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Abstract

Young farmers must overcome certain barriers when entering the sector.
The aim of the paper is to evaluate the main obstacles in starting a farming busi-
ness and to assess whether the entry barriers faced by young farmers depend on
the size of a farm. We used data from electronic survey conducted among 510
young farmers in the Czech Republic. The average size of a farm was between
0 to 1000 ha (on average 42.4 ha). The farmers were divided into the following
categories: those with a holding from 0 to 5 ha — small, those with a holding of
over 5 ha to 50 ha — medium, and those with a holding of over 50 ha — large.

Young farmers assessed the difficulties, which they had to overcome when
starting up a farm on a scale from 1 (this was certainly a barrier) to 4 (it was
not a huge barrier) and 0 (it is not my case). The average score for each cate-
gory and barrier was calculated. The highest barrier was administrative burden
and the purchase of agricultural land. Young farmers did not perceive strategic
planning and the purchase of livestock as a serious problem. The test in contin-
gency table revealed that almost all types of barriers statistically significantly
depended on the size of the farm. Starting a business is the most difficult prob-
lem for small and middle farms, but the purchase of an agricultural land and
obtaining knowledge and experience is difficult for all farms to a similar axtent.

Keywords: entry barriers, small farmers, young farmers.
JEL codes: Q12, C12, Q14.

Marie Simpachové Pechrové Ph.D., Institute of Agricultural Economics and Information;

Manesova 1453/75 Prague 2, 120 00 Czech Republic (simpachova.marie@uzei.cz).

ORCID iD: 0000-0001-5064-9615.

Ondrej Simpach Ph.D., University of Economics Prague; nam. Winstona Churchilla 1938/4,

130 67 Praha 3-Zizkov, Czech Republic (ondrej.simpach@vse.cz). ORCID iD: 0000-0002-6978-4304.



30 Marie Simpachova Pechrova, Ondiej Simpach

Introduction

The problems with ageing of the farmers and generational renewal in agriculture
are a fact for the whole European Union. In the Czech Republic, farm managers in the
age group from 55 to 64 years (32%) predominate. There are even 26.8% of farmers
over 65. 22.1% of farmers are in the age group 45-54 (Eurostat, 2019). Hence, the
generational renewal is critical to sustain the continuation of food supply and land-
scape maintenance. There might be many different reasons for this situation.

Several studies have found that the decrease in the number of young farm-
ers has been influenced by ageing farmers’ unwillingness to pass the farm to
new generations due to educational, financial and motivational reasons (May et
al., 2019). On the other hand, sometimes there are no successors and the farm
must be taken over by another person. In this case, the process is complicated.
For example, in Austria the multigenerational non-familial agrarian partnership
is suggested as an adaptive strategy for survival and regeneration of peasantry
(Korzenszky, 2019). Amichi et al. (2016) proposed informal indirect farming as
a measure that can help to transfer lands to a young generation of farmers and
help with generational renewal.

Besides, young farmers have to overcome certain barriers when entering the
sector. They depend on whether the farm is inherited or taken over from family
relatives or whether the young person starts without any background. It is always
easier to start with an already existing farm. Farmers who start “from scratch” have
to mainly overcome the lack of disposable land, lack of finances for investments,
not enough experience with farming and administrative procedures (Simpachova
Pechrova, 2017).

A survey done by Ecorys (2014) in the Czech Republic revealed that “inter-
viewed young farmers seem to consider the availability of land (to buy or to rent)
and — to a lesser extent — legal issues more problematic than other young farmers
in the EU”. On the other hand, problems with obtaining the labour force were not
so pronounced. In Thailand, the problem with obtaining a piece of land was also
visible. “The support programmes helped farmers overcome their lack of farm-
ing knowledge and helped them integrate into rural communities, but the support
they provided in accessing land and capital was sometimes limited, and often non-
existent” (Phiboon, Cochetel and Faysse, 2019).

Carbone and Subioli (2008) found out that “the ageing of farm holders, is the
result of a complex set of factors, among which the most notable are: (1) the pres-
ence of entry barriers, (i1) the presence of exit barriers, (iii) the persisting low
level of factor productivity in agriculture; (iv) the presence of inter-sectoral labour
force movements in the intermediate age classes”. The situation is easier for them
if they inherit or take the farm over from their relatives or other farmers. “When
the fact that most farming businesses are operated by families is taken into con-
sideration, it can be argued that intergenerational farm transfers are a fundamental
aspect of the sustainability of farm businesses” (Uchiyama, Lobley, Errington and
Yanagimura, 2008).
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When young farmers start from the beginning, the barriers are much higher for
them. It is, therefore, logical, that in this case, they start with rather small business
and develop their agricultural holdings gradually over time. We may assume that
young starting farmers with small farms have higher barriers to overcome or it is
more difficult for them to overcome the barriers. For example, research by Ecorys
(2014) identified that “access to land is more difficult for young farmers with small
farms than for young farmers with large farms” in the Czech Republic. The aim
of the contribution is to assess whether the entry barriers feced by young farm-
ers depend on the size of the holding. The results can be used for policy making.
In line with the Common Agricultural Policy definition, we consider farmers un-
der 40 years of age as “young”. According to Simpachova Pechrova and Simpach
(2018), “the measures that would help young farmers to overcome the entry barri-
ers shall be implemented too™. It is useful to observe what types of barriers are seen
by farmers as the most important depending on the size of the farm.

Materials and Methods

We used primary data that were obtained by survey that was held between 14 and
30 June 2018. We sent a questionnaire electronically to about 6 thousand farmers
under 40 years of age that have their land registered in the Land Parcel Identification
System. We received complete answers from 510 respondents. The majority of them
were males accounting for 74.9 %. The average age of respondents was 32.9 years.
42.4% of young farmers started farming without previous background (42.4%) and
41.8% took it from their parents or other relatives. 5.1% of the respondents inherited
the farm. The rest of respondents obtained a farm by different ways (bought the farm
from parents or other relatives, or from other farmers, joined the existing family farm,
took it over partially, had their own facilities from elsewhere, etc.).

Besides identification questions, young farmers assessed the difficulties, which
they had to overcome, when starting up a farm on a scale: 1 — this was certainly
a barrier, 2 — this was rather a barrier, 3 — this was rather not a barrier, 4 — this was
certainly not a barrier, 0 — it is not my case (I cannot assess). The evaluated barriers
were: (1) strategic planning, (2) obtaining finances for a start-up of a business, (3) ob-
taining finances for development of a business, (4) purchase of an agricultural land,
(5) lease of an agricultural land, (6) purchase of livestock, (7) purchase of properties,
(8) lease of properties, (9) purchase of other fixed assets, (10) lease of other fixed
assets, (11) acquiring qualified workers, (12) acquiring non-qualified workers, (13)
ensuring sales, (14) administrative burden, (15) obtaining knowledge and experience.

Table 1 describes a sample of respondents. The majority (483) of farmers were
physical persons, 135 were organic farms. The average size of a farm was 42.4 ha,
minimum was 0 (only livestock production involved 12 farms) and maximum 1000.
The farmers were divided to three categories according to the size: (1) those with
a holding from 0 to 5 ha— small (there were 114 of them), (2) those with a holding
over 5 ha to 50 ha — medium (278 cases) and (3) those with a holding over 50 ha —
large (118). The division was made in order to balance the numbers of farm in each
category. The average mark for each category and barrier was calculated.
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Table 1
Description of a sample
Acreage No. Production type No.
Without land (0 ha) 12 (2.4%) Livestock 175 (34.3%)
Small (up to 5 ha) 114 (22.4%) Crop 133 (26.1%)
Medium (over 5 ha to 50 ha) 278 (54.5%) Mixed 202 (39.6%)
Large (over 50 ha to 1000 ha) 118 (23.1%)

Source: own elaboration based on primary research.

As the variables are categorical, they were placed in the contingency table with
5 rows (r) and 3 columns (c). Let O, be the observed count for the i row (i = 1 to R)
and j” column (j = 1 to C). Then, the contingency table can be displayed as in Table 2
and empirical frequencies are calculated.

Table 2
Contingency table showing empirical frequencies
cl i Ce z
7 011 O]‘,' OIC ni.
ri O,‘] Oij OiC ;.
I'r OR] OR/' ORC npg.
z n. n. n.c N

Source: own elaboration.
Where: n, = Z O, and n,; = Z O, . The total number of counts in the table
j i

is calculated N = Z Z O, . Inthe contingency table, it was tested whether there are sta-
i
tistically significant differences between marks in each category. Zero hypothesis
H, assumed that the characters are statistically independent. We use y’ test with
[onoj

o —E.) i
calculated criterion G = Zzu, where: E; = N Pearson’s test statistic
i

follows an asymptotic y? distribution with (R — 1)(C — 1) degrees of freedom when
the row and column variables are independent. When the calculated criterion ex-
ceeds the tabled value of y? distribution at a chosen level of significance (0.05 in
our case), then the null hypothesis is rejected. Then the characteristics are inde-
pendent. Calculations were done in the MS Excel sheet.
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Results and discussion

Based on the primary research, we found out what were the highest and the low-
est barriers. The lower the average score, the more vital the problem is.

The highest barrier was the purchase of an agricultural land and administrative
burden. The average calculated scores were 1.3 and 1.5, respectively. 62.2% of
respondents answered that the purchase of a land was certainly difficult and 15.5%
rather difficult for them during setting up of their business. This finding is in line
with Ecorys (2015) research where over 75% of asked young farmers considered
availability of land to buy as a challenge for their business. The availability of
land to rent was perceived by 42.5% as certainly difficult and by 26.9% as rather
difficult, but in Ecorys (2015) almost 72% of farmers perceived this as a prob-
lem. In our case, 62.0% found administration-related issues certainly difficult and
20.8% rather difficult when starting a farming business, whereas other legal issues
were considered as important by 28% of respondents in the Ecorys (2005) research.

On the other hand, young farmers did not perceive strategic planning as a big
problem (only 16.7% responded “certainly yes” and 21.4% “rather yes”, the aver-
age score was 2.6) and purchase of livestock (only 16.7% responded “certainly
ye”’s and 14.3% “rather yes”, the average score was 2.6). From the Ecorys (2014)
study, it is apparent that the least important obstacle was obtaining the insurance
and the interventions of parents or other persons as well as acquiring seasonal
workers. Also, our study confirms that acquiring qualified (average score 2.0) and
non-qualified (2.3) workers is not a big deal for farmers. We did not observe obtain-
ing of knowledge and experience in such detail as the Ecorys (2014) study, which
was aimed at examination of the information, vocational training and educational
needs of young farmers. According to ERDN (2018) workshop, Europe’s young
farmers and new entrants face three significant hurdles in realizing their ambitions:
access to land, access to finance and access to training and knowledge.

Figure 1 shows the results of the assessment of needs. The lower the average
mark, the more difficult the activity for starting farmers is.

Consequently, it was tested, whether the barriers statistically significantly de-
pend on the size of the farm. Empirical and theoretical absolute frequencies are
displayed in Table 3 in the Attachment. The table value of y? distribution with 8 de-
grees of freedom (7 =(R— 1)*(C—-1)=(5-1)*(3 — 1) was 15.5. When the calcu-
lated value G exceeded the table value, null hypothesis about independence was
rejected.
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Note: The lower score, the more difficult, starting a business is.

Purchase of agricultural land ~m————— ] 3
Administrative burden m—————— ] 5
Obtaining finance for development F———————— ] 6
Obtaining finance for business. . M ————— ] 7
Lease of agricultural land messsss— ] 8
Purchase of other tangible assets T ———— ] )
Purchase of buildings m—— ) ()
Acquiring qualified workers F————————— 2.0
Lease of buildings s 2
Lease of other tangible assets I ——— ) 3
Acquiring non-qualified workers —m—————————————— ) 4
Obtaining knowledge and experience FEEEEEEEE——————_————— ) 5
Ensuring sales s 2 5
Strategic planning FEE—————— ? 6
Purchase of livestock s 2 6

0,0 1,0 2,0 3,0

Fig. 1. Difficulties in setting up an agricultural business.

Source: own elaboration based on primary research.

1)

2)

3)

Questions were assessed as follows:

Was strategic planning difficult for you during the start-up of a business? Diffi-
culty in strategic planning depended on the size of the holding. Middle-sized hold-
ings answered relatively more often that it was difficult for them to cope with this
activity. On the other hand, small and large farms answered “certainly yes” less
often than they theoretically should, so it was not that difficult for them. It might be
due to the fact, that small farms do not think strategically at all or only on a small
scale and large companies have standardised procedures on strategic planning.

Was obtaining finance for a business start-up difficult for you? Also, this feature
depended on the size of a holding. Small and large farms again answered that is
was certainly difficult for them less often than they theoretically could. Small
farms can be family farms and the finances can be obtained within family. Large
holdings have, in general an easier access to finances in the form of loans and
credits. Middle-sized farms answered relatively more often that it was difficult
for them to obtain funding for establishing their businesses.

Was obtaining finance for business development difficult for you? The answers
depended on the size of the holding. Small and large companies answered less
frequently that it was certainly difficult for them to obtain the finances. Small
farms also declared less frequently that it was rather difficult. On the other hand,
medium-sized companies declared more frequently that obtaining finances was
certainly and rather difficult for them.
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4) Was the purchase of an agricultural land difficult for you? Surprisingly, the
answers were independent on of the size of the farm, almost all farm man-
agers proclaimed that it was certainly or rather difficult for them to obtain
a piece of land.

5) Was the lease of an agricultural land difficult for you? It was found out that
lease of agricultural land also depended on the size of the farm and was more
difficult for medium-sized and large companies. Small farms did not have to
lease the land so often.

6) Was the purchase of buildings difficult for you during the start-up of a busi-
ness? This activity also depends on whether the farm is small and large (it is
less difficult) or medium-sized (more difficult).

7) Was the lease of buildings difficult for you during the start-up of a business?
The purchase of buildings also depends on the size, as it was again more dif-
ficult for medium-sized companies than it should be, but less difficult for small
and large farms.

8) Was acquiring qualified workers difficult for you during the start-up of a busi-
ness? This activity depended on the size, as medium and larger companies
perceived it as a problem. On the other hand, for smaller farms it was not such
a significant issue, as many of them did not need qualified workers at all.

9) Was acquiring non-qualified workers difficult for you during the start-up of
a business? Similar observations apply to non-qualified workers — the diffi-
culty depended on the size of a farm.

10) Was ensuring sales difficult for you during the start-up of a business? This activ-
ity depended also on the size. Medium-sized companies answered more often
than they should that it was a problem for them, according to theoretical fre-
quencies. Small farms did not have to solve this problem so often. Large ones
answered that it was rather a problem for them and subsequently that rather it
was not a problem.

11) Was it difficult for you to overcome administrative burdens? Administrative
burden was difficult for all companies and depended on the size. Especially
medium and large farms considered it as an issue.

12) Was obtaining knowledge and experience difficult for you? This was an issue
for all types of holdings, regardless of their size.

Comparison of answers for small, middle and large companies is displayed in
Figure 2 in the Attachment.

Almost all types of barriers statistically significantly depend on the size of the
farm. It seems that for small farms it is more difficult to set up their businesses
despite the fact that they do not have to carry out so many activities (such as ac-
quiring qualified and non-qualified workers), because they are too small to need it.
Large companies have to do many things including strategic planning and acquir-
ing workers that are not so needed in smaller companies. Hence, their situation
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also seems difficult, but many activities can be facilitated by their easier access to
information (“because size and activity determine a company’s capacity to access
information” Masson and Shariff (ed.), 2010). Middle-sized companies seem to
have the most difficult situation as they need to ensure more activities than small
companies, but have lower abilities to secure them than larger ones. Hence, they
answered more frequently that certain activity was more difficult for them than
they theoretically should or could. The increase in the size of operational holdings
helps them utilise the advantages of economies of scale (Kaur and Kataria, 2017).

Only the purchase of a agricultural land and obtaining knowledge and expe-
rience did not depend on the size category and was difficult for all size catego-
ries in a similar way. However, “large firms may differ from smaller firms in their
openness to external knowledge simply because of strategic motivation” (Almeida,
Dokko and Rosenkopf, 2003). The challenge for future research is to examine the
needs of young farmers in detail using qualitative methods of focus groups or indi-
vidual interviews in order to be able to better identify the barriers when setting up
a business and provide meaningful and effective support for them.

Conclusion

When setting up a new business or taking over a farm from predecessors, young
farmers must overcome certain barriers and difficulties. The aim of the paper was
to evaluate the main obstacles in setting up a farming business and to assess wheth-
er the entry barriers faced by young farmers depend on the size of the farm. We use
primary data from electronic survey performed among 510 young farmers in the
Czech Republic.

Young farmers assessed the difficulties which they have to overcome when
starting up the farm on a scale from 1 (this was certainly a barrier) to 4 (it was not
a barrier) and 0 (it is not my case). The assessed barriers were: strategic planning,
obtaining finances for a start-up / development of business, purchase / lease of
agricultural land, purchase of livestock, purchase / lease of properties, purchase
/ lease of other fixed assets, acquiring qualified / non-qualified workers, ensuring
sales, administrative burden obtaining knowledge and experience. The average size
of a farm was 42.4 ha, minimum was 0 (only livestock production) and maximum
1000. The farmers were divided to three categories, according to the size of the
holding (from O to 5 ha — small, over 5 ha to 50 ha — medium, and over 50 ha —
large). The average mark for each category and barrier was calculated.

The highest barrier was administrative burden and purchase of an agricultural
land. On the other hand, young farmers did not perceive strategic planning and pur-
chase of livestock as a big problem. It was tested in the contingency table whether
there are statistically significant differences between the answer in each category.
Almost all types of barriers statistically significantly depended on the size of the
farm. It seems that for small farms it is difficult to start up their businesses. Never-
theless, there are many activities that are not relevant for them / which they do not
have to solve (such as acquiring workers). However, also middle-sized farms faced
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obstacles, as they are not large enough to overcome the barriers due to their size
(and e.g. better access to information). On the other hand, purchase of agricultural
land and obtaining knowledge and experience is difficult for all size categories to
the same extent.
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Source: own elaboration based on primary research.
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BARIERY WEJSCIA DLA MEODYCH ROLNIKOW —
CZY ZALEZA OD WIELKOSCI GOSPODARSTWA?

Abstrakt

Wchodzgc do sektora, mltodzi rolnicy muszq pokonac pewne bariery. Celem
pracy jest ocena glownych przeszkod w zaktadaniu dziatalnosci rolniczej oraz
ocena, czy bariery wejscia dla mtodych rolnikow sq uzaleznione od wielkosci go-
spodarstwa. Korzystamy z danych pochodzqcych z ankiety elektronicznej prze-
prowadzonej wsréd 510 mlodych rolnikéw w Czechach. Srednia wielkosé¢ gospo-
darstwa wynosita od 0 do 1 000 ha (Srednio 42,4 ha). Rolnikow podzielono na
kategorie: od 0 do 5 ha —mali, od 5 ha do 50 ha — sredni i powyzej 50 ha — duczi.

Mtodzi rolnicy ocenili trudnosci, ktore musieli pokonad, gdy rozpoczynali
prowadzenie gospodarstwa, w skali od 1 (zdecydowanie byta to bariera) do 4
(nie byta to istotna bariera) i 0 (to mnie nie dotyczy). Obliczono srednig punkta-
cje dla kazdej kategorii i bariery. Najwigkszq bariere stanowily obcigzenia ad-
ministracyjne i zakup gruntow rolnych. Mtodzi rolnicy nie postrzegali planowa-
nia strategicznego i zakupu zwierzgt gospodarskich jako znacznego problemu.
Test w tabeli krzyzowej wykazal, ze niemal wszystkie rodzaje barier w sposob
istotny statystycznie byty uzaleznione od wielkosci gospodarstwa. W przypadku
matych i srednich gospodarstw rolnych najtrudniej jest rozpoczq¢ dziatalnosé
gospodarczq, ale zakup gruntow rolnych oraz zdobycie wiedzy i doswiadczenia
sq trudne dla wszystkich gospodarstw w podobnym stopniu.

Stowa kluczowe: bariery wejscia, mali rolnicy, mtodzi rolnicy.
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