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Institutional units and agricultural statistics 
 

Berkeley Hill1

 
 

Summary 
 

Hitherto the basic units of agricultural statistics have been fictional (the holding 
and the Local KAU).  The case is made that for many purposes basing economic 
statistics on the institutional units that undertake production – household-firms 
and corporations – would bring substantial advantages in terms of improving 
quality, easier interpretation and greater policy relevance.   In particular, accounts 
drawn up for household-firms and companies should be constructed to 
complement the traditional activity accounts at aggregate and microeconomic 
levels.  Implications for data systems are discussed.  

 
 
1 Introduction – quality in statistics 
 
Official agricultural statistics and the data infrastructure that supports them are costly yet can 
be highly valuable to society.  They are used to inform it of problems that are believed to 
exist or are developing and for which policy intervention may be required.  Statistics can also 
be a tool for triggering policy instruments and for monitoring their performance (Holt 2001), 
though they alone are unlikely to be sufficient for evaluation.  In the US the returns to careful 
decisions about data and information have been found to be extremely high (Bonnen 1975).  
Agricultural statistics are particularly well developed in Europe as the political significance 
of agricultural problems here remains disproportionately large (though diminishing in relative 
terms). 
 
The roles that statistics are capable of playing reflect their quality.  Writers on statistics 
typically identify many of the same features of “good” quality, though the terms used may 
vary. Accuracy, coherence, consistency, continuity, timeliness, accessibility and presentation, 
comparability over time and space are normally mentioned (Brackstone 1999; de Vries 1998; 
Elvers and Rosen 1998; Holt and Jones 1998). All these may be classed as “intrinsic” 
properties of statistics.  Relevance is another key property, though there seems to be a 
dichotomy of epistemological views.  On the one hand, Holt and Jones (1998) and 
Brackstone (1999) regard it belonging to the list of factors that determine statistical quality, 
whereas Elvers and Rosen (1998) exclude it, being what they term a subject-matter problem, 
What is apparent is that it is different in nature from the “intrinsic” characteristics, in that 
relevance is dependent on the validity of the link between what decision-makers need on 
which to base their choices and actions, and what statisticians actually measure. 
 
The test of relevance relates to the link between available statistics and the issues that 
concern public policy.  Over time these issues evolve and the balance between them on the 
policy agenda alters, reflecting inter alia, technological advance, demographic change, 
political dynamics, and historical happenings.  At the start of the 21st Century statistics on the 
situation of agriculture are required for two main sets of purposes.  The first is to do with 
agriculture as an economic activity (as defined in internationally agreed industrial 
classifications) and user of resources, including measuring the contribution that agricultural 
production makes to the broader economy (as reflected in National Accounts).  Statistics are 
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required on inter alia the agricultural industry’s output of marketed commodities in total and 
in disaggregated form (by type of crop and livestock etc.), its provision of environmental and 
social non-marketed services, the inputs it uses and its value added.  Though of less concern 
now than in periods when food supply was a pressing problem, there is nevertheless a 
continuing interest in factor productivity and rewards.  For such purposes, the focus is the 
activity.  The unit used to collect the data may be spatial (such as a kilometre square, or a 
cadastral unit) or some other convenient basis of observation.  There is no inherent need for 
this unit to correspond with complete farm businesses.   
 
The second main purpose is to cast light onto issues where the situation of the individual 
producing units is highly relevant.  These include the intrinsic problems faced by the (self-
employed) people working in the farming industry and the way that their behaviour changes 
in response to economic and policy signals.  Among the former is the “farm problem”, two 
aspects of which are frequently identified (several authors reviewed in Hill 2000a); variability 
of incomes from year to year (the instability issue), and the low incomes that may place some 
occupiers below a socially-accepted minimum standard of living (the poverty issue).  Both 
require microeconomic information to expose the extent of the problem, as a picture that may 
be satisfactory for the sector as a whole may contain groups that are experiencing extreme 
variation or poverty (on farms of certain sizes or types)(OECD 1964, 1995).  When it comes 
to response to policy signals, understanding the behaviour of the industry’s constituent firms, 
including its diversity, is now recognised as a key element in designing and applying policy 
for agriculture and rural areas (Offutt 2002; OECD, 2002).  As an example, the introduction 
of the Single Farm Payment in 2005 has revealed much uncertainty about anticipated 
responses in terms of output and land use changes; understanding the behavioural 
characteristics of farm operators could assist in predicting outcomes.  And the increasing 
emphasis being given to farming as a tool to achieve environmental objectives raises 
questions about how different classes of farmers are willing to change their businesses by 
taking up the incentives on offer.  The study of problems and response at the level of the 
individual producer means that it is important that the nature of the basic unit is properly 
specified.  As the US’s AAEA Committee on Economic Statistics stated in 1972  
 

“Only when the basic economic structure of the industry can be described 
accurately by our data system will analytical accuracy be possible in 
dealing with the performance and behavioral characteristics that are the 
focus of most economic analyses”. 

 
2   Institutional units in the structure of European agriculture 
    
The significance of using an appropriate basic unit is particularly pertinent when considering 
statistics on the economic performance of farm operators and using them to monitor 
responses to policy signals.  Agricultural production is not a disembodied activity, but is 
undertaken by institutional units that have legal status – that is, they are capable of entering 
into contracts, of being held responsible for their actions etc..  It is the behaviour of such units 
that determine the outcome and the quality of statistics will be reduced if their nature is mis-
specified.   
 
There are two main forms of institutional unit2 relevant to agriculture – in terms of the 
methodology set out in the United Nations’ System of National Accounts (SNA 93) these are 
                                                      
2 SNA93 describes an institutional unit as “An economic entity that is capable, in its own right, of owning 
assets, incurring liabilities and engaging in economic activities and in transactions with other entities” para 4.2.. 
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households (or more strictly the individuals within them), and corporations (companies)(UN 
1993).  In EUR15 agriculture the dominant form, in terms of numbers, is the non-corporate 
business run by sole traders or partners (“natural persons”) who are legally responsible for the 
business, which by itself has no legal entity3.  Typically the proprietors also own all or some 
of the assets.  “Income” is the residual profit from entrepreneurial (independent) activity and 
is a hybrid of factor rewards.  These household units combine (in agriculture) the economic 
functions of production and consumption and are, at the same time, social units.  As a 
reminder of the multiple roles of this form of institutional unit, this paper uses the term 
household-firm for non-corporate businesses in agriculture. The numbers of these household -
firms (which we can also call “private” farms) have been in long-term decline as the treadmill 
of technology lowers the real prices of agricultural commodities and makes the smaller farms 
unviable (Eurostat, 2002).  In contrast, the corporate sector comprises corporations 
(companies) each of which has its own legal status and can enter into contracts, incur debt 
etc. (sometimes these are called - confusingly – legal persons).   
 
Although the household-firm is legally not complex, an overly-simplistic view of its 
economic functioning is both incorrect and harmful to the design of successful policy and of 
the statistics used to guide policy decisions.  Household-firms are highly diverse in many 
different dimensions.  Their behaviour is a reflection not only of present and anticipated 
economic circumstances but also of the personal characteristics and preferences of their 
operators and immediate family, including their orientation towards their farms, stage in the 
life cycle, presence or absence of successors, household size and composition, human capital 
etc.. Among the economic factors it is often found that households are also engaged in 
income-generating activities that are non-agricultural, either as waged employees (dependent 
activity) or as self-employed entrepreneurs (independent activity) or have income from social 
transfers or from property (interest and rents).  As a consequence, there is wide variation in 
the dependency of household-firms on agricultural activity, from those with no other income 
to where farming represents only a minor income source, and in some cases a negative one (a 
loss).  For farm-dependent households the policies directed at agriculture are of obvious 
importance, but for those toward the other end of the dependency spectrum the main 
influence will be what is happening to non-agricultural parts of the economy, and regional 
and rural development and policies.   
 
As a response of this diversity among household-firms, the Economic Research Service 
(ERS) of the United States Department of Agriculture has developed a typology that includes 
a number of socio-economic factors, including economic size of the farming activity but also 
the presence and type of other income (ERS 2001).  The main farm groups (limited resource, 
retirement, lifestyle/residential, farming-occupation, family farms of various sizes, and non-
family farms) were determined essentially from a policy perspective, but a very similar 
typology has also emerged for Italy from applying statistical tools to a large-scale survey 
(Castagnini et al. 2001).     

The model of the simple unincorporated household-firm run by a family with a clearly 
identified individual decision-taker lies behind many agricultural statistics, in particular the 
EU’s indicators of income and the classification of farms according to the socio-economic 
characteristics of the holder (age, sex, educational experience etc.).  In reality even on 
unincorporated businesses the division of entrepreneurial responsibility, formally as between 

                                                      
3 According to the EU Survey of the Structure of Agricultural Holdings (Farm Structure Survey) “Natural 
persons” accounted for 98.8% of EUR 12 holdings in 1993.  Only one country was below 97% -  the UK at  
93.7%. 
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partners or informally within families, means that the picture is far more complex and thus 
the simple model could generate misleading results.  Nevertheless, such corporate farms that 
existed in the EU15 were mostly arranged in this way for reasons of tax minimisation or 
family convenience and could be treated as quasi-unincorporated4.  However, the EU 
enlargement of 2004 has brought into the coverage of statistics not only more private farms 
but also many large-scale units that have their own legal status and many households with 
private plots on which a level of production takes place that is far more subsistence in nature 
than it is a hobby.  Each present problems that, for agricultural statistics, are not yet fully 
resolved, though it is clear that statistical systems will have to adapt as they are, in part, 
conceptually obsolete.  

 
3 The “farm” and the “agricultural holding” – prime non-institutional units in statistics  

Many current economic statistics and analyses are based on the “farm” or “agricultural 
holding”, concepts which are non-institutional in nature.  Deficiencies with this unit carry 
implications not only for the structural statistics but also to performance measures based on 
them (such as productivity) and the observation and explanation of economic behaviour, 
including production, land use, investment and so on.      
 
Colloquially the ‘farm’ is used to represent the basic production unit of the agricultural 
industry, and the agricultural industry is assumed to consist of “farms”.  In reality, in EU 
agricultural statistics there is no specific technical meaning of the term.  Rather it is a port-
manteau word which stands, in various contexts, for a range of economic, social and 
geographic units that overlap to varying extents.  Policy makers often appear to have in mind 
an “ideal” model in which the several sorts of units coincide, often in a simplistic way.     
 
There is a real linguistic problem in the way that “farm” is, in some circumstances, treated as 
interchangeable with “agricultural holding” and in others where either, or both, take on a 
more specific meaning.  In France the term “agricultural holding” appears to be used in the 
same polysemic way as “farm” is in the UK (Laurent and Remy 1998), whereas in the latter 
the term “holding” is reserved for a more technical meaning related to plots of land.  The 
EU’s surveys colloquially called the “Farm Structure Surveys” are clearly inappropriately 
labelled, as they are based on the unit of the agricultural holding, as are the national surveys 
(such as the UK’s annual June ‘census’) that contribute data to it5, 6.  Contrary to the loose 
EU usage, in the USA the term ‘farm’ has a specific meaning; since 1975 a farm has been 
defined as “an agricultural operation which has sales, or could have sales, of $1,000 or more 
during the year”(Lucier et al. 1986).  This definition followed a sequence of definitions that 
linked minimum area and actual or potential sales.7       

                                                      
4 Some countries (including Germany, the Netherlands, the United Kingdom) for the purpose of the FSS have 
treated certain types of company as if they were natural persons.  The case made for the UK was that they are 
characteristically used for the incorporation of family businesses (Eurostat, 1986), with the implication that they 
behave as partnerships, with no additional access to management or capital that incorporation might bring, an 
observation with some empirical support (Harrison, 1975). 
5 The proper title (“Surveys on the Structure of Agricultural Holdings”) should perhaps be given more 
prominence.   
6 In Northern Ireland the structure can be described in terms of agricultural holdings or in terms of farms.  The 
two differ markedly as the result of conacre, the system of annual letting in which let land remains legally part 
of the agricultural holding from which it is let yet is occupied and used for agricultural purposes, often 
repeatedly by the same tenant, and thus de facto becomes part of their farm’s area. 
7 From 1959 to 1974, a farm was considered an agricultural operation of fewer than 10 acres with $250 or more 
in sales or 10 or more acres with $50 or more in sales.  During 1950-58, farms were defined as operations with 3 
or more acres or operations with less than 3 acres and $150 or more in sales.  From 1925 to 1949, a farn was an 
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In the EU the ‘agricultural holding’ is central to the published analyses by Eurostat of the 
structure of agriculture.  The EU’s Structure Survey defines in its background methodology 
the agricultural holding as “a single unit both technically and economically, which has single 
management and the output of which is agricultural products” (Eurostat 1986).  The 
legislation goes on to elaborate that a ”single unit” is indicated by a common use of labour 
and means of production, and that formerly-independent holdings that come under a single 
management and single technical and economic unit should be treated as one holding.  There 
is no condition of single ownership.  It should be noted that the issue of businesses that 
combine agriculture and other activities within a single business is not tackled.  A very 
similar approach to this agricultural holding is taken unit by the 2000 World Census of 
Agriculture, though this is even more explicit that the single management of the economic 
unit is crucial (“without regard to title, legal form or size”) and that the holding’s land may 
consist of one or more parcels, located in one or more separate areas” (FAO undated).    
 
Differing national legislation results in some variation in what is represented by the term 
“holding”.  In many Member States (including Belgium, Germany, Greece, France, Italy, the 
Netherlands and Luxembourg), the concept of the holding is that of a single agricultural 
production unit under a single management (Commission 1986).  Elsewhere the holding is 
much more strongly linked to land and is not subject to explicit application of the single 
management criterion.  In the case of Ireland the holding is based on ownership, while in the 
UK the holding is essentially a unit concerned with land occupation and affected by returning 
conventions in censuses.  As Peters (1988) points out, in the UK there is no statutory 
definition of the term ‘agricultural holding’; an area of land is included if it appears on 
registers maintained by the government departments of agriculture, leading to a situation in 
which surveys in Great Britain have frequently found examples of several holdings being 
farmed together (Commission 1981), that is, forming parts of a single management and 
technical unit but appearing in statistics as separate holdings.  The implication is that the 
UK’s definition of an agricultural holding does not sit comfortably with the EU (and FAO) 
concept, even though data based on holdings forms this country’s contribution to EU 
statistics. 
 
4  Units in economic accounting for agriculture 
Many important economic statistics are derived from the systems of accounting that are 
applied to the agricultural industry at aggregate and microeconomic levels.  A conceptual 
framework is provided by the international standard System of National Accounts SNA93 
(UN, 1993), interpreted locally as the European System of Accounts (ESA95)(Eurostat, 1996) 
and for agriculture generally by the FAO’s System of Economic Accounts for Food and 
Agriculture (SEAFA96)(FAO 1996).  Two main approaches to accounting, and the statistics 
derived from accounting, are given: 

 Accounts for institutional units (households, companies, government etc.) 

 Activity accounts for the production of goods and services, which may be broken up 
into agricultural activity and other types.  

                                                                                                                                                                     
operation of fewer than 3 acres and $250 or more in production (as distinct from sales) or any operation with 3 
or more acres.  The farm definition used prior to 1925 was the same as the definition used during 1925-49 
except that the minimum production requirement for farms of fewer than 3 acres was not applied if the farm had 
at least one person continually farming the operation. 
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As these two approaches are part of a single system, they relate to each other.   This 
relationship is shown in Figure1, in which households, corporations and government appear 
as forms of institutional unit that carry out agricultural activity, in many cases combining this 
with other classes of activity within the unit’s boundary. 

 
 
Figure 1  Relationship between household-firms, other institutional units and agricultural 

production.  (from Hill, 1999) 
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At present the main official indicators of agricultural income at aggregate and microeconomic 
levels in the EU8 are based on accounts that take the latter (activity) approach rather than 
those of real and complete farm businesses.  The Economic Accounts for Agriculture (EAA) 
assumes an “industry” of fictional Local Kind of Activity Units (LKAUs)(Eurostat 2000), 
while the microeconomic Farm Accountancy Data Network (FADN or RICA) uses the 
concept of the “holding” shared with EU Structure Survey, often termed the “farm business”.  
At both levels the fictional units are, essentially, only concerned with the activity of 
producing agricultural commodities; other (non-agricultural) forms of production and other 
economic activities undertaken by the household-firms (and corporations) are excluded (other 
than some that cannot be separated in the data sources9).  A summary of the main statistics 
and related units is given in Figure 2 
 
   
 
                                                      
8 At aggregate level these are indexed and deflated forms of Net Value Added per total annual work unit and 
Entrepreneurial Income per unit of unpaid labour (Eurostat 2000).  At microeconomic level the equivalents are 
Farm Net Value Added (per Annual Work Unit) and Family Farm Income (per unit of family labour).    
9 For a critique of what is included and excluded from the EAA in its present manifestation, see Hill (1998) 
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Figure 2  Types of units in EU accounts (actual or proposed) 

Account Basic unit Comment 
National Accounts / 
Economic Accounts for 
Agriculture  

The agriculture 
“industry” is comprised 
of agricultural Local 
Kind of Activity Units 
(LKAUs) – fictional 
units that only produce 
commodities deemed 
to be agricultural 

In reality, a farm may have both an agricultural LKAU 
and a LKAU belonging to another industry.  Non-
agricultural activities of real farms are excluded from the 
agricultural “industry”, except where they are inseparable 
secondary activities (e.g. farm shops).  Assumes that 
agricultural activities of LKAUs belonging to other 
industries can be separated off and covered in these 
accounts 

Industry balance sheet 
(not yet drawn up at EU 
level, but nationally by 
some Member States) 

“Industry” of 
agricultural LKAUs, 
but also includes 
landownership as part 
of agriculture.   

Covers assets that are deemed to be agricultural; tenanted 
land included at present. 
Assumes that the liabilities of households that operate 
farms can be split into agricultural and other parts – a 
dubious process.  

Farm Accountancy Data 
Network (FADN/RICA) 
and Farm Business 
Survey (FBS) 

The Agricultural 
Holding or Farm 
Business (the latter if 
different), concerned 
with producing 
agricultural 
commodities. 

Requires the splitting off of (most) non-agricultural 
activities undertaken by the household/corporation, 
whether or not they are closely related in behaviour of the 
basic units.   
A little less narrow in the definition of agriculture then 
the aggregate accounts (above). 

FADN/FBS balance 
sheets 

The agricultural 
holding or farm 
business 

Requires the separation of agricultural and non-
agricultural assets and liabilities, the latter particularly 
dubious. 

Agricultural Household 
Sector distribution of 
income account (IAHS 
statistics)  - balancing 
item, disposable income 

Real institutional units, 
in the form of the 
agricultural household 
(defined in “narrow” 
way to include only 
those where farming is 
the main income source 
of the head) 

Covers all types of income accruing to the household 
members and compulsory expenditure (e.g. current taxes).  
Farming is only one of several sources of income. 
Assumes that the household represents a realistic single 
unit for income and expenditure purposes 
Alternative coverage could include households in which 
any member has income from farming, however minor it 
might be. 

Agricultural household 
micro income statistics 
(not yet drawn up at 
EU level)  

As above for the sector As above for the sector 

Agricultural household 
capital balance sheets 
(sector or micro)(not yet 
drawn up at EU level) 

Real institutional units 
– the agricultural 
household 

Covers all assets and liabilities of the household members 
Definitions of household and coverage of households as 
in the income accounts above. 

 
 
There are both theoretical and practical problems in drawing up accounts for fictional units, 
particularly where data are extracted from surveys of real farm businesses which will often be 
involved in a range of economic activities within the same set of enterprise (business) 
accounts10.  Separating off the agricultural production element from the rest is particularly 
difficult when inputs are used by both (such as energy charges11) and data on individual uses 
is not easily made available, or where fungibility is an issue.  In particular, in order to enable 
entrepreneurial income (from agricultural activity) to be calculated, assumptions have to be 
made about the allocation of interest and rent charges (which properly relate to the 
household-firm institutional unit) to the activity.  In theory the consumption activities of the 
                                                      
10 No attempt is made here to define what constitutes a single business, though common characteristics might be a single 
accounting system and a single capital base. 
11 A similar problem concerns the treatment of housing services provided to tenants in property previously occupied by farm 
workers but no longer deemed to be part of the farm 
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household should also be excluded (such as interest on loans for the purchase of consumption 
goods), though in practice this may be difficult and lead to an over-estimate of the inputs used 
in agricultural production.  Balance sheets (where drawn up) are only partial, with particular 
problems in allocating debts between activities (see Hill 2000b).  While the necessary 
assumptions to estimate income from agriculture would be acceptable when farmers and their 
families only engaged in farming, they become far more hazardous in times of pluriactivity 
and multiple income sources. 
 
The use in economic statistics of an artificial basic unit means that they form an unreliable 
guide to the level, stability or distribution of the incomes of farm household-firms (ad hoc 
evidence at sector and microeconomic levels is summarised in Hill 2000a).  Moreover, such a 
partial approach constrains the ability of analysts to explain how agricultural production 
responds to economic signals, as important variables are being excluded.  Characteristics 
such as intensity of land use, margin generated per hectare, viability to economic stress, 
investment level, spending on environmental protection and so on could all be expected to be 
affected by the presence or absence of activities, incomes and assets outside the holding.  The 
importance of taking a broad view of resource flows when explaining farm-level behaviour is 
supported by many pieces of research (for example Harrison 1975; Phimister 1993; Allanson 
and Hubbard 1999; Hegrenes et al. 2001; Findeis 2002; Mishra et al. 2002; OECD 2002, 
2004).   
 
The SNA provides for a sequence of integrated accounts (current and capital) and balances 
sheets for institutional units.  Details are given in the Annex.  For households this sequence 
includes accounts for the entrepreneurial income generated from production, for all the 
resources flowing to households from income of all sorts, for the distribution of this total 
between what remains as disposable income once tax and other non-optional payments are 
made and, where data permit, the use of disposable income for saving and consumption 
spending.  Capital accounts and balance sheets are part of the series, the latter showing a net 
worth position.   The sequence for non-financial corporations is very similar.  In contrast, 
accounting for activities based on fictional units can only carry the sequence of accounts set 
out in National Accounting (and equivalent microeconomic accounting) part-way12.    
 
The relative advantages of the activity and institution accounting approaches are outlined in 
Figure 3.  In an ideal world accounts relating to real institutional units (household-firms and 
corporations separately and combined) should be calculated, to stand beside existing activity-
related indicators.  Though aggregate agricultural accounting systems in OECD countries do 
not appear to have adopted the approach of series of accounts for households, it features 
strongly in the FAO’s handbook A System of Economic Accounts for Food and Agriculture 
(SEAFA96)13 (FAO 1996).  At present no official microeconomic agricultural statistics based 
on the complete household-firm are in place at EU level.  The OECD has drawn on a number 
of national sources to present analyses of the income situation of agricultural households and 
to show the policy-relevance of this information (a synthesis of this work appearing as OECD 
2002), but again methodological disparities have hindered the work.    
 

                                                      
12 SNA93, para 5.26 “The only data which can meaningfully be compiled for an establishment (LKAU) relate to is 
production activities.  They include the following: (a) the items included in the production account and the generation of 
income account (b) statistics of numbers of employees, types of employee and hours worked (c) estimates of the stock of 
capital and land used (d) estimates of changes in inventories and gross fixed capital formation undertaken.   
13 The EU’s EAA cannot be plugged directly into National Accounts as adjustments have to be made for the 
different ways in which agriculture is viewed (see Eurostat 2000). 
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In the absence of such institutionally-based statistics, discussions of policy issues that relate 
to agricultural household-firms (such as income developments and poverty) are often 
explored using statistics that relate to the activity of agricultural production.  This may lead to 
common misunderstandings and false conclusions; the use of income indicators to attempt to 
allude to what has been happening to the standard of living of farmers is perhaps the most 
pertinent example (see Hill 2000a).  In the US as long ago as 1933 there were warnings about 
using inappropriate indicators (Peterson 1933).    
 

Figure 3 Characteristics of accounts based on fictional and institutional units 

Accounts for fictional units (EAA LKAUs 
and FADN/RICA holdings) 

Accounts for real institutional units 
(agricultural household-firms) 

Strengths: 
Activity accounts have well established 
harmonised methodology, with tested data 
sources .   
EAA “industry” level - timely estimation by 
indirect methods. 
Surveys of microeconomic holding accounts 
provide disaggregated information (farm size, 
type etc.). 
Accepted widely by policymakers. 
 

Strengths 
Relate to complete real institutional units, so 
avoids need to separate agricultural and other 
economic activities  
Integrated sequence of current and capital 
accounts and balance sheets... 
Better integration of sector and 
microeconomic (household level) statistics 
Easier interpretation by non-expert users. 
Direct relevance to policy aims. 
Better ability to explain behaviour of units 
Income indicators correspond with 
household’s ability to consume and save. 

Weaknesses 
Requires separation off of agricultural 
activity data from other activities undertaken 
by real units. 
Limited ability to explain producer 
behaviour. 
Difficult to interpret in relation to policy aims 
for the agricultural community 
“Income” indicators do not correspond to 
resources available for consumption and 
saving at household level  
 

Weaknesses 
Definition of agricultural households varies 
according to use to which results are put. 
Data sources often not of good quality. 
Statistics not fully established at sector level, 
and not yet initiated at household level within 
agricultural statistics. 
Political and institutional caution towards 
results. 
 

 
 
5  Steps towards statistics for institutional units 
 
This paper has attempted to make the point that the quality of statistics in agriculture would 
be substantially improved if those relating to economic performance adopted the complete 
institutional unit as their basis rather than, as at present, fictional concepts.  A number of 
factors contribute to the existing balance and inhibit the development of accounts based on 
institutional units, particularly the household-firm but also for corporations in agriculture 
(and other forms where significant) that have been thrust into prominence by EU 
enlargement.  The following inhibiting factors need to be overcome  
 
• Political indifference.  The Council of Ministers of EU, Commissioners and other senior 

agricultural decision-makers have been content with what they have, and are only slowly 
being convinced of the unsatisfactory nature of existing statistics.   On the other hand, the 
OECD and UNECE appear convinced of the desirability of statistics generated for 
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household-firms, as is also the FAO for rather different (and more practical) reasons.  
Support already declared by the USDA-ERS (see Offutt 2002) is likely to be influential in 
shifting opinion at this level.  A particular turning point may have been the recent report 
from the Court of Auditors that severely criticised the lack of statistics by which the 
central issue in EU agricultural policy – the standards of living of the agricultural 
community – could be assessed, and the implied support for statistics based on 
household-firms (Court of Auditors 2003).  

• Historical precedence.  The preference for activity accounts is largely the result of 
historical factors, in particular the assumptions about the structure of farming in the 1930s 
when the methodological foundations of the present systems of accounting were laid (Hill 
1998, 2000).  Once established, among users the lack of relevance of the statistics (a 
negative factor in statistical quality) may be overlooked or ignored as they display 
satisficing behaviour.  Familiarity and an ability to carry forward an existing series may 
rate highly with them.  Shocks to the statistical system may be necessary to overcome the 
power of precedent, such as the need to revise thinking on accounting practice resulting 
from EU enlargement. This has brought in not only many family and corporate farms but 
also large scale diversified co-operatives with their own legal status (Chaplin et al., 2002) 
and households that produce for subsistence on private plots.  Some preliminary though to 
the statistical implications has been given as part of the IAHS statistics (Eurostat, 2002). 

• Bureaucratic inertia among EU statisticians and self-interest among policy departments.  
Public statistics are generated by bureaucrats, and there is no reason why the managers of 
statistical systems should be different from other classes of administrators in their 
preference for the status quo.  Making changes from existing patterns of how statistics are 
produced involves resource costs and a possible eroding of confidence between statistical 
institution and user-client.  In many EU Member States resources for agricultural statistics 
are supplied at least in part by agricultural policy departments. Under such conditions the 
ability of statisticians to take an independent line is perhaps compromised, and there may 
be reduced incentives for updating or revising the statistical system where these conflict 
with the interests of the funding department (such as when showing that the extent of the 
poverty problem among farm households is much reduced when broadening consideration 
of income from farming alone to total income from all sources)(Hill 2002).  This danger 
needs to be recognised and challenged. 

• Methodological refinement.  Developing statistics on real institutional units faces a 
number of conceptual problems.  Many of these were encountered when establishing the 
methodology of Eurostat’s Income of the Agricultural Households Sector (IAHS) 
statistics14 which were intended to provide an aggregate (sector-level) picture (Eurostat 
1997).  A very similar range of issues would be encountered in setting one up at 
microeconomic level.  Issues include setting the margins of the household-firm (for 
example, those individuals encompassed by a single budget or by the dwelling) and the 
way in which pluriactive household-firms are to be classified (defining those that are seen 
as belonging to the agricultural sub-sector or to some other socio-professional group).  A 
parallel classification for companies is needed15.  As noted above, the operators of 
agricultural holdings are very diverse.  While it would be possible to draw up accounts for 
all statistical units that engage in any agricultural activity (probably separately for 

                                                      
14 At their inception in the mid-1980s these were termed Total Income of Agricultural Households (TIAH) 
statistics.  The name change to IAHS statistics took place after the publication of the 1997 TIAH report in 1998. 
15 The UK has the particular problem of household-firms that adopt corporate form largely for tax convenience 
but in other respects are structured and behave as small unincorporated units; one solution would be to treat 
them as quasi-household firms. 
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household-firms and corporations), such a broad coverage would include many for whom 
farming is only a very minor activity.  Many would not be considered relevant to policies 
directed at the farming community.  Thus it would also be necessary to decide which 
institutional units would be included in the statistics.   Eurostat has defined “agricultural 
households” as those where the main source of income of the head of household is from 
farming, but alternatives are possible.  The choice of institutional units to include has a 
major impact on the results (see the latest results and reference to earlier material in 
Eurostat 2002).  Agricultural economists have a role to play in fostering debate on such 
issues. 

• Gaps in the data system. Perhaps the greatest obstacle is the lack of data that enables the 
complete activities of household-firms to be described, and for this to be done in a timely 
manner.  As noted above, in the EU’s the annual FADN/RICA Farm Return collects very 
little beyond the agricultural activities of holders and there is little prospect of it doing so 
(Abitabile et al. 1999).  While some national farm surveys take a far more complete 
approach, or have alternative data sources, the provision of data to enable a household-
firm view to be taken is only realistic in the EU in Scandinavia, Germany and the 
Netherlands.   The UK’s FBS, while gradually moving to collect much of the data that 
would be relevant, is not yet at the situation reached by, for example, the USDA’s 
equivalent ARMS survey (Mishra et al. 2002).   Other data sources exist but usually have 
major deficiencies.  General surveys of households are usually poorly suited to providing 
detailed and specific information on self-employed entrepreneurs in agriculture.  Tax 
records are hampered by being not primarily designed for economic analysis, by issues of 
confidentiality, but particularly in a European context by the fact that in many Member 
States farmers (or a substantial section of them) are taxed by various flat-rate systems and 
thus are not required to keep accounts or declare actual incomes.  Consequently, what 
exists at national level is patchy and incomplete, some countries (including the UK) 
having no satisfactory source of basic data.  

 
The development of economic statistics based on real institutional units, either as a 
supplement to activity accounts or substitutes for them, would be resource-demanding, at 
least in the short-run.  However, the cost to society of policies based on poor information is 
likely to be far greater.  The absence of good, comprehensive, basic information has been 
identified by the OECD (2002) as a substantial problem and a factor that explains, in part, the 
poor performance of agricultural income support policies.    The low transfer efficiency of 
support, especially to low income farm households, could be substantially improved by 
instruments that were better targeted, though there has been considerable reluctance among 
policymakers to do this (Hill, 1990; OECD, 2002).   
 
Today’s agricultural structure requires a statistical system that is based on concepts different 
from those that were acceptable when the methodological foundations of the present statistics 
were established.  However, to simply re-engineer agricultural statistics onto the institutional 
unit base would be to miss a major point – that statistics have to be constantly updated.  As 
was pointed out in the US over thirty years ago, “Ideally, what we need is not a right 
definition of a concept or even a right concept, but a system in which we have the flexibility 
to match concept and measurement to differing and changing objectives” (AAEA, 1972).  .   
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ANNEX 

 
The full sequence of accounts for households (SNA93 Table A.V.6) 
 
I: Production account 
Uses       Resources 
P.2 Intermediate consumption P.1 Output 
  P.11   Market output 
  P.12   Output for own final use 
B.1g Value added gross   
K.1 Consumption of fixed capital   
B.1n Value added net   
 
II: Distribution and use of income accounts 
 
II.1: Primary distribution of income account 
 
 II.1.1: Generation of income account 
 
Uses        Resources 
D.1 Compensation of employees B.1 Value added 
D.11     Wages and salaries   
D.12     Employers social contributions   
D.121         Employers’ actual social contributions   
D.29         Employers’ imputed social 

contributions 
  

    
D.29 Other taxes on production   
D.39 Other subsidies on production   
    
B.2 Operating surplus   
B.3 Mixed income   
 
 II Allocation of primary income account (which can be subdivided into two) 
 
 II.1.2.1 Entrepreneurial income account 
Uses       Resources 
D.4 Property income (connected with market 

activities) 
B.2 Operating surplus 

D.41    Interest B.3 Mixed income 
D.45    Rent   
  D.4 Property income (connected with market 

activities) 
  D.41   Interest 
  D.42   Distributed income of corporations 
  D.421      Dividends   
  D.422      Withdrawals from income of quasi-

corporations 
  D.44 Property income attributed to insurance 

policyholders 
B.4 Entrepreneurial income   
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  II.1.2.2:  Allocation of other primary income account 
 
Uses       Resources 
D.4 Property income (not connected with market 

activities) 
B.4 Entrepreneurial income 

D.41   Interest   
D.42   Rent D.1 Compensation of employees 
  D.11   Wages and salaries 
  D.12   Employers’ social contributions 
  D.121     Employers’ actual social contributions 
  D.122     Employers’ imputed social contirbutions 
    
  D.4 Property income (not connected with 

market activities) 
  D.41 Interest 
  D.42 Distributed income of corporations 
  D.421 Dividends 
  D.422 Withdrawals from income of quasi-

corporations 
  D.43 Reinvested earnings on direct foreign 

invesments 
  D.44 Property income attributed to insurance 

policyholders 
  D.45 Rent 
B.5 Balance of primary income   
 
 II.2: Secondary distribution of income account (simplified) 
 
Uses        Resources 
D5 Current taxes on income, wealth etc. B.5 Balance of primary income 
    
D.61 Social contributions D.61 Social contributions 
D.611    Actual social contributions   
D.612    Imputed social contributions   
    
D.62 Social benefits other than social transfers in 

kind 
D.62 Social benefits other than social transfers in 

kind 
    
D.7 Other current transfers D.7 Other current transfers 
D.71    Net non-life insurance premiums D.72   Non-life insurance claims 
D.75    Miscellaneous current transfers   D.75   Miscellaneous current transfers 
    
B.6 Disposable income   
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 II.3: Redistribution of income in kind account  
 
Uses       Resources 
  B.6 Disposable income 
    
  D.63 Social transfers in kind 
  D.631   Social benefits in kind 
  D.6311       Social security benefits, 

reimbursements 
  D.6312       Other social security benefits in kind 
  D.6313      Social assistance benefits in kind 
  D.632   Transfers of individual non-market goods 

and services 
B.7 Adjusted disposable income   
 
 
 II.4:  Use of income account 
  II.4.1  Use of disposable income account 
 
Uses       Resources 
P.3 Final consumption expenditure B.6 Disposable income 
P.31    Individual consumption expenditure   
  D.8 Adjustment for the change in net equity of 

households on pension funds 
B.8 Saving   
 

 
II.4.2  Use of adjusted disposable income account 

 
Uses       Resources 
P.3 Actual final consumption  B.6 Adjusted disposable income 
P.31    Actual individual consumption   
  D.8 Adjustment for the change in net equity of 

households on pension funds 
B.8 Saving   
 
 
III. Accumulation accounts 
 
III.1  Capital account (simplified) 
 
Changes in assets         Changes in liabilities and net worth 
P.51 Gross fixed capital formation B.8n Saving, net 
    
K.1 Consumption of fixed capital D.9 Capital transfers, receivable 
  D.92    Investment grants 
P.52 Changes in inventories D.99    Other capital transfers 
P.53 Acquisitions less disposals of valuables   
  D.9 Capital transfers, payable 
K.2 Acquisitions less disposable of non-

produced non-financial assets (land etc.)  
D.91    Capital taxes, payable 

  D.99     Other capital transfers, payable 
B.9 Net lending / borrowing B.10.1 Changes in net worth due to saving and 

capital transfers (Total of the above) 
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The other accounts (not detailed here are as follows) 
 
III.2: Financial account  
 
III.3:  Other changes in assets accounts 
 III.3.1 Other changes in volume of assets account 
 III.3.2  Revaluation account 
  III.3.2.1  Neutral holding gains/losses account 
  III.3.2.2:Real holding gains/losses account 
 
IV Balance sheets 
 
IV.1   Opening balance sheet  
IV.2:   Changes in balance sheet (within which the change in net worth is attributed to savings and 

capital transfers, other changes in volume of assets, and nominal holding gains/losses) 
IV.3:   Closing balance sheet  
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