Agris on-line Papers in Economics and Informatics

Volume VII Number 1, 2015

Basic Outline of the Problem of the "Ageing Population of Farmers"

in the Czech Republic
L. Zagata, S. Hadkova, M. Mikovcova

Department of Humanities, Faculty of Economics and Management, Czech University of Life Sciences
Prague, Czech Republic

Anotace

Problém starnuti populace farmari je Casto zminovan v evropské diskusi o udrzitelném vyvoji zemédelstvi
a na dany problém reaguje cela fada politickych opatieni vcetné posledni reformy spole¢né zemédélské
politiky EU. Cilem c¢lanku je konceptualizovat a empiricky zmapovat problém starnuti populace farmara
v Ceské republice. S vyuzitim sekundarni analyzy dat jsou popsany zakladni trendy tykajici se vékové
struktury farem vcetné srovnani hlavnich parametrd farem u mladsich a starSich zeméd¢lct. Vysledky studie
naznaéuji, ze Ceska republika patii mezi zemé, které nejsou tolik stizeny problémem starnuti populace farmata
arozdily mezi farmami mladsich a starSich zemédélcti nejsou tak vyrazné jako v zahrani¢i. Hodnoceni celého
problému je vSak castecné zkresleno metodikou vybéru farem, kterou aplikuje Eurostat.
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Abstract

The problem of the ageing population of farmers is often mentioned in European discussion on the future
sustainability of Agriculture and is addressed by several policy measures including those belonging
to the new CAP reform. The goal of this paper is to conceptualise and empirically map the problem
of ageing in the Czech Republic. Using secondary data analysis, the paper outlines the basic trends related
to changes in the age structure of farmers, including the main parameters of the young and older farmers'
holdings. Findings of the study suggest that the Czech Republic belongs among the group of countries which
is not so much affected by the problem of ageing and that the differences between farms run by young
and older farmers are not as large as in other European countries. Evaluation of the problem is partly distorted
by the survey methods used by Eurostat.
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Introduction raises the aforementioned concerns about the social

sustainability of farming, and even concerns
"Who will feed us?" This question is discussed about the future ability of the agricultural sector
in debates on the ageing population of farmers to fulfil its basic societal purpose.

in the Czech Republic and other European countries b bl ¢ aceing has also b d
(Balabanova, 2012; Bika, 2007; DGIP, 2012).  1he problem of ageing has also been accentuate
in the CAP reform, which took into account

the need for a generational renewal on farms
(ENRD, 2014a; ENRD, 2014b). The additional
payment to young farmers (under 40 years of age,
for the period of five years after setting up a new
business) has become one of the most important
measures intended to facilitate the entrance of young
people into Agriculture (European Commission,
2014; European Parliament, 2014).

The average age of farmers is increasing due
to the minimal presence of younger entrepreneurs
in the agricultural sector. Available statistics
show that approximately every second farm
(53.1%) in Europe is managed by a farmer aged
over 55 years, and almost one-third of all farms
(29.6%) has a holder aged over 65 years. In contrast,
young farmers (in the under-35 age category)
manage a relatively smaller proportion of farms
(7.5% of all farms in EU member countries). This The problem of ageing as such is comprised




of several different aspects. The main goal of this
paper is to review what is known about the problem
of the ageing population of farmers in the Czech
Republic. More specifically, it seeks to provide
answers to the following questions:

1. How urgent is the problem of the ageing
population of farmers in the Czech Republic
with respect to recent changes in the age
structure of farm holders?

2. What structural features are retained
by agricultural holdings managed by young
farmers?

3. What are the implications of the problem
of ageing for the Czech agricultural sector?

The above-mentioned questions are investigated
with the use of secondary data analysis. Prior
to a presentation of the empirical results,
a conceptual framework is set out to review
the main findings in the academic literature
and policy documents.

Conceptual framework

The problem of ageing in Agriculture is associated
with two basic phenomena:

(1) increased proportion of older employees
in the labour structure; and/or

(2) increased proportion of older farmers (i.e. sole
holders) in the age structure of agricultural
holders.

The first perspective points out the problem
of ageing within the agricultural labour force,
while the second perspective is associated
with the problem of the ageing population
of farmers as such. The European discourse aimed
at the issue of ageing in Agriculture corresponds
with the second perspective. The increasing
proportion  of  older  farmers, together
with the decreasing proportion of young farmers, is
thus viewed as a key point in the problem of ageing
in Agriculture. Such a viewpoint is also applied
in our analysis.

The key indicators wused for investigating
the problem of ageing come from the Farm Structure
Surveys and Agricultural Census organised
by Eurostat (Eurostat, 2013a; Eurostat, 2013b).
These surveys encapsulate the basic demographic
variables of sole farm holders, including age.
In this way, farmers are classified in the following
age intervals: under 35 years, 35 — 44, 45 — 54,
55 — 64, over 65 years. Representatives of the first
age category are considered as 'young farmers',
and 'older farmers' are thus associated with the last

age category.

However, Zagata and Sutherland (2014) challenged
the assessment of the "young farmer problem"
at the European level. One of the reasons is that EU
member countries have such different agricultural
sectors that an international comparison of age
structure is distorted. At the same time, they argue
that it is not clear what ratio of younger and older
farmers in the population actually implies
the existence of a problem threatening the functions
of the agricultural sector.

According to the findings of these authors,
it is possible to divide European -countries
into two groups. The first is formed by countries
with a relatively high proportion of young farmers
in the population, outnumbering the proportion
of older farmers. This group includes countries
such as Poland and Austria, where 11% of young
farmers (i.e. those under 35) manage cca 15% of all
agricultural holdings, while older farmers (i.e. those
aged 65+) manage less than 10% of agricultural
holdings.

In contrast to this, the second group of countries
has a high proportion of farms run by older farmers,
atthe expense of younger farmers. Examples include
Portugal and Greece, where 5% of young farmers
manage approximately 3% of all holdings, while
older farmers manage a much higher proportion
of farms. In Portugal, this is 47% i.e. almost half
of all farms in the country, while in Greece it is
every third farm (33%). European countries thus
significantly vary in the age structure of their
farmers and the problem of ageing in Agriculture
varies in its urgency.

Public discourse in the Czech Republic includes
only sporadic arguments about the ageing
population of farmers. Arguments used during
this debate draw mostly on the European statistics
and consider the problem of ageing as part
of a pan-European phenomenon (Balabanova,
2008; Balabanova, 2011).

The Czech discussion of the ageing problem
often includes arguments about the ageing
of agricultural employees (Denik, 2014).
What is considered as the key problem
is the lack of agricultural experts, due
to the growing share of employees in the oldest
age group. However, the ageing population
of farmers, i.e. the second approach to the problem,
is overlooked. Specific illustration is provided
by the annual reports (the so-called Green Reports)
published by the Czech Ministry of Agriculture.




The Report for the year 2012 claims that "ageing
in Agriculture is considered a problem in most
European countries." (MZe, 2014: 145). This is
supported by statistics describing the changes in the
age structure of labour forces in Agriculture.

It is possible to hypothesise that this approach is
a historical continuation of the former approach
to Agriculture. Studies investigating the structure
of labour forces in Agriculture were typically
conducted together with stratification studies,
which did not take into account the position
of the main sole holders of farms. Due to the fact
that this approach does not match the framework
of the ongoing European discourse (Calus et al.,
2008; Mann, 2007; Glauben et al., 2009; Gonzéales
et al.,, 2001; Symes, 1990), it is not possible
to evaluate the situation objectively in the Czech
Republic. What is more, to our knowledge, there
is a shortage of academic publications dealing
with the topic of the ageing population of farmers,
with only a few exceptions (e.g. Bohackova,
Hrabankova, 2011). The ‘young farmer’ problem
is in the European discourse very closely related
to issue succession (Burton, 2006; Burton
et al., 2005; Fischer et al., 2014), and new entrants
(Ingram et al. 2011).

Materials and methods

The main source of data is the structural survey
conducted by the EU member states within
Regulation 1166/2008 (Eurostat 2013a). The survey
is based on a sample of farms and is repeated every
3 to 4 years. Once per decade, the survey focuses
on the entire population of farmers in the form
of a census.

The basic unit of analysis is an agricultural
holding, which represents an independent technico-
economic unit, individually managed and focused
on agricultural production. The survey includes
only holdings that have at least 1 ha of UAA
(utilised agricultural area), or smaller holdings
with a market production that goes beyond a set
level. Besides the main variables of production, data
are also collected on the education, gender and age
of farmers. Since this dataset is the generally used
source of information, the Eurostat's methodological
approach forms the basic framework for analysis
and evaluation of the entire problem. One
of the direct consequences is, for instance,
the definition of 'young' and 'older' farmers based
on the age intervals used in their survey. "Young
farmers' are therefore the sole main holders
in the under-35 age category, in spite of the fact

that this definition is not universal and varies
from the definition of 'young farmers' included
in policy measures. For example, Measure 112
of 2007-2013: 'Setting up young farmers' views
young farmers as those who are under 40 years
of age.

This study focuses on the basic trends in this
area as they developed between 2005 and 2010,
i.e. the period after the Czech Republic joined
the EU, and also the time points at which the farm
structure survey was carried out. Analysis
of the time series data is limited due to the low
compatibility of each dataset. This problem
applies mainly to the data for the Czech Republic,
which show a significant decrease in the number
of agricultural holdings. Due to changes
in definitions of the basic statistical unit, the number
of farms in the Czech Republic dropped from 39 400
farms in 2007 to 22 860 farms in 2010. Such a rapid
decline does not reflect a decrease in the numbers
of agricultural businesses, but clearly results
from the changes in survey methods, in particular
from the increased threshold level for agricultural
holdings from 1 ha to 5 ha. The official dataset
provided by Eurostat does not enable transformation
of the datasets from different years to the same
baseline. The aforementioned limitation represents
important contextual information that we took
into account during the analysis and interpretation
of the results.

Results and discussion

a) Evidence about young farmers in the Czech
Republic

In 2005 there were 42 450 farms registered
in the Czech Republic. According to the 2010
survey, the number of holdings decreased by 45.9%
(39 400 farms in 2007 and 22 860 farms in 2010).
This declining trend affected absolute figures
for the age categories of farmers "under 35 years"
and "65+". The relative proportion of young
farmers decreased by 36.4% (from 4200 farms
in 2005 to 2670 farms in 2010) and the category
of older farmers decreased by 58.6% (from 7050
farms in 2005 to 2920 farms in 2010). However,
the relative proportion of these age categories was
not significantly decreased, as shown in Table 1.
Young farmers managed approximately 10%,
while older farmers managed approximately 15%
of all agricultural holdings in the Czech Republic.

It is important to mention that the methodology
used in the survey has changed over the years. This




change affected the number of holdings included
in the survey due to the different threshold level
(for more detailed information, see the explanation
in the section "Materials and Methods"). Overall,
it is difficult to distinguish between the effects
of these changes in methodology and the actual
structural changes in the sector.

Year 2005 2007 2010
Holdings total 42 250 39400 22 860
Less than 35 years 4200 3810 2670
(%) 9.9% 9.7 % 11.7 %
35-44 years 7310 6 850 4730
(%) 17.3 % 17.4 % 20.7 %
45-54 years 12 080 10 730 6 140
(%) 28.6 % 272 % 26.9 %
55-64 years 11610 11210 6410
(%) 27.5% 28.5% 28.0 %
65 years or over 7 050 6 790 2920
(%) 16.7 % 172 % 12.8 %

Source: Eurostat, 2013a

Table 1: Number of agricultural holdings and their relative
shares in the Czech.

The increase in the relative counts of young
farmers (up to 11.7% in 2010) needs to be viewed
with respect to this context, as well as the decrease
in the proportion of older farmers to 12.8%, despite
the fact that these changes may indicate a positive
trend in generational turnover in Agriculture. It is
possible to assume that the changes in methodology
have mostly affected the number of farmers
in the oldest age category. If one examines
the relative proportion of the smallest holdings
in 2007 (i.e. the last survey before the radical
decrease in the overall number of holdings),
one notes that the farms in the size category
below 4.9 ha are mostly owned by older farmers.
About two-thirds of all holdings in this age category
(66.1%) represent the smallest farms. However,
in the case of the young farmers, farms of less
than 5 ha represent only one-third of all holdings
(32.0%). Modification of the survey methodology
sorted out a significant proportion of agricultural
holdings run by older farmers, which consequently
affected the relative representation of the other
age groups — a decrease in the percentage of older
farmers and an increase in the percentage of young
farmers — with no relation to the structural changes
in the sector.

Such a radical decline in numbers of holdings
did not occur in other EU member states, except
Slovakia, where the number of farms decreased
by 46%. In Poland, Latvia, the United Kingdom

and Bulgaria, the number of holdings decreased
by 30 to 40%. The change mostly affected the same
age categories as in the Czech Republic.

In 2005, young farmers managed overall 36 962
holdings (6.9% of all agricultural holdings).
The last farm structure survey in 2010 identified
32 607 farms in the age category of farmers under
35 (7.5%) and 129 701 farms (29.7%) in the age
category of 65+ years. The numbers of holdings
in the marginal age categories were affected
by changes in the survey methodology. It is possible
to prove that both older and younger farmers
probably hold farms in the smallest size category
throughout Europe (Zagata and Sutherland, 2015).

b) Size of young farmers' holdings

According to the surveys conducted between 2005
and 2010, the average size of agricultural holdings
in the Czech Republic almost doubled. The growth
of the mean value (121 ha in 2005 to 221 ha
in 2010) accounts for the fact that the smallest
farms were excluded from the sample. The average
farm size of young farmers reached 91.5 ha, which
means that, between 2007 and 2010, the given
value increased by 160%. In the case of the category
of older farmers, the increase was even more
rapid, reaching 360%. However, a discrete change
by 310% due to the change in survey methodology
only occurred between 2007 and 2010.

For a better understanding of the concentration
processes in Agriculture and their effects
on the selected age categories, it is also useful
to take into account the figures of the overall
land. The value of the UAA indicator (Utilised
Agricultural Area) presented in Table 2 shows
changes in the total volume of land farmed
by selected age categories.

Year 2005 2007 2010
Total UAA (ha 5126190 | 5032220 5065270
Less than 35 years 245 080 243 520 244 400
ha/ % 4.8% 4.8% 4.8%
35-44 years 2001 290 608 140 601 330
ha/ % 39.0% 12.1% 11.9%
45-54 years 1329900 | 2617670 2661 520
ha/ % 25.9% 52.0% 52.5%
55-64 years 1357730 1351040 1272100
ha/ % 26.5% 26.8% 25.1%
65 years or over 192 190 211 860 285930
ha/ % 3.7% 4.2% 5.6%

Source: Eurostat, 2013a

Table 2: Overall farmed land and its distribution among age
categories of farmers.




The figures presented above show that the total
area of land managed by young farmers has not
changed significantly, remaining at the level
of 245 000 hectares. In the opposite age
category — older farmers — the total area
of land farmed by older managers rapidly
declined by more than 93 000 hectares.
At the same time, the number of holdings
for both age categories decreased significantly
(for details, see Table 1).

We can thus argue that the concentration
inthe agricultural sector—indicated by the increasing
size of holdings — probably occurred only among
farms registered in the Eurostat survey. Holdings
excluded from the sample, those belonging
to the smallest size categories, had very little
or no effect on the total farmed land, which
remained at the same level. However, the decrease
in the overall number of holdings resulted
in an increase of the average farm size.

In the years 2005 and 2007, the majority of farms
managed by young and older farmers
were the smallest holdings. Almost one-quarter
of all farms managed by young farm holders
(930) comprised holdings of less than 2 hectares
of land. In 2007, young farmers ran 730 farms
in the size category of up to 2 hectares,

which represented one-fifth of all the young
farmers' holdings. In 2010, the proportion of larger
holdings increased (as shown in Table 3).

In 2010, most older farmers managed holdings
in the size category of 5 — 9.9 ha (i.e. 810 farms)
and in the size category of 10 — 199 ha
(i.e. 610 farms). In contrast to young farmers,
the number of older farmers' holdings grew in each
size category (if we disregard the problematic size
category of less than 5 ha). The number of young
farmers' holdings slightly increased, but only
in the size category of 30 — 99.9 ha. The number
of farms in other size categories slowly decreased
(Table 4).

¢) Economic performance of farms

The importance of young farmers
and the generational turnover in Agriculture are
not related only to social sustainability, but also
to the economic sustainability and competitiveness
of the sector. These points are derived
from the assumed differences in economic
performances of young and older farm managers.
This performance can be measured by means
of standard indicators, such as UAA (Utilised
Agricultural Area), AWU (Annual Work Unit)
and SO (Standard Output). The AWU indicator can

Year 2005 2007 2010 Year 2005 2007 2010
Total 4200 3810 2670 Total 7050 6790 2920
0 ha 130 90 30 0 ha 170 150 30
3.1% 2.4% 1.1% 2.4% 2.2% 1.00%

Less than 2 ha 930 730 170 Less than 2 ha 3390 3130 380
22.1% 19.2% 6.4% 48.1% 46.1% 13.00%

2-49ha 620 490 110 2-49ha 1500 1360 200
14.8% 12.9% 4.1% 21.3% 20.00% 6.8%

5-99ha 490 440 430 5-99ha 800 820 810
11.7% 11.5% 16.1% 11.3% 12.1% 27.7%

10-19.9 ha 540 520 460 10-19.9 ha 570 570 620
12.9% 13.6% 17.2% 8.1% 8.4% 21.2%

20-29.9 ha 280 290 260 20-29.9 ha 210 220 240
6.7% 7.6% 9.7% 3.00% 3.2% 8.2%

30 - 49.9 ha 340 360 370 30 - 49.9 ha 150 180 200
8.1% 9.4% 13.9% 2.1% 2.7% 6.8%

50-99.9 ha 370 430 400 50-99.9 ha 90 140 140
8.8% 11.3% 15.00% 1.3% 2.1% 4.8%

100 ha or over 480 450 440 100 ha or over 180 220 310
11.4% 11.8% 16.5% 2.6% 3.2% 10.6%

Source: Eurostat, 2013a

Table 3: Farm size categories of young farmers
(lesss than 35 years of age).

Source: Eurostat, 2013a

Table 4: Farm size categories of elder farmers
(above 65 years of age).




be used for calculation of the average farm size.
The Annual Work Unit indicates the amount
of work provided by the farm in terms of the number
of full-time employees. Standard Output
of an agricultural product denotes the average
monetary value of the generated products
on the farm per month. The ratio of SO and AWU
shows how efficiently the farm transforms work
in the output of agricultural products. The ratio
of UAA and AWU therefore indicates how many
people the farm employs with respect to the farmed
area of the holding.

Under 35 Above 65 Average
years of age years of age
UAA 90.3 81.0 152.4
AWU 24 33 4.7
SO 81876 101 570 168
513
SO/AWU 34 480 30 862 35672
UAA/AWU 38.0 24.6 32.3

Source: Eurostat, 2013a

Table 5: Mean values of the key indicators related to economic
performance of farms.

Table 5 reviews the values of the key indicators
related to the performance of farms managed
by young farmers and older farmers. The figures
suggest that the young farmers' holdings on average
perform better than the farms of the older farmers.
One may note that the young farmers' holdings
are generally larger than the older farmers'
holdings. However, both age groups remain
below the national average, young farmers
by about 40% and older farmers by 53%. Farms
of both young and older farmers are not unusual
in the quantity of employment provided by
their farms with respect to their sizes. Holdings
of older farmers offer on average 3.3 work units,
while holdings of young farmers offer 2.4 work
units. These figures are again much lower than
the national average. Despite the fact that the farms
of young farmers are larger, the monetary value
of their SO of agricultural products is lower.
The value of the SO is indeed much lower than
the average value in the Czech Republic.
The low wvalue is probably accounted
for by the great differentiation in farm size.
In the agricultural sector in the Czech Republic
there is a greater proportion of large farms than
in the case of the studied age groups, whereas these
large farms probably generate a higher SO due
to the economy of scale.

Farms managed by young farmers are more

efficient than farms managed by older farmers.
The ratio of the generated output per work unit
is only 3% lower than the national average. This
value can be regarded as very high, considering
that it is produced on small and mid-size farms.
This argument supports the last indicator, which
measures work productivity on farms. Holdings
of young farmers indicate 38 ha of UAA per
one work unit, which is about 13.4 ha more than
in the case of older farmers' holdings. Work
productivity of young farmers is indeed above
the national average of the Czech Republic
(32.3 hectares per work unit).

The main argument in the European discussion
of the ageing population of farmers is
the decreasing proportion of farms managed
by young farmers (CEJA 2014). This trend is
evident from the Eurostat data related to the 2005
and 2007 surveys. The 2010 survey portrayed
a slight increase in the relative proportion of young
farmers (from 6.2 to 7.5%). Despite the fact that
the "young farmer problem" 1is constructed
as a pan-European issue, there are large differences
among EU member states. The Czech Republic
belongs to the group of countries which is less
affected by the problem of the ageing population
of farmers. The ratio of holdings managed
by young farmers to those managed by older
farmers is about 1:1 and the proportion of farms
managed by older farmers does not go beyond 13%.
It is important to note that the figures related
to the number of farms and their development
might be distorted by changes in survey methods,
which excluded several thousand holdings that did
not pass the threshold level.

At the same time, it is not clear when the ageing
population of farmers will become a problem.
When exactly the situation becomes threatening
for the social sustainability of the agricultural
sector? The proportion of young and older farmers
needs to be interpreted within the national context
and the roles which these groups of farmers
perform in the national economies. Their roles
are thus based on the specific type of production
of their farms, their size and/or geographic position.
The context-sensitive perspective is not always
included in the European debate on young farmers.

Conclusion

1. It is necessary to distinguish precisely
between the ageing population of farmers
and the ageing population of agricultural
workers. The European debate about ageing




in Agriculture is related to the first perspective
only.

Exact analysis and evaluation of the situation
in the Czech Republic is difficult, due
to the methods used in the survey, which
resulted in excluding a high number of holdings
from the sample.

The relative proportion of farms managed
by young farmers (11.7%) and older farmers
(12.8%) seems favourable in comparison
to other EU member states.

Young farmers in the Czech Republic are not
concentrated on small farms. The average
farm size for the under-35-year-old farmers is

5. Comparison of the economic performance
of farms managed by young farmers and those
managed by older farmers did not show large
differences. Contrary to the European statistics,
which suggest that young farmers' holdings are
more efficient, the young farmers' holdings
in the Czech Republic perform below average.
On the other hand, these farms indicate a higher
work productivity.
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