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Abstract: The role of agriculture within the frame of the enlarged EU is analysed in this paper. There is a requirement to perceive
the tendency towards the downgrading of the status of agriculture in the national economy of the EU countries with the respect of
the differences in the importance of agriculture mainly in the countries that are the new EU members. The role of agriculture is
characterised by the following indices: share of the agricultural employees in the total employment, share of the added value of
agriculture in the GDP, and index of the value added per one agricultural worker. These indices are the base for the construction of
the “index of economic importance of the agriculture” which are the countries ranged by. A multidimensional classification of the
countries was realised by the cluster analysis that divided the countries into three clusters accordingly to their similarity with
regards to the importance of their agriculture in their national economy.

Key words: European Union countries, agriculture employment, share added value of agriculture in the Gross Domestic Prod-
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Abstrakt: V prispevku sa analyzuje postavenie pol'nohospodarstva v ramci krajin rozsirenej Eurdpskej unie. Tendenciu
znizovani postavenia polnohospodarstva v rimeci narodného hospodarstva krajin EU je potrebné vnimat’ diferencovane vzhl’a-
dom na rozdielnosti v délezitosti ponohospodarstva obzvlast v krajinach, ktoré sa novymi ¢lenmi EU. Postavenie polno-
hospodarstva je charakterizované prostrednictvom ukazovatel'ov — podiel zamestnanych v pol'nohospodarstve na celkovej
zamestnanosti, podiel pridanej hodnoty vytvorenej v polnohospodarstve na hrubom domacom produkte a prostrednictvom
ukazovatel'a vytvorenej pridanej hodnoty na pol'nohospodarskeho pracovnika. Na zaklade uvedenych ukazovatel'ov je kon-
Struovany “index ekonomickej ddlezitosti pol'nohospodarstva”, podl'a ktorého su krajiny usporiadané. Metédou zhlukove;j
analyzy je tiez uskutonend viacrozmerna klasifikacia krajin na tri skupiny podobnych si krajin z hl'adiska dolezitosti pol-
nohospodarstva v ich ndrodnom hospodarstve.

KPidové slova: krajiny Eurdpskej Unie, podiel polnohospodérstva na zamestnanosti, podiel polnohospodarstva na hrubom

domacom produkte, pridand hodnota v pol'nohospodarstve, zhlukova analyza

INTRODUCTION

The phenomenon of the progressive downgrading of
the economic role of agriculture in the developed coun-
tries is widely accepted, and moreover evident in the
development analysis of the longer time horizon indices
of the share of agriculture in both employment and GDP
(Figure 1). However, historical background and geo-
graphical location of the individual EU countries deter-
mine to a large extent certain particularities of their
agricultures, and thereby heterogeneity in their roles, and
furthermore their defying the general tendencies towards
globalisation with regards to the role of agriculture. It
refers mainly to the new EU members, and therefore the
issue of agriculture is in the EU now so widely discussed,
even controversial.

It is highly problematic to determine an indicator for the
measurement of the economic role of agriculture in the
national economy, since a formulation of this task leads
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to the multidimensional classification of the countries
from the point of view of several partial indicators, with
the importance of proper choice and weight assignment
of the individual indicators taking into account multifunc-
tional character of agriculture. Human Development In-
dex (HDI) for the annual classification and ranking of the
countries all over the world has recently been playing a
highly important role in the comparative studies of the
level of the economic development. This index also con-
siders transformation of multidimensional to monodimen-
sional classification. Human Development Index (HDI) is
calculated as a simple average of three indices: Live Ex-
pectancy Index, Education Index and Gross Domestic
Product Index. Some critics of the Human Development
Index, Halis Ekder (1994) share reservations about the
normalisation of the individual HDI components. They
point out the facts, that e.g. a change of maximum or min-
imum value of the index in the studied sample of coun-
tries will influence the Human Development Index.
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Figure 1. Agriculture Value Added % of GDP

However, the HDI is constructed as a rate of the relative
comparison of the development level of the countries at
a certain time. Absolute value of the index plays no sig-
nificant role, as the whole analysis is based on the com-
parison of the country ladder rank position Human
Development Report (2000, 2001, 2002, 2003).

Agricultural issues are extremely complicated. This
paper narrows down the concept of the role of agricul-
ture considering just the economic aspect without re-
spects to the other roles of agriculture — first of all its
role in the rural sustainable development. Comparative
analysis of the EU countries from the point of view of
the economic role of their agriculture is realised by nu-
merous methodological approaches, one of which is an
analogy to the calculation of the Human Development
Index.

MATERIAL AND METHODS
The paper gives a comparative analysis of the econom-

ic role of agriculture in the 21 EU countries?, based on
three indices:

— Agriculture Value Added (% of GDP) X,
— Employment in Agriculture (% of total

employment) X,
— Agriculture Value Added per Worker

(constant 1995 US$) X,

Other data used for the analysis of the role of agricul-
ture in the national economy are as follows: Gross Do-

1994
1996
1998
2000
2002

mestic Product per capita (GDP per capita in PPP, current
international $), Gross Net Income (GNI) per capita, and
Atlas method (current USS$). World Bank database from
the year 2002 served as a data resource. Four of the 25
EU countries (Cyprus, Malta, Ireland, Luxembourg) were
not analysed because of not accessible complete data.
Input data are given in the Table 1.

In the first part of the analysis, there are calculated par-
tial indices for the individual countries and for the con-
sidered indicators according to the methodology for
calculation of the Human Development Index. (HDI),
which consists of three partial components: Life Expect-
ancy Index, Education Index, GDP Index. Our “Total Ag-
ricultural Index” (7A41) consists of three indices:

— Share of in GDP Index (71)
— Share of the Employment in Agriculture in Total Em-

ployment Index (12)

— Agriculture Productivity Index (calculated from the In-
dicator of the Agriculture Value Added per Worker) (/3)

TAI Index is formulated as a “deficiency rate” (or “sur-
feit rate”) of the country in the entire three individual
fields — Agriculture Value Added — % of GDP (x,), Em-
ployment in Agriculture of Total Employment (x,), Agri-
culture Value Added per Worker (x,). Considering
“surfeit” or “excess” it is reasonable to give attention to
the distance that is for the country necessary to cover to
reach what is recommended as “covetable direction or
aim”. Thus I, is defined as a “surfeit rate” for the country
Jj with reference to the variable x; as

' Belgium (BEL), France (FRA), Denmark (DEN), Netherlands (NLD), United Kingdom (GBR), Sweden (SWE), Germany (DEU),
Austria (AU), Finland (FIN), Italy (ITA), Slovenia (SVN), Spain (ESP), Czech Republic (CZE), Hungary (HUN), Slovak Republic
(SVK), Portugal, (PRT), Estonia (EST), Latvia (LVA), Poland (POL), Greece (GRC), Lithuania (LTU)
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m?x{x,»k} —X;

' max{x,} - min{x,}

where:
i=1,2,3 index of indicators
j=1,2,..n index of the country

The indices are recalculated such as each country j
surfeit/deficiency indicator I,i= 1, 2, 3, lies within the
range 0—1. Average deficiency index 7, for the country j
from the above-mentioned indicators is defined as a sim-
ple non-weighted average ofIl.j.

1 3
TAI=1; =§2’i/
i=1

Considering the character of the third indicator — Agri-
culture Value Added per Worker, with covetable higher
values, index (/3) for it is composed as

I7=(1-1))

Surfeit is interpretable, in the Total Agricultural Index
(TAI) of the country j, as an excess (above-average) role
of agriculture in the country, connected with the lower
productivity of this sector. The ranking of countries is
calculated on the base of the mean of the first two indi-
ces I1 and 12, plus the calculation of TAI index, with the
lowest ranking of those countries where the agriculture
still plays an important role from the point of view of its
share in employment, as well as its share in GDP, with
incorporation of the lower productivity of this sector.

Multidimensional classification of the countries by the
three above-mentioned indicators concurrently (Agricul-
ture Value Added per Worker — x,, Employment in Agri-
culture — % of Total Employment —x,, GNI per capita—x,)
is stated in the next part of this paper, with cluster analy-
sis as a methodological tool of multidimensional classifi-
cation.

The general task for cluster analysis can be formulated
as follows: Consider set n of objects and each of them is
characterized by p attributes. The results of the measure-
ments create n of p-term vectors x, x,, ..., x,, set of all
observation is created by a matrix X= {x, x,, ...,x,}. The
task of the cluster analysis resides in the decomposition
of the set X to the set S= {S,, S, ..., S}, where m is the
number of clusters of objects x,. The number of clusters
can range from 1 to m.

As it figures from the definition of the cluster analysis,
the notions “similarity” or “dissimilarity” are determin-
ing for the creation of the clusters, with the measure of
their similarity as the formulation of the clusters. The
similarity of the object can be measured by various
means, the most frequent one is the Euclid distance,
which can be expressed as follows:

d, (x;. Xj)= i(xtk _xjk)z

k=1
where x, is the value of the k-th variable of the i-th ob-
Ject, and x, is the value of the k-th valuable of the j-th
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object. This measure can be also found in the form of the
power of two and in the form of an absolute value.

The third part of the analysis is concentrated on the
exploration of the relationship between the indicators of
the role of agriculture in the economy. Power functions
in the following form are used:
bl

Vj=byxx;

where:

ypx;are in the order values of the dependent and
independent variables of j-country

b, b, are the parameters of the functions. The parameters
are estimated by using the Single Least Square Methods.

RESULTS AND DISCUSSION

The Index of the Share of Agriculture Value Added in
the GDP (I1) and the Index of the Share of Agriculture
Employees in the Total Employment (12) for all 21 coun-
tries with accessible data is given in the first part of the
analysis. The lowest value of the Share of Agriculture
Value Added in the GDP are found in the United King-
dom (0.967%), the highest value of this index can be
found in Greece (7.356%). The Index of the Agriculture
Employees is again the lowest in the United Kingdom
(1.4%), the highest one is evident in Poland (19%). Coef-
ficients I1 a 12 were calculated by the above-mentioned
methodology (Table 1), and the average index is calcu-
lated from them. This average index serves as a base for
the ranking of the countries by the importance of their
agriculture in decreasing order (Table 1). According to
this classification of the countries, the most important
economic role has the agriculture in Greece (1), Lithuania
(2), Latvia (3), Poland (4), Portugal (5), and Estonia (6).
The countries with the lowest share of agriculture in the
total employment and the GDP were — United Kingdom
(21), Belgium (20), Germany (19), Sweden (18), France
(17), Netherlands (16), and Denmark (15). The other coun-
tries (including the Slovak Republic —9) create the “mid-
dle group”. The Index of the Agriculture Value Added per
Employee (I3) is attached to the first two ones. This in-
dex reflects certain level of a labour productivity in the
given sector, and with regards to its character it is calcu-
lated by the inverse relation, i.e. the higher its value, the
lower labour productivity in agriculture of the given sec-
tor. The countries are ranged by the average index calcu-
lated from entire three indices — Total Agriculture Index
(TAI), Table 1. The ranking of the countries was not sub-
stantially changed. The first group is created by the
countries with a higher share of agriculture in the employ-
ment and the GDP, though a lower labour productivity:
Lithuania (1), Greece (2), Poland (3), Latvia (4) Estonia (5),
and Portugal (6). The countries with a lower share of
agriculture in the employment and the GDP alongside
with a higher labour productivity rank last: Belgium (21),
France (20), Denmark (19), Netherlands (18), GBR (17),
Sweden (16), and Germany (15). The other countries (in-
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cluding the Slovak Republic — 7) create the “middle
group”.

The multidimensional classification of the countries
into the three groups of countries similar from the point

the countries. The three clusters of the countries were
created, as can be seen in the Figure 2. The progression
of the clustering is shown by the dendrogram (Figure 3).
Classification of the countries:

of view of entire three indicators realized by the method  Cluster 1: LTU, GRC, POL, LVA, PRT (5 Members)
of cluster analysis did not bring significantly differentre-  Cluster 2: EST, SVK, HUN, CZE (4 Members)
sults, and thus it confirmed the possibility of using the  Cluster 3: ESP, SVN, ITA, FIN, AUT, DEU,
Total Index in agriculture for the mutual comparison of SWE, GBR,NLD, DNK, FRA, BEL (12 Members)
Furthest Neighbor Method, Euclidean
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Figure 3. Classification of the countries into three groups
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Centroids

The booth regression functions have a power form
function, which can be used for the interpretation of the

0, 0,
Cluster AVA%GDP EMP % AG AVA per work b, as an elasticity coefficient. From the first regression
519947 15.82 59033 function y =10 1921.x7"%7 (Coeff. of determination is
o/ ; . . . .
) 442455 6.0 5100.15 52.5%) it can be flgureq, that increasing (decreasing) of
the Employment in Agriculture by the 1% leads to the de-
2.34032 4.06083 42 938.6

Accordingly to the centroids the clusters can be cha-
racterized as follows:

Cluster 1: the countries on the low level of the agri-
culture development — a high share of employment in the
agriculture (15.8%), a high share of agriculture value add-
ed in the GDP (5.2%), and low labour productivity
(5 900 USS$) per worker.

Cluster 2: the countries on the relatively low level of
agriculture development — a distinctly lower share of em-
ployment in agriculture (6%), a relatively high share of
the agriculture value added in the GDP (4.4%), and even
lower labour productivity in agriculture per worker than
in the first cluster (5 100 US$).

Cluster 3: the countries on the high level of the agri-
culture development and low position of agriculture in
the national economy, with a typical slightly lower share
of employment in agriculture comparing with the second
cluster (4%), a lower share of the agriculture value added
in the GDP (2.3%), and high labour productivity per work-
er (app. 43 000 US$).

The third part is devoted to the estimation of the fol-

lowing relationships:

— Relationship between the Agriculture Value Added per
Worker and Employment in Agriculture (Figure 4).

— Relationship between the Share of the Employment in
the Agriculture in the Total Employment in the Gross
National Income per capita (Figure 5).

creasing (increasing) of the Agriculture Value Added per
Worker by 1.0872% . From the second regression relation-
ship, with the following form: y = 5 682.9.x %7 (R*> =
52%), can be concluded, that increasing of the GNI per
capita by 1% leads to the decreasing of the Employment
in the Agriculture by 0.4%. Both figures 4 and 5 show the
grouping of the EU countries into three groups, which
are practically identical with the clusters of the countries
obtained by the cluster analysis. On the base of a rela-
tively low coefficient of determination, it can be conclud-
ed, that the historical background of each country, as well
as other characteristics, from which geographical loca-
tion is of high importance, significantly influence the
position of agriculture in national economy. In accor-
dance with the convergence tendencies it can be expect-
ed, that the EU countries will gradually become closer
from the point of view of the share of agriculture in the
total employment and the GDP, and the labour produc-
tivity, however certain specification will remain. It refers
mainly to the new EU member countries, notably Poland,
Lithuania, Latvia, but also the older member countries as
Portugal and Greece, where just a gradual downgrade of
the economic role of agriculture in their national econo-
my can be expected.

CONCLUSION

The number of EU member states increased by ten on
1 May 2004. Agriculture plays a greater role in the most
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of the new member states than in the EU-15. In EU-15
there is a higher level of employment in agricultural pro-
duction in southern than in northern Europe. Employ-
ment in agriculture is falling overall. Employment in
agriculture in the new member states is much higher than
in the EU-15. Agricultural employment accounts for a
higher proportion of total employment than the propor-
tion of GDP accounted for by agricultural GVA in EU-15.
Although share of agriculture in the contribution to GDP
and to GNI varies from one new country to another, agri-
culture is socially and environmentally a sector of vital
importance for all new member states. The statistical
methods applied in the paper allow exact to describe and
quantify similarities and dissimilarities of the EU member
states from the agriculture point of view.

REFERENCES

Anderson K., Tyres R (1993): Implication of EC Expansion
for European Agricultural Policies, Trade and Welfare. CEPR
Discussion Paper no. 829. Centre for Economic Policy Re-
search, London.

Buckwell A. et al. (1994): Feasibility of an Agricultural Strat-
egy to Prepare the Countries of Central and Eastern Europe
for EU Accession. European Economy (4): 82—-84.

Burrell A., Oskam A (eds.) (2000): Agricultural Policy and
Enlargement of the European Union. Wageningen, NL,
Wageningen University Press.

FAO (1992): Collecting statistics on agriculture, population
and employment. Economic and Social Development Paper
No. 7. Rome, FAO Statistical Development Service.

Halis Ekder A. (1994): A means to closing gaps: Dissagregat-
ed Development Index. Occasional. Paper 18; htttp:/
hdr.undp.org/docs/publications/ocational papers/oc18ahtm.

Human Development Report (1999, 2000, 2001, 2002, 2003).
http://hdr.undp.org.

Nallet H., Stolk van A. (1994): Relations between the Europe-
an Union and the Central and Eastern European countries in
matters concerning agricultural and food production. Re-
port to the European Commission.

Podolak A. akol. (1996): Ekonomika pol'nohospodarstva
a europska integracia, Nitra, Praha. 274 p.; ISBN 80-7137-
328-1.

Siena Memorandum (1984): The Reform of the Common Ag-
ricultural Policy. European Review of Agricultural Econom-
ics (11.2.): 255-259.

http://www.bartleby.com/151/fields/65.html

http://devdata.worldbank.org/dataonline/

http://fao.org

http://www.euroinfo.gov.sk/index/go.php?id=268

Arrived on 20" July 2004

Contact address:

Doc. Ing. Zlata Sojkova, CSc., doc. RNDr. Beata Stehlikova, CSc., Slovenska pol'nohospodarska univerzita v Nitre,
Tr. A. Hlinku 2, 949 76 Nitra, Slovenska Republika, e-mail: zlata.sojkova@fem.uniag.sk

AGRIC. ECON. — CZECH, 50, 2004 (8): 369-375

375



