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Abstract

The likelihood of succession in the family farm is referred to in the literasuae anfluential
variable for several family farm management decisions. In this paper, vatigate this
relationship for a selection of farm management variables, such as ithg dinlarmer’s
retirement, the willingness of farmers to change the current mix of &gj\iheir readiness to
adopt new farm activities, and aim their readiness to intensify production. Therazdedata
analyzed, mostly Likert scales, comes from a mail survey carried out in@@dample of
German, British and Portuguese farmers, amounting to approximately 4500 vatidses
Statistical association between the variables was studied computing theafikilz &ind testing

the null hypothesis of no association between pairs of variables.

The main conclusions were that the likelihood of succession was positively relthedength
of active farmers’ live, to the farmer’s adoption of new activities (onlyiferRortuguese
respondents), and to farmer’s willingness to intensify production. It wadaalad that the
likelihood of succession was negatively related to the intention of leavintafadnale. On the
other hand, no empirical evidence was found of a statistical significandmslap between

likelihood of succession and readiness to change the mix of farm activities.
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Introduction

A large proportion of farms in Europe are run as family businesses and, for timsg far
succession from within the family is traditionally the first choice. Thtoimected to the very
nature of family farming, where the time span for productive or investmeisiatemaking, for
example, is often inter-generational, rather than intra-generationals lcotection, some
authors argue, and give evidence, that for many family farms the main wbjeictarming is
less profit maximisation than assuring farm succession and the economvalsoirthe farm,

and as a livelihood, across generations (Gasson and Errington, 1993).

In contrast, however, some also argue that not all family farm managers I@g&uocessor

amongst their children, as some farmers in more depressed and isolatgtuagirregions

would rather a different and less hard livelihood for their descendents out of thdtagl

sector. Quoting one such author (Fennell 1981), “The literature suggests that ¢theae is

evidence that many farmers do not want any of the family to succeed theoriagdo Gasson

and Errington (1993). This is so “often because they do not want their children to have the same
struggle as themselves on small marginal farms where the standardgfditalling behind that

of the rest of society”. Nevertheless, this last point is less argued itetfagure and, to our

knowledge, there is not much evidence to support it.

Accepting that most farmers would welcome a successor within their famglywould expect
that, for such farmers, the perceived likelihood of having a successor influencebex niim
attitudes and decisions concerning the future of the farm business and the futufarofdne
himself. Some of these influences are also referred to in the literaiaretisies in normative
terms only, but also in positive and evidence-supported terms. Concerning thevattarce is
given, just to give a few examples, that: the more likely is the farmer to Isee@ssor, the
more land is acquired (Hine and Houston 1973; Harrison 1981; Hutson 1987); the more

borrowings to finance on-farm investment is demanded (Marstd@in1989); and the more milk



quota is purchased (Burrell 1989). In the same line, Potter and Lobley (1992) asguakeoba
survey evidence, that the less likely is succession to happen the more wiltiagasmer to take
up extensification schemes. Quoting Gasson and Errington (1993), “without theirdicts]dr

interest and involvement, there may be little to drive an ageing couple into expansion”

In addition, some authors contend that the less likely a successor is, the more sisksather

farmer, because, as he grows older, and has no or unlikely prospect of a sucedssond

incentive to expand or adopt risky productive decisions that might endanger theafinanci

stability and (or) add to the farmer’s workload. Quoting Gasson and Errington (198i3) ling

of reasoning, “the presence or absence of a successor may have more influenceingss bus
objectives and farm performance than the farmer’s age. A farmer withessactas a

‘generational stake’ in that successor which provides a constant incentive fardgtanning

and expansion. A farmer without a successor has none, and in old age may begin to run down the

business and consume capital, if only to reduce workload.”

On the other hand, there is also evidence that such influence of the likelihood of snczessi
farmers’ attitudes and behaviour varies (increases) with farm scale tnith@degree of farm

specialization (Glaubeet al 2002).

Summarizing, the literature suggests, despite a certain lack of evideseskdn extensive
surveys, and comparisons across countries, that the likelihood of a successor ttigaaifigisde
and behaviour of the farm manager, making him (1) more prone to intensify thectavitrea,
(2) more inclined to invest in the farm, and (3) less risk adverse, for example, ithogete

adopt new activities. Furthermore, the degree of such influence incretisésrmiscale.

Research Question

Despite the discussion in the literature on the importance of the existensecakasor on most
European farmers’ behaviour, the amount of evidence on this is relatively scargenerally,

not based on evidence from large surveys comparing farmers across culhdatoaomically
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contrasting countries. But, such a survey was carried out between October 200raadyFe
2002, with the main purpose of studying farmers’ attitudes towards a partidatan proposal
of the European agricultural policy, involving decoupling of direct payments to farmer
(Daubjerg 2005). This survey provided, indirectly and largely unintentionally, an oppypttunit
partly fill this gap as, contained amongst other questions, was a question posettts ¢m the
likelihood of having identified their successor, together with questions on their amgnti
concerning the future of their own farm business. Therefore, this questioningretmade
possible the study of the likelihood of succession, as an explanatory variable, to a@iumber
attitude measurements concerning farm management, as dependent varialdesefdigq)
timing of retirement or of leaving active farming; (2) willingness to gleaior, (3) to innovate
their activities mix; (4) willingness to intensify production; and, (5) intentionot to leave their

farmland idle.

Evidence

The data used for the analysis in this paper comes from a survey of farr@engriany, the
United Kingdom (UK) and Portugal carried out from late 2001 to early 2002. In eachygountr
4500 farmers were sampled. In Germany they were drawn from the offiosibRdrecords
database, in the UK from the Yellow Pages telephone directory and in Portugéhértst of

the Government’s Office of National Statistics.

The response rates were, for Germany, the UK and Portugal, 36.8%, 40.2%, and 33.4%,
respectively. Responses were checked out for bias, comparing the samgpmoéilemts with
the known overall national patterns, and it was concluded that smaller farm busmegse
have been under-represented in the responses from both the UK and Portugal. However,
comparing early to late respondents for non-response bias, very few sibftisitgraficant
differences were foundl'he survey included, amongst others, questions on the likelihood of

succession on attitude towards farm management, the ones that are the main cadhisern of



paper, and which are presented next. First, and subsequently to general questionsran the fa
structure and on the farmer profiles, the following question on the likelihood of having a

successor was set, to be answered using a five-point Likert scale:

(1) “Have you identified a successor?” (1-Definitely, 2-Very Likely, 3-Pbgs4-

Unlikely, and 5-Definitely Not)

Second, questions on farmers’ intentions on the future of their own farms and occupation, the
dependent variables, were asked, under two future scenarios. The first scenariapofiesa
was the hypothetical situation of decoupled direct payments existing. Fastlseénario, the
guestions dealt with in this paper were the ones concerning farmers’ plansfeonttand for

their own professional situation in a future ten year time span. For the seconibseenarizon
without productive restrictions for the direct payments entitlement excephie@p land in

good productive conditions, the questions posed referred to whether they would change their
current mix of farming activities, whether they would adopt new farming aetiyand whether
they would intensify their current level of production. Next, we present the actuéibgses

posed under each of the two scenarios.

Questions on intentions under the first scenario (Agenda 2000 direct payments, the current

situation at the time):
(2) “Do you think you will be farming in ten years time? Yes or no?

(3) (If no to question 2) What will be your likely situation in ten years? (a) Havingde
at the normal age, (b) having taken early retirement, or (c) having taken up other

employment?

(4) (If no to question 2) What will happen to the land you currently farm? (1) Sold, (2)

give up the tenancy, (3) passed to successor, (4) rented out, or (5) abandoned the land?

Finally, for the second scenario posed (direct payment decoupled from land uselowiadol

guestions were also asked:



(5) Would you change your mix of activities?( Yes or no?)
(6) Would you adopt new activities? (Yes or fio?)
(7) Would you leave any of your land idle? (Yes or ho?)

(8) Would you intensify production? (Yes or f0?)

Sample of Respondents

Respondents and their respective farms are next briefly described on age andrealueaél
attained, and also on farmed area and on the farm’s main productive orientation. Concerning
farmers’ age, (Table 1) farmers 50 years old or older predominate, accoontamgund 60% of

the sample in the UK, and 75% of the samples in Germany and Portugal.

* For this question the respondents were actuaklgdito choose out of twelve activity categoriesl(iding a open
category “other, specify”) the ones that they waatlakt from scratch; for the purposes of this papemy
respondent indicating at least one activity as “henas assigned a “yes” to question 6.

® This question was posed as a five-point Likertes@aone - less than half - around half - more thalfi - all); for
the purposes of this paper all the answers excepte” were considered a “Yes” to question 7.

® This question was posed as a five-point Likertes¢greatly decrease - decrease — remain uncharigectase —
greatly increase); for the purposes of this papieh@ answers “increase” or “greatly increase’reveonsidered a
“yes” to question 8.
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Table 1 - Age of Farmer (% of respondents)

Age Germany (n=1201) UK (n=1685) Portugal (n=1283
<50 23.6 40.4 24.9
50 & over 76.4 59.6 75.1

The educational level attained (Table 2) was highest amongst German resp@sieniise 25%
had 20 or more years of full-time education followed by the UK respondents, with around 19%

with this educational level, and with the Portuguese respondents with the lowastexttaof

this educational level, with less than 10% accomplishing 20 years of full-timetieduca

Table 2 — Farmer’s Age at Leaving Full-Time Education (%of respondents)

Educationa

Attainment| Germany (n=1157), UK (n=1674) Portugal (n=1184)
<20 74.8 81.5 90.3
20 + 25.2 18.5 9.7

Looking at the farmed area of respondents (Table 3), the structure of the gargsde

considerably across the three countries, with most of the Portuguese respondéyni83itea
being small holders or tenants of less than 25 ha of farmed area. This grooprgalsant

amongst German respondents, representing slightly more than 50% of the Gepoadests.

On the other hand, for the UK 50% farmed 100 or more ha of land each.




Table 3 - Farmed Area (% of respondents)

Farmed
Area Germany (n=1209) UK (n=1674) Portugal (n=1076
<25 ha 50.7 7.0 87.2
25-50 ha 17.3 14.4 5.8
50-75 ha 10.6 15.4 2.3
75-100 ha 5.7 13.1 0.9
>= 100ha 15.7 50.0 3.8

Finally, concerning respondents’ main type of farming, the profile is simildermany to the

UK, with most farmers mainly oriented to livestock or to mixed livestock and croppavg had
cropping as their main orientation, as only 18% of respondents in the UK and as fewnas 8% i
Germany had this type of farming while, in Portugal, more than half the respondents had

cropping as their main productive orientation.

Table 4 - Type of Farming (percentage of respondents)

Germany (n=1124) UK (n=1643)| Portugal (n=117/6)
Mainly livestock | 51.4 51.9 22.2
Mainly cropping | 8.3 18.0 58.3
Mixed 40.3 30.1 19.5
Findings

Next, we present and discuss findings concerning, first, the farmers’ ovecappen on the
likelihood of having identified a successor, the explanatory variable for thisatdgdyhen, the
association of this variable to the attitudinal variables included in the studyfarréaedo

above. A null hypothesis of ‘no association’ was set and tested by means of’tk&igtic,



suitable for such categorical data, and a probability threshold for rgjélsgmull hypothesis of

‘no association’ was set at 5%.

Comparing all possible pairs of the three countries on answers to the likelihoodesfssmedor
the full Likert scale (upper part of Table 5), and using thé &htistic for testing the null
hypothesis of no differences, the null hypothesis is rejected for all cowmyacisons (at the

1% level). However, the Chstatistic is the highest when comparing Germany to Portugdl (Chi
= 203.5), and the lowest when comparing the UK to Portugaf (EHi2.8). This is also
consistent with the result after amalgamating the original Likatesnto two single categories
(lower part of Table 5), namely, “a successor is, at least, possible” and fyolilaefinitely not

a successor”, where not only the differences are statisticaflifisant for all country
comparisons, but also the Portuguese and UK respondents are closer than aeycolihteies

to Germany concerning respondents likelihood of succession. Just looking at the proportions, i
Germany slightly more than half the respondents said they did not have a suactssor o
successor was unlikely, while in Portugal, this figure was lower (44%) and, irkti§@9%) the

lowest percentage observed.

Table 5 — Farmers’ overall perception on the likelihood of a successor on thewn farm

Likelihood of
Succession: Germany (n=1209)YK (n=1705)| Portugal (n=1373
“Definitely” (1) 16.2% 22.5% 14.7%
“Very likely” (2) 13.3% 13.4% 17.8%
“Possibly” (3) 20.3% 24.9% 23.8%
“Unlikely” (4) 10.3% 20.6% 25.6%
“Definitely not” (5) 39.9% 18.6% 18.0%
100.0% 100.0% 100.0%
A Successor at
least possible 49.8% 60.8% 56.3%
(6=1+2+3)
Unlikely or
Definitely not a 50.2% 39.2% 43.6%

successor (7=4+5




For the influence of the likelihood of succession from the attitudinal variables,aatidgstvith
farmers’ expectations of being an active farmer in ten years Tiatdg 6), the results show that
respondents in Germany and Portugal expecting a successor are less lieefictive in

farming in ten years time than respondents without or with an unlikely successtirese two
countries, the association was statistically significant at the 1%(t@kélfor one degree of
freedom, respectively 30.2 and 27.2). In Germany, the percentage of respondenisavith
successor and expecting to end active farming before ten years was 47% glguivthkent
figure was only 41% for respondents with a successor. In Portugal, the differenesen
higher, with 62% of respondents without successor expecting to end up active farteimg
years, and only 52% expecting to be doing this among the ones with a successor. On the other
hand, the same statistical relationship was not found at all in the UK, where theipnopirt
respondents expecting to end up farming in ten years was 69%, irrespectivekaditieold of

succession.

Table 6 - Farmers stating they would not be in farming in 10 years time (percémge of

respondents)

Likelihood of Succession Germany UK Portugal
Sucessor possible or certain 41.0 69.0 52.1
Unlikely or no successor 46.6 69.3 62.2

n 1190 1679 1350
Ch# 30.24 0.01 27.17
df 1
Sign. 0.00 0.91 0.00

As said earlier, for respondents stating they would not be in farming in tentiyeea, two
further questions were posed. First, what would be their occupation after leaunmgféfable

7). Second, what they would do to their current farmed land (Table 8).
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Concerning future occupation, again, a statistical association to the likeliheodoassion was

found for German and Portuguese respondents, but not in the UK. In Germany and Portugal,

compared to respondents without a successor, respondents with a successor woeddliatire

(at the normal age) and would also be less likely to take up other employment. AlsetrtrenG

respondents with a successor identified would be more likely to anticipatenenit (earlier

than the normal age).

Concerning the destination of their current farmed land (Table 8), not surprigiagly t

differences between farmers with and without succession are very impditanof all, because

passing the land to a successor was simple or a very unlikely option for the sexgnd g

Accordingly the proportion of farmers with a successor passing the farmgodtessor were

69%, 79%, and 76%, in Germany, the UK, and in Portugal, and for farmers without (or with an

unlikely) successor, these figures were only 5%, 3%, and 14%, respectively.

Table 7 - Future occupation of farmers expecting to leave farming in ten yeafpercentage)

Germany UK Portugal
Ways out of farming | syccessorUnlikely | SuccessarUnlikely | Successar Unlikely
(farmer’s occupation) | nossible| orno | possible| orno | possible| orno
or certain| successaror certain| successaror certain| successor
Retirement at the normal age 60.0 37.9 77.3 78.2 57.5 48.0
Early retirement 12.1 9.1 14.7 11.7 5.2 5.9
Taking other employment 27.9 53.0 8.0 10.1 37.3 46.1
n 397 564 648
Ch#* 25.16 2.28 5.94
df 2
Sign. 0.00 0.32 0.05

Naturally, without a successor, the eventual farm land destination would have to be ‘sold’ or

‘rented out’, or, for tenant farmers, simply giving up the tenancy. As eegheait these

categories are increased in their importance for farmers without @ssoccFor the last option,

" Chf statistic associated to a probability of less ¥ for the three countries.
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the decision to abandon the farm land, in the case of owned land, the proportion of farmers
without a successor choosing it was considerable in Portugal, where more thiha half
respondents indicated that, as their option, it was also relatively high in Gerniidiny/1% of
farmers without a successor saying so, and also visible in the UK, with 4% afmteeda
without successor stating the same. Also, compared to farmers with a su¢begsmportion

of farmers without a successor stating they would abandon their farmed land wasésur

higher for Germany and Portugal and seven times higher in the UK.

Finally, association between the likelihood of succession and farmers’ attmuEsning (1)
openness to changes on the mix of activities, (2) openness to the adoption of new faiesactivit
or (3) openness to the intensification of farm production are assessed next. Alse|rithrition

of idling at least some of the farm land as a result of the new decoupled direetnpsys also

assessed.

Table 8 - Disposal of farmland, for farmers expecting to leave farming withi ten years

(percentage)
Germany UK Portugal
Ways out of farming | syccessorUnlikely | SuccessarUnlikely | SuccessarUnlikely
(disposal of land) possible| orno | possible| orno | possible| orno
or certain| successoror certain| successaror certain successor
Selling the farm 1.3 6.8 3.7 40.1 1.9 7.2
Gave up the tenancy 22.6 56.8 3.5 23.4 4.6 19.1
Passing farm to a sucessar 69.2 5.4 79|1 2|6 76.4 14.4
Renting out the farm 4.4 20.3 13.2 30.3 4.2 8.1
Abandoning land 2.5 10.8 0.5 3.6 12.7 51.8
n 381 705 495
Chi2 175.09 427.00 193.35
df 4 4 4
Sign 0.00 0.00 0.00

For the willingness to change the mix of activities, none of the differencgedrefarmers with,

and without, succession (Table 9) were found to be statistically signifitahe (8% level). For
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the Portuguese sample, however, the differences were nearly signiichet@obability for the
Chi® statistic was 7%, with percentages of farmers in this country willing tagettheir mix of
activities of 35% and 30%, respectively for respondents with and without succesdbe F
other two countries, there were also differences between the two groups in tharsation,

but these were very small differences and far from being statigtsigfificant.

Table 9 — Likelihood of succession v. changes to the mix of farm activities

Future Decision Intentions | “Would alter mix of Statistics
under the Decoupling Scenaridarm activities” (%)

SucceserUnIiker

Country possible| or no n df | Chf (sign)
or certain| successaor

Germany 33.8 32.1 1174 0.55

UK 31.0 30.7 1679 | 2 0.91
Portugal 34.5 29.6 1227 0.07

For the adoption of new farm activities, the differences between farmarandtwithout
succession (Table 10) were found to be statistically significant (at thevépdely for the
Portuguese sample, with the percentages of farmers in that country valadgpt new
activities of around 14% and 10%, being respectively for respondents with and without a
successor. No statistically significant differences were found $porelents in the other two

countries for this particular variable.

Table 10 — Likelihood of succession v. adoption of new farm activities

Future Decision Intentions | “Would adopt new Statistics
under the Decoupling Scenaridarm activities” (%)

SucceserUnIiker

Country possible| or no n df | Chf (sign)
or certain successor

Germany 9.3 7.6 1174 0.31

UK 6.2 8.1 1679 2 0.14
Portugal 13.9 10.2 1227 0.05
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For the intensification of farm production, the differences between farmigramd without
succession (Table 11) were found to be statistically significant only fawKhend for the
Portuguese samples, with percentages of farmers willing to intensifygii@uof 23% and 16%
in the UK, and of 24% and 18% in Portugal, respectively for respondents with and without a
successor. No statistically significant differences were found $porelents from Germany,
where the percentage willing to intensify production under the new agriculturgiepoliere

exactly the same, 3.6%, for both groups of respondents.

Table 11 — Likelihood of succession v. farm production intensification

Future Decision Intentions | “Would intensify Statistics
under the Decoupling Scenarjo production” (%)

SucceserUnIiker

Country possible| or no n df | Chf (sign)
or certain| successaor

Germany 3.7 3.7 1083 0.99

UK 22.6 15.5 1608 | 2 0.00
Portugal 23.7 18.2 986 0.04

Finally, concerning the farmers’ intention of idling at least some land unddetoipled
payments scenario, the differences between respondents with and without sn¢dedse 12)
were statistically significant and in the same direction for all counffiest is, respondents
without succession were in all countries more likely to idle at least some faftihéand after

the proposed policy changes.

For the two groups (with and without succession), the percentage of respondediagrie
idle at least some farm land were 38% and 80% for Germany, a very coblisidkff@rence,

17% and 25% for the UK, and 44% and 53% for Portugal.
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Table 12 — Likelihood of succession v. leaving farm land idle

Future Decision Intentions | “Would leave idle at Statistics
under the Decoupling Scenarjteast some land” (%)

SucceserUnIiker

Country possible| or no n df | Chf (sign)
or certain| successor

Germany 38.2 79.7 846 0.00

UK 17.3 24.8 1613 | 2 0.00
Portugal 44 .4 53.4 1030 0.01

Conclusions

Going back to the initial research question on how the likelihood of having a successor might
influence attitudes and behaviour of farmers, the data dealt with in this stedyegidence

favouring this relationship for some of the expected consequences, but not for others.

We would expect that farmers with an identified or likely successor would$bKely to be
retired or out of farming in ten years time. This was the case for respsit¢htn Germany

and Portugal, but not confirmed by the data from the UK. For farmers expectingdddeaing

in ten years time, we would also expect a larger proportion of them takinegrext at the

normal age (not postponing retirement) or to have taken up other employment. Agaiasthis w

confirmed for Germany and Portugal, but there is no evidence confirming this fdKthe

Also we predicted that under lessened agricultural policy restrictionsefamwith a certain or
likely successor, when compared to the ones without a successor, would be nizdeedtmout
changing their mix of farm activities, more prone to adopt new farm acsiatid more willing

to intensify production. Concerning flexibility, data did not confirm the predictiontheor
readiness to adopt new activities, only data for Portugal confirmed thetmmedi€or the
intensification of production, the prediction was confirmed for the UK and Portugal onkypbut

for Germany.
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Finally, we also expected that the absence, or the unlikelihood, of a successor wauid ma
more likely for farmers to abandon or leave some of their farm land idle. Thioiidg s

confirmed by data for all the three countries surveyed.
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