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Abstract

The European Union (EU) Common Agricultural Policy (CAP) affects the development of the agricultural industry and
rural areas in all the Member States. A very important role is played by various support payments as one of the policy
instruments. The CAP has been developing and is being reformed; therefore, it is important to assess the effect of various
CAP support instruments on the development of the agricultural industry. Therefore, the research aim is to assess the
support instruments and kinds of support as well as their effects on selected agricultural indicators. The research study
proceeds in three stages or phases: first, the identification of the total amount of support payments paid and the key
kinds of support; second, a detailed analysis of the key kinds of support; third, the identification of associations between
the amounts of support payments and other agricultural and farm performance indicators. The research found that in
the period 2005 — 2014 in Latvia, the total amount of support amounted to EUR 4.3 billion, of which EUR 520 million
or 12% were received by approximately 1000 FADN farms. The most significant kinds of financial support in Latvia
were direct payments, accounting for 47% of the total amount of support and financial assistance provided for rural
development with 39%. The total amount of financial support and the amount of area-based payments affected the key

agricultural indicators as well.

Key words: support payments, kinds of support payments, indicators.

Introduction

Until the early nineties of the last century, the CAP
was mainly oriented to support markets. Prices were
guaranteed and complemented by export subsidies
and import restrictions. Agricultural production was
stimulated through guaranteed prices, and farm incomes
depended on output prices and quantities. Over the
last two decades, the CAP was reformed four times,
mainly to shift support from production and prices to
direct income supports (Fragoso et al., 2011). Since the
Agenda 2000 reforms, the CAP has been characterised
as having two ‘pillars’ through which funding is
disbursed. Pillar I provides subsidies to farmers and
accounts for about 90% of the overall budget (Lowe,
Buller, &Ward, 2002). The CAP’s second ‘pillar’ is
rural development. Introduced in 1999, the second
pillar consolidated numerous funding measures for
only about 10% of total CAP expenditure (Watts ef al.,
2009). M. Raggi, L. Sardonini and Viaggi D. (2013)
stress that the current CAP payments are important for
staying in/exiting farming activities. In 2013, a new
Common Agricultural Policy was defined after several
years of negotiations between the EU Commission, the
Member States, the EU Parliament and the Council of
Ministers (Burnya &Terrones Gavira, 2015). For this
reason, it is necessary to assess the performance of
the CAP’s support instruments in the previous period.
In Latvia, farmers have to take into consideration the
eligibility criteria set by the CAP since 2004. For these
reasons, the research aim is to assess the support
instruments and kinds of support as well as their effects
on selected agricultural indicators in Latvia. To achieve
the aim, three specific research tasks were set: 1) to

examine the support instruments and the key kinds of
financial support in Latvia; 2) to perform a detailed
analysis of the key kinds of financial support in Latvia;
3) to identify causal relationships between the amounts
of support payments and other agricultural and farm
performance indicators.

The object of the research is support instruments
for FADN farms.

Materials and Methods

Analysis, synthesis and logical construction, as
well as a statistical analysis method — correlation
analysis — were employed to perform the research tasks.
The present research analysed information and data
of the Central Statistical Bureau (CSB) and the Rural
Support Service (RSS). The research design process
used special and general literature, methodological
materials on the EU financial support for agriculture
and rural development etc. The Farm Accountancy
Data Network (FADN) was exploited to identify the
effect of support payments on the economy of farms
in Latvia. The FADN is a European system of sample
surveys conducted every year to collect accountancy
data from farms with the aim of monitoring the income
and business activities of EU agricultural holdings.
Moreover, the FADN is an important informative
source for understanding the impact of the measures
taken under the CAP on different types of agricultural
holdings (European Commissions, 2017). A FADN
farm sample includes not less than 1000 farms in order
to ensure a representative sample of farms in Latvia
(LR Zemkopibas ministrija, 2017).
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Figure 1. Total amount of support paid to farms, the amount of support paid to FADN farms, miln. EUR, and
the percentage of support paid to FADN farms in Latvia in the period 2005 — 2014.

Results and Discussion
1. Characteristics of support payments for agriculture
and rural development in Latvia

The economic performance indicators of FADN
farms were affected by support payments in Latvia in
the time period 2005 — 2014. In the period of analysis,
the total amount of support paid to FADN farms
reached almost EUR 519.5 million, which comprised
on average 12% of the total amount of financial support
paid in this period — EUR 4329.5 million (Figure 1).

A comparison of change in the amount of support
in the period 2005 — 2014 reveals that it increased by
59% in the country as a whole, while an increase for
FADN farms was relatively steady — the increase was
only 17%. In 2013, the FADN summarised data on
1000 farms (LVAEI, 2014), which accounted for 1.2%
of the total number of farms in the country. In 2005,
932 farms (LVAEI, 2014) or 0.7% of the total farms
were included in the FADN. In the period of analysis,
the total number of farms decreased in absolute terms
by 51208 (CSB, 2016a; 2016b) or 38.5% in relative
terms. This indicates that the performance of FADN
farms was better than the performance of the entire

agricultural industry, as 1.2% of the farms received

10.5% of the total amount of support paid in the

country in 2013.

The financial support paid may be classified into
three main groups:

1. (EU and national) direct payments, which
include the Single Area Payment Scheme (SAPS),
complementary national direct payments (CNDP)
that are called transitional national support since
2013, and various special support schemes that
have been introduced to support agriculture —
CAP Pillar 1. Until 15 October 2006, their source
of finance was the guarantee section of the
European Agricultural Guidance and Guarantee
Fund (EAGGF), while after this date the source
of finance for SAPS and special schemes was the
European Agricultural Guarantee Fund (EAGF)
and CNDP were funded from the government
budget.

2. Support payments for rural development or CAP
Pillar 2, which consisted of SAPARD funding
and the funding of the Structural Funds (SF) for
the period 2004 — 2006, were funded from the
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Source: authors’ calculations based on Datu baze ... (2016).
Figure 2. Distribution of financial support paid to FADN farms in Latvia in the period 2005 — 2014,
thou. EUR.
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guidance section of the European Agricultural
Guidance and Guarantee Fund (EAGGF), the
national government budget, the allocations for
the Rural Development Plan 2004 — 2006 (funded
from the guarantee section of the EAGGF and
the national government budget) and the Rural
Development Programme 2007 — 2013 (RDP 2007
— 2013) (funded from the European Agricultural
Fund for Rural Development (EAFRD) and the
government budget).

3. National support payments (national subsidies);
the source of finance is the government budget.

The distribution of financial support paid to FADN
farms in the period 2005 — 2014 was as follows: 1)
direct payments — EUR 244 million or 47% of the total;

2) support for rural development — EUR 201 million
or 39%; 3) national subsidies — EUR 75 million or
14%. The distribution of financial support for every
year is shown in Figure 2. The amount of direct
payments paid to FADN farms steadily increased in
the beginning of the period — until 2008, while after
that it stabilised at EUR 25-29 million annually. The
amount of support for rural development depends on
the financial phase of the period — at the beginning
of the period the amount is smaller, in the middle of
the period it increases, but at the end of the period the
amount decreases. In contrast, the amount of national
financial support consistently decreased, which is
understandable, as national funding is required both
for paying direct payments and for co-funding rural
development projects.

Table 1

Percentage distribution of direct payments, the total amount of which exceeded EUR 500 thou. by kind
of support for FADN farms in Latvia in the period 2005 — 2014

Indicators 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | Total
Total 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0
SAPS payments 346 | 329 | 32.7 | 289 | 425 | 445 | 493 | 584 | 64.0 | 64.8 | 45.6
Decoupled CNDP for areas (since | 10.4 | 17.5 | 20.7 | 13.5 | 15.1 | 12.7 | 11.2 | 11.7 | 11.1 | 7.0 12.9
2007)

Special support for milk 489 | 353 | 18.1 | 11.8 | 13.9 | 0.0 0.0 0.0 0.0 0.0 9.9
production

Stubble field in the winter period | 0.0 00 | 12,6 | 102 | 142 | 11.6 | 10.8 | 8.7 6.4 49 8.6
(since 2008)

CNDP for slaughtered or 0.0 0.0 0.0 0.0 0.0 | 150 | 11.1 | 109 | 11.1 | 85 6.2
exported cattle

School fruits 0.0 8.2 7.8 5.4 6.3 42 2.6 2.0 2.1 0.0 39
Decoupled CNDP for milk sold 0.0 0.0 0.0 0.0 0.0 4.7 4.5 4.6 4.5 5.5 2.6
within the limit of the quota

Decoupled CNDP for areas under | 0.0 0.0 0.0 17.5 |1 0.0 0.0 0.0 0.0 0.0 0.0 2.2
field crops (since 2010)

Restructuring of the sugar 1.0 1.4 1.5 1.5 24 2.5 2.2 2.1 1.9 1.3 1.8
industry

Decoupled CNDP for slaughtered | 0.0 0.0 0.0 0.6 0.8 0.9 32 3.8 35 3.5 1.8
or exported cattle (since 2007)

Diversification support for sugar 0.0 0.0 34 2.3 2.7 2.4 0.0 23 0.2 1.6 1.6
beet producers

EU direct payments + CNDP> 0.0 0.0 0.0 0.0 0.0 0.0 34 3.7 3.8 2.6 1.4
EUR 5 000

Separate payments for sugar 5.1 4.6 1.8 1.2 1.4 1.3 1.1 0.0 0.0 0.0 1.4
production

CNDP for suckling cows 0.0 0.0 0.0 6.4 0.0 0.0 0.0 0.0 0.0 0.0 0.8
Decoupled CNDP for cattle 0.0 0.0 1.5 0.7 0.7 0.0 0.0 0.0 0.0 0.0 0.3
(since 2011)

Support for energy crops (since 0.0 0.0 0.0 0.0 0.0 0.2 0.4 0.7 0.6 0.3 0.2
2007)

Other 0.0 0.0 0.0 0.0 0.0 0.0 00 | -89 | 93 | 0.0 | -1.1

Source: authors’ calculations based on Datu baze ... (2016).
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Table 2
Rates of the most significant direct payments in Latvia in the period 2005 — 2014, EUR

Kind of support/ year 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014
SAPS payments per ha 26.18 | 31.45 | 36.38 | 46.38 | 55.61 | 63.50 | 76.12 | 79.00 | 86.16 | 99.06
CNDP for areas under crops, ha 67.36 | 53.27 | 28.87 | 39.70 | 27.63 - - - - -
CNDP for areas under feed crops, ha 15.50 | 12.62 | 11.21 | 9.02 | 6.63 - - - - -
CNDP for milk production, t 16.35 | 28.56 - - - - - - - -
Decoupled CNDP for milk production, t - - 35.05 | 33.69 | 31.96 | 30.14 | 28.24 | 26.00 | 25.00 | 20.00
Decoupled CNDP for areas, ha - - | 25.57(30.73 | 35.68 | 32.31 | 26.00 | 19.00 | 19.00 | 15.00
Decoupled CNDP for areas under crops, - - - - - 36.31 | 28.98 | 28.00 | 28.00 | 23.00
ha

Separate payments for sugar production, t - 9.96 | 12.01 | 14.68 | 15.87| 11.94 | 795 | 7.89 | 7.88 -

Source: authors’ construction based on LR Zemkopibas ministrija (2006, 2007, 2008, 2010, 2012, 2014, 2015).

2. Analysis of kinds of support payments in Latvia

Direct payments. In the period 2005 — 2014,
FADN farms received 29 kinds of support as direct
payments. The key kinds are presented in Table 1.

In the period of analysis, the most significant
kinds of direct payments were SAPS payments with
46%, CNDP for milk production within the limit
of the quota (decoupled in 2007) — 13%, CNDP for
areas under crops and feed crops — 10%, decoupled

CNDP for areas (from 2007) — 9%, decoupled CNDP
for areas under field crops (since 2010) — 6% and
separate payments for sugar production with 4%
of the total amount of support. Besides, the share
of SAPS considerably increased — from 34% (EUR
4.7 million in 2005) to 65% (EUR 15.9 million in
2014) — in the total amount of direct payments. In
addition, financial discipline was applied in 2012
and 2013, which resulted in a decrease in the number

Table 3

Percentage distribution of support for rural development, the total amount of which exceeded EUR 500

thou. by kind of support for FADN farms in Latvia in the period 2005 — 2014

Indicators 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | Total
Total 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0
Farm modernisation 0.0 0.0 0.0 | 33.0 | 463 | 37.6 | 645 | 73.7 | 51.5 | 35.6 | 38.6
Less-favoured area support 17.8 | 26.0 | 33.0 | 247 | 247 | 28.7 | 192 | 146 | 243 | 35.7 | 233
Structural funds 523 ] 30.1 | 16.7 | 7.7 0.0 0.0 0.0 0.0 0.0 0.0 | 102
Organic farming development 46 | 10.1 | 83 9.0 9.7 | 129 | 95 7.7 | 121 | 17.6 | 9.7
Wind erosion reduction 00 | 159 | 203 | 164 | 16.6 | 172 | 0.0 0.0 0.0 0.0 7.3
Meeting the EU standards 15.0 | 144 | 18.1 5.7 0.0 0.4 0.0 0.0 0.0 0.0 4.7
Support to enterprises 0.0 0.0 0.0 0.0 0.6 0.5 4.4 2.0 8.5 33 2.1
SAPARD (until 2006) 8.4 0.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.0
Infrastructure related to 0.0 0.0 0.0 0.0 0.0 0.9 0.7 0.6 1.5 4.8 0.7
agricultural and forestry
development and adaptation
Maintenance of biodiversity in 0.6 1.1 1.0 0.9 0.7 0.8 0.6 0.4 0.7 1.0 0.7
grassland
Support for semi-subsistance 0.5 0.3 23 2.0 1.0 0.3 0.1 0.1 0.1 0.1 0.6
farms
Areas with restrictions for the 0.8 1.2 0.4 0.4 0.3 0.4 0.3 0.2 0.4 0.6 0.5
purposes of environmental
protection
Introduction and promotion of 0.0 0.0 0.0 0.1 0.1 0.2 0.6 0.6 0.9 1.2 0.4
integrated horticulture (since
2008)

Source: authors’ calculations based on Datu baze ... (2016).
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Table 4

Rates of the most significant rural development support payments in Latvia
in the period 2005 — 2014, EUR

Support measure

Period 2004-2006

Period 2007-2013

Less-favoured
area support

Category 1 — 33 EUR ha'!; Category
2 — 46 EUR ha''; Category 3 — 64
EUR ha'

Category 1 — less than 25 EUR ha'!; Category 2 — less than 40
EUR ha’!; Category 3 — less than 58 EUR ha!

Organic farming
development

First transitional year — 139 EUR
ha'!

Second transitional year — 139 EUR
ha'!

The farm is given an organic

Permanent meadows and pastures, nectar crops 138 EUR ha-
!; field crops on arable land, permanent grasses on arable land
and grassland for seed production, fallow land 108 EUR ha’';
potato, starch potato 318 EUR ha'!; vegetables (incl. spice
crops) and household gardens 357 EUR ha''; fruit trees and

farming certificate — 82 EUR ha!

berry bushes 419 EUR ha'!

Wind erosion
reduction

Per ha of green area (except
permanent meadows and pastures):
nitrite-sensitive territories — 23 EUR
ha’'; other areas of Latvia — 40 EUR
ha'!

Not available.

Source: authors’ construction based on MK noteikumi...(2004); LAP (2007 — 2013).

of eligible support payments (above EUR 5000 and
EUR 300000) and in the total amount disbursed — by
EUR 2.2 and 2.3 million respectively, and by EUR 4.5
million in the entire period. Rates of the key kinds of
direct payments are presented in Table 2. SAPS rates
increased 3.8 times in the period 2005 — 2014; besides,
the payments for particular crops were replaced by
decoupled (historical) payments, which indicate
changes in the CAP.

Rural development support payments. In the
period 2005 — 2014, FADN farms received 24 kinds of
financial support for rural development. The key kinds
are shown in Table 3. In the period of analysis, the
most significant kinds of support for rural development
were as follows: investment support under the RDP
2007 — 2013 with 39%, less-favoured area support
(less-favoured areas and areas with restrictions for the
purposes of environmental protection under the RDP
2004 — 2006 and ‘Payments to farmers in areas with

handicaps other than mountain areas’ under the RDP
2007 —2013) — 23%, structural funds — 10%, support
for organic farming development under the RDP
2007 — 2013 — 10%, wind erosion reduction — 7% and
meeting the EU standards (support measures under
the RDP 2004 — 2006) with 5% of the total amount.
The greatest amount of support for rural development
was reported in 2012, at EUR 32.4 million, of which
investment support under the RDP 2007 — 2013
comprised 74% of the total. FADN farms received the
smallest amount of support for rural development in
2014 — EUR 13.4 million, of which less-favoured area
support accounted for 36% of the total.

The rates of area-based support payments for rural
development per hectare of farmland are shown in
Table 4, while the key eligibility criteria for investment
support are presented in Table 5.

In the period 2007 — 2013 in Latvia, the rates of
less-favoured area support payments decreased, while

Table 5

Key eligibility criteria for the most significant support measures for investment in rural development in
Latvia in the period 2005 — 2014, EUR

Eligibility criteria SAPARD | SF Meeting the standards EAFRD
Purchase of new machinery X x* | Construction of manure storage facilities; meeting the hygienic X
Purchase of new equipment X x | standards in milk production; meeting the standards for X

; cowsheds to guarantee milk hygiene; reconstruction of cages
Constructhn, ) X x | to ensure the welfare of laying hens; equipping an artificial X
reconstruction, renovation ventilation system with an alert device and the establishment
Investment in permanent ) X of an emergency ventilation system; construction or )
crops reconstruction of a water supply system at livestock sheds;
Purchase of breeding Milk and - constrl%ction of cages for young li.Vestock; establi§hment of )
livestock meat farrowing boxes for sows and pigsties for weaned piglets.

*not included in eligible costs of projects submitted from 2006 onwards
Source: authors’ construction based on MK noteikumi...(2004); LAP (2007 — 2013); Upite (2010).
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Table 6

Percentage distribution of support for rural development, the total amount of which exceeded EUR 500
thou. by kind of support for FADN farms in Latvia in the period 2005 — 2014

Indicators 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | Total
Total 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0
Payments for cows held 152 | 94 | 11.8 | 22.1 | 62.7 | 20.3 | 41.5 | 0.0 0.0 | 24.1 | 19.1
Support for establishment of 0.0 0.0 0.0 | 202 ] 0.0 (389 | 00 | 774 | 494 | 30.8 | 18.9
a herdbook and assessment of

productivity data: dairy cows

Promotion of investment in 13.1 80 | 12.6 | 250 | 22.6 | 11.5 | 17.7 | 7.1 9.6 8.0 13.0
agriculture — partially subsidised

loans

Support for investment in the 295 | 194 | 21.8 | 0.0 0.0 0.0 0.0 0.0 0.0 0.0 8.9
agriculture

Compensation for losses caused 7.0 | 422 | 0.0 0.0 0.0 1.1 0.0 0.0 0.1 0.0 8.4
by agro-climatic conditions

Support for establishment of 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 | 298 | 279 | 63
a herdbook and assessment of

productivity data: sows

Identification of genetic quality: 3.8 2.8 | 240 | 79 0.0 0.0 0.0 0.0 0.0 0.0 5.1
in sows

Purchase of breeding livestock 7.4 4.1 122 | 0.0 0.0 0.0 0.0 0.0 0.0 0.0 3.1
Support for livestock breeding 3.8 3.6 4.9 4.0 0.0 0.0 0.0 0.1 0.0 0.3 2.1
and raising in pig farming: piglet

Education, science and 5.8 0.8 2.5 6.6 0.4 0.0 0.0 0.0 0.0 0.0 1.6
information

Support for livestock breeding 0.0 0.0 0.0 3.1 0.0 38 | 245 | 0.0 0.0 0.0 1.5
and raising in pig farming: sows

Support for promotion of 0.0 0.0 0.0 0.0 0.0 0.0 0.0 | 104 | 0.0 0.0 0.9
investment in agricultural and

enhancement of technological

resources for investment in

2012/2013

Support for establishment of 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 4.9 33 0.9
a herdbook and assessment of

productivity data: meat cows

Support for integrated production | 0.0 1.0 1.2 1.7 1.6 4.0 0.0 0.0 0.0 0.0 0.8
of permanent crops

Support for livestock breeding 0.0 0.0 0.0 0.2 6.1 0.1 0.0 0.0 0.0 0.0 0.7
and raising in pig farming: boars

Other 144 | 87 9.0 9.3 6.6 | 204 | 163 | 5.0 6.1 5.7 8.8

Source: authors’ calculations based on Datu baze ... (2016).

the rates of support payments for organic farming
development diverged across crops.

National support. The percentage distribution of
the key kinds of national support is shown in Table
6. In the period 2005 — 2014, there were 73 kinds
of nation financial support for FADN farms. In the
same period, the most significant kinds of support
for FADN farms were as follows: payments for
cows held — slightly more than 19%, support for
establishment of a herdbook and assessment of
productivity data: dairy cows —almost 19%, promotion

of investment in agriculture — partially subsidised
loans — 13%, support for investment in the agricultural
industry (in 2005 — 2007) — 9%, compensation for
losses caused by agro-climatic conditions — 8%,
support for establishment of a herdbook and assessment
of productivity data for sows — 6%, identification of
genetic quality in sows — 5% and purchase of breeding
livestock in a foreign or the Latvian market with 3%
of the total amount of national support funding. The
greatest amount received by the FADN farms was
reported in 2006 — EUR 13.8 million, of which EUR
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5.8 million or 42% were compensations for losses
caused by agro-climatic conditions.

3. Relationships between the amounts of support
payments and other agricultural and farm performance
indicators

A correlation analysis that explores the strength of

done to identify the strength of relationships between
various indicators of farm performance (Arhipova &
Balina, 2000). Three dependent variables were taken:
x,= total amount of support payments for FADN
farms, mIn. EUR; x = area-based support payments
for FADN farms, min. EUR; x, = support payments
for investment for FADN farms, min. EUR, and a
correlation between the mentioned three variables

relationships between a dependent variable x_(support
payments) and several independent variables y_was

and selected other farm indicators was identified for

Table 7

Strength of the relationships between the amounts of support payments and other indicators for FADN
farms in Latvia in the period 2005 — 2014 (correlation coefficient value r)

Total support, | Total area payments,
Indicators min. EUR (x,) min. EUR (x,)
r | Sig. r | Sig.
At least one indicator shows a strong correlation ([r]>0.8)
Agricultural exports, mln. EUR 0.884 0 0.796 0.01
Total area payments for agriculture, mln. EUR 0.873 0 0.876 0
Area under maize, thou. ha 0.84 0 0.827 0
Area under potato (CSB data), thou. ha -0.806 0 -0.677 0.03
Long-term investment by FADN farms, mln. EUR 0.889 0 0.837 0
Revenue earned by FADN farms, mln. EUR 0.82 0 0.749 0.01
Revenue from grain earned by FADN farms, mln. EUR 0.839 0 0.637 0.05
Revenue from vegetables earned by FADN farms, mln. EUR 0.694 0.03 0.834 0
Production costs for FADN farms, min. EUR 0.869 0 0.814 0
Milk sold (CSB data), thou. t 0.879 0 0.833 0
Wheat produced by FADN farms, thou. t 0.818 0 0.725 0.02
Fixed asset depreciation for FADN farms, min. EUR 0.868 0 0.788 0.01
A medium-strong relationship ([r] is >0.5, but < 0.8)
Area payments received by FADN farms, min. EUR 0.797 0.01
Total support payments made by the RSS, mln. EUR 0.772 0.01 0.611 0.06
UAA (CSB data), mln. ha 0.73 0.01 0.764 0.01
Area of pastures and meadows (CSB data), thou. ha 0.794 0.01 0.667 0.03
Area under permanent crops (CSB data), thou. ha -0.775 | 0.01
Area of pastures and meadows on arable land (CSB data), thou. ha 0.792 | 0.01 0.667 0.03
Arable land area (CSB data), thou. ha 0.628 | 0.05 0.692 0.03
Revenue from rapeseed earned by FADN farms, mln. EUR 0.783 0.01
Revenue from legumes earned by FADN farms, mln. EUR 0.565 | 0.09 0.725 0.02
Revenue from other agricultural activities earned by FADN farms, mln. EUR | -0.715 | 0.02
Revenue from feed production earned by FADN farms, min. EUR 0.798 | 0.02 0.722 0.02
Revenue from milk earned by FADN farms, min. EUR 0.788 0.01 0.724 0.02
Revenue from cattle earned by FADN farms, mln. EUR 0.775 | 0.01 0.724 0.02
Revenue from pigs earned by FADN farms, mln. EUR 0.603 0.07 0.7 0.02
Revenue from poultry earned by FADN farms, mln. EUR -0.689 | 0.03
Revenue from egg production earned by FADN farms, mln. EUR -0.517 | 0.12 -0.696 0.02
Agricultural work units on FADN farms, employed individuals -0.697 | 0.02
Milk output (CSB data), thou. t 0.682 | 0.03 0.793 0.01

Source: authors’ calculations based on CSB data (2016a; 2016b; 2016¢, 2016d).
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the period 2005-2015. When performing a correlation
analysis, the tool IBM SPSS Statistics (Version 22)
was exploited and a correlation matrix was computed.
Since the correlation matrix is symmetric relative to its
diagonal, only the values placed above and under the
diagonal have to be computed. The main results are
summarised in Table 4. The total amount of support
payments and the amount of area-based support
payments have affected the following key agricultural
indicators: the value of agricultural exports, the
utilised agricultural area, areas under certain crops
and revenue from the key kinds of agricultural
production. The analysis has shown that CAP direct
payments as a whole have been effective in pursuing a
more equitable distribution of farm household income
among the farm household population (Severini &
Tantari, 2015). Since the support payments (both the
total amount of support payments and the amount
of area-based support payments) strongly correlated
with the total production cost for FADN farms, the
main cost items (seeds, fertilisers, plant protection
products, purchased feed, maintenance of machinery
and equipment, fuel and lubricants, depreciation,
paid labour and land rent) also demonstrated strong
correlations. As the amount of support payments
increased, a few farm indicators decreased (areas
under potato and permanent crops, revenue from other
agricultural activities, output of poultry meat and
eggs as well as agricultural work units). However, the
amount of support payments for investment for FADN
farms, mIn. EUR, (x,) had a strong correlation (0.997
at sig.0.00) only with fixed asset depreciation for the
FADN farms.

Conclusions

1. Support payments play an important role in the
performance of farms in Latvia. In the period
2005-2014, the total amount of financial support
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