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1.INTRODUCTION

European and other developed economies’ agriclilsgetors experienced dramatic
structural labour adjustments in the post-war gkr®n the one hand, economic growth
and rising agricultural productivity have led tontiouous net labour outflow from
agriculture. On the other hand, specialisationngea in the demand structure and in
the scale of production have led to structuraltshif the demand for the quantity and
skills of agricultural labour.

There are two main approaches in the literaturedbiatribute to explaining changes in
employment: household models and job creation audraction models. The models
based on farm household utility maximisation areéeesively used to explain the
observed patterns of adjustment in agriculture fidah, 1980; Huffman and Lange,
1989; Sumner, 1982). In particular, farm houselmtdiels are employed to explain the
allocation of household labour between leisure-farfin labour and farm labour
(Ahearn et al., 2006; Bojnec and Dries, 2005; Goahdl Saupe, 1989; Mishra and
Goodwin, 1997; Rizov and Swinnen, 2004; Serra.e8D5; Woldehanna et al., 2000).
Farm household models are well suited for explgnaajustments in aggregate/net
employment. However, behind the aggregate and mgioyment figures, important
structural adjustments in agricultural employmergynibe hidden. Evidence from the
empirical literature shows that in most sectordmatlabour behaviour is characterised
by large simultaneous creation and destructiorob$ j(Davis and Haltiwanger, 1992;
Blanchflower and Burgess, 1996; Bilsen and Koniri@98; Mortensen and Pissarides,
1999; Commander and Kollo, 2008). The farm houskmbdels, which in general
assume representative/nomogenous firms and/or hemoog shocks, are unable to
explain the observed simultaneous divergence irlgas. Hence, in the context of our
study, an important shortcoming of the farm houskhmdels is that they are unable to
explain intra-sectoral job flows (job creation god destruction).

Recent developments in the search and matchingytheve put forward theoretical
explanations of the creation and destruction o$ jobthe overall economy as well as at
sectoral level. The main drivers of job reallocatie i.e. labour adjustment — afiem
heterogeneity given by firms' structural differences andidiosyncratic shocks faced by
firms (McCall 1970; Mortensen and Pissarides 1994sarides 2000; Petrongolo and
Pissarides 2001; Klein, Schuh, and Triest 2003).

The present paper adopts the job creation and ¢sfruttion approach to study the
agricultural labour adjustments in the EU over theriod 1990-2005. The main
advantage of this approach — vis-a-vis farm househwdels — is that it is able to
disaggregate the employment patterns and job fliowes more detailed intra-sectoral
labour adjustment dynamics. The job creation abddgstruction approach allows us to
identify the sources of job growth and job lossesolag different types of farms,
agricultural sub-sectors, labour types, and thairiation over time. Moreover, this
approach is able to identify structural changesgncultural employment.

Despite that there are numerous studies that applyob creation and job destruction
methodology to the manufacturing and services sgctostudy analysing job creation
and job destruction in the EU agriculture is dattking. This is particularly surprising,
given the significant farm labour adjustments thete been observed in EU agriculture
in recent decades. As a result, the identificabbthe types of farms that create jobs
and that lay off labour, the role of farm exit afefm specialisation, differences
between family and hired labour adjustments, arer tdynamics are not yet fully
explored and understood.

Relying on the job creation and job destructionrapph we analyse four issues: (i) the
magnitude of job creation, job destruction andredlocation in the EU agriculture; (ii)
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cross-sectoral and farm-type differences in jolkattoe and job destruction; (iii) the
variation of these indices over time; and (iv) eliféfnces in labour type being created
and/or destructed. In addition to the descriptinalysis of these indicators, we apply a
cell-based regression model to identify the maimeds of job creation and destruction
in the EU agriculture. The empirical analysis isdxh on a unique farm level panel
dataset from the Farm Accountancy Data Network (RAD

Empirical findings from the existing literature ¢ob creation and job destruction in
non-agricultural sectors (Davis and Haltiwanger92;9Blanchflower and Burgess,
1996; Bilsen and Konings, 1998; Mortensen and HRoss, 1994; Commander and
Kollo, 2008), suggest a number of hypotheses thattested in our paper. First, job
reallocation is inversely correlated with capitattensity’ This suggests that job
creation/destruction might be relatively low in iagiture, because agricultural
production is relatively capital intensive. Giveifferences in capital intensity between
agricultural sub-sectors, the empirical results sy yield different gross job creation
and destruction rates across agricultural sub-sect®econd, smaller and younger
establishments create and destroy more jobs thgerland older firms. Third, firm
entries and exits play a major role in explainihg taggregate job creation job and
destruction. Fourth, at the individual level, theaim cause of job turnover is
idiosyncratic shocks, i.e. firm-specific shocksiokyncratic shocks are particularly
important in agriculture (e.g. farm household bféses, shocks related to health status
of farm family members, local differences in weathend spread of diseases). This
suggests high job creation/destruction in agricaltulue to idiosyncratic shocks.
Finally, the job creation and destruction rates mndéfer across countries and even
across regions within a country.

The remainder of the paper is organised as folldvirst, we develop a theoretical
framework for analysing job creation and destruciio agriculture. Second, we discuss
some concepts that we use in the empirical estimatsection, such as farm growth,
job creation rate and job destruction rate. Nex, present empirical results on job
destruction and creation in the EU agriculture tikemmore, we develop an econometric
model to identify the determinants of job creataond destruction. Finally, we discuss
our findings and derive conclusions.

2. THEORETICAL FRAMEWORK

According to Klein, Schuh, and Triest (2003), theray be two sources of firm-specific
gross job creation and destruction within a naryesdfined industry. Firms may have
structural differences or firms may have a common structure but fadiesyncratic
shocks. In the context of the EU agriculture, the farmustural differences may arise
due to the technological differences (e.g. laboensws capital intensive production),
production structure (the mix of agricultural adies), labour type (family versus
hired), and variation in the subsidisation across agricultural sub-sectors. The
idiosyncratic shocks include farm specific shoakkjch vary across farms in a given
period, such as regional differences in weathep @nd animal diseases, productivity
changes, farm household life crises, and/or shoellsed to health status of farm family
members. These idiosyncratic shocks are importahe agricultural sector, because
several shocks, such as weather, diseases andhéarsehold life crises, are specific to
agricultural production and hence they may expdse dgricultural sector to larger
employment adjustments than other industries.

! A general finding in the literature is that joh® @reated and destroyed more rapidly for instdance
services than in the manufacturing sector.
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The main effects of the heterogeneity in the fatmcsure and idiosyncratic shocks
between farms can be made explicit in a simple m@dsume that labour demand of
farmi is given by:

(1) D, =D(p,v.r,sT,H,)

where pis a vector of output pricey is the wage rate,r is a vector of other input

prices, s are subsidiesT is farm technology andH are other farm household specific
characteristics which affect the labour demand.

In equation (1) structural differences are deteadiby the mix of output produced and
farm specific technology;T,. An asymmetric change in output prices, input ggic

or/and subsidies (e.g. due to changes in the martetzention policy) would induce a
differentiated employment response between farras.eikample, farms specialised in
products for which the relative output prices ims® will create jobs, while farms
specialised in products for which the relative esicdecrease, will destroy jobs. The
idiosyncratic shocks affect farm labour through $pecific characteristics of the farm

household, H,, and through the farm specific technolodly,, Farms affected, for

example, by animal diseases or bad weather witraggbs, while farms experiencing
good weather and no diseases will create jobs.

To illustrate the GJC and GJD effects in agricdfuve assume two types of farms:
farm 1 (dairy farm) and farm 2 (crop farm) with itheespective labour demand given

by D,, and D,, (upper panel in Figure 1). The horizontal sumnmat D,, and D,,
yields the aggregate labour demarii, The equilibrium employment of farm 1 and
farm 2, the aggregate employment, and the equilibrivage areN,,, N,,, N°, v',
respectively.

Consider an asymmetric change in the agricultugdicy, s, which increases the

support for the crop sector tg§., while it reduces the support for the dairy se¢tor
Sp- This implies that farm 1, which is specialiseddairy, will reduce its labour
demand (fromD,, to D,;), whereas farm 2, which is specialised in cropdpadion,
will increase its labour demand (froB,, to D,,). In equilibrium farm 1 destroys
N,, — N;, jobs, whereas farm 2 creaté§, - N,, jobs. Because the GJC is equal to
GJD (N;,—-N;, =N, —N,,), the equilibrium aggregate labour is not affectet]

remains atN". The lower panel in Figure 1 shows the GJC and GUBes. Even
though, aggregate employment is not affected, thezeimportant (hidden) structural
changes taking place in the agricultural employméabs are destroyed in the dairy

sector while new jobs are created in the crop sedtoth equal toGJD,, where
GJD; =N,;,—N;, =N, - N;, =GJC, .

Next consider a policy sock,, which implies both an increase in the crop subattbn

(S,c >Sc), and an increase in the dairy subsidisatiey, € s,;). Everything else
equal, this implies that the same shift in the talsemand of farm 1 (fronb,, to D,,),

but a stronger increase in the labour demand of #affrom D,, to D,,). Now the GJC
exceeds the GIDN, - N, > N,, —N;,) and the aggregate employment increases to

N, which is given in the upper panel of Figure 1eT®JC curve is above the GJD
curve if the asymmetric policy shock induces anr@ase in the aggregate farm

2 We assume a small agricultural sector in the dvecanomy implying an exogenous wage rate.
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employment, implying that more jobs are created tastroyed (the lower panel of
Figure 1). The GJC curve is below the GJD curvethd policy shock leads to a

reduction in the aggregate agricultural employmént.N~ the GJC and GJD curves
intersect. The type and the magnitude of shocksrohiie the shape and the position of
the GJC and GJD curves. Different types of shocky ohange the shape and/or may
move the GJC and GJD curves up or down.

Figure 1. Job creation and job destruction
Labour market
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3. EMPIRICAL FRAMEWORK
3.1. Concepts and definition$

For each farm, we define employment at tinteas N,,. Total employment ™) at
timet can then be defined as:

N = N
(2) t _ZDE Vvlt it
where F, denotes the set of farms in the sample apds the sample weight of farm
which equals the reciprocal of its sampling probghiSample weights are suppressed
in what follows to simplify the notation but theseaapplied in the actual construction of

the measures.
For each farm we define its sizg,( as the average employment between peitiaosl

t-1. Subsequently, farm growthy() is measured as:
N, - N,
(3) git - it it-1
it
GJC in sub-sectos at yeart is the sum of employment gains in ydaat expanding
farms in that sub-sector and GJD is the sum of eympént losses in shrinking farms. In

the empirical analysis we use job creation andrdetsbn rates by dividing gross
measures by the size of the sub-sector in tfear

ZiDs,gn>O Nit B Nit—l

(4) CR, =
ZiDs Xit

(5) ‘]DRst = zi'35v9n<0| Nit - Nit—1 |
Zil]sxit

3.2. Data

The main source of data we use in the empiricalyaizacomes from the Farm
Accountancy Data Network (FADN), which is compilethd maintained by the
European Commission. The FADN is a European systesample surveys that take
place each year and collect structural and accoaptdata on the farms. In total there is
information about 150 variables on farm structurd gield, output, costs, subsidies and
taxes, income, balance sheet, and financial inolisaThe yearly FADN sample covers
approximately 80,000 agricultural farms in the MeamniStates. They represent a
population of around 5,000,000 farms, covering apipnately 90% of the total utilised
agricultural area and accounting for more than @@%e total agricultural production.
FADN provides a harmonised source of micro-economiéta (the bookkeeping
principles are the same across all EU Member Stated is representative of the
commercial agricultural holdings in the EU. Holdéngre selected to take part in the
survey based on sampling plans established aetle df each region in the EU. FADN
is a panel dataset, which means that farms thairsthe panel in consecutive years can
be traced over time using a unique identifier.

Job creation and destruction in agriculture isys&d over the time period 1990 — 2005.
Successive accession rounds within this time fradamge changed the size and
composition of the EU agricultural sector that epresented in the FADN panel.

% Based on Davis and Haltiwanger (1992)
* The size of the sub-sector is defined as averag@oyment in the sub-sector between yeansdt-1.
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Therefore, we will focus our analysis on membetestahat were already included in
the FADN panel in 1998.

Farm exits and entry are likely to represent anaoirtgmt aspect of job creation and
destruction in EU agriculture. The application afrh weights in the definition of JCR
and JDR allows us to take the exits and entries weldl as on-farm labour adjustments
— into account in the empirical estimatibffarm weights are derived from the Farm
Structure Survey (FSS)Because these census data are only updated ew@oyr three
years® we present average annual job creation and désmu@tes in two- and three-
year intervals.

3.3. Descriptive results

Table 1 presents average annual job creation astludgon rates for the EU-12 over

the period 1990-2005. In line with our expectatiamsl results from aggregate labour
adjustment studies, we find that JDR tends to lgelathan JCR. In other words, there
is net labour outflow from agriculture. Figure yides a graphical representation of
this trend.

A second observation that can be derived from tal{end figure 2) is that our JCR and
JDR estimates are in line with the estimates faaritie literature for other sectors. We
find that on average the JCR and JDR in agriculneel1.0% and 14.2%, respectively.
The variation between years ranges from 8.4% t6%d4for JCR, and from 11.7% to

18.1% for JDR. In a study on several OECD countoe€ontini et al. (1995), the JCR

and JDR varied between 8% and 15% in the 1984-p@82d. Davis and Haltiwanger

(1992) report JCR and JDR between 6% and 16% &t manufacturing sector over
the period 1972 and 1986. Smeets and Warzynsk6j2@port slightly lower estimates

for the Polish economy for the period between 1893 2000: 3% - 10%.

Table 1. Job creation and job destruction rate in griculture, EU-12, 1990-2005

JCR JDR NET
1990-1993 0.087 -0.117 -0.030
1993-1995 0.145 -0.181 -0.036
1995-1997 0.145 -0.138 0.007
1997-2000 0.091 -0.121 -0.031
2000-2003 0.084 -0.166 -0.082
2003-2005 0.146 -0.139 0.007

Source: Own calculations based on FADN data

® We refer to this sub-sample as EU-12, includiniglen, Denmark, Germany, Greece, Spain, France,
Ireland, Italy, Luxemburg, The Netherlands, Portuagal the United Kingdom.

® It should be noted that weights have been adjusiied merging FADN samples in consecutive years.
This was necessary because in eachtysame farms from thiel sample are dropped, while some riew
farms — that were not yet present in thé sample — are included. Since we can only caleula
employment changes in farms that are in the sabgtleatt andt-1, weights have to be adjusted.

" The FSS is carried out by all EU Member Statesryevi® years (the agricultural census) with
intermediate sample surveys being carried out ttinees between the basic surveys (Eurostat 2010).

8 The years when the FSS censuses/ intermediatelesasmpeys were organized are 1990, 1993, 1995,
1997, 2000, 2003, 2005 and 2007.
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Figure 2. Job creation and job destruction rate inagriculture, EU-12, 1990-2005
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Source: Own calculations based on FADN data

In general, one may expect higher JCR and JDR ircidtyire compared to other
sectors due to three reasons: larger (and moredrgyidiosyncratic shocks, seasonal
labour and the relatively small size of establishteen agriculture. First, idiosyncratic
shocks such as weather and diseases are largelijicspe agriculture and may lead to
large fluctuation in production and hence in emplent compared to other sectors.
Second, agriculture, unlike most other sectorseseheavily on seasonal labour. The
employment of seasonal workers is easy to adjusesbften seasonal labour is based
on verbal agreements or contracted on a shortdasis only to cover the labour needs
in the high season. Moreover, family labour whichkes up an important share of
agricultural employment is often flexible to adjutt labour allocation to on-farm
activities. Since the farmer is a residual claiméjhe will have an incentive to flexibly
allocate own labour between on-farm and off-farnplElyment and leisure according to
the needs. In contrast, in other sectors of the@uny, the long-term labour contracts
often predominate.

Third, studies from other industries have oftervadhat smaller establishments create
and destroy more jobs than larger plants (Acqaistt Lehmann 1999; Mortensen and
Pissarides 1999). Given that in terms of employzblir, farms are relatively small
enterprises, the JDR and JCR should be higherrioudigire.

However, the empirical findings from the existinigdature find that the job flows are
inversely correlated with capital intensity andnfirage (Mortensen and Pissarides
1999). The agricultural sector is a capital inteasndustry with asset such as buildings,
machinery, equipment and breeding livestock dormgathe fixed asset structure of
farms particularly in developed economies (Barrg &vobinson. 2001). At the same
time ageing of labour and farmers is a widespretadctsiral problem in the EU
agriculture (Carbone and Subioli 2008). The re#tivhigh comparability of JCR and
JDR levels between our estimates for agriculture thie estimates for non-agriculture
reported in literature may indicate that the cdpitgensity and the agricultural ageing
may offset the effect of the idiosyncratic shocksasonal labour and the small size of
agricultural establishments on the farm labour stdpents.

Tables 2 and 3 show that both family and hired dath@ave similar rates of labour flows
as the aggregate rates shown in table 1. This doaldue to the fact that both are
relatively flexible: for hired labour it may be asult of the seasonal nature of their
employment while for family labour this could beetihesult of higher flexibility of
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leisure, on-farm and off-farm employment decisiadewever, the JCR appears to be
slightly higher for hired labour than for familybaur, while the JDR does not show
consistent difference between the two types of dab®his structural difference may
indicate a substitution of family for hired labowhereby the later type of labour tends
to be preferred to the former one in satisfying fdren job needs. These finding are in
line with the aggregate development of farm lakalocation. According to the FADN
data, the average share of hired labour in totadua increased from around 18% in
1989 to around 26% in 2007 in EU-12.

Table 2. Job creation and job destruction rate famy labour, EU-12, 1990-2005

Family Labour JCR JDR NET
1990-1993 0.088 -0.119 -0.031
1993-1995 0.141 -0.193 -0.052
1995-1997 0.150 -0.139 0.011
1997-2000 0.091 -0.128 -0.037
2000-2003 0.087 -0.173 -0.086
2003-2005 0.146 -0.143 0.003

Source: Own calculations based on FADN data
Table 3. Job creation and job destruction rate hird labour, EU-12, 1990-2005

Paid Labour JCR JDR NET
1990-1993 0.108 -0.132 -0.023
1993-1995 0.211 -0.156 0.055
1995-1997 0.158 -0.173 -0.014
1997-2000 0.116 -0.120 -0.004
2000-2003 0.096 -0.163 -0.067
2003-2005 0.172 -0.151 0.021

Source: Own calculations based on FADN data

Table 4 decomposes the overall job creation anttude®n rates for farms in different
size classes. The results reported in table 5 stuppe hypothesis that small farms
relocate more jobs than big farms. This is conststgth empirical findings from the
literature which find that smaller establishmenteate and destroy more jobs than
larger plants (Acquisti and Lehmann 1999; Mortereset Pissarides, 1999).

Table 4. Average annual job creation and job destrction rate per size class, 1990-
2005

JCR JDR NET
<2 ESU 0.104 -0.191 -0.087
2-<4ESU 0.088 -0.305 -0.217
4-<6ESU 0.173 -0.172 0.001
6-<8ESU 0.174 -0.141 0.032
8-<12ESU 0.144 -0.126 0.018
12 - <16 ESU 0.129 -0.136 -0.007
16 - <40 ESU 0.095 -0.102 -0.007
40 - <100 ESU 0.089 -0.086 0.003
100 - < 250 ESU 0.092 -0.082 0.010
>= 250 ESU 0.074 -0.102 -0.029

Source: Own calculations based on FADN data



There are three factors explaining these resuitsnger idiosyncratic shocks in small
farms, structural changes and labour contractst,Femall farms may face stronger
idiosyncratic shocks. This can be due to the flaat small farms are more exposed to
family crises (big farms are likely to use moreeldirlabour than family labour in
relative terms). Furthermore, small farms have fewpessibilities to diversify
production and economies of scale in (quasi-)fipedduction factors may allow big
farms to reduce uncertainty over production outc®r(eg. through irrigation, pest
control, crop/animal disease prevention, fertiliaee, insurance).

Second, there is a trend of continuously increasamgn sizes in the EU over time
implying more job destruction (less job creation)gmall farms than in big farms.
Finally, many big farms are commercial farms ansubstantial share of labour may
have a long-term employment contract which makegsféms more rigid in terms of
labour adjustment leading to smaller fluctuatiantabour flows.

Table 5 shows that there is a significant fluctuatin job creation and destruction rates
between member states. Generally, the net flowsegative in the EU-12 with only
one exception: Spain. Furthermore, the table stibatsfarm size is an important factor
in explaining differences in job creation and dediion rates between member states.
Member states with a lower average farm size havgler JCR and JDR.

Table 5. Annual job creation and job destruction rde in different member states in
relation to average farm size, EU-12, 1990-2005

JCR JDR NET Farm size*
Portugal 0.131 -0.196 -0.065 8
Greece 0.108 -0.147 -0.039 9
Spain 0.172 -0.144 0.027 16
Italy 0.132 -0.203 -0.071 18
Ireland 0.054 -0.066 -0.012 21
Luxemburg 0.060 -0.086 -0.026 52
France 0.073 -0.090 -0.017 58
Germany 0.080 -0.101 -0.021 59
Belgium 0.047 -0.068 -0.021 72
Denmark 0.056 -0.082 -0.026 72
UK 0.067 -0.110 -0.043 83
The Netherlands 0.058 -0.079 -0.021 111

* average ESU per farm

Source: Own calculations based on FADN data

3.4. Cell-based regression model and results

Following Dunne et al. (1989), Davis (1998) and Baand Haltiwanger (1999) we
have grouped observations on individual farms basethe year of observation in the
FADN sample, country, and categories of farm siz sector. The average annual job
creation and job destruction rate is calculatecaseld on expressions (4) and (5) — for
each cell using the observations on all the faimthe cell. Furthermore, for each cell

® Years include the FSS periods 1990-1993; 1993-19985-1997; 1997-2000; 2000-2003; 2003-2005.
Countries include the 12 EU member states that #panvhole period 1990-2005: Belgium; Denmark;
Germany; Greece; Spain; France; Ireland; Italy; drakurg; the Netherlands; Portugal; UK. Size
categories include sizel (< 6 ESU); size2 (6-12 ESlize3 (12-40 ESU); size4 (>40 ESU). Sectors
include Cereals (cereals, oilseed and protein gropeeld crops; Permanent crops (horticulture;
vineyards; fruit and citrus fruit; olives); Milk; i@zing livestock (cattle rearing and fattening;tleat
dairying, rearing and fattening combined); Sheeap gmats; Pigs and poultry; Mixed farms (variouspsro
and livestock combined).
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we calculated summary statistics that typify tharelteristics of the farms per cell at
the start of the observation period. These celtattaristics include measures of output
(average output per ha); input use (average laberper ha); degree of subsidization
(average subsidies per ha); assets (average pssdis); family labor use (average ratio
of family to total labor); indebtedness (averagmbilities over assets ratio). Next, a
regression model is calculated to examine acrdéspedterns of job creation and
destruction. Furthermore, the cell characteristids be used as structural variables in
the regression model to identify the role of farimamcteristics in explaining job
creation and destruction rates. The model is seecis follows:

E E

12 3 e
Viig = Z cliyear + Z @l country —Z o3y size —Z a4 Fector + Z_S_“-_J-.’;;-;; + Eiir

H

where year, country, size and sector are dummbims that represent each of the time
periods, EU member states, size categories andrsecespectively, while jx
represents a vector that includes the structuraiabi@s related to average farm
characteristics in each cell.

This methodology groups farms into data cells as&bsiall observations within each cell
to consistently estimate parameters of the diginba of realized net job creation and
destruction rates for all farms within the cell. rAgression model is then used to
summarize the across-cell variation in these eséisad he basic assumption is that all
farms within a cell are homogeneous up to a randsturbance with a zero mean and
constant, cell-specific variance. The grouped dathnique that we utilize has a
number of advantages. Distributional assumptiores @aroided. Therefore, a great
degree of nonlinearity is allowed in the mean aadance of the observed values. As a
result, we can avoid the difficulty of separatirgmple selection, heteroskedasticity,
and the nonlinear effects of the explanatory vdemlon the conditional mean of the
latent variable distribution (Dunne et al., 1989).

Table 6 reports the results of the regression m@&itahe interesting conclusions can be
drawn with respect to the determinants of job @oeatand destruction in EU
agriculture. First, the structural — farm-relatedvariables do not contribute to the
explanation of job creation rates. Job creatiomse® be much higher in Spain than in
the other EU member states. Job creation alsoasetein the middle of the 1990s (i.e.
after the McSharry reforms) and again after 200Balfy, job creation is more
pronounced in mixed farms than in specialized eog dairy farms.

On the other hand, structural variables do plagl@ain explaining job destruction rates
in agriculture. More input intensive farms displaigher job destruction rates, while
more indebted farms have lower rates of job destmicFarm size also plays a role,
with smaller farms having higher rates of job dedion than larger farms. This is in
line with general findings in the literature. Jobsttuction rates in EU agriculture are
higher in recent years than in the beginning of1880s. There are distinct differences
between EU member states. Finally, there is léd®nometric support for the link
between job destruction and capital intensity, te éxtent that different agricultural
sub-sectors do not display significant differencg®b destruction.
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Table 6. Cell-regression results

Job Creation Rate

Job Destruction Rate

Coefficient Std. error Coefficient ~ Std. error
Output/ha 0.000 0.000 0.000 0.000
Input/ha 0.003 0.005 -0.014 0.006
Subs/ha 0.000 0.000 0.000 0.000
Asset/ha 0.000 0.000 0.000 0.000
FamL/totL 0.032 0.025 0.036 0.031
Liab./asset 0.006 0.021 0.053 0.026
1993 0.055 0.008 -0.046 0.010
1995 0.042 0.008 -0.026 0.010
1997 0.006 0.008 0.000 0.010
2000 -0.006 0.008 -0.023 0.010
2003 0.053 0.008 -0.040 0.010
Belgium -0.138 0.016 0.012 0.019
Denmark -0.132 0.016 -0.039 0.019
Germany -0.086 0.012 -0.008 0.015
Greece -0.059 0.010 0.041 0.013
France -0.108 0.013 -0.020 0.016
Ireland -0.090 0.011 0.061 0.013
Italy -0.033 0.010 -0.028 0.012
Luxemburg -0.117 0.014 -0.020 0.017
Netherlands -0.101 0.015 -0.037 0.018
Portugal -0.027 0.010 0.016 0.013
United Kingdom -0.091 0.011 -0.001 0.014
<6 ESU -0.012 0.008 -0.121 0.010
6-12 ESU 0.013 0.007 -0.036 0.008
> 40 ESU -0.002 0.007 0.024 0.009
Cereals -0.021 0.009 0.009 0.012
Field crops -0.021 0.009 0.004 0.012
Permanent crops -0.003 0.011 0.023 0.013
Milk -0.038 0.009 0.019 0.011
Grazing livestock -0.014 0.009 0.029 0.011
Sheep & goats -0.024 0.009 0.011 0.012
Pigs & poultry 0.016 0.010 -0.015 0.013
_cons 0.138 0.025 -0.155 0.031

* significant at 0.05
Omitted category: 1990; Spain; 12-40 ESU; mixedfar
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4.CONCLUSIONS

This paper provides the first attempt to apply jble creation and job destruction
approach to agricultural labour adjustments in #BE. This approach allows
disaggregating the overall employment patterns ragtdjob flows into detailed intra-
sectoral labour adjustment dynamics. Despite theretare numerous studies that apply
the job creation and job destruction methodologyh® manufacturing and services
sector, a study analysing job creation and jobrdestn in the EU agriculture is still
lacking. This is surprising, given the significdatm labour adjustments that have been
observed in EU agriculture in recent decades. Assalt, the identification of the types
of farms that create jobs and that lay off labadine role of farm exit and farm
specialisation, differences between family and chitabour adjustments, and their
dynamics are not yet fully explored and understood.

Employing a unique EU-wide firm-level panel dat se find a number of interesting
results. First, job creation and destruction iniadture seems to be similar to the
average job creation and destruction rates fourstudies on the manufacturing sector
and the overall economy implying that structurahretcteristics of agriculture do not
create a different behaviour pattern of farm laballocation. Particularly, our findings
indicate that the higher occurrence of idiosyncraliocks in agriculture; the importance
of seasonal labour; and the relatively small sizagvicultural enterprises may increase
the labour flow rates but capital intensity andhggof farmers may offset these effects.
Both the family and the hired labour flow rates ethive calculate are similar to the aggregate
labour flow rates. Our results also sugdésttthe JCR appears to be consistently higher for
hired labour than for family labouindicating the ongoing substitution of family lalvdor
hired labour.

Furthermore, job creation and destruction ratefeidgtrongly between member states.
This observation can be linked to structural déferes of the farm sector in different
member states. More specifically, we find strongpsut for the hypothesis that
member states that have a smaller average farmhsize much higher job creation and
destruction rates. While this is in line with finds in other studies, there are additional
explanations specific to the situation in agrictdturhese explanations include: stronger
vulnerability of small farms to idiosyncratic shagka continuous trend towards larger
farm sizes over time; and more flexible labour cactls in small farms vis-a-vis large
farms.

These findings show that the disaggregation ofcafitiral labour adjustment patterns,
using the job creation and destruction methodolatpn be a strong tool in the
exploration and quantification of the dynamicshe EU agricultural labour market.

The insights obtained by disaggregating the graspl@yment patterns and net job
flows into detailed intra-sectoral labour adjusttnetynamics are important for
agricultural policies. Based on these results,cagtiral policies can be better targeted
and hence designed more efficiently, as differeslicp instruments are required for
addressing job creation versus job destructiongethployment of family labour versus
hired labour, farm exit/entry versus farm scal®pération, etc.
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