear dip in 2009 (the year
following the financial crisis) followed by 4 years
of increases and 3 years of decreases. 2016 figures
were close to the levels of 2010. Estimates for 2017
show a recovery of output prices.

Figure 7: Output value, input value and gross value added (EU-28; real prices)
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Figure 8: Development of input and output price indices, EU-28
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2. Income of the agricultural sector?

Agricultural factor incomes3

In the EU-28, agricultural factor income (both total
and per worker) recovered from the financial crisis
of 2009 and reached a new peak in 2011. The
following three years (2012-2014) saw relatively
minor changes in real terms. Factor income was
lower in 2015-2016, but estimates for 2017 look

promising.
Changes in factor income can be divided into
volume effects (bad/good harvests,

increased/reduced herd sizes, etc.) or value effects
(higher or lower prices for inputs and/or outputs).

In 2015, the income drop can be linked to the milk
market crisis, with deteriorating milk prices leading
to a decline in the overall value of milk output.
Together with a decline in real pig prices, the
overall real value of animal output decreased by
5.9%.

In 2016, important changes at the level of the EU-
28 include a reduction in crop output value by
2.5% (mostly due to low cereal harvests) and a
decline in animal output value by 2.1% (mainly
linked to low milk prices).

In 2017, the value of animal output increased, due
to an overall price increase of 10%. In particular,
prices for pigs (+12%), milk (+18%) and eggs
(+14%) have increased considerably at EU level
compared to 2016.

See also Common Context Indicator 25:
Agricultural factor income

2 2017 figures are estimates and can still change

3 See glossary.

Figure 9: Agricultural factor income (real), EU-28
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Figure 10: Agricultural factor income (real) per annual work unit, EU-28
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https://ec.europa.eu/agriculture/sites/agriculture/files/cap-indicators/context/2017/c25_en.pdf
https://ec.europa.eu/agriculture/sites/agriculture/files/cap-indicators/context/2017/c25_en.pdf

At country level there are significant differences,
with incomes in the old Member States generally
higher than in the countries that joined the EU in or
after 2004 (Portugal is an exception). The lowest
factor income levels per full-time worker can be
found in Romania, Slovenia and Croatia (all below
6 000 EUR/AWU per year). At the other end of the
scale, factor income per full-time worker in the
Netherlands stands at EUR 59 657 or more than 3
times the EU average (EUR 17 846/AWU).

If differences in general price levels are taken
into account, the picture changes significantly for
individual countries. Many countries with high
factor income per AWU have lower values in
purchasing power standards (PPS), while those
with low factor income per AWU have higher
values in PPS (especially the Czech Republic,
Slovakia, Hungary and Bulgaria). The gap between
highest and lowest values is reduced substantially —
while a full-time farm worker in Romania
generates about 8% of the nominal factor income
that his/her counterpart in the Netherlands earns,
this share increases to 17% once adjustments for
price level differences have been made.

Figure 11: Agricultural factor income (current) per annual work unit per country, 2017
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Figure 12: Agricultural factor income per AWU at current prices and in PPS, 2017
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Agricultural entrepreneurial income*

In the EU-28, total agricultural
entrepreneurial income has recovered
rapidly after the crisis years 2008-2009.
2017 was a particularly good year’,
especially compared to the two previous
ones (2015 - 2016).

Entrepreneurial income per full-time
family worker has increased even beyond
the level of the pre-crisis years, indicating
a reduction in the family labour force
and/or higher family labour productivity as
compared to 2007 and before. While no
clear trend was visible between 2011 and
2016, estimates for 2017 show a
significant increase.

* See glossary

> 2017 values are estimates and can still change.

Figure 13: Agricultural entrepreneurial income (real), EU-28
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Figure 14: Agricultural entrepreneurial income (real) per family work unit, EU-28
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While the entrepreneurial income of a full-
time farmer (or a member of his/her
family) in the Netherlands was more than
EUR 50000 in 2017, it was below EUR
10000 in 10 countries. Such enormous
differences may at least partly be due to
the  organisational  structure  of
agriculture in the respective countries
(small family farms with a high degree of
own consumption versus large farms
organised as legal entities with salaried
workers). Income discrepancies between
countries can also point to different
degrees of mechanisation and labour
use, different levels of debts, or to
differences in commodity prices and
purchasing power, amongst others.

Figure 15: Agricultural entrepreneurial income (current) per family work unit by
country, 2017
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Figure 16: EU-28 agricultural income 2005-2017 (real terms)
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Figure 17: EU-28 agricultural revenue composition (real terms), 2005-2017

Source: DG Agriculture and Rural Development based on Eurostat data
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Agricultural income compared to wages in the rest of the economy

e Compared to average wages in the Figure 18: Entrepreneurial income per family work unit compared to average wages in the economy, EU-28
economy, the entrepreneurial income per 50%
- - - (o] 0,
family work unit came to around 46.5% in 46.5%
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reflecting the significant drop in overall
agricultural income. See also Common
Context  Indicator  26:  Agricultural
entrepreneurial income
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e Comparing agricultural income to average

wages in the economy nonetheless Figure 19: Agricultural wages compared to average wages in all sectors of the economy, EU-28
provides an estimate for the opportunity
- - . 0,
cost of agricultural family labour, i.e., the >0% 48.8%
average income opportunities that a person 49%
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Source: DG Agriculture and Rural Development based on Eurostat data

6 2017 values are estimates and can still change.
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Agricultural income indices

The evolution of agricultural income is
measured by means of three indices in
Eurostat's  Economic  Accounts  for
Agriculture, the main data source for
agricultural income in the EU. These index
values are useful to show changes in
relation to a base year (now: 2010). They
do not, however, provide information on
the absolute level of income in a country.

Indicator A represents the real net value
added at factor cost of agriculture per total
AWU, including both salaried and non-
salaried workers in full-time equivalents.

Indicator B stands for the real
entrepreneurial income per unpaid (i.e.,
family) worker (in full-time equivalents).

Indicator C shows the development of
total entrepreneurial income (without
dividing it by the number of workers).

All three indices show the characteristic
dip in 2009 and subsequent recovery.
Indicator C continues to decline since 2013
— an indication that gains in the other two
indices are due to the outflow of labour.

For individual countries, these indicators
show a dynamic that can be quite different
from the absolute level of income. In
particular, some of the countries with the
lowest factor incomes per AWU in the EU
(such as Bulgaria, Slovakia and Hungary)
exhibited a strong increase in 2017, while
others with high levels of factor income
per AWU (e.g., Belgium) saw their values
decline compared to 2010.

Figure 20: Agricultural income indicators, EU-28
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See also Common Context Indicator 25: Agricultural factor income

Source: Eurostat
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Figure 22: Farmers' income and labour development index (real terms)
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3. Farm income

1. The two commonly used farm income
indicators’ show the same characteristic
dip in 2009 and subsequent recovery
followed by stagnation as aggregate
agricultural  income  figures  (see
previous parts of this chapter).

2. Both farm income indicators are higher
in the EU-15 than in the EU-N13.

3. Denmark, the Netherlands and
Luxemburg report the highest farm
income per AWU. This may be due to
the predominance of specialised
granivore (pigs and poultry) production,
as well as specialised horticulture and
dairy farms in the three countries’
agricultural sectors. At the other end of
the spectrum, Poland, Croatia, Romania
and Slovenia have the lowest farm
income per AWU, partly because their
agriculture  has remained largely
oriented towards small-scale mixed
farming.®

” Farm net value added (FNVA) per annual work unit
(AWU) and Family Farm Income per family work unit
(FWU). Please note that FFI is calculated only for those
farms with family labour - see glossary.

8 Disparities in overall price levels and purchasing
power have not been taken into account in this and the
following pages but can well contribute to different
income levels across countries.

Figure 23: Farm income indicators over time and by country group
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Figure 24: FNVA per AWU and FFI per FWU, 2015
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18



Figure 25: Share of farms by economic situation, EU, 2004-2013
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With the Farm Accountancy Data Network (FADN), farms can be classified according to their farm net income (amount available to remunerate

own factors of production (family labour, land and capital)) in relation to opportunity costs and depreciation.

This graph shows that in the period 2004-2013:

o 10% to 17% of farms faced negative net income (red and grey areas). Among them, 3% to 6% can be considered in potential "financial
distress”, i.e. they cannot overcome the negative income by simply postponing the depreciation estimate (unless they have liquidities).

o Only 24% to 35% of farms had a positive farm net income higher than their estimated opportunity costs (dark green areas). It means that
for them agriculture is still the best economic alternative. Moreover, they have capacity to invest.

o For the majority of farms (54% to 60%), farm net income is positive but below the opportunity costs (light green areas). It means that in
economic terms they could make better use of their resources in another economic activity, if such an alternative exists.
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Regional differences in farm income

e The ten regionsg with the highest average Figure 26: Regional differences in farm income
agricultural income per work unit are
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10 Again, these figures have not been adjusted for
differences in purchasing power.
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Regional differences in the agricultural
income of family workers

The distribution of the Family Farm Income
per family work unit is similar as for
FNVA/AWU (see previous page), with a
few exceptions:

The top ten regions with the highest Family
Farm Income per FWU include the three
Spanish regions of Andalucia, Murcia and
La Rioja and the Romanian region of
Bucuresti-IIfov.™

Denmark has a comparatively low level of
family farm income (similar to the EU
average), while it came second for
FNVA/AWU. An explanation could be the
high level of debts in Danish farms.

1 please note that Family Farm Income is calculated in a

different sample than FNVA. Only those farms are
included in the sample, which have family labour
force.

Figure 27: Regional differences in family farm income
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Farm income by economic farm size

Figure 28: FNVA/AWU by economic size class in the EU-28, 2015

e The farm income per full-time work unit
increases with the economic size of the
farms. This implies that the Ilabour
productivity is higher on (economically)
bigger farms.
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e This relationship holds in almost all Member
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Figure 29: FNVA/AWU by economic size class, 2015

Source: DG AGRI, Farm Accountancy Data Network (FADN)
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Farm income by type of farming

By definition, Family Farm Income (FFI)
is expressed per family labour unit and is
calculated only for the subset of farms with
family labour. This explains why in some
cases FFI/FWU is  higher than
FNVA/AWU for certain types of farming
such as wine, horticulture and other
permanent crops.

The highest income levels per work unit
are achieved in farms specialised in the
production of pigs and  poultry
(granivores). These farms are relatively big
in economic terms.

On the other hand, mixed farms achieve
the lowest income levels and are normally
rather small.

Figure 30: Income by farm type, EU-28, 2015
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Source: DG AGRI, Farm Accountancy Data Network (FADN)
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Farm income variability

Farm incomes can vary substantially over
time. In the EU, every year at least 20%
of farmers experience an income loss of
more than 30% compared with their
average income in the three previous years.
In the particularly difficult year 2009, this
share was above 40% (i.e., 2 out of 5
farmers had an income that was 30% lower
than in the three previous years).

A high share of farmers with strong
income drops doesn't necessarily mean that
the level of income reached is particularly
low (see next page). For example, 2014
was a good year for farm income overall,
but 36% of farms had an income drop of
more than 30%.

Figure 31: Share of farms with an income drop above 30% per year, EU
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Figure 32: Share of farms with income (FNVA) drop >30% compared to average of 3 previous years, EU
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25



The sectors facing the highest income  Figure 33: Share of farms with income (FNVA) drop >30% by sector, EU 2007-2015
variability year after year are: cereals,
oilseeds and protein crops (COP; 37%),
granivores; mixed crops; and fruits (in
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Dairy farms were also strongly hit in 2009, ) QQ}@

when half of them saw their income drop
by more than 30% compared to the
previous 3 years (see next page).

Figure 34: Share of farms with income (FNVA) drop >30% - cereals, oilseeds, protein crops, EU
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Figure 35: Share of farms with income (FNVA) drop >30% - olives, EU Figure 37: Share of farms with income (FNVA) drop >30% - dairy, EU
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Figure 36: Share of farms with income (FNVA) drop >30% - sheep and goats, EU Figure 38: Share of farms with income (FNVA) drop >30% - pigs and poultry, EU
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