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a sectoral and farm level assessment' (IDEMA), Workpackage 2 led to the development of survey instruments which were presented in a previous deliverable (D4, Progress report). Those instruments were then implemented and data collected within Workpackage 3 'Impact of changes in direct payments on farmers' decision- making'. The results obtained within Workpackage 3 are presented in two deliverables: Deliverable 14 focusing on individual farmers' plans under different policy scenarios and Deliverable 22, which focuses on the impact of decoupling on corporate farms.

This paper presents Deliverable 14. This document provides some insights into how farmers' intentions have been altered by the implementation of the 2003 reform of the Common Agricultural Policy (CAP) and decoupling in five European Union (EU) countries, namely England, Franceo Lithuania, Slovakia and Sweden. The questionnaire and the objective of the survey were presented in detailed in Deliverable 4. For this reason, only a summary of the sections of the questionnaire is presented here, as the focus is on data collection, data analysis and interpretation of results. A copy of the survey questionnaire is included in Annex 1.

The structure of this deliverable is as follows. The first chapter emphasises those changes in the CAP which are examined in the study. The second chapter assesses the expected effect ofthese changes based on a review ofrelevant literature.

Chapter three describes the methodology employed in this study and Chapter four presents the survey samples and some descriptive statistics. Chapter five econometrically asses the determinants of exit and growth in the five countries studied successively. Chapter six comparatively analyses the results across countries' Finally,

Chapter seven concludes and draws policy recommendations. The IDEMA project aims at assessing the impact of the 2003 Mid-Term Review (MTR) reforms on the farming sector in the EU. The 2003 reforms represented a significant shift in EU policy, particularly in its movement to decoupled support.

However, the potential impact of these reforms has been disputed and more detailed analysis has been called for (Breen et a|.2005). Several approaches have been applied

within the project to provide analytical results and policy relevant conclusions. This document focuses on the survey based results. The cross-national comparison of policy reform impacts is of particular interest to policy makers, farmers and the academic community as the implementation of the reforms within the enlarged EU is expected to have important consequences for agriculture that vary significantly between the Member States. Before assessing the potential impact of the reforms, a brief review of the main features of the policy change is presented.

1.1. The switch to "decoupled" payments

In June 2003, a major reform of the cAP was agreed. The 2003 cAP reform package constitutes a major shift in the type of payments received by farmers in the EU, as most direct payments have now become decoupled from production, i.e. they became independent of current production choices. One of the main objectives behind this shift in the form of payments is to make farmers more responsive to market signals by reducing the incentive to produce induced by the coupled payments. In terms of implementation, the reform means providing a support to farmers based on the area they are maintaining without any obligation to produce but under some cross- compliance conditions. This support is labelled the "single Farm Payment" (SFp) in the EU-15 as one payment (on a per hectare basis) is substituted for most of the supports previously received on the farm (i.e. direct payments per production types).

This reform, however, did not bring about any significant changes to the EU border protection and export subsidy system. The implementation of the reform involved some country specific modalities. The implementation of the reform gave Member States a degree of flexibility which has led to significant variations in the nature of the policies adopted across states.

Below the main choices taken, which are relevant to the countries studied and the focus of the survey, are outlined. A detailed description of the policy can be found in different EU documents (Council of the European Union, 2003) or in a more concise form in the Deliverable Dl.l from the EU FP6 GENEDEC project (Swinbank et a/., 2004).

Historic al p ayntents versus re gionalise d fl at rate SFP can be allocated to farmers according to the amount of the subsidies they were receiving before the change in policy (historical basis), or according to the farm's location, defining a level of payment per hectare for each region (regionalised flat rate), or any combination of those two ways of allocating the payments, either static or dynamic. In all cases, land eligible for decoupled payments comprises all area used for agricultural activities other than fruit and vegetable production or permanent crops. Most of the direct payments received under Agenda 2000 are to be distributed in a decoupled way within the SFP, including the dairy premium which had to be incorporated into the payments no later than 2007. However, several countries opted to incorporate it earlier (the UK and Ireland in 2005; France, Spain, Belgium, Italy, Greece and Finland in 2006). It should be noted that the "regions" in the regionalised flat-rate could be defined as administrative entities (like Bundeslânder in Germany, for example), as physical entities (as in England where the payments differ for farms in disadvantaged moorland areas, disadvantaged non- moorland areas and other areas) or based on other criteria (average yields, for example, in Sweden).

Partial decoupling

Additionally, Member States could keep some coupled payments related to production types. Where this option was chosen, the implementation of the reform constitutes only a partial decoupling. Only the Republic of lreland, Luxembourg and the UK chose not to use apartial decoupling. A share of the total amount of payments (SFP and additional coupled payments) is to be set aside every year to create a fund for rural development measures. This mechanism is called modulation and the rate of modulation (i.e. the share ofpayments to be set aside) was set at 3 percent for 2005, 4 percent for 2006

and 5 percent from 2007 to 2012.For the first time 2003 Council Decision introduced a Community Modulation Scheme (CMS), compulsory for all Member States. For the first €5,000 of the payments any losses as a result of the application of the CMS will be fully compensated. The justification for the franchise is to help smaller farms (Council of the European Union, 2003).

Tr ansfer of entitlentents

In countries where SFP is implemented, if after the initial allocation of entitlement land is converted to or is taken out of farming activities this may create an unbalance between the number of entitlements and the number of hectares potentially eligible for payments. Therefore, there is a potential market in entitlements.

Generally, leasing of entitlements is only possible with a transfer of eligible land, while entitlements can be sold with or without land, but an equivalent number of hectares (ha) of eligible land are required to claim the payments. Member States could however decide to impose a tax on the exchange of entitlements without land as this has occurred in France (where this option was chosen as a way to discourage potential speculation)' The proceeds of the tax go into the national reservean envelope for new entrants and future adjustments of the scheme. Transfers of entitlement across countries are forbidden' They could also be forbidden across regions but this depends on the national regulation.

In the New Member States (NMS) in which payments are provided to farmers through the Single Area Payment Scheme (SAPS), payments cannot be transferred as they are attached to land and every plot of land available for agricultural usage should have an entitlement. In the NMS that entered the EU in 2004, more flexibility was offered as they could choose to implement the sFP system described above or they could opt for sAPS, which could initially be implemented until 2008, but in Decembet 2006 the scheme was extended until 2010. All the NMS decided to implement SAPS instead of the SFP with the exception of Malta and Slovenia. Under SAPS, farmers receive a flat'rate regionalised payment per hectare, or Single Area Payment (SAP), irrespective of their production choices. Contrary to SFP, even land on which fruits and vegetables or permanent crops are produced is eligible. Additional coupled payments are also given to farmers. Those payments are labelled top-ups and are supposed to be funded through national sources. However, until 2006 the top-up payments could be co- financed up to 40 percent by their CAP Pillar II rural development funds'

According to the Treaties of Accession, the payments received in the NMS are not at the same level as those in the Old Member States (OMS). In 2004, the payments (excluding the national top-ups) for the NMS amounted to 25 percent of the EU-15 level and would increase with an increment every year to reach 100 percent of the EU-15 level in 2013. In the meantime, the national top-ups are expected to fall to reachzero in2}l3.Despite the payments being only 25 percent of the EU-l5 level in 2004, from the first year, the introduction of the cAP payments constitutes an important increase in the payments received by farmers in some of the NMS' This is the second specificity of those countries: one can argue that such an increase in payments to farmers, whatever their nature, are not divorced from production and generally the implementation of the 2003 CAP reform cannot be disentangled from the global effect of accession to the EU.

From what has been presented so far, one can see that the implementation of the 2003 reform constitutes an important shift in the policy of the EU. However, the options confronted by farmers vary between states. Therefore the next section presents a summary of the choices made by each of our five case-study countries and will be followed by a discussion on the expected outcome of the implementation of the reform. 1.4. Policy implemented in the five countries under study

As said earlier, in this study the focus is on five EU countries. Those include three oMS (i.e. England, France and sweden) and two NMS (i.e. Lithuania and Slovakia) with diverse agri-environmental conditions and public perceptions of the reform, but also variable degrees of experience with a market economy. The five countries selected were not chosen to be representative of the whole EU-25 but to give an idea of what would be the impact of the implementation of the 2003 CAP reform in different situations and to give some insights into the impact of decoupling under contrasting conditions. The particular agricultural and market conditions in each of the five countries are presented in the respective national chapter. This section, however, gives an overview of the diversity of choices made in the five states, which are summarised in Table l-1.

considering, firsto the three EU-15 states in which SFP is implemented, an important difference exists in terms of type of calculation chosen. In England, SFP will be first computed based on historical payments but year after year an increasing share of the total support will be based on aflat+ate regional payment, so that in20l3 the SFP will be based entirely on a flat-rate regional payment. This model is described as a dynamic hybrid as it evolves over time and combines both historical and flat-rate payments. The Swedish model also combines historical and flat-rate regional payments but in a static way (i.e. the share of historical and flat-rate payments does not change over time). In France, a simple model entirely based on historical payments is applied. Moreover, only England is implementing SFP without additional coupled payments. Sweden opted for a very limited partial coupling with only two additional coupled payments. France however is using all the coupled additional payments allowed within the Luxembourg agreement. Because both Lithuania and Slovakia are applying SAPS, the computation of the decoupled payment is based on a flat-rate regional support. Some coupled top-up payments are, however, used. The policies implemented in the five countries studied, together with the policies in the NMS prior to accession are presented in more detail in the respective country sections in Chapter So far, the concept of "decoupling" has been used in its broadest meaning, namely as a process of moving from a coupled form of payments to a less coupled one. In this sense, decoupling is desuibed "ex-qnte" through the type of policy implemented. This is typical of the way in which policy analysts and decision-makers use the concept of decoupling. However, academics normally use a more complex defînition based on the "ex-posl" effect of a policy package. It is normally accepted that there are three types of trade-distorting effects of agricultural policies. They are commonly recognised as "static effects", "effects under uncertainty" and o'dynamic effects" (OECD, 2000). Whenever a policy affects the trade equilibrium and/or the adjustment process to external shock, this policy straightforwardly creates distortions on the market and these effects are called "static effects". They have been extensively studied for coupled or partially decoupled policy packages (see Moschini and Sckokai, 1994, for instance). "Effects under uncertainty" depend directly on farmers' risk aversion of which two forms may be distinguished, namely the o'income or wealth effect", which depends on the relative risk aversion of farmers with respect to their total wealth (Hennessy, 1998), and the "insurance effect", which depends on the perceived level of risk incuned (Young and Westcott, 2000). Finally, the "dynamic effects" describe the change in farmers' behaviour in the long-term. Policies may change the investment and saving decisions of farmers in response to either current policy signals or to expected policies (Rude, 2000), and therefore affect production in the long-run. Market imperfections would also affect the real level of decoupling achieved "ex-post" as the existing constraints in the farming sector due to credit market imperfections would be reduced by decoupled payments (Goodwin and [START_REF] Goodwin | Another Look at decoupling: Additio-nal Evidence on the production Érr..t, of Direct Payments[END_REF]Sadoulet et al., 2001) and the market imperfections in the land market may modi$' the distribution of the payments between farmers and land owners (Douarin et a1.,2006; Ciaian and Swinnen, 2005).

In this context, the implementation of payments defined as decoupled from an and a relative extensification (thanks to the removal of the link between payments and production yields). However, effects due to altered expectations, risk or market imperfections are more difficult to predict. Some studies indicate that farmers may take riskier production decisions on the farm (Hennessy, 1998, Serra e/ a1.,2005b).

Overall, most researchers acknowledge that the impact of decoupled payments are difficult to predict as in theory the different elements of a policy package or different aspects of farmer responses (risk related, expectations related or due to market imperfections) may have contradicting impacts. Researchers tend, therefore, to agree that empirical studies are required to fully assess the impact of decoupled payments [START_REF] Breen | The Effect of Decoupling on the Decision to Produce: An Irish Case Study[END_REF], Serra et al,, 2005a[START_REF] Harsche | Determinants of the Extension of Part-time Farming -Results from a Probit. Paper prepared for presentotion at the xlth congress of the EAAE[END_REF].

2.2.What can be expected by the implementation of the 2003 CAP reform?

Previous experiences with decoupling have been presented elsewhere [START_REF] Baffes | Experience with Decoupling Agricultural Support[END_REF][START_REF] Andersson | Decoupling: The concept and past experiences[END_REF]Swinbank et al., 2004). Studies of recent experiences with full decoupling (such as the New Zealand case) tend to show that farmers were able to adjust to their new market environment and that the consequences for rural areas and communities were not as negative as some anticipated [START_REF] Baffes | Experience with Decoupling Agricultural Support[END_REF]. Other examples, where policy packages including area payments unrelated to production decisions were implemented, reinforce the necessity to consider issues such as risk, expectations or market imperfections for an understanding of farmers' responses to policy changes. However, countries like Mexico or the USA, where decoupled payments were implemented in the late 1990s, implemented policies re-establishing the link between production choices and payments, or market prices and support, as difficult market conditions and a negative public image forced the governments to do so. In the EU, the implementation of the 2003 reform is one more step towards less coupled payments after the MacSharry reform and Agenda 2000. The SFP and uosscompliance introduced by the 2003 CAP reform make it difficult to compare the impact of previous policy changes with the potential impact of this one. Therefore, to assess the potential impact of the reform, one can rely on studies on similar policy changes outside Europe (Implementation of the PROCAMPO reform in Mexico or the 1996 FAIR Act in the USA) or prospective analyses of the 2003 cAP reform.

The existing prospective analyses could be classified into three main groups:

studies that rely on stakeholders and expert knowledge, model simulations and surveys of farmers' intentions. In these studies the impacts on the EU-15 and NMS are often presented separately as the differences in the initial situations and policy implemented are likely to lead to diverging effects. Here a brief overview of some of the prospective studies is included in order to present the existing knowledge about the expected impact of the 2003 CAP reform.

Conceptual analyses

In the early debates surrounding the MTR reform, some conceptual analyses were conducted, based on specialists' expectations and knowledge, to try to capture the potential effects of decoupling on agriculture. These studies focused mostly on the strong potential impact of decoupling on the farming sector from a social point of view due to the large redishibution of income that it entails (Renwick et a1.,2003).

However, this type of research does not allow for a detailed analysis of the impact of decoupling and can be criticised for being limited or biased. A large consultation of stakeholders was carried out by the EU FP6 project GENEDEC [START_REF] Wooldridge | l"lkï:1;-5tttt'P'' Arfini' P" Donati[END_REF]. In summary, this consultation revealed that stakeholders, interviewed by the end of 2004 and early 2005, were expecting the implementation of the 2003 CAP reform in the five states considered (France, Germany, Ireland, Italy and the United Kingdom) to increase the overall competitiveness of the sector and to push farmers to make more market oriented decisions. It was expected that output of all commodities would fall, especially beef and sheep meat production, due to a reduction in both the area kept in production and the intensity of production. Some, albeit limited, marginal land was even expected to be abandoned. The impact on the land market and diversification was expected to be complex, but most agreed that a decrease in the required labour force would occur. An increase in the rate of structural change was also expected. Both conceptual studies and consultations of stakeholders are useful to gauge how the change of policy may impact on the sector and the expectations of key actors. They allow for the general direction of the impact to be investigated but detailed analyses are difficult and they only offer a partial view on the problem as complex impacts or contradicting effects are difficult to distinguish. Alternative means of study for the policy change exist and can, for example, rely on modelling as presented in the next section. Empirical studies based on modelling Several models have been used to forecast the impact of the reform and a summary of results is presented below. It may be noted, first, that classical econometric models appear to be inadequate to investigate the potential impact of the reform that is taking place. In the literature, few examples exist where an econometric estimation of past behaviour was used to try and forecast future behaviour regarding decoupling. This is because such an approach is inherently biased as it assumes that decoupling will have only very limited impacts on farmers' decision-making (Peerlings, 2005). A more commonly followed approach has been to develop general or partial equilibrium models.

Analysis based on general or partial equilibrium models (CGE/PE) point to some similarities in findings. Based on this type of models, it is expected that the change in policy will lead to a decrease in the production of cereals in the EU-15 and an increase in the NMS, a decrease in all livestock in the EU-15 and an increase in the NMS in all livestock but dairy cows (Jensen and Frandsen, 2003). However, some disagreements exist across models particularly concerning the potential effect of the MTR on oilseeds, pasture and voluntary set-aside (Balkhausen et a1.,2005). This is due to the diverging ad-hoc assumptions on the effective level of decoupling of the payments received (Balkhausen et a1.,2005) as it is difficultto predict ex-ante which payments will appear coupled due to farmer's expectations, their risk preferences, market failures, etc. It is sometimes assumed that the payments will not appear fully decoupled and cannot simply be included in the model as lump-sum payments.

However, the level of coupling that will persist is difficult to evaluate. This difficulty has implications for other approaches as well, as CGE/PE models provide price trends which are used as inputs in Linear Programming (LP) models and therefore the validity of the results of CGEAEE models are critical to the accuracy of other models.

Few studies analysing the impact of the MTR reform based on LP models have been published to date. However, they seem to broadly agree on the fact that the reform will lead to changes in the agricultural sector although the results obtained from programming models are often difficult to compare as they are based on different projected prices, study regions, farms typologies and behavioural assumptions. On the one hand, the overall impact in the EU-15 is generally thought to be accelerated structural change and an increase in voluntary set-aside, namely to keep the land in good agricultural and environmental conditions (GAEC) without any production, and a move towards more extensive livestock production methods. For example, a study using a profit maximising multi-period linear programming model for Ireland indicates that l0 percent of the cattle farmers should stop producing and keep their land in GAEC, and similarly that arable farmers should reduce their area under production, while milk producers would be left with the decision to exit or grow (Breen et a1.,2005). Another study focusing on the uK and based on a profit maximising LP shows as well substantial shifts out of crops and a move towards larger and more extensive sheep and cattle farms (Revell and Oglethorpe, 2003).

Relatively consistent changes are also predicted, for different case study regions of the EU-I5, by AgriPoliS, an agent-based model (using linear programming) focusing on structural change. Results from this model indicate a move towards extensification of animal production thanks to changes in production activities including pulling out of farm production while keeping their land in GAEC, but a limited impact of SFp on exit (details about AgriPoliS and the regional simulation results are presented in the IDEMA deliverable 23).In summary, without entering into the subtlety of the models and models' results, it seems that there is a global consensus on predicting for the EU-15 a decrease in COP production with land being permanently set-aside and an extensification of cattle and sheep production.

On the other hand, in the NMS, results from the model AgripoliS (which is to the best of our knowledge the only model based on LP studying the impact of the MTR reform in the NMS) indicate a decreasing level of exits from farming as accession effects (increase in payments) are more important than decoupling and an increase in voluntary set-aside or GAEC.

Overall, it has to be noted that even if the results obtained from Lp models are intuitive and easily interpretable, the changes may however be over-estimated or The last approach that can yield insights into the potential impact of the implementation of the MTR reform is survey based. Asking farmers what they are planning to do may be a good way to obtain a feel for their adjustment patterns without making any a priori assumptions. This is the methodology adopted here. It is described in the next chaPter. The direction and extent to which the change in policy will alter farmers' decisions is central to the debate as to how the structure of European farming will evolve over the short-to medium-term. Several authors have tried to investigate the potential impact of decoupling on a purely theoretical basis but the interest of this approach is somehow limited as the policy change is likely to have complex and diverse impacts.

This may make it difficult to cover all the aspects of the reform and the diversity of the potential impacts. Therefore, it will mean that reaching definite conclusions based on theory only may not be possible and empirical studies seem necessary [START_REF] Harsche | Determinants of the Extension of Part-time Farming -Results from a Probit. Paper prepared for presentotion at the xlth congress of the EAAE[END_REF]. An approach that combines both psychological and structural factors in the understanding of decision-making and asks farmers what they intend to do may be a good way forward, avoiding biasing the results by omitting a priori assumptions on the impact of decoupling. It constitutes an interesting complementary approach to models in the study of decoupling.

Previous intention surveys

Several studies of farmers' intentions have been conducted, particularly in the United Kingdom. For example, a survey was conducted by the University of Newcastle upon Tyne between 1994 and[START_REF] Harvey | Farmers' Intentions Survey[END_REF] including farmers participating in the Farm Business Survey, investigating their short-term intentions and their long-term confidence in farming. The main conclusion of the study was that farmers were very reluctant to change, that is to say that farmers intended to continue their business as before [START_REF] Harvey | Farmers' Intentions Survey[END_REF]. While several other examples can be found in the literature for the UK (Thomson and Tansey, 1982) and elsewhere (Tranter et a1.,2004), little attention 1996 Farm Bill) in order to assess more precisely farmers' off-farm opportunities and their possibilities to adjust to decoupled policies (USDA, 2004). The extensive questionnaire developed by the ERS is however mainly concerned with short-term adjustments, as it records only information about the decision taken within the year of the survey. However, the intentions of farmers are recorded on a yearly basis and can be considered a valuable source of information.

while decoupled policies were only implemented in the EU from 2005 onwards, some studies of farmer's intentions regarding hypothetical decoupled policies exist. Tranter et al. (2004\ tried to evaluate the impact that the introduction of a buy-out bond scheme would have on the farming sector through a survey of intentions. In this scheme farmers would be offered a predefined buy-out payment for a limited period that would put an end to any other type of EU support (Swinbank and Tangermann, 2000). Their results mostly show that the majority of the farmers interviewed in the three states studied (namely Germany, Portugal and UK) would not alter their farm plans if a bond scheme was to be introduced to replace the current policy in place (at the time Agenda 2000). Ten case-studies of farmers' intentions were also conducted in France in 2005 for a sample of farms in mountainous areas (Chatellier and Delattre, 2005). The results indicate that farmers were well aware of the policy reform and its potential impact on the support that they would receive after its implementation. The research also shows that farmers were not planning to change greatly the way in which they were managing their farms as the partial decoupling introduced in France would have a limited impact on the total amount of payments they would receive. Yet, full-decoupling would have led to more important changes and a decrease in production. The limited size of the sample however makes it difficult to extrapolate the overall impact that the reform may have on French agriculture. Breen et at. Q005) investigated farmerso intentions to adjust to the SFP in Ireland with a survey conducted in 2003. Results from this survey were used to compare farmers' intentions with the results obtained from a LP model. The survey found that Irish farmers were reluctant to change, so that intentions contrasted markedly with predictions from the model. l'-F' 3.1.2. Strength and weaknesses of this approach Although surveys of farmerso intentions have been conducted previously, it is not a very common approach. The main reason for this is probably the fear that answers will not be reliable. Responses may be biased in two major ways: first, because answers will strongly depend on the respondent's expectations towards the evolution of the general economic environment and their own situation, and second, because respondents may alter their answers to influence the outcome of the analysis (Thomson and Tansey,1982). The second source of bias may be difficult to identifr and correct but simply informing farmers of the size of the sample interviewed may reduce the temptation to voluntarily bias their answers. The first source of bias is probably more common and the extent to which it is a problem varies with the objective of the research. Indeed, because farmers base their answers on their expectations about the evolution of their environment, survey results give a good insight into farmers' business confidence, which is otherwise very difficult to measure (Thomson and Tansey,1982). The answers also provide a good approximation of how farmers will behave in the short-run as their expectations bias their intentions and decisions in the short-run, before the real evolution of the environment is revealed and stabilised (Harvey, 2000). It is interesting to note that many researchers using intentions' surveys insist on their reliability by indicating that the majority of the farmers actually implemented their intended behaviour [START_REF] Harvey | Farmers' Intentions Survey[END_REF]Thomson and Tansey, 1982;Tranter et al., 2004). In fact, only one paper was identified that criticised intention's surveys for their lack of credibility using the example of farmers, succession plans (Vare et a1.,2005). However, even in that case more than g0 percent of the respondents did do what they say they would do (Vare et a1.,2005).

The problem with intentions' surveys may therefore lie more in the interpretation of the responses. It is recognised that intentions' surveys provide more useful and reliable information for short-run decisions (Harvey, 2000). Therefore, longer-run decisions should be analysed with care, considering that intentions give an idea of the general direction of farmers' future behaviour based on their expectations rather than an accurate picture of the future of the sector. Responses may be based on inaccurate expectations and unforeseeable events can always arise and alter farmers, plans' However, the study of farmers' intentions allows the collection of critical information on their confidence in the sector. Additionally, by providing relatively l t t-reliable information on farmers' future decisions without a priori behavioural or other limiting assumptions that a forecasting model would require, intentions' survey are valuable.

3,1.3. Description of the survey questionnuire

The survey questionnaire was developed based on the notion that asking farmers what they would do under different policy scenarios, such as pre-accession policies or Agenda 2000, and different decoupling scenarios would allow to have a better understanding of what the farmers were expecting from the change in policy' It would in particular allow to compare their intentions holding everything else but the policy reform constant. The questionnaire was divided into three main sections:

Que stions regarding farnxeYs' intentions

As the objective was to investigate the impact of the policy reform, the questionnaire tried to capture the changes in decisions due to the introduction of SFP/SAPS. For this reason, farmers were asked the same questions in three different scenarios, a baseline scenario (policy in place prior to the implementation of the 2003 cAp reform in the EU-15 or prior to accession for the NMS) and two decoupling scenanos.

The two decoupling scenarios correspond to, first, the introduction of the sFP or SAPS according to the specific modalities chosen by each country as presented in Table 1-1, and, second, to a full decoupling scenario based on flat'rate regionalised payments with no additional coupled support (no top-ups in the NMS).

The baseline scenario is a counterfactual, which represents the continuation of the agricultural policy in place in each country before the implementation of the SFP/SAPS, that is to say Agenda 2000 in the EU-15 and the national agricultural policy of each NMS. Responses by farmers as to their intentions under this reference scenario can then be compared to their answers for the two decoupled scenarios, in order to assess whether policy reform induces changes in their intentions' euestions asked under the three scenarios related to the farmers' intentions to exit or stay in the farming sector, and within agriculture to change their farmed area' production mix and on-/ off-farm diversification activities. These decisions are of major importance for understanding the potential impact of the change in policy on the farming sector as a whole. Notably, the decision to exit, even though recognised as a major determinant of dynamism within the sectoro has received limited attention in the literature (Kimhi et a1.,1999).

Regarding the intention to exit or stay within agriculture, farmers were asked whether they planned to leave farming, that is to say, to stop producing and to discontinue keeping their land in GAEC without producing. The three proposed time horizons were within 5 years, between 5 and 10 years, and after l0 years. Farmers

were also asked what they intended to do with their farm and what occupation they would take up after leaving farming. As for the questions relating to the expected changes in area, production and diversification, they were asked for the next five year time period only. The questionnaire also includes a section dealing with farmers' attitudes towards agricultural policies and off-farm employment, based on the socio- psychological framework of the Theory of Planned Behaviour (TPB), developed by Ajzen (Ajzen and Driver, 1992). The TPB assumes that the best predictor of behaviour are behavioural intentions which are based on the individuals' beliefs ("Attitudes"), the social pressures which they face ("subjective Norms"), their willingness to act on the values of others ("Willingness to Comply"), and the control they think they have over the situation with which they are dealing ("Perceived Behavioural Control"). Through the survey, information on farmers' attitudes regarding policy reform, agricultural focus, diversifrcation and multifunctionality were collected along with data on subjective norms, willingness to comply with values and norms of people whose opinion they respect, and perceived behavioural control. Comparatively little previous work has been conducted on farmers' attitudes to policy in a cross-national context. This is despite empirically tested and robust psychological models that highlight the importance of beliefs and attitudes in influencing behaviour (Ajzen, lgSS). In the survey, farmers were asked to state the degree to which they agreed or disagreed with a set of statements, measured on 5 point Likert scales. These scales drew on previous attempts to capture the attitudes of In addition, farmers were asked to state how probable they viewed some future policy outcomes. The degree to which farmers believe a reform of policy to be credible and enduring is likely to influence their decision-making. The options for which they had to state their opinions concemed the continuation of decoupled payments with eco-conditionality, removal of all supports and a return to coupled payments.

Inform at i o n re gar d ing farnt s' and farnt e r s' c har ac t e r i s t ic s To avoid collecting large amounts of data on the economic performance and structural characteristics of farms, IDEMA survey data was matched to Farm Accountancy DataNetwork (FADN) records. Although FADN returns were available for all farms surveyed and provided a good description of farms prior to the change in policy, it was necessary to collect some additional information, particularly demographic, that is usually missing in FADN databases. In particular, information about farmerso age and education, their household composition and the presence of a successor was solicited.

Information about their other gainful activities (including national payments related to production, i.e. payment for organic farmers or conservation) and their past off-farm investments was also collected. The latter information is important when investigating decoupling, as the availability of additional income not related to farm production might encourage farmers to invest more off-farm. Such information is however usually missing in FADN and therefore constrains all modelling activities (usDA, 2003,2004).

3.1,4. Data collection and samPles

Data were collected through face to face interviews, except in Sweden where both a postal and telephone survey were conducted.3 Data collection took place between February and November 2005 in all five countries. Table 3-1 below presents for each country the type of survey conducted and the size of the sample. Matching FADN records were also provided for each farm for selected years. It was not possible to get access to the FADN records for the farms in the sample for the same period in all countries. Therefore the years varied between countries (Table 3-l). FADN records for the farms , raw FADN wsre provided to us by the CERs. For each farm, they provided us with the last year ofdata available, but the year differs with the providing centre and was either 2002,2003 or 2004. 3.2. Modelling of growth and exit

3.2,1, Descriptive Statistics and initial interpretation of the results

In the first instance descriptive statistics are presented. This yields an overall view of the potential impact of the change in policy based on farmers' intentions. Responses are reported in terms of the shares of respondents under each of the policy scenarios for a particular country and allow for an understanding of the change in behaviour induced by the change in policy. Intentions to exit, to alter the size of the farm and the production mix are presented, as well as intentions to invest on-and off-farm in the future. This allows to comment, in particular, on the potential effects of the change in policy on structural change and farming patterns but also on investment behaviour and the relative athactiveness ofother non-farm sectors. 

Farm businesses' survivul

Understanding the determinants of survival or the symmetric issue of exit is critical for capturing the forces of structural change in agriculture (Ehrensaft et al., 1984). As a result, economic studies of such determinants have become an important topic for investigation in the last decade [START_REF] Stiglbauer | Family and Non-Family succession in the upper-Austrian Farm secto r. cahi"), i'È"onontie et sociorogie Rurares, 54, 6-26. swinbank' â;îlo Tangermann, s[END_REF]Kimhi and Bollman, 1999;Kimhi, 2000). Some studies have even focused on the impact of specific policies on the decision to exit [START_REF] Pietola | Timing and type of exit from farming: farmers' early retirement programmes in Finland[END_REF]. In the present study, the determinants of exit/stay under the different policy scenarios are investigated to assess what are the main factors behind the decision to exit from farming and to understand which factors are recurrent and which factors vary with adjustments to policy. This is done through a Probit model with the dependent variable being the decision to stay or exit the farming sector within the next 5 years.

The conceptual model behind the decision to exit or stay in farming is the following. Each farmer, index n, faces a choice among 2 alternatives: o alternative l: remain in farming . or alternative 2: exit (this alternative would include retirement, move towards a full-time non-farm jobs, etc.).

The chosen alternative will therefore be the one that will allow the decision-maker to enjoy the highest level of utility. Let us denote U,j , i =I,2 o the utility that decision- maker n obtains from the two alternatives. The decision model is therefore: Remain in farming (i.e. choose alternative i) if U,i > U,j Vi * i .

The utility U n, canbe rewritten as:

(I n, =V(xn,,sn)+ e , (1) where V(.,.) is a function of x,,, farms'characteristics, and of s,, farmers' characteristics and e ,,, captures the part of the utility of the decision-maker that remains unobserved by the researcher, that is to say the stochastic term in the decision function from the researcher's point of view.

From this, Pn,the probability of the decision-maker n to choose to remain in farming can be expressed as follows:

Pn =Pr(u,r >u,r) =Pt(Vur*tnt)Vn +e,r)

(2) =Pt(e,2 -t,t <V^ -Vrr)

The probability of decision-maker n to choose alternative I is therefore the probability that the difference between the unobserved parts of the utilities is smaller than the difference between the representative utilities. By assuming a specific density function for 6n* =€,.-tn, the parameters in the representative utility can be estimated.

Then, the underlying model is the following:

Sunival)=BZrn+en (3) 1 if en > -pZrn With Suniveln = ' n ot ":,' tJLtn (4) 
" 0 otherwise

The determinants behind the decision to remain in farming can therefore be estimated with a Probit model including a set of characteristics affecting the utility derived from the different alternatives and a set of farmers' characteristics (set of variables Zr). The choice of the variable tested allows a wide range of facets of decision-making to be taken into account in a simple framework. The final choice of variables for each country is presented and explained in the individual country sections.

Farms'growth

Growth is another important component of structural change and investigating the determinants of growth under the different policy scenarios is therefore likely to allow gaining more insights into the consequences of the policy change. Classically, in studies focusing on survival and growth, a Heckman model [START_REF] Heckman | Sample Selection Bias as a Specification Error[END_REF] is applied, where a Probit model on decision to exit is estimated first followed by a second stage OLS on growth (with growth as a continuous variable) for the farms remaining in farming during the period considered. However, the Heckman model requires a continuous measure for farm growth. In the case of our study, the distribution of farmers' plan to grow was strongly biased towards "no change" as many respondents stated they were not planning to alter the size of their farm in the coming 5 years and towards "no downscaling" as very few respondents reported a plan to reduce the size of their farm. Under those circumstances, valid econometrical analyses were only possible using a discretised variable based on farmers' plan to I [, r I i'-grow with two categories: intending to grow or not. Thereforeo the determinants of growth are revealed through a Probit model contrasting farmers intending to grow to the rest of the respondents. Once again, the conceptual framework on which farmers based their decision is assumed to be a utility maximisation framework where each farmer, index n, faces a choice among 2 alternatives: o alternative l: increasing the size of their farm . or alternative 2: not increasing the size of their farm 9including "no change"

and decrease in size).

Similarly to the model of exit, the chosen alternative will be the one that allows the decision-maker to enjoy the highest level of utility and the determinants of growth can be estimated through a Probit model taking the following from:

Growth)=BZrn+en

(3)

I if e, > -flrn With Growth-= -'-r.-zn () " 0 otherwise The explanatory variables are a set ofcharacteristics affecting the utility derived from the different alternatives and a set of farmers' characteristics (set of variables Zr).

Here again a wide range of facets of the decision-making can be taken into account through a simple framework. The final choice of variables for each country is presented and explained in the individual country sections.

One may argue that because only the decision-makers staying in farming can choose to grow, the sample of farmers planning to expand their farms is biased and a correction should be included in the growth analysis to take this into account.

However, since there is no variable likely to affect exit only that could therefore be a priori excluded from the growth equation, the selection procedure is difficult to assess and it was chosen here to study the two decisions independently. This means that the study of growth presented here is conditional on staying in the farming sector.

Investigation of attitudes and expectations

Policy markers have recognised that how farmers adjust to changes in agricultural policy depends partially on their attitudes and mindsets (USDA, 2004). However, while agricultural policy has shifted from a production orientation to more decoupled forms of payment, there is little evidence that farmers' attitudes have also adjusted. f-For example, a recent analysis argues that farmers are not taking decisions consistent with a less production-oriented environment and have distinctive patterns of adjustment to policy reform (walford, 2003). Therefore, it is important to also investigate whether a typology of farmers can be discerned depending on their opinions on policy support and farming objectives, and whether different values or opinions can be linked to diverging behavioural intentions to adjust to the 2003 CAP reform. In this aim, the pooled sample of farmers interviewed in the five countries studied is utilised, and it is investigated whether there are significant differences in farmers' attitudes to agriculture and policy support amongst the EU member states.

An ANOVA based analysis is presented regarding farmers' attitudes towards support and ofÊfarm work, and the relationship with intentions to exit and grow.

The analysis of attitudinal data is divided into two parts (this analysis is presented in details in Gorton et al., 2006). First, descriptive statistics are presented for the whole sample regarding the distribution of the attitudinal responses for the Likert scales. Mean scores for the five countries are presented with significant differences identified using ANOVA F-tests. Second, groups of farmers with similarly held attitudes are identified using cluster analysis. This is to investigate whether differences in farmers' attitudes can be discerned according to predominately national, east-west, size or other criteria.

Cluster analysis is performed in two stages. First, a hierarchical technique is used to identi$ outliers and the number of clusters, and then profile the cluster centres. Then, the observations are clustered by a non-hierarchical method with the cluster centres from the hierarchical results used as the initial seed points. This combined procedure allows one to benefit from the advantages associated with hierarchical and non-hierarchical methods, while at the same time minimising the drawbacks (Punj and Stewart, 1983). The algorithm used in the hierarchical technique is Ward's method based on squared Euclidean distances. To decide how many clusters exist, the criteria suggested by Fiegenbaum and Thomas (1993) are applied, which focus on the simultaneous analysis of the overall fit obtained within each grouping and the improvement that is obtained in this fit with the inclusion of an additional groupo.

a These criteria are: (a) the percentage of intra-group variance explained with the obtained grouping being higher than a minimum percentage which was set at 50 percent and (b) that the percentage

I t ! L i.-
The empirical analysis of the survey data is first applied country by country and then a comparative study is undertaken. The focus is on individual farms. However, in Slovakia, an important share of agricultural land is utilised by corporate farms. Therefore, for Slovakia, the survey results for corporate farms are also presented, although corporate farms are studied in more details in deliverableZ2.The next Chapter presents the sample characteristics, descriptive statistics and the link between attitudes and intentions, on a country by country basis. Chapter 5 focuses on models of exit and growth for individual farms in the studied counhies. Finally, both the determinants of exit and growth and the linkage between attitudes and intentions are further studied in a cross-country setting in Chapter six.

inçrease in the explanation of the intra-group varianceo obtained with the inclusion of an additional group, does not exceed 5 percent. Thus, the number of groups that exist will be determined when the two conditions are satisfied simultaneously. The policy implemented in England is a dynamic hybrid model moving towards flat regional payments. The model applied is referred to as hybrid as farmers will be receiving part of their payments based on their historical claims and part based on a regional flat rate. The model is qualified as dynamic as the share of the total payment received by a farmer based on a regional flat rate will evolve from 0 percent the first year to 100 percent in20l2. For the flat regional rate share, three regions have been defined according to the physical charucteristics of the land: o Moorland Severely Disadvantaged Area (Moorland SDA) o Upland or non-Moorland Severely Disadvantaged Area (non-Moorland SDA) r Lowland. Because the regional envelope is composed of the sum of the payments historically received in the respective region, the introduction of the flat rate payments constitutes a redistribution of support among farmers within a region. Across regions, however, important disparities will remain. By 2012, lowland farmers are expected to receive up to 7 times more than the farmers in the Moorland SDA. England did not opt for any coupled payments. The policy implemented is therefore fully-decoupled in an ex- ante point of view.

4.I.L2. Policy scenarios

Three scenarios were presented to the survey respondents in England. They were asked to state their intentions to adjust to: o The continuation of Agenda 2000, the baseline scenario. r The implementation of SFP with payments based on historical claims only (no flat rate components).

. The implementation of SFP with flat rate regional payments only (no historical components).

Contrary to the questionnaires in the other countries analysed, the SFP as implemented in England has not been considered as a scenario as the dynamic component would have made the interpretation of the differences across scenarios difficult. For this reason, it was preferred to consider two static scenarios, one corresponding to the situation at the beginning of the implementation of the SFP (historical payments only) and one coresponding to the situation at the end of the dynamic process (regional flat rate payments only). This should allow to assess the potential differences in impact of those two options, while getting a feel of what the reaction to the real policy change might be. Importantly, the flat rate is expected to create a wider redistribution of payments among farmers and therefore to induce a stronger response than the one under historical payments.

Description of the sample

A sample of 156 farmers was surveyed in England, but after cleaning the data only 134 records were usable. The farms surveyed do not cover the whole territory of England as the contracts for data collection had to be negotiated at the regional level rather than at the national one. Four of the Farm Business Survey (FBS) centres, normally collecting data for the FADN database, agreed to participate in the data collection: Askham Bryan, Newcastle, Wye and Exeters. This has led to a bias in the geographical representativity of the sample. Information on the precise location of farms was not disclosed due to the confidentiality clause. However, the location of the four participating centres, and the farms they are responsible for, means that a variety of agri-environmental situations wefe covered by the IDEMA sample. The comparison of the distribution of the sample farms in terms of farm specialisation or "type of farming" (TF) and in terms of economic size, measured in economic size unit (ESU) to FADN (2002) indicates that the sample of interviewed farmers gives a good representation of the FADN population. With the exception of farms specialised in permanent crops and fruits and vegetables ("Other groups"), that were not surveyed as the 2003 CAP reform does not concern them directly, all other specialisations have been well represented . In terms of size measured in ESU, the distribution ' Other centres (namely Nottingham, Reading and Cambridge) declined taking part. 40 l-l of surveyed farms mimics quite well the distribution in the full FADN sample (Table 4-2), with a slight over representation of small farms (l ESU) and under representation of large farms (8 ESU). 8-r andTable g-2). on average, the sample farms are rather large (136 ha). By legal types, 54 percent are sole traders and43percent are partnerships; the remaining are farm companies. Despite their large size, on average only 2 annual work units (A!Vu) are used in each farm. Most of the respondents are full-time farmers. operators' reliance on external factors is limited with only 36 percent of the land being rented in (low in comparison to the average in the EU-15 but close to the national average) and about 2l percentoffarm labour is being hired. The i t., i t 4t variations across the sample in the share of rented land and hired labour are however large (large standard deviation). Livestock dominates the revenue from sales' The average revenue from sales is high at 4,740 euros per ha. The share of subsidies in the farm revenue is relatively low (14 percent) in comparison to other EU-15 countries and varies across respondents. sixty six percent of the farms reported that they do not receive any organic or agri-environmental payments; among the remaining 36 percent, such payments represented on average 34 percent of the total level of payments received in 2004 (minimum 2 percent; maximum 100 percent)'

Respondents were relatively old (55 years on average) and well educated (32 percent continued their education after their A-level). The share of respondents with agricultural education is 56 percent. Additionally, farmers' experience on-farm is high (35.2 years in average). Their experience off-farm is much more modest (about 3 years) but with very important variation in the sample. It is also interesting to note that, even if few farmers are not members of a union (only 19 percent), a latge majority of them are defining themselves as "passive" members' Table 4-3: Characteristics of the farms surveyed; descriptive statistics for 1999- 2002 (average) Farm households are relatively small as they normally comprise of two adults and one child only. This may explain why only 25 percent of the respondents have identified their successor despite the high average age of the farmers in the sample'

The major source of household income (three quarters) is from on-farm activities 8-3 in Annex 2). However, large variations exist in the sample as the share of income from on-farm activities has a large standard deviation. More precisely, for 4g percent of the farmers surveyed, on-farm activities represent 90 percent or more of their total household income. This means that a large share of the respondents do rely strongly on their on-farm activities to generate income. However, about 7 percent of the farmers declared that on-farm activities contributed to less than 30 percent of their household income.

A comparison of the farm sample with the EU averageand the survey samples for the other countries studied underlines the specificity of English agriculture. It has a relatively low reliance on support; the farms are large but farmers are quite old with uncertain succession perspectives. The dependency upon farm incomes is relatively high on average, but with sharp contrasts among farmers.

1.3, Stuted intentions

Farmers were asked to provide a detailed description of their plans about the future of their farms under the previously mentioned three policy scenarios. Their answers provide valuable insights into their potential short-term adjustments and their perceptions of the likely impact of the policy change on their business. The answers that relate to some strategic decisions which are of central importance to understand the effects of decoupling are presented below. 4.1.3.1. Exit/Stay Although the average age of the sample is relatively high, most of the respondents intend to exit later than 10 years from now. what is important is that the exit intentions almost do not change depending on the scenario (Table 4-4). This indicates that at least at the early stage of the policy reform, farmers do not intend to adjust by changing their strategic plans. This is consistent with the responses to previous intention surveys (Harvey, 2000), which indicated that farmers intended to continue "business as usual". !'. Farmers were also asked to state what they were intending to do after exiting and what would happen to their farms. Their answers again show no variations across scenarios. Once they have exited the sector, 75 percent of the farmers are planning to enjoy their retirement. The fact that most of the respondents are only planning to exit the sector at their retirement age may explain the stability of their responses across scenarios. Almost half of the respondents intend to pass their farm to a successor when they exit the farming sector. The second most favoured option is to sell farm land or to cease renting in farm land (Annex 2,Table 8-5 andTable 8-6)' ln summary, it seems that, whatever the policy in place, farmers' intentions are quite stable. Most respondents want to exit in ten years time to enjoy their retirement and pass on the farm to a successor, and this holds under the three scenarios studied. The change in policy seems, however, to lead a small number of respondents to exit earlier under sFP historical payments and a slightly larger number under sFP flat-rate regional payments. But the changes are too small to expect an important impact of the decoupled policies on exit' 4.1.3.2. Fatm size Most of the respondents intending to stay in the farming sector beyond the next 5 years intend to keep the same farming area under all scenarios (Table 4-5)' Table 4-5: Intended change in area for those willing to stay in farming' according to scenarios: shares offarmers (7o) Among those willing to change, a higher percentage intends to increase their farming area. Under the full decoupling (flat rate regional payments), the share of farmers willing to decrease their farmed area is slightly larger than under the two other scenarios (7 percent and 3 percent respectively). comparing the scenarios, a slight reduction in the share of respondents willing to increase their area between Scenarios I and 2, on the one hand, and scenario 3, on the other hand, can be observed. A slight augmentation in the share of respondents willing to decrease their area between Scenarios I and2, and Scenario 3 can also be observed. This means that in terms of change in size, plans are affected in a limited way by the change in policy, but changes in plans do appear in the expected direction. However, in absolute terms these changes are very small. Table 4-6 presents the intended changes in the size of the farm, in hectares, and as a percentage of the initial farm's utilised agricultural area (UAA). Comparing scenario I and 2 reveals that the magnitude of the intended change is not affected by the poricy reform. comparing scenarios I and 2 with scenario 3 indicates that, for farmers willing to downsize, the average intended decrease remain the same (in ha), but the average relative size decrease is greater.

This suggests that farmers with smaller farms intend to downsize under scenario 3 compared to the two other scenarios. Very limited changes are observed for the growing farms. It must be noted, however, that it is difficult to draw robust conclusions from those data, since in each case the number of respondents is very small. in I 999-2002) Respondents were also asked to state how they were planning to decrease or increase their farm land area. The preferred option to decrease the farming area is to stop renting in. This is quite intuitive as land owned may have a higher intrinsic value for the farmers than rented in land. similarly, the preferred option to increase the farming area is to purchase land. There are no major differences across scenarios (see Annex 2 Table 8-6).

To summarise, the impact of the implementation of a decoupled policy have limited impact on farmers plan to alter the size of their farm' Farmers' plans however indicate that the flat-rate regional payments would induce still small but more important adj ustments. 4.1.3.3. Production activities so far, it has appeared that the different policy scenarios would not affect exit and growth in a major way. Farmers' adjustment to the policy change could then appear in their output mix choices. Tables are presented in Annex 2 to Table 8-9)' summarising farmers' plans to allocate resources to specific production activities and increase or decrease the area of land kept free from production activities (GAEC or set-aside) under the three scenarios studied. Only two respondents intend to withdraw land from production to keep it in GAEC or increase the set-aside area under both Scenarios 2 and3.Concerning the output mix, the preferred option for the majority of respondents under all scenarios is "no change"' However, there are some changes across scenarios. The most noticeable change concerned rearing and fattening cattle.

For this activity, the share of respondents not willing to change their production decreases by 13 percent and 17 percent under scenario 2 and3 respectively compared to scenario 1, while the share of farmers willing to decrease this production activity increases by 14 percent and 16 percent. This move away from rearing and fattening cattle is consistent with the change in incentives created by the shift in policy. More subtle changes are observed for other production activities, and the overall direction of the changes is less clear. The share of farmers willing to quit or decrease their coP production increases under scenario 2 and 3, as does the share of farmers willing to increase this activity. similarly, for dairy production the share of farmers willing to increase and willing to quit is greater under the two decoupled scenarios compared to the baseline one. concerning sheep and goat production, the share of farmers willing l to increase this production is greater by 2 percent under the two decoupled scenarios.

However, the share of farmers willing to decrease this production is also greater, while the share of farmers willing to quit decreases. Finally, concerning forage and pasture, small variations across scenarios can be observed. The share of farmers willing to increase their forage and pasfure area increases by I percent under scenario 2 compared to scenario 1, and the share of farmers willing to quit decreases by 1 percent, leading to a likely small overall increase in this production. Under scenario 3, however, this is not confirmed with the share of farmers willing to decrease their forage and pasture area increasing by 2 percent.

When considering the magnitude of the change as well as the direction, it is difficult to draw any conclusions due to the low numbers of respondents (see Annex 2). However what can be said is that, changes exist across scenarios and seem to indicate that the policy will have an impact on the output mix of farmers. Under decoupled policies, the expected move towards less COP production does not appear clearly, but a move towards slightly less intensive production of livestock (signif,rcantly less head of rearing and fattening cattle in particular with about the same area under forage and pasfure) seems to be confirmed. Finally, the survey also considered other possible adjustments by focusing on the possibility of investment outside agriculture through investment on-and ofÊfarm in non-agricultural activities. It has akeady been said that most of the household income of the respondents was stemming from farming. However, as a proxy of farmers' level ofdiversification off-farm prior the policy change, past off-farm asset values, as reported by the respondents, were recorded. 4-7: Importance of off-farm assets before the policy change (%) Note: The average share is calculated for the whole sample (140 respondents ), including those with 0% Table 4-7 shows that although the majority of respondents reported they did not have off-farm assets, the share of such respondents has decreased between 1999 and 2003. This is why the average share of off-farm assets in the total asset value, in the total revenue and in the total profit has increased over the period for the whole sample. Therefore a slight trend towards increased investment into off-farm assets has existed prior to the policy change.

Table 4-8: Intended change in non-agricultural investments (on-and off-farm)o according to scenariosl shares of farmers (%o) As shown in Table 4-8, the trend seems to continue within the next 5 years, as investment in non-agricultural activities, both on-and off-farm, tend to increase under all scenarios. Indeed, no respondent intends to stop investing in non-agricultural activities. And, although most of the respondents do not want to change, about one quarter would like to start or increase their investments. The trend towards more investment in non-agricultural activities also seems to be strengthened as the degree of decoupling of the policy in place increases. The share of farmers willing to start or increase their investment in non-agricultural activities is slightly increasing from Scenario 1 to Scenario 3. This is fully consistent with the idea that decoupled As shown in Annex 2 (Tabre g-r0), agro-tourism, business and letting for industrial or development purposes are the favoured investments, both on-and ofÊ farm' under all scenarios. More respondents are willing to start or increase activities that are on-farm rather than ofÊfarm, but the value of intended investment is much larger off-farm than on-farm. This may show that there is a potential for diversification of activities on-farm with a low level of investment required.

In summary the implementation of a decoupled policy seems unlikely to affect the structural change in England in an important way but some minor adjustments may occur due to a small number of earlier exits and slight changes in intentions to grow or downsize. However, more important adjustments are likely to affect output-mix choices and diversification plans, in a way which is consistent with expected response to decoupled policy. 4. 1. 4. Goals, Attit ades, credibility : more op erators' charucteristics Additional pieces of information were available from the survey. Indications of farmers' goals, attitudes towards subsidies and ofÊfarm work, and credibility of the reform were collected to shed light on their decisions. Indeed, as the survey deals with intentions to react, expressed before the policy change was actually implemen ted, a socio-psychological frame of understanding can be an interesting tool to further comprehend farmers, intentions. 4'l'4'l' Goals, Attitudes, Credibility: descriptive statistics and exploratory analysis

Respondents were asked to rank five goals according to how important they were for them when managing the farm. The most important for English farmers is to provide for the needs for their household. This objective comes before maximising their profit and avoiding excessive debt. Investing is the least prefened goal, in particular investing off-farm. Provide for needs of the household t.7

Table 4-9: Average ranking of the goals by the respondents From I to 5 with 1 for the most and 5 for the least Respondents were also asked to indicate their level of agreement with some statements relating to agricultural policy and ofÊfarm employment' The statements and the ayerage score recorded are shown in Table 4-10. Regarding their values, the respondents consider farming as an activity that aims at producing goods to be marketed and that should be full-time. They are willing to produce landscape goods (2.1.4),but they would rather be paid for it (2.1.9). They do not feel too much pressure to keep their business running and do not feel restricted by the cAP regulations (2.1.12,2.1.13).Non-pecuniary benefits from farming seem to be highly valued (2.1.6.).Regarding their family and friends, respondents are unsufe about their opinions on their activity (many statements scored around 3) but nevertheless consider their opinion when taking decisions' Finally some indications of how credible the policy change is were collected by asking farmers how probable they thought different future policy options were. As shown on Table 4-ll, respondents are not sure whether payments will remain or not (6.1.2), but if they do, they would most probably be in a decoupled form. This indicates that in the surveyed sample decoupled policies are seen as credible. There is therefore no reason to believe that farmers would be acting strategically and respond to the change in policy weakly due to a belief that coupled policy may come back in a near future. production.

6.1.3. Payments will be recoupled to agricultural 2.0 what so ever.

6.1".2. Farmers will receive no support payments 3.0 4.6 6.1.1. Payments decoupled from production but conditional on other service provision will be maintained. To investigate whether farmers' adjustment to the reform could be, at least partially, explained by some variables such as goals, attitudes or credibility of the policy, it was expected to employ ANOVA. Howevero because in England so few farmers change their plan across scenarios, it was not possible to carry out meaningful quantitative analyses on the potential link between change in decisions to exit or grow and goals, attitudes and credibility of the reform. However, looking at the responses, farmers' goals and attitudes seem to be consistent with their current situation as most farmers in the survey are full-time with limited experience working off the farm. Additionally, they do not feel their decisions are constrained by the CAP, which may explain why their intentions are not changing across scenarios.

Conclusions

According to farmers' intentions, the introduction of decoupled payments will affect very little the structural change in England. Few farmers plan to modiff their exit or growth decisions under SFP compare to Agenda 2000. However, the greatest part of farmers' adjustment plan, i.e. the most important difference across scenarios, seem to concsrn production choices (even though the majority of the respondents are not planning to change their output mix across scenarios, it is still the area where most of the changes happen) and the decision to invest in diversification. Therefore, adjustment to the 2003 CAP reform in England is more likely to be subtle and to concern mainly production activities choices and diversification. 4.2. France 4.2.1, Bachground 4.2.1.1. Description of the policy implemented in France

The policy implemented in France is a static historical model with partial decoupling.

It is a historical model because the payments received under SFP are computed based on the level of payments received by the farmer during the reference period (2000- 2002).It is a static model because the computation method will not change across the years, and it is ex-ante partial decoupling since some payments remained partially coupled after the change in policy. o The continuation of Agenda 2000, the baseline scenario' o The implementation of partially decoupled SFP where some coupled payments remain (as described above) r Hypothetical full decoupling, i.e. the implementation of SFP based on a flat- rate regional payments and no coupled part. 4.2.2. DescriPtion of the sumPle 298 farms were surveyed in France. Only 281 are in the final sample, due to mismatch between the FADN database and the farms surveyed. Contrary to the other countries studied, only one year of FADN data is used for each farm in this sample Q002,2003 or 2004 depending on which was the most recent year available). Additionally, because only raw data rather than the final FADN database were provided to us, the information available for each farm differs from what we were able to use for the other countries studied.

The sample of French farmers surveyed does not cover the whole territory as data collection had to be negotiated through regional data-collecting centres (i.e' through the CER, "Centre d'Economie Rurale")' This leads to some bias in the geographical dispersion of farms. Only some "départements" in the west and south- west of the country are represented in the sample, implying an absence of farms in mountainous areas. Regarding the legal status, the sample is biased towards partnerships. The 2003 Census reports 66 percent of sole traders and 28 percent of partnerships in the population (Agreste, 2003). However, in the sample the respective percentages are 39 percent and 55 percent. Assessing the representativity of the sample in terms of type of farming and ESU is not possible as such data are not available for the French sample. However, compared to the national average UAA of 47 bain 2003, the farms in the sample are large (97.8 ha) (Table 4'13)' This may be partially due to the bias against mountainous areas, and to the bias towards partnerships, whose average UAA in the French population is 101 ha. Farms in the sample use more rented land than the whole population in 2003 (74 petcent), but this is also probably due to the high presence of partnerships, which rely more on external land than individual farms. on average 2 Awu are required on each farm, the reliance on hired labour is small (less than 10 percent of the AWU are hired labour). Data on sales were not available for most of the farms in the sample. This implies that most of the figures presented for the French sample based on farm output are not comparable with the values presented for other countries, where sales were used instead. 2003, or 2004 (depending on the farms)

Negative outputs are due to stock variations.

Farmers in the sample are quite young (43 years old on average), but only 42 percent of them went to college (see Annex 3, Table 891011121314151617181920). An impressive 90 percent of the sample has an agriculture oriented education. As they are young, their on-farm work experience is somewhat limited (18 years), as is their off-farm work experience (2 years)' Only 27 percent of them are in a farmers' union. The typical household is composed of 2 adults and a young. The majority of the farmers in the sample think it is too early for them to say whether they will have a successor or not. Considering the composition of the household' income, farmers, households rely strongly on investment (about 50 percent of income on average) and only about 13.5 percent of their income stem from agriculture. However, the very high values for the standard deviation show that the situations are extremely diverse in our sample. Indeed, only 12 percent of the farmers in the sample have positive returns from their investments and the average value of household income stemming from investments is very significantly driven up by the few very successful of them. On the farm income side, a limited number of farmers actually make losses from their farming activity (which may be due to the set-up cost of farming in a group of relatively young fatmers), bringing the average down.

Unsurprisingly there are very few farmers who think that their work load or the one of other people on the farm is not large enough (Table 4'14)' Table 4-14: Evaluation of the workload on the farm before the implementation of SFP; share of farmers (%o) 

4. 2. 3. Stated intentions 4.2.3.1. Exit/Stay
As the average age of the farmers in the sample is pretty low (43 years old), the majority plans to exit late, i.e. in more than 10 years time (Table 4-15)' It seems that there are only limited variations in the exit timing of farmers across scenarios (: France). There are virtually no changes between Scenarios I and Scenario 2 and really limited changes comparing those two scenarios with Scenario 3. The fact that exit planning remains unchanged between Scenario 1 and Scenario 2 was expected as France is implementing sFP based on historical payments and some coupled payments remained. However, considering the opposition that existed in France against decoupling, it is more surprising to see that even under Scenario 3 really few farmers change their exit plans (around 3 percent of the sample only)' This may be explained by the fact that respondents are quite young and therefore not willing to consider exiting as an adjustment strategy just yet' Most operators are planning to retire when leaving the farm. That is the plan of about 75 percent of the sample under the three scenarios. Therefore, this seems to confirm the idea that the lack of change in exit plan may be due to the fact that young farmers do not really consider exiting as an adjustment strategy. Passing on the farm to a successor is the favoured option. However, around 40 percent of the farmers in the sample do not know what will happen to their farm when they leave, which is not surprising considering that most of the surveyed farmers are planning to exit farming relatively late, in more than l0 years.

Farm size

Farmers' adjustment to the new policy could then translate into change in plan regarding the size of their farm. As already mentioned, the population in the sample is quite young and most of them plan to exit late. In addition the share of undecided farmers in terms of their exit plan is quite high as well. Among those planning to stay at least five years, a large proportion would like to increase the size of their farm under all three scenarios (Table 45678910111213141516). This shows that, whatever the policy in place, a frustration exists as most farmers would like to increase the size of their farm, and have not had to opportunity to do soo so far. This can be explained by the existence of the SAFER, an state-body which regulates the exchange of agricultural land and which gives priority to small farms or young farmers and may therefore penalise other farmers in their plan to grow. 4-17 makes the frustration of farmers willing to grow more obvious, as about 30 percent the farmers in the sample want to grow. They want to increase the size of their farm on average by 30 percent. Table 8-26 in Annex 3 emphasises the existence of a frustrated demand for land as none of the respondents want to decrease their agricultural area if it is not to convert it into other usage or pass it to a successor, but a large proportion wants to buy or rent in substantial quantity of land.

Table 4-17: Intended area change for those wilting to stay, according to scenariosl average changes " Stated change in ha, and stated change as a percentage of the average past UAA (:stated change in ha * 100 / UAA in ha).

.3. Production activities

Other adjustment strategy includes altering the output mix on the farm' Decoupled policies offer more freedom to farmers as payments are not tied to production, therefore farmers can invest in more profitable activities rather than supported activities. They can also stop producing and keep their land in GAEC. However, the GAEC option is not very popular in France and very few farmers are considering changing their set-aside or GAEC area under the different scenarios (Table 8-27 in Annex 3). On the production side, as expected, some farmers are choosing to produce less of the crops previously heavily supported (COP for example) under Scenario 1 58 ( and 3 than they would have under Agenda 2000. However, the expected movement towards less intensive livestock production is not clearly confirmed. Indeed, the majority of farmers do not want to change their pasture and forag e area,and for those planning to change thefu arca, a move towards increasing forage and pasture is observed but with no clear differences across scenarios. The number of farmers willing to increase their stocking density decrease from scenario I to scenario 3, but this tendency is not confirmed by their intentions to change the number of heads of cattle (dairy or other), and other grazinglivestock they keep, as no differences appear across scenarios. This was to be expected under scenario 2 due to the historical computation of the payments and the existence of additional coupled payments, but is more surprising under the fully decoupled scenario. The only clear indication that farmers may be going towards less intensive livestock production is in their intentions towards the change in ratio grass/maize in their pasture, with a move towards more grass and less maize from scenario I to 3. This move is stronger under the fully decoupled scenario.

As a summary, fatmers in France are not likely to adjust their production mix significantly under SFP as implemented in the country. Under a truly decoupled scenario, their adjustment would have been a little bit more consistent with what was expected from the reform, but changes in output mix would still have been limited, which is somewhat surprising considering how much French farmers were opposing a fully decoupled policy.

Labour

A specificity of the French survey is that some questions on labour allocation were added to assess whether farmers' adjustment plan to decoupling would involved some changes on this issue. While in all scenarios most of the respondents believe that the needs for labour on the farm will not change, some respondents think that fully decoupled payments will lead to less labour needed (17 percent in Scenario I compared to 23 percent under Scenario 3), as shown in Table 4-18. The same trend is observed for on-farm labour time from the farmers themselves and from their farm partners. The trend is not confirmed for on-farm hired labouro however. This suggests that, under a fully decoupled scenario, farmers intend to transfer the workload to hired workforce or to use less labour intensive methods of production, in order to have i t, more time themselves for off-farm activities and for leisure. This is confirmed by the increasing number of respondents from Scenario 1 to Scenario 3 believing that their time for ofÊfarm activities and leisure will increase. The implementation of SFP based on historical payments with some coupled payments has however a very different impact on labour needs, as farmers believe they will have to work more on farm and as well as their Partners' Table 4-18: Opinions on the evolution of workload, according to scenariosl shares of farmers (7o) on average the share of on-farm labour devoted to cross-compliance requirements is stable across scenarios, at about 4 percent . This means that farmers in the sample are not really wonied by the cross-compliance Scenario I r I requirements under SFP and do not believe that this will increase their workload. This does not go against what was expected by decision-makers prior the change in policy, for two reasons. Firstly, farmers had previously to comply already to some cross- compliance requirements, although less strict. Secondly, land under GAEC would require more time allocated for cross-compliance, but French farmers do not intend to keep their land in GAEC, and are mostly planning to use it for production. This interest is confirmed Table 4-21, as about 20 percent of the interviewed farmers are considering investing in non-agricultural activities, both on'and off-farm in the future. However, the policy change is not likely to impact on farmers' intentions to invest outside agriculture in the future, as this percentage remains relatively stable across scenarios.

Table 4-21: Intended change in non-agricultural investments (on-and off-farm), according to scenariosl share of farmers (%o) According to Table 4-22 andTable 4-23, farmers in the sample are also considering a number of other ways of changing their farming methods in the future.

However, there are no major changes between scenarios. The fact that farmers are investing in order to adjust their farming methods demonstrate their dynamism and their flexibility. Even if there is no change across scenarios, it still may indicates that if a policy change was to alter significantly the environment in which they are farming, they would be ready to make the necessary adjustments, having considered a number of possible options. As for Table 4-24, it indicates that fewer farmers are woruied about their income under the fully decoupled scenario, as the share of those willing to take measures to protect their crop or revenue decreases in Scenario 3 compared with Scenario 2. This may be due to the fact that decoupled payments act as an income guarantee. Finally, France is a special case as the policy implemented with the 2003 CAP reform is fully based on historical payments, which means that each farmer will be receiving a different amount of payments per hectare according to what they were producing during the reference period, and a amount of payments comparable to what they were getting prior to the policy change. However, the payments will be given to farmers according to their entitlements and if they have the number of hectares required. The reform is therefore creating entitlements to payments, whose value will differ across farms and that can be traded with or without the land. However, trading entitlements without land will be taxed at 50 percent to avoid speculation. Table 4-25 shows that more than half of the sample (52 percent) has less entitlements than their current area; in other words, the number of rights to payments they have is smaller than the number of hectares that they were utilising at the time of the survey. This suggests that these farms have increased size between the reference time for SFP calculation (2000-2002) and the survey time (2005). However, Table 4-26 shows that very few farmers (4 percent) intend to sell land without entitlements and very few farmers intend to purchase (4 percent) or sell (1 percent) entitlement without land, probably due to the tax in place. As a conclusion, it seems that the development of a market for entitlements is unlikely, at least from this survey of intentions. all their current area endowed with SFP (1) less SFP than their current area Q) more SFP than their current area (3) Missing ans\ryers To complement the previous analyses and present farmers' intentions under another light, we will now consider the impacts of other factors such as farmers' goals, attitudes and expectations towards the future of the policy.

4.2.4.1. Goals, Attitudes, Credibility: descriptive statistics and exploratory analysis This first section will characterise farmers in the sample according to their goals, attitudes and how credible they believe the change in policy is.

To provide needs for the household and to maximise farm profit are the most important goals for French farmers, while ofÊfarm investment is by far the least important (Table 4-27). This may be surprising as on average 50 percent of their household income derives from off-farm investments (but with a very important standard deviation).

Table 4-27: Average ranking of the goals by the respondents From I to l0 with 1 for the most and 10 for the least Focusing on attitudes, the most agreed upon statement is 2.1.12 "I have to keep my farm runningo'. French farmers seem to think that subsidies are necessary for them to caffy on, whatever the form of the subsidies, as statements 2.1.8 to 2.1.10

suggesting that farmers should not receive different types of supports are all rated on average above 3 (that is to say, disagree) . French farmers also state the strongest opposition to the idea that a good farmer is a competitive one (2.1.1.) with an aYerage score of 3.5, when in other countries this statement scored around 2 on average. Surprisingly farmers seem to believe they should produce landscape and environmental goods (2.L4.') but also that the society disagrees with that (2.2.2.).

Attitudes and social pressure seem also to go against taking on ofÊfarm employments Q.I.5.and2.2.4.).

7.4

Other G10

5.3

Improve product quality -as a source of information 2.3.2bis. How does the CER, play a role in my decision-making proces,s. 2.4 2.2.4. They think that farmers should not take off-farm jobs or embrace nsw careers. They should concentrate on farming 3.4 2.2.3.They think that CAP support should help producers to maintain their farming activities. J.J 2.2.2.Thev think that farmers produce landscape and environmental goods 1.8 2,2.l.Thev think that farmers produce agricultural commodities, only 3.4 2,1.14. The structure of myfarnt, in tern$ of size and specialisation, will allow me to adjust easily to new conditions, whatever the European agricultural policy in place.

2.r 2.1.t3. The CAP system of subsidies imposes too many restrictions on my plans for the future of my farming activities.

t.2 2.1..12.I have to keep my farm running (to secure my succession or for other reasons).

3.5 2.l.ll. My farming abilities will allow me to maintainan adequate profit level for the farm, whatever the European agriculfural policy in place.

3.1 2.1.10. Farmers shouldn't receive any income supp!4.

3.9 2.l.9.Farmers shouldn't receive any subsidies related to environmental goods production.

3.2 2.1.8. Farmers shouldnot receive any commodity price support.

3.2 2.1.7.I can easily find a job off-farm or increase the number of hours I work off-farm.

t.9 2.1.6. Farming is a more rewarding job in terms of quality of life, independence, life style, than it is in terms of money. 2.l.2.Farm land should be fully used for agricultural production.

3.5

2.1,1. A good farmer is a competitive producer of goods sold on the free market. Finally, concerning the credibility of the reform, according to French farmers, the most probable option is continuation of decoupled payments (Table 4-2g).

Recoupling or removal of payments are seen as a lot less likely, with removal of payments being a little bit more probable than recoupling. Therefore on average, there is no reason to believe that farmerso responses to the policy change are biased by their expectation towards the future of the policy. It seems that there is no credibility issue.

Table 4'29: Average ranking for the credibility statements by the respondents from l "Not at all" to 6 "V 4.2.4.2. Goals, Attitudes, Credibility and Decisions on farm

The influence of some variables such as goals, attitudes or credibility of the policy on farmers' plan to adjust to the change in policy is investigated here. Results from ANOVA on farmers' change in decisions across scenarios according to their stated opinions are presented in the following sections. The two decisions investigated are exit timing and variation of the size of the farm. Only the results significant at 10 percent are reported. The results presented compare farmers' intentions under continuing Agenda 2000 and SFp as implemented in France.

Changes in the decision to exit

The very small number of farmers planning to change their exit timing across scenarios does not allow an investigation of the determinants of change exit timing through ANOVA.

Changes in the decision to grow

The results presented in Table 4-30 conespond to the opinions that were significantly different across groups of farmers created according to how they change their intention to grow due to the implementation of the 2003 CAp reform. Farmers, rating of 10 goals (Gl to Gl0), their attitudinal scores for 28 statements and their individual probability scores for 3 future policy options presented above were used.

2.6 6.1.3.

will be led to 2.8 6.l.2.Farmers will receive no what so ever 4.4 6.1.1. Payments decoupled from production but conditional on other will be maintained. 4-30: change in growth planning and goals, attitudes, credibility As stated earliero French farmers are not considering putting large amount of land in GAEC. This table additionally indicates that farmers planning to operate on a larger farm under SFP compared to Agenda2000, consider reducing their workload as less of a priority than farmers willing to operate the same area or a smaller area under SFP compared with Agenda 2000 (higher value for G7). This may confirm that farmers are planning to use labour on the additional area they will take on under SFP.

It is possible that the coupled payments remaining under SFP in France constitute still enough of an incentive to use more labour on-farm. Those farmers willing to farm a larger area under SFP compared to Agenda 2000 additionally appear to value less strongly the non-monetary benefits of a farming lifestyle (2'l'6')'

Similarly farmers who strongly believe that land has to be used for production of food and fibres (low score for 2.1.3.) are more likely to increase the area on which they operate under SFP compared to Agenda 2000. All this tend to confirm that either the policy design or farmers' perception of it does not really fit with a decoupled policy. Farmers who consider operating a larger farm under SFP than under Agenda 2000 are not against the idea that farmers could take off-farm ). Finally it can be seen, that farmers willing to operate smaller farms under SFP compared to Agenda 2000 feel less pressure from their environment to produce landscape and environmental goods (high score for 2.2.2.), but also less support from the society for farmers to receive payments to maintain their farming activities (high score for 2.2.3.). Those results may however not be very stable as very few respondents want to change their plan across scenarios.

Conclusions

As a general conclusion from these analyses, it has first to be said that the results have to be considered with great carc.Indeed the sample surveyed does not represent the whole diversity of French agriculture, as notably mountainous regions are omiffed.

Additionally the regions investigated are relatively homogenous leading to the policy change investigated to lead to only limited redistribution of payments among farmers.

Finally the farmers investigated rely only in a limited way on their on-farm income and arc very young. In this context, the responses to the policy changes analysed here may underestimate the reaction the policy will cause in the whole country.

However the global conclusion of the investigation is that the adaptation to the reform is likely to be very smooth as very few farmers will alter their plan to exit or grow across scenarios. It still appears that farmers' strategies to adjust are rather based on changes in their output mix and altering the allocation of time to farming activities.

Finally, two profiles of farmers seem to emerge depending on whether they want to operate larger farms under SFP or not. Indeed, farmers planning to operate larger farms under SFP seem to be more concemed with production and working full-time on-farm while farmers willing to decrease the size of their farms seem to be more concerned with reducing their workload and enjoying the lifestyle. 4,3,1,Background 4.3

Sweden

.I.1. Description of the policy implemented in Sweden

As indicated in Chapter 1, the 2003 CAP reform provides a good scope for regional adaptation and each country within the EU has chosen to implement the reform under a different form. In the Swedish case a "hybrid regionalised support model" has been designed and was implemented from January 2005. The model is regionalised because the basic amount of payments received per hectare is fixed, with differences across regions. The model is also hybrid because some additional payments will be received by farmers according to what they were producing in 2000-2002. Finally, additional coupled payments will be provided to farmers producing beet but only until 2009.

Table 4-31 summarises how the payments provided after the policy change relate to Agenda 2000 payments. Agenda 2000 payments are presented in rows and MTR payments in columns. Most of the payments existing under Agenda 2000 will be given to farmers as decoupled regional payments under MTR. For crops one exception exists, as the specific drying aid to northern Sweden remains totally coupled. For livestock, the extensification payments, slaughter premiums and milk quotas are fully decoupled, but part will be redistributed on a regional basis and part on an historical basis. Finally 75 percent of the special beef premium remains coupled while the 25 percent remaining percent will be decoupled and redistributed on a regional basis. as all the payments received by farmers are independent of the curyent production choice, with trvo exceptions: a coupled drying aid for crops in the north of the country and a special beef premium. The coupled payment made to beef producer is expected to smoother the transition to decoupled payments (Ministry of Agriculture Food and Consumer Affairs, 2004).

COP producers are expected to be the most affected by the policy change, as the level of payments they receive drops with the implementation of the reform.

Similarly, decoupling is expected to impact on cattle farmers despite the special beef premium maintained for the first four years of the reform (Ekman, 2004). 4.3.1.2. Contrary to the four other countries studied, the third scenario (full-decoupling: flatrate area payments with no additional coupled payments) was not investigated as it was to close to the real implementation of the SFP (Scenario 2)' 4.3.2. DescriPtion of the samPle A total of 384 farmers were surveyed. Out of it, 344 farmers were interviewed through a postal survey and 40 through (partial) phone interviews. Table 4-32 andTable 4-33 compare the shares of farms according to their type of farming and ESU in 2005 in the total FADN sample, in the total surveyed sample, in the sample of farms interviewed through the postal survey and the sample of farms interviewed over the phone. Table 4-32 shows that the sample surveyed by post only is slightly biased towards dairy and pig farmers. This bias is surprising especially considering the fact that pig farmers should have been excluded from the sample as they were not directly concerned by the reform. As a result, more interesting farm orientations such as o,cereals", "general cropping" and "mixed" are slightly under-represented. The sample of farms interviewed over the phone, being quite small, does not really allow for this bias to be corrected in the total surveyed sample. Table 4-33 also shows a bias in the surveyed sample, as large farms are over-represented' Overall, comparing the characteristics of the farm surveyed with the characteristics of the farm in the 2005 FADN database, the surveyed sample is fairly representative of the total population with a bias towards dairy farmers and large size farms (ESU > 40). These biases should be considered in the conclusions and implications made from the results of the sufvey Table 4-32: Distribution of the sampled farms according to the type of farming, compared to FADN samPle (%) Most of the farms surveyed are not in LFA (54 percent of the respondents) and not producing using organic methods (83 percent), which is consistent with the country's situation (see Annex 4, Their average size in hectares is 92, with a great share being rented in (60 percent on average) (Table 4-34). However, the dependency on external labour is low (average 9 percent) and the average Awu per farm is 2. The average revenue from sales in the sample is around 1,500 euros per hectare, with an additional 300 euros per hectare of subsidies. The average level of subsidies received is pretty high as it amounts to 23 percent of the total revenue from sales including subsidies (when it is only 14 percent on average in the English sample for example). 

Max Min

Std dev Mean important share of the farmers' revenue stems from livestock production activities and this sector is likely to be greatly affected by the implementation of decoupled payments. Importantly all those figures are consistent with the situation in Sweden and means that the global sample surveyed is fairly typical of the country.

Farmers in the sample are on average 55 years old (see Annex 4, Table 8-40).

Most of them only went through the compulsory schooling and most of them do have an agricultural oriented education. The average total off-farm working experience is quite high (10 years) and represents roughly one third of the farmers' average on-farm experience. The average household is rather small with 2.8 members, with less than a young (under 18 years old) per household. However, half of the surveyed farmers still hope they will find a successor in the future (51 percent saying it is too early to know whether they will have a successor or not). Within the household revenue of the surveyed farmers, an avetage of 33,612 euros per year stem from activities off the farm. The standard deviation is large, showing that the sample presents some important disparity in terms of household off-farm income. 4-35, under both scenarios the majority of farmers plan to exit late (in more than 10 years). However, it seems that under Scenario 2 exit is slightly accelerated as the proportion of respondents exiting within 5 years and between 5 and I 0 years is greater under Scenario 2 compared to under Scenario l. It is legitimate to wonder what farmers will be doing once they have exited the farming sector (see in Annex 4). There are no major changes in the activities the farmers want to focus on once they exit farming, probably Scenario 1 ra ar-because under both scenarios the majority of farmers will be retiring at a normal age (about 70 percent of the sample). Regarding what farmers are planning to do with their farm when leaving, once again there are limited changes across scenarios and most farmers intend to pass on their farm to a successor. It is however interesting to note that a small proportion of farmers want to abandon their farm, which means that they do not think they will be able to pass it on to a successor or even to sell or rent it.

This share is growing with the implementation of SFP.

Thus, in terms of exit, it seems that the change in policy induce a limited acceleration of exit (earlier exit under SFP than Agenda 2000, a little bit less "normal- age" retirement) and a slight increase in the number of abandoned farms. This globally signals that farmers are abit worried about the change in policy and that their confidence in the sector seems to be reduced under SFP compared to under Agenda 2000.

Farm size

Focusing now on farmers plan to alter the size of their farms, it is interesting to note that farmers seems to find it difficult to make plan under SFP and the share of farmers not knowing how they will alter the size of their farm under SFP compared to under Agenda 2000 nearly triples, as can be seen from Table 4-36. Among those who stay in farming and know how they want the size of their farm to evolve in the future, a very large majority of farmers does not plan to change their UAA under both scenarios. shows that under both scenarios, farmers willing to decrease the size of their farm plan smaller changes than farmers planning to increase the size of their farm.

However, few respondents actually stated the area by which they were willing to decrease or increase the size of their farm, so the figures may be misleading. Farmers willing to decrease their farm usually plan to do it by reducing the amount of land there are renting in, and farmers willing to increase the size of their farm would consider both increasing the land rented in or buying some land (Annex 4, Table S-45). Once again few farmers actually stated through which way they were planning to alter the size of their farm, so the figures may be misleading. However, for those who stated their preferences, there seems to be no deviation across scenarios.

Therefore, the fact that farmers willing to conhact the size of their farm will rely on the rental market to do so, and the fact that those who want to expand will rely on both the rental and sale market, are policy independent, and are more likely to be related to the intrinsic greater personal value of owned land. Scenario I u Stated change in ha, and stated change as a percentage of the average past UAA (:stated change in ha * 100 / average UAA in ha in 1999-2002 ).

Production activities

Farmers in Sweden are therefore likely to adjust to the policy change by altering their exit and growth intentions, which is in contrast with what was observed in France and in England. Other adjustments strategies include altering their production mix, and here again Swedish farmers' intentions are contrasting with what was observed in the two OMS presented earlier. Indeed, more farmers are planning to set-aside additional land under SFP than Agenda 2000 and some farmers are also planning to put some land in GAEC within SFP (see Annex 4, Table 8 -46). This is an interesting finding which shows that farmers are actually willing not to produce on all their land if they do receive subsidies. Therefore, SFP could lead to a relative decrease in production in the country. Table 8-47 in Annex 4 shows that SFP will lead to a relative decrease in t' I f the production of COP, and a relative increase in forage and pasture compared to what would have happened under continuing Agenda 2000. At the same time the herd size for caffle (beef and dairy) and pig will slightly decline under SFP compared to Agenda 2000, leading livestock production to be less intensive. Thus, it seems that farmers will respond to the change in policy and readjust their production choices. As under SFP COP production will not be receiving more payments than other activities on a per hectare basis, farmers are less willing to produce it. Additionally, the reduction in incentives to intensiû will also lead farmers to extensiff under SFP.

Farmers' changes in plans are therefore consistent with decoupling. 4.3.3.4. Non-agricultural on-farm or off-farm investments Adjustments could also occur through a change in investment across agricultural and non agricultural activities. Prior to the reform, the share of off-farm assets in the farms' total asset value was relatively stable, as well as the share of farms holding no such assets (Table 4-38). Considering future investments, the share of farmers willing to start or increase non-agricultural activities is larger under SFP than under continuing Agenda 2000 (Table 4-39). This means that some farmers will invest their payments in non agricultural activities rather than in production thanks to the decoupled scheme. Offfarm intended changes, whether it is an increase or a decrease, are larger in value than on-farm intended changes, on average under both scenarios (Annex 4, Respondents favour mostly activities related to agriculture (contracting, direct sales, etc.), or more generally activities directly related with agriculture and forestry.

Table 4-39: Intended change in non-agricultural investments (on-and off-farm), according to scenariosl shares of farmers (7o) To conclude this section comparing farmers' intentions under Agenda 2000 and SFP, structural change is likely to be accelerated slightly with the implementation of SFP as more farmers will be willing to exit the sector. The global direction of farmers' responses is consistent with the change in policy, as farmers are planning to produce in a less intensive way and to reduce their production of previously heavily supported crops. The intentions of the Swedish farmers interviewed are contrasting with the reported plans of English and French farmers who participated to the study, as more important adjustments are intended. Additionally, the changes in farmers' intentions across scenarios are consistent with the change in incentives created by the change in policy.

4. 3. 4. Go als, Attit udes, Credibility : more op erfltors' c haracteristics To complement the picture drawn so far, pieces of information on farmers' goals, affitudes towards subsidies and off-farm work and credibility of the reform were also collected.

4.3.4.1. Goals, Attitudes, Credibility: descriptive statistics and exploratory analysis The first piece of information of interest concerns the goals operators are pursuing when farming. Farmers were asked to rank four possible goals as shown in Table 4-40.The highest ranked goals are first to avoid excessive debt and second to provide for the household needs. Investment in off-farm activities is a less favoured goal.

Farmers do not consider profit maximising as their first objective. Operators were also asked to express their level of agreement with some statements relating to agricultural policy and ofÊfarm employment. The statements and the average score received by each ofthem are presented in Table 4-41. Swedish respondents tend to disagree with the idea that farmers should also produce landscape and environmental goods (average score 2.8 for statement 2.1.4.) and also think that people around them disagree even more with this idea (score 3 for statement 2.2.2.).

Additionally, respondents do want to receive payments, whichever the form (score 3.6

or greater for statements 2.1.8. to 2.1.1 l).

Farmers were also asked how probable they saw some options for the future of the CAP (after 2013). The options offered were continuing decoupled payments with cross-compliance, no payments at all or re-coupling of the payment. Farmers' average opinions are presented below, in Table 4-42.The most probable option according to Swedish farmers is continuing decoupled payments (with a score of 4.1). Then even if their attitudes and beliefs show that they want to receive payments, they still think that the second most probable option is suppression of all payments (score 3.5). If coupled payments would have been seen as a probable future option for the CAP, we could have had expected farmers to behave strategically to maximise their future payments, but their expectations being towards continuing decoupled payments or no payments at all, strategic behaviour are unlikely. 2.9 They think that CAP support should help producers to maintain their 2.2.3. farming activities.

3.0 2.2.2.They think that farmers produce landscape and environmental goq4!.

2.6 only.

2.2.l.Thev think that farmers produce agricultural commodities, 2.5 2.1.13. The CAP system of subsidies imposes too many restrictions on my plans for the future of my farming activities. I have to keep my farm running (to secure my succession or for 2.1.12. other reasons).

3.9 2.l.ll. My farming abilities will allow me to maintain an adequate profit level for the farm, whatever the European agricultural policy in place.

3.7 2.1.10. Farmers shouldn't receive any income support.

2.L.9.Farmers shouldn't receive any subsidies related to environmental goods production.

3.8 2.1.8. Farmers shouldn't receive any commodity price support.

3.6

3.1 2.l.7.lcan easily find a job off-farm or increase the number of hours I work ofËfarm.

2.2 2.1.6. Farming is a more rewarding job in terms of quality of life, independence, life sWle, than it is in terms of money.

2.0 2.1.5. Farmers should not have to work off-farm to sustain their farming activities.

2.8 2.l,4.Farmers should produce landscape and environmental goods. 6.1.3. Payments will be recoupled to agricultural production.

3.5 6.l.2.Farmers will receive no support payments what so ever 6.1.1. Payments decoupled from production but conditional on other service provision will be maintained. To investigate whether farmers' adjustment to the reform could be, at least partially, explained by some variables such as goals, attitudes or credibility of the policy, ANOVA were carried out on farmers' change in decisions across scenarios according to their stated opinions. The two decisions investigated were exit timing and variation of the size of the farm. only the significant at 10 percent results are reported.

Changes in the decision to exit

The results presented in Table 4-43 correspond to the opinions that were significantly different across groups of farmers created according to how they change their intentions to exit due to the implementation of the 2003 CAP reform. Farmers' rating of 5 goals, their attitudinal scores for 20 statements and their individual probability scores for 3 future policy options as described above were used but only 4

indicators turn out to be significantly different depending on farmers' change in exit plans. Agenda 2000 consider avoiding debt as a more important objective than those not altering their timing of exit. They are also disagreeing more strongly with the idea that their farming abilities will allow them to perform well whatever the policy in place and agreeing more strongly with the idea that the CAP imposes to many restrictions on their plan. Farmers planning to exit later under SFP disagree more strongly than farmers not changing their plan with the idea that farmers should not receive any under SFP feeling more pressure from the policy change. However, it is difficult to know whether farmers expressed those opinions because the policy change was forcing them to exit earlier or if the earlier exit is a consequence of their opinions.

None of the statements dealing with the credibility of the reform are rated differently by farmers according to their change in plan. This demonstrates that there is no apparent reason to believe that farmers will respond shategically to the policy change, based on their expectations towards future changes in policy.

Changes in the decision to grow

The results presented in Table 4-44 corcespond to the opinions that were significantly different across groups of farmers created according to how they change their intention to grow due to the implementation of the 2003 CAP reform. Once again really few indicators turn out to be significantly different depending on farmers' change in intentions across scenarios. to operate on the same area under both policies (Ga). The less farmers are planning to grow under SFP compare to Agenda 2000, the more they think avoiding debts is an important objective (G5). Therefore operating a large farm under SFP is the option chosen by farmers who are ready to get indebted to get more support in the long-run.

Farmers willing to operate on a smaller farm under SFP are more convinced than the rest of the sample that farming is a rewarding job in terms of non-monetary benefit rather than in income (2.1.6.). Farmers who want to operate on a larger farm under SFP compare to Agenda 2000 are significantly more confident that they will be able to find a job ofÊfarm or increase the time they already work ofÊfarm (2.1.7.).

Therefore two strategies seem to be identified here one where farmers willing to focus on farming would rather manage a smaller holding under SFP while farmers who are more willing to be indebted but also to work off-farm will prefer operating larger farm under SFP, implying that they may try to get as much subsidies as possible while reducing their workload on-farm. Based on the results for statement 2.7.9., farmers who are planning to operate a smaller farm under SFP compare to Agenda 2000 are less positive about receiving support linked to environmental good production than farmers willing to operate a larger farm under SFP. This is a fairly intuitive result.

Farmers willing to operate on a smaller farm under SFP disagree less strongly than the others with the idea that farmers should not receive any income supports (2.1.10.), which again fit with the idea that those farmers will be focusing more on production activities. Finally farmers planning to operate on larger farms under SFP are also less confident in their farming abilities (2.1.11.). Therefore this seem to fit with the existence of two patterns of adjustment with some farmers focusing on production and market signals and others choosing to produce environmental goods and operate larger scale farms to get as much support as possible. It may therefore not be surprising to see that farmers willing to operate on smaller farms under SFP compare to Agenda 2000 see continuing decoupled payments as less probable than farmers who are planning to operate on larger farms (6.1.1). However they still consider decoupled payments as a fairly probable future option for the policy but the option that this group considers on average most probable is the complete disappearance of payments.

As a conclusion, the analysis presented above seem to allow two patterns of behaviour to be identified with some farmers willing to focus on production operating on smaller farms under SFP and believing supports will not be maintained and other willing to focus on capturing support on-farm, operating larger farm, and possibly getting additional income off-farm.

Conclusions

From the descriptive statistics of the survey responses, it appears that the implementation of SFP will give some room for an accelerate structural change as some farmers are planning to exit earlier than they would have under Agenda 2000 and intention to grow among the remaining farmers persist even after the change in policy. It also seems that farmers will modifr slightly their production choices: moving away from COP, extensifuing their livestock production (decrease in the heard size, increase in the pasture areas) and will even keep some land in GAEC without producing on it. This is globally consistent with the implementation of more decoupled payments as the reduced incentive to produce and to intensifu are translated into farmers' intentions. Additionally the investigation of their goals, attitudes and credibility of the policy and their impacts on the change in intentions across scenarios allow us to reinforce the idea that farmers' adjustment strategies are dependent on farmers expectations and attitudes with two profiles of adjustment appearing: farmers focusing on market and production in one hand and farmers focusing on capturing subsidies while reducing their effort on-farm on the other hand. ,,i .t'l ! :ttt:! , i' !{ ...) | ) . :: ",1 ::li ),',, t'. .i):i'),:i:"l',;:tlt' .,,.'.' :tII'i.i.

Note: Conversionfrom LTL to euros as onthe I't ofJanuary ofthe givenyear. Source: LAEI data table made according Orders of Minister of the appropriate years.

From 2004 the SAPS was implemented, that provides direct payments to farmers with no obligation to produce (decoupled payments), as well as additional coupled payments for specific crop and livestock (top-ups). Table 4-46 below presents the decoupled payments given for all registered land (32.5 euros/ha in 2004 and 45.6 euros/ha in 2005) in a first column, and the additional top-ups in a second column for each year. It must be noted that an additional 18.8 euros/tra (65 LTLlha) is also given as a top-ups for all land located in LFA regions.

Tabte 4-46: Description of post-accession policy in Lithuania (2004)(2005) , llli,,rt1;t,Li,t l:.) i,ttt t' :i r 1 , , t ;|1., i, ti-lt,,t,l 1, iira,),"), . i ;'l | " f i : Comparing the two previous tables, the implementation of the SAPS constitutes a slight increase in payments from the first year for all crop production activities, except for flax for fibre and linseed in all regions and for potatoes and vegetables in non LFA regions, and an increase in payments for most livestock producers (depending on the direct payments they were receiving before accession and on their stocking density). Farmers who will benefit the most from the change in policy are arable crop producers and producers of previously unsupported crops. Farmers in LFA will also be winning with the implementation of SAPS, thanks to the specific LFA payment they will be receiving.

Policy scenarios

In the Lithuanian questionnaire three scenarios were considered: o The continuation of pre-accession policy, the baseline scenario. r The implementation of SAPS as decided by the country (see Table 4-46). o The implementation of full decoupling, that is to say of a flat-rate area payment only (SAPS with no top-ups). 4.4.I.3. UAA: the issue of registered vs. non registered land A specificity of the SAPS in NMS is that, in order to get payments, operators need to register their land annually. The situation of the land with respect to the registration procedure is described in Table 4-47 for Lithuania. Source: Communication between the Lithuanian Ministry of Agriculture and DG Agri Among the total 3,487.2 thousand hectares of potential agricultural land in Lithuania only 2,530.7 thousand hectares are considered as agricultural land by the 2002 Agricultural Census. This agricultural land includes 2,287.9 thousand hectares registered and eligible to payments, the remaining242.8 thousand hectares being not eligible for payments yet. The 956 thousand hectares that are not included in agricultural land by the Agricultural Census comprise both land with unidentified The provision of increased payments to farmers is likely to raise the price of agricultural land in Lithuania, and may accelerate the identification of the owners of the 533.0 thousand hectares currently under unclear ownership. This may also create an incentive to register at least part of the 242.8thousands hectares cunently in poor condition, if the cost incurred to make them eligible to payments (GAEC) is less than the sum of the discounted future payments. Those two mechanisms may lead to an apparent restructuring if additional farmers register the land they are already farming and start being accounted for in the Census and then in the FADN. A real restructuring might also occur if those areas are exchanged on the land market. But it may also be the case that, in spite of the payments, no restructuring takes place in the future if those areas are already used as family garden or if their quality is too low for them to be eligible for the payments.

Thus, depending on the reality of the situation, this means that in the near future, the total area eligible for payments may grow with the total registered and UAA. In 2005, already some 2,574 thousand hectares of land were declared and registered, that is to say 286 thousand hectares more than in the 2002 Census. This is important because it may mean that farms do have a potential to grow even in the case where there are few exiting farmers releasing their land. However, registrations for 2006 seem to show that the total number of hectares declared and registered will be smaller than in 2005.

Description of the sample

The sample is composed of 220 individual commercial farms. The dairy sector is well represented in the sample but the other livestock specialisations are under-represented in favour of the crop specialisations (Table 4-48). Table 4-49 shows that, as the FADN focuses on commercial farms, a large number of small farms existing in Lithuania are not represented in the FADN. Therefore, the surveyed sample (which is drawn from the FADN sample) is biased as small farms are under-represented compared to the total population of farms. However, to study the impact of the change in policy, focusing on commercial farms is probably the best option. Comparing the distribution of farms in terms of ESU in the total FADN and the surveyed sample, it can then be said that our sample represents well the distribution of commercial farms in the country. Characteristics of the sampled farms are presented in Table 4-50 and Table 8-56 in Annex 5. Based on the 2002LFA definition, 60 percent of the farms in the sample are in LFA regions and there is no mountainous LFA in Lithuania, as it is a flat country. However, the definition for LFA has changed after accession and the 2002 LFA definition is not a very good proxy for the EU LFA definition. It is however still indicative of farmers operating under relatively unfavourable agri- environmental conditions. Farms in the sample are of medium economic size with an average ESU class of 5. The average size in hectares is however quite large in European standards, at 88 ha. Most of the farmers in the sample are full-time, and farms require on average 3 AWU (which is I more AWU per farm than in England or

Sweden for example). The revenue from farming activities is lower than in EU-15 90 Farmers in the sample are 50 years old on average, 50 percent of them have left formal education at 20 or more and 64 percent of them have an agriculture oriented education. However, their experience in farming is quite limited (about 10 years) and comparable to their off-farm experience. The majority of the respondents are not members of any farmers' union (42 percent), but about 60 percent of the respondents who are in a farmers' union consider themselves as active members.

Most of the households are composed of two adults and a young (younger than 18).

The majority of the farmers in the sample think it is too early to say whether they will have a successor or not. But one fourth of the farmers having identified a successor, have him/her on the farm. In the surveyed sample, the household income stem at 90 percent from agricultural activities, on average. Therefore the households are highly dependent on their on-farm income, and probably on the subsidies they are receiving. The change in policy is important in Lithuania (change in the form and in the level of payments), however, the timing of exit of the sampled farmers does not vary much across scenarios . This may be explained either by the factthat, without market imperfections, decoupled payments do not give any incentive to stay longer in farming even if they are greater than what farmers were previously receiving, or by the fact that farmers may be planning to exit only to retire, and therefore their retirement time is set. Slight changes in plan can however be observed with a movement towards later exits under SAPS with top-ups, as compared to the pre- accession scenario. The changes between pre-accession scenario and full decoupling are however less clear. It has to be noted here that even if less than 10 percent of the respondents are planning to change their exit timing, their decision is likely to have a great impact on the sector, and this constitutes an important shift in the rate and direction of the structural change.

Table 4-51: Exit intentions according to the scenariosl shares of farmers (7o) Respondents were asked what they would intend to do after exiting the farming sector. Even if retirement at normal age is the favoured option, it is slightly more commonly chosen under pre-accession policy. Globally, turning to non-manual jobs becomes a more appealing choice under the decoupled policies. Farmers were also asked what they were planning to do with their farm once they exited the sector.

The majority of them want to pass on their farm to a successor, as long as part of the payments at least is coupled to production activities (Scenarios I and 2), but would rather rent their farm under full-decoupling. The importance of the shift in farmers' decisions on that particular point is surprising, but is consistent with a situation where 4.4.3.2. Farm size Under decoupled payments, there are more respondents willing to increase the size of their farm than under the pre-accession policy (Table 4-52). This may be because the volume of payments they will be receiving will allow them to invest in land.

Moreover, even more respondents want to increase the size of their farm under SAPS plus top-ups than under fully decoupled payments, which is consistent with the fact that coupled payments give farmers production incentives that are inexistent under full-decoupling. that more farmers want to increase the size of their farm and that the demand for land is likely to increase under decoupled scenarios.

However, as seen earlier, with the implementation of decoupled scenarios farmers do not change their exit timing or, if they do change it, they are more likely to exit later. or in GAEC without producing on it (Annex 5,. This may mean that all farmers in the sample are expecting to make profit producing on their land. Some respondents even want to reduce the land that they are currently leaving idle.

Regarding the output mix, under the three scenarios farmers plan to increase their COP production, but even more so under SAPS with top-ups. The two decoupling scenarios will lead to an increase in livestock production (pasture area, number of cattle heads) than it would have under continuing pre-accession policy. Those intentions are not consistent with a decoupling of support and rather indicate that the increase in the level of payments constitutes an incentive towards more production. 4.4.3.4. Non-agricultural on-farm or ofËfarm investment Finally, considering the possibility of investing in non agricultural activities, only a few respondents (between 10 and 16 respondents, i.e. 5 to 7 percent) stated holding some off-farm assets in 1999 to 2003. The problem is that, for those respondents where there is no answer, we do not know whether it is because their ofÊfarm assets are 0o or because they did not wish to disclose any information on this issue. For those who have answered, it seems that the importance of off-farm assets has decreased over the period considered . The fact that few farmers seem to hold non agricultural asset ofÊfarm shows that any further increase in non-agricultural investment can be seen as diversification.

Table 4-54: Importance of off-farm assets before the policy change (%) According to Table 4-55, the intention to invest on-or off-farm in nonagricultural activities does not change much with the implementation of decoupled There seems to be a very small increase in the number of farmers who wish to decrease or stop their activities, and a very small decrease in the number of farmers who wish to increase or start their activities under decoupled payments. The change is however extremely marginal. (on-and off-farm), according to scenariosl shares of farms (7o)

The type of activities in which the farmers will choose to invest was not asked in Lithuania. Statistics in Table 8-67 in Annex 5 are given for all types of activities altogether. In this country it seems that farmers wishing to invest in non-agricultural activities will prefer doing so off-farm (as this option is chosen more often than on- farm investment), investing less money than farmers who wish to diversiff on-farm. 4.4. 4. Goals, Attitudes, Credibility : more operstors' characteristics Fatmers had to state within the survey their opinions about the future of the policy, rank some goals according to their importance in their decision-making process and states their agreement with series of statements on subsidies and off-farm job. This should inform our understanding of their decision-making. 4.4.4.1. Goals, Attitudes, Credibility: descriptive statistics and exploratory analysis Results of the goal ranking exercise in Lithuania are presented in Table 4-56. They might be difficult to understand as respondents sometimes ranked only part of the objectives or gave the same rank to several objectives. It seems however that the two most important objectivss are to invest on-farm and to maximise profit. Maximising profit is quite often ranked as the first objective of the respondents. If the farmers who ranked more than one goal as their first objective are excluded (that is 37o of the respondents), Table 4-57 is obtained. Table 4-57 confirms that profit maximising is the predominant goals for farmers in the sample. This may be surprising when this goal did not rank that high for farmers in OMS. Objective ranked first Farmers' opinions, shown in Table 4-58, reveal a shong dependency on support (statements 2.1.8 to 2.1.10: strong disagreement on the idea that farmers should not receive subsidies, whatever the form of the subsidy). Respondents seem to be very keen on promoting environmental goods and producing landscape (2.1.a.).

Opinions of off-farm works are mitigated with statement 2.1.5. and 2.2.4. being on average given a score of three (i.e. at the middle of the scale).

Finally farmers were asked to state how credible three different policy scenarios to be implemented from 2013 were. As shown in Table 4-59, the most probable option is on average continuing decoupled payments with cross-compliance.

The second most probable option is a move back to coupled payments. However on average this option is ranked on scale-point less likely than continuing decoupled payments. This give us therefore very little reason to believe that farmers may be planning to adjust to decoupled payments in a strategic way, i.e. to maximise future recoupled payments for example. 2.9 2.2.2.They think that farmers produce landscape and environmental goods.

2.5 2.2.l.They think that farmers produce agricultural commodities, only.

2.4

2.1,13. The CAP system of subsidies imposes too many restrictions on my plans for the future of my farming activities. I "Not bable at all" to 6 "V 3.2 6.1.3. Payments will be recoupled to agricultural production. 2.7 6.l.2.Farmers will receive no support payments what so ever 4.3 6.1.1. Payments decoupled from production but conditional on other service provision will be maintained. 4.4.4.2. Goals, Attitudes, Credibility and Decisions on farm To investigate whether farmers' adjustment to the reform could be, at least partially, explained by some variables such as goals, attitudes or credibility of the policy, ANOVA were carried out on farmers' change in decisions across scenarios according to their stated opinions. The two decisions investigated were exit timing and variation of the size of the farm. Only the significant at 10 percent results are reported. The results presented compare farmers' intentions under continuing pre-accession policy and SAPS with top-ups.

Changes in the decision to exit

The results presented in Table 4-60 corespond to the opinions that were significantly different across groups of farmers created according to how they change their intentions to exit due to the implementation of the MTR. Farmers' rating of 5 goals (Gl to G5) presented in section 5.1.1., their attitudinal scores for20 statements as presented in section 5.I.2. andtheir individual probability scores for 3 future policy description (see section 5.1.3.) were used.

Table 4-60: Change in exit timing and goals, attitudes, credibility Table 4-60 shows that farmers willing to exit later under SAPS plus top-ups than they would have under continuing pre-accession policy consider providing for the family as a more important objective than those not altering their timing of exit (Gl). They also are more convinced that farmers should not work off-farm (2.1.5. Farmers who choose to exit earlier under SAPS plus top-ups are less convinced than the others that a good farmer is competitive (2.1.1.). This fit with the idea that farmers are expecting competitiveness to be a more important factor after the change in policy. Farmers who are planning to change their plan according to the policy in place are less convinced that farming is rewarding in terms of non-monetary benefits than the others (2.1.6.), they are also more convinced that payment will be recoupled in the future (6.1.3). It has to be noted that even though those farmers think that payments are likely to be recoupled in the future, they are not adjusting to the policy change in a strategic way, as they are actually responding and adjusting to the policy change (in opposite direction!) even though they believe it is not going to last.

Changes in the decision to grow

The results presented in According to Table 4-61, the more farmers are likely to operate a small farm under SAPS and top-ups than continuing pre-accession policy, the less they care about providing for the need of their household (Gl). Farmers who are planning to operate a farm with a different size under SAPS compare to continuing pre-accession policy are also less concerned by the importance of avoiding excessive debts (G5).

Similarly farmers who are changing their plan across scenarios are less convinced than a good farmer has to be competitive (2.1.1.). The more farmers are likely to operate a larger area under SAPS the less they think farm land should be fully used for producti on (2.1 .2.). This would mean that farmers operating large farms under SAPS are also the more likely to put land in GAEC. However, they seem to be avoiding this option. Farmers who are not planning to change their size across scenarios express a stronger disagreement with the idea that farmers should not receive commodity price support (2.1.8.) or income support (2.1.10.) than farmers planning to operate larger area under SAPS. Farmers who are planning to cultivate less land under SAPS also think more strongly that they have to keep their farm running (2.1.12.) and that CAP imposes too many restrictions on their plan (2.1.13.).

It also appear that farmers who are planning to keep on farming the same area or to farm a smaller area under SAPS also feel less pressure from their environment not to work off-farm (2.2.4.).

Finally concerning expectations towards the future of the policy, farmers who want to farm a smaller area under SAPS are less convinced that decoupled payments will remain (6.1.1) but more convinced that no support will be given to farmers in the future (6.I.2) or that coupled payments will be given in the future (6.1.3) than those who want to increase their area. This is a bit contradictory and therefore does not give us any reason to believe that farmers responded to the different scenarios in a shategic way. 

Groups compared Description of groups

As a conclusion it may be a bit difficult to interpret some of the results presented, as they may seem contradictory and differ largely from what was seen in other country. But globally farmers not changing size or planning to operate a smaller area under SAPS than under pre-accession policy seem to express opinions in contradiction with the philosophy of the reform. Howevero the number of farmers changing their plan across scenarios is fairly small. Therefore those results may not be very stable or reliable. Globally this investigation allow us to say that there is no reason to believe that farmers are planning to behave strategically under decoupled payments due to a lack of credibility of the policy. 4.4.5. Conclusions The implementation of the MTR reform in Lithuania means a highest level of more reliable payments. The global effects of the reform will be a willingness to stay longer and operate larger farms for most of the farmers. Farmers' adjustment patterns to SAPS will also mean less diversification and no GAEC, even though farmers willing to grow more under SAPS agree with the idea that agricultural land can be used for other things than agricultural production. As shown in Table 4-62, pre-accession policy in Slovakia was providing support to farmers mainly through payments coupled to production. With the introduction of the SAPS, the total amount of payments given to farmers is tripled and the form is now decoupled payments (not related to production) plus some additional top-ups, mostly for cereal and livestock producers. In general, the change in policy represents: (i) a removal or reduction of the coupled payments (decoupling) for all production activities, except for cereals for which the amount given to farmers through decoupled payments is actually increased, and (ii) the introduction of additional and larger decoupled payments, or SAPS.

Table 4-62:Total payments to farms in Slovakia in 2003 and 2004 Note: Conversionfrom SKKto euros as onthe I't ofJanuary ofthe givenyear o The 2004 pre-accession policy remains in place, the baseline scenario. r The implementation of SAPS with top-ups (see Table 4-62). o The implementation of a full decoupling scenario, that is to say decoupled payments allocated on a regional basis and with no top-up payments.

Questionnaires differed slightly between individual and corporate farms in order to take into account their specificity. The rest of the chapter presents the survey results for individual farms first, and then for corporate farms. The group of surveyed farmers appears to be well representative of the total FADN sample in terms of type of farming and economic size ( Total FADN sample TF -Type of farming Howevero when comparing the share of farms per size class in the surveyed sample and the FADN sample on the one hand, with the total Census population and the registered population of individual farms on the other hand, the bias of the FADN sample, and therefore of our sample, towards large farms becomes visible and Table 4-66). Among the total population of farms in Slovakia, only the relatively large ones are registered (the registered farms are usually larger than I hectare), and among the registered farms only the large ones are in the FADN sample (size greater than 10 hectares). The dominant specialisations in the sample farms are COP and field crops.

Based on the 2002 LFA definition, 8 percent of the sample farms are located in mountainous LFA and 51 percent in LFA not mountainous. Since accession, Slovakia is using a new definition for LFA, which remains however very close to the former one. Therefore the 2002 defrnition is a good proxy for the current LFA status of the farm considered. Table 4-67 confirms that the commercial farms in Slovakia are quite large, with an average UAA of l70ha. This implies that an average of 4 AWU is l l; i t 105 required on each farm, with only 30 percent of labour being performed by hired workforce. Farmers rely heavily on rented land (87 percent) which may be explained by a complex land market where land for sale is scarce. In the sample farms the revenue mainly stems from crop production (77 percent). The level of subsidies received pre-accession by each farm as a share of the total revenue is on average smaller and more variable than what was received by French or Swedish farmers for example. As shown by Table 8-77 in Annex 6, farmers in the sample are about 51 years old on average. Most of them never went to college but more than 50 percent of them have an agriculture oriented education. Their on-farm experience is limited compared with farmers from OMS, but their off-farm experience is much larger. 54 percent of the respondents are active member of a farmers' union. The household is typically constituted of 2 or 3 adults and 1 young. Despite being quite old, 60 percent of the farmers in the sample do not have a successor or think it is too early to say so.

However, for the 40 percent who have identified a successor, this successor is with them on the farm in 84 percent ofthe cases. On average the surveyed households get 80 percent of their income from on-farm activities. This shows the dependence of these households on agricultural production. Farmers plan to postpone their exit under the two decoupled scenarios as compared to continuing pre-accession policy (Table 4-68). They postpone even more their exit in the scenario with top-ups (Scenario 2). Most farmers are planning to take an early retirement under all scenarios (see Annex 6, Table 8-81). This seems to be contradicted by the fact that farmers in the sample are quite old (50 on average) and planning mostly to exit late, and even to postpone their exit under decoupled scenarios. Once out of the sector, most of the respondents would like to transmit their farm to a successor. Farmers seem to be optimistic about the impact of decoupling on their farms and want to remain active longer under the two decoupled policies. Other adjustments of their plan may concern the way they want to see the size of their farm evolve in the future.

Table 4-69 shows that a high proportion of farmers want to expand their farm under all scenarios, and even more under SAPS with top-ups. This overall aspiration towards larger farming may be due to current restrictions in the land market. This is also confirmed by Table 4-70, where impressive proportions in intended change are revealed. Like in other countries, most of the farmers willing to decrease the size of their farm mainly want to stop renting land, while those willing to expand would prefer to buy land. 

A. Production activities

Farmers' adjustment to the policy change may also appear in their production decisions. With the implementation of the CAP reform, operators do have an option to keep their land in GAEC but stop producing on it. It would have been interesting to know if Slovakian farmers would have chosen this option but the question was, by mistake, removed from the questionnaire for this country. Annex 6 shows that, regarding the intended change in the area kept idle on the farm, there is virtually no difference across scenarios if one is to consider that only one or two respondents are intending to change this area over a total sample of 154 farms. Regarding the output mix, the implementation of SAPS plus top-ups will lead to an increase in the production of COP, cattle and forage, a decrease in milk production, and a stagnation of the production of pigs and roots. The additional incentive to produce given by coupled payments is confirmed as the same trends can be observed under the fully decoupled scenario but with less important shifts. 4-7I, very few respondents held off-farm assets prior to accession, which confirms the earliest statements that they are highly dependent on on-farm revenue. However, as shown on Table 4-72, in the future, farms are planning to invest in diversification activities. Decoupled scenarios seem to increase farmers' willingness to invest in non-agricultural activities. This may be explained by the fact that, because decoupled payments are not tied to production, they can be re-invested in other activities. Farmers prefer to invest on-farm, when diversifying (Annex 6, Table 8-87). And if they do diversiff ofÊfarm, they will invest smaller amount of money.

Table 4-71: Importance of off-farm assets before the policy change (7o) Note: The average share is calculated for the whole sample (154 respondents), including those with0oÂ.

Table 4-722lntended change in non-agricultural investments (on-and off-farm), according to scenariosl shares of farms (7o) Therefore, to conclude this section, the implementation of decoupled choices and diversifu more. This enthusiasm may be due to the fact that decoupled payments are stable and are guaranteed to be maintained over a relatively long period, they represent a higher level of payments and they are not tied to production, giving a lot of freedom to the operators to use them. 4.5.4. A. Goals, Attitudes, Credibility: more operators' characterislics To better characterise the differences across respondents some more information on their attitudes, expectations and goals were collected, 4.5.4.1. Goals, Attitudes, Credibility: descriptive statistics and exploratory analysis

The most important for Slovakian farmers is to provide for needs for their household and to invest on farm (Table 4-73). These objectives come before maximising their profit and avoiding excessive debt. Investing off-farm is the least preferred goal.

Table 4-73: Average ranking ofthe goals by the respondents From 1 to 5 1 for the most for and 5 for the least

The statements about which most of the respondent seems to agtee (small standard deviation) concern their dependency over payments (strong disagreement with statement 2.l.8 "farmers shouldn't receive any commodity price support" and statement 2.1.9 *farmers shouldn't receive any government or European payments related to environmental goods production") (Table 4-74). However respondent disagree less strongly with statement 2.I.l0 "farmers shouldn't receive any income support" and their opinions are more spread over the scale. Then respondents seem also to all agree with statemerft2.l.5 "Farmers should not have to work off-farm to sustain their farming activities" and statement 2.1.12 "I have to keep my farm 2.2.2.They thi\k that farmers produce landscape and environmental goods.

r.9 2.2.1. They think that farmers produce agricultural commodities, only.

3.4 2.1,13. The CAP system of subsidies imposes too many restrictions on my plans for the future of my activities. to5"

On expectations towards the future of the policy, respondents tend to think that some sort of payments to farmers will persist as statements statement 6.1.1 (persisting decoupled payments) and statement 6.1.3 (recoupled payments) are on average scored as relatively probable (average score of 4.22 and 3.43 respectively, on a scale going from 1 to 6 with I being not probable at all and 6 very probable) (Table 4-75). Moreover, the proposition that farmers will end up receiving nothing by 2013 is scored on average as "not probable" (average score of 2.08 for statement 6.1.2). Table 4-75: Average ranking for the credibility statements by the respondents I "Not bable at all" to 6 4.5.4.2. A. Goals, Attitudes, Credibility and Decisions on farm To investigate whether farmers' adjustment to the reform could be, at least partially, explained by some variables such as goals, attitudes or credibility of the policy, ANOVA were carried out on farmers' change in decisions across scenarios according to their stated opinions. The two decisions investigated were exit timing and variation of the size of the farm. Only the significant at 10 percent results are reported. The results presented compare farmers' intentions under continuing pre-accession policy and SAPS plus top-ups. The results presented in Table 4-76 conespond to the opinions that were significantly different across groups of farmers created according to how they change their intentions to exit due to the implementation of the MTR. Farmers' rating of 5 goals (Gl to G5), their attitudinal scores for 20 statements and their individual probability scores for 3 future policy description (see above) were used.

Changes in the decision to exit

Farmers exiting later under SAPS are more concerned by their household needs than those exiting earlier. They are also more concerned about profit maximisation on-farm and less woried about their indebtness. Finally those farmers also think that decoupled are unlikely to stay. Farmers not changing their exit timing across scenarios, if compared to farmers willing to exit later under SAPS, consider investing on-farm a more important goal. They also appreciates more the non- pecuniary benefit of farming, and are more convinced that people want them to produce agricultural commodities and landscape. Finally they are more incline to think that payments will be recoupled in the future. This analysis does not allow us to say that farmers are responding to decoupling in a strategic way as it is difficult to explain why farmers who believed that decoupled payments won't be maintain still choose to remain active longer under decoupled policy than they would under coupled ones. It is however interesting to see that the farmers the more willing to stay under SAPS are those who want to make more profit and care less about non-pecuniary benefit.

Changes in the decision to grow

The results presented in Table 4-77 conespond to the opinions that were significantly different across groups of farmers created according to how they change their intention to grow due to the implementation of the MTR. Once again really few indicators turn out to be significantly different depending on farmers' change in intentions across scenarios.

Focusing on the intention to grow, farmers willing to operate larger farms under SAPS are more concerned about providing for the needs of their household (Gl), not having to work ofÊfarm (2.1.5.) and receiving income support (2.1.10.) but also more confident in their farming skills (2.1.11.) than farmers willing to operate smaller farms or farms the same size than what they would have under pre-accession policy. They are also less convinced that decoupled payments will be maintained (6.1.1). Farmers who are planning to operate smaller farms under SAPS are more incline to think that farm land should be used for agricultural production only (2.1. and appreciate more the non-pecuniary benefit of farming (2.1.6.) than farmers not willing to change their plan across scenarios. They are also more concerned about keeping their farm running (2.1.12.). Finally Farmers who plan to operate larger farms under SAPS feel that they need commodity price support (2.1.8.) and feel more pressure from people around them to produce landscape (2.2.2.) and not to take offfarm jobs (2.2.4.) than farmers willing to operate smaller farms.

Table 4-77: Change in growth planning and goals, attitudeso credibility So to summarise farmers willing to increase the size of their farm more are farmers less concerned about production, more confident about their adaptation skills and seeking supports. They are therefore dynamic farmerso while farmers willing to operate smaller farms are more likely to keep all their land in production and enjoying the lifestyle and keeping their farm running, they therefore may be seen as more conservative and more willing to just carry on with their farming activities. We can 

Groups compared

Description of groups tt4 note once again that even if expectations towards the future of the policy differ across farmers depending on their intention to grow, there are no strong elements to make us think that farmers will respond shategically to the change in policy.

A. Conclusions

The general conclusion of these analyses of farmers' responses to the implementation of decoupled payments in Slovakia is that because payments will generally increase with the reform more farmers are planning to stay longer or grow. It also appears that the farmers the more willing to grow are more confident in their skills, and more flexible in their responses (no pressure to keep the farm running). They are also more incline to consider landscape production as something the society value and farmland as an asset which can be used for other thing than producing. This analysis of individual farms, however, only gives a partial picture of the likely impact of the reform in this country, as corporate farms still exist there.

Therefore, information was collected on corporate farms as well and is presented in the next section. Additional insights into the specific issues related to the 2003 CAP reform on corporate farms can however be found in Deliverable 22. To complete the picture, corporate farms in Slovakia were also interviewed. 152 farms were surveyed and all had FADN records. Among them, they were 101 cooperatives and 5l companies, including 43 limited liability companies and I joint- stock companies. Farms are mostly of mixed production . They are very large, 1,866 ha on average (Table 4-79). The shares of external factors (rented land and hired labour) are 100 percent for most of the farms. The characteristics are not different between cooperatives and companies. Only 3 farms in the whole sample are not members of the Agrarian Chamber. 51) Cooperatives (101) All farms (152) Table 4-78: Characteristics of the farms surveyed in terms of type of farming and ESU; shares of farms in2002 (%) Note: Shares calculated on a reduced sample only: 124 farms, including 88 cooperatives and 36 companies.

Table 4-792 Characteristics of the farms surveyed; sample's averages in 2002 For further analyses, farms were split into two size groups, small and large farms, based on a cluster analysis using five size characteristics from 2002 FADN: UAA in ha, labour in AWU, value of capital stock, value of sales and value of total revenue including subsidies. A two-step cluster based on the log-likelihood distance was performed. Two clusters were identifÏed; their characteristics are displayed in UAA (ha) Companies ( 51) Cooperatives (101) All farms (152) Cooperatives have more members than companies have partners, and have more directors. But the average number of managers is similar between both legal forms.

As shown in Table 8-97 in Annex 6, the majority of the respondents were managers on the farm; the rest were directors or accountants. Respondents were quite young (48 on average), and they had a relatively long education (up to 22 year old on average).

There are no big differences between respondents from cooperatives and respondents from companies, except for the share having agricultural education (higher share among companies than among corporate farms). 4-82, in Scenario 2 more farms intend to increase their area than in Scenario I (34% vs. 9Yo). However, more farms also intend to decrease their area (9%in Scenario 2 vs.40Â in Scenario l). When the stated intention inarea change are compared between the scenarios, it shows that the introduction of SAPS gives incentives to farms to increase their area but that the majority of responses have no discrepancy between Scenarios 2 and 3 and therefore coupled top-ups are crucial in giving incentives to farms to increase their area. Table 4-83 shows that the intended value ofarea increase is larger in percent than the intended value ofarea decrease, for the whole sample. This is in particular very obvious for companies. However, for cooperatives, it is the opposite: the value of intended decrease percentage is larger than the intended increase. As shown in Table 8-99 in Annex 6, area decrease is rather intended by reducing the land rented in, followed by converting some land to non- agricultural activity. As for area increase, the most frequent intended way is by increasing the land rented in. 

B. Production activities

More respondents intend to reduce the farm idle land under Scenarios 2 and 3 than under Scenario I (Table 8-100 in Annex 6). More respondents intend to start or increase COP production under Scenarios 2 and 3 compared to Scenario I (showing the effect of SAPS), and under Scenario 2 compared to Scenario 3 (showing the effect of coupled top-ups). Howevero the share of respondents intending to decrease their COP area increases from Scenario I to 3. The share of respondents intending to decrease under Scenario 2 is less than the number intending to increase under the same scenario, but under Scenario 3 the share of respondents intending to decrease is It9 larger than the number intending to increase. This confirms that top-ups give incentives for crop production (Scenario 2), but that once they are removed, incentives are not so shong (Scenario 3). Regarding the roots, potatoes and field crops, more respondents intend to decrease than to increase, under all scenarios. This might be explained by the fact that such production was not supported specifically.

Regarding forage and pasture, more respondents intend to increase than to decrease, under all scenarios. Regarding milk production, rearing and fattening cattle production and sheep, goat and other grazing livestock production, respondents intend to increase them, rather than decrease them. For both productions, the share of respondents willing to increase is larger under Scenario 2 than under the other scenarios, showing again the effect of top-ups. The trend is opposite for pig and poultry production. More respondents intend to decrease or quit this production rather than to increase it. 4.5.3.3. B. Non-agricultural on-farm or off-farm investment Only a few respondents (about 15 respondents, i.e. 10%) stated holding some off-farm assets in 1999 to 2003. The problem is that for those respondents where there is no answer, we do not know whether it is because their off-farm assets are 0, or because they did not know such information. For the respondents who answered, their offfarm assets' value was about 5Yo of their total assetso value (Table 4-84); the maximum answered was 35%o. As for the revenue and profit generated by such assets, very few persons could answer it. For the ones who answered, the off-farm asset revenue seems to be about 20Â of the total revenue only (with a maximum at I5oÂ), but their profit about 30% (with a maximum at 80%). With only a few respondents, it is difficult to identify a pattern of increase or decrease of off-farm investment over the period. If we assume that the persons who did not answer to the questions regarding off-farm assets have none of them (and not that the information was not available), we can investigate the characteristics of those holding off-farm assets (i.e. of those having answered) and of those who do not (i.e. of those having not answered). Table 8-103 in Annex 6 gives the characteristics of those farms holding some off-farm assets in at least one of the years 1999-2003, vs. those farms not holding off-farm assets in any of the years considered. Those farms holding some off-farm assets are on average larger and more livestock oriented than farms holding no off-farm assets. They are more productive (in terms of revenue per ha) and receive more subsidies per ha. However, more of them are located in LFA than farms not holding off-farm assets (this might explain the high subsidies per ha, i.e. LFA subsidies).

Table 4-84: Importance of off-farm assets before the policy change (%) Table 4-85: Intended change in non-agricultural investments (onand off-farm), according to scenariosl shares of farms (%o) ALL FARMS COOPERATIVES COMPANIES Regarding respondents' intentions about non-agricultural investments (both onand off-farm investment), Table 4-85 presents the share of respondents under each scenario. Most of the farms do not intend to change the scale of their investment activities under all scenarios. Comparing the scenarios, however, shows that the share of farms willing to start or increase the scale of their activities increases from Scenario I to Scenario 3. The difference between Scenario 1, on the one hand, and Scenario 2 or 3 on the other hand, is by a factor 2: e.g. l0o of the whole sample intends to start or increase under Scenario 1, while l9o intend to start or increase under Scenario 2, and 2lo under Scenario 3. This suggests that the introduction of SAPS gives incentives to invest in other sectors of the economy than agriculture. Similar trends are observed among the cooperative sub-sample, and among the company sub-sample.

As shown in Table 8-104 in Annex 6, agro-tourism and non-agricultural production are the most favoured activities to start or increase on-farm, while off-farm activities are more likely to start or increase in services and retailing. The value of intended investment, in both on-farm and ofÊfarm non-agricultural activities, increases from Scenario I to Scenario 3. Only one or two respondents intend to decrease or quit their activities in non-agricultural production, services or retailing.

The intended disinvestment is much lower on average than the investment intended by those wishing to increase or start activities. 4-86 report the average ranking of the value statements by the persons who answered the survey; possible rankings were from I "Strongly agree" to 5 "Strongly disagree". Corporate farms' respondents agree that farmers should produce food and fibres only (average ranking of statement 2.1.3 is 2.8) but their agreement is even stronger on the statement that farmers should produce landscape and environmental goods (average ranking of statement 2.1.4 is 1.9). They strongly disagree to statements that farmers should not be supported, in terms of price support, environmental support or income support (high ranking of statements 2.1.8, 2.1.9 and 2.1.10). Again they showtheir strong interest in environment, asthey disagree more to the statement 2.1.9 (average ranking 4.7)than to the other support statements 2.1.8 andZ.l.l0 (average rankings 4.5 and 4.4).

l"

T-Table 4-86: Average ranking for the value and belief statements by the persons who answered the survey (from I "Strongly agree" to 5 "strongly di As shown by Table 4-87, there is a significant difference in ranking of several value statements between respondents who are directors in the farm and respondents who are not. Regarding the view of farming, non-directors have a stronger "produceroo feeling than directors (lower average ranking of statements 2.r.2 and 2.1.3), and believe that people close to them also have such a strong feeling (lower average ranking of statements2.2.l and2.2.3). Regarding the perception of the CAP, directors seem to consider the CAP less restrictive than non-directors do ( -123 statement 2.1.13) and more necessary than non-directors do (higher ranking to statement 2.l.Il). 4-88 report the average ranking of the three credibility statements by the persons who answered the survey; possible rankings were from I "Not probable at all" to 6 "Very probable". Statements 6.1.1 and 6.1.2 ask whether the policy is credible, while statement 6.1.3 suggests that the policy is not credible. On average, corporate farms' respondents tend to think that it is probable that there will still be some payments (6.1.2). But they seem to think equivalently that payments might be in the form of decoupled (6.1.1) or coupled (6.1.3) support. There is no strong difference in opinions between the cooperatives' and companies' respondents.

2.9 * 2.0 2.4 2.2.3.They think that CAP support should help producers to maintain their farming activities.

4.0 ** 2.1 2.6 2.2.l.They think that farmers produce agriculfural commodities, only. As shown by Table 4-89, there is a significant difference in ranking of statement 6.1.1 between respondents who are directors in the farm and respondents who are not. Directors feel it more probable that decoupled payments will be maintained. (They feel it slightly less probable that payments will be recoupled, but the difference is not significant.) Table 4-89: Average ranking for the credibility statement 6.1.1. by directors and non-directors; ANOVA For further analyses, two two-step clusters based on the likelihood were performed on the three credibility statements. Firstly, the number of clusters was restricted to three. The three clusters identified represent the three different suggestions given by each statement, as shown in Table 4-90. Cluster 2 includes farms considering that no support payment is very likely in the future (high ranking of statement 6.1.2). Farms in Clusters 1 and 3 consider that payments are more likely to remain, but on a decoupled form for Cluster I (high ranking of statement 6.1.1) and a coupled form for Cluster 3 (high ranking of statement 6.1.3). 4-91 presents results from an ANOVA performed on the clusters' characteristics. They show that the "no payments" farms (Clustet 2) have a high revenue from sales per hectare and a low share ofsubsidies in their total revenue. The "coupled payments" (Cluster 3) are more likely to be found in Eastern Slovakia. This suggests that respondents answered to question 6 on the basis of what they hoped, and not what they expect to happen. AIIOVA Secondly, another two-step cluster model was performed, restricting this time the number of clusters to two. The two clusters identified represent opinions on the form of payments: Cluster I includes farms rather thinking that payments will remain in a decoupled form (high ranking of statement 6.1.1) while Cluster 2 includes farms rather thinking that payments will get back to a coupled form (high ranking of statement 6.1.2), as shown inTable 4-92.

5.2 3.9 2.8 6.L.3. Payments will be recoupled to agricultural production. In Scenario l, farms intending to decrease their area are large, rather livestock oriented, with non-agricultural activities, located in unfavourable areas, and think that payments are likely to be removed in the future. Farms intending to increase their area are small, with high productivity (revenue per ha) and high subsidies per ha. In Scenario 2, farms intending to decrease their area are large, rather livestock oriented, located in unfavourable areas. Farms intending to increase their area are small and with high productivity. In Scenario 3, farms intending to decrease their area are located in favourable areas and have high subsidies per ha. Farms intending to increase their area have high productivity (revenue per ha) and high subsidies per ha, but located in unfavourable areas. In summary, under Scenarios I and 2,large farms intend to decrease their area while small farms intend to increase, but under Scenario 3 there is no clear cut opposition in terms of size. Under Scenarios I and 2 and livestock oriented farms intend to decrease their area but there is no difference in terms of production under Scenario 3 intentions. Under Scenarios 1 and 2 farms located in LFA intend to decrease their area, while under Scenario 3, by contrast, those farms intending to increase are in LFA. Regarding productivity (revenue per ha), under all scenarios productive farms intend to increase their area. Regarding the subsidies, under all scenarios farms intending to increase their area have high subsidies per ha. Farms intending to decrease their area under Scenario I have low subsidies per ha, but under Scenarios 2 and3 have high subsidies per ha.

Comparing two scenarios show that those farms willing to decrease their area even more under Scenario 2 than under Scenario I are large (in terms of UAA only) and are located in unfavourable areas. Those farms willing to increase their area even more under Scenario 2 than under Scenario t have more diversification activities, are highly productive (revenue per ha) and have low subsidies per ha. Those farms willing to decrease their area even more under Scenario 3 than under Scenario I are small, are located in favourable areas, and think that payments are likely to be recoupled. Those farms willing to increase their area sven more under Scenario 3 than under Scenario t have more diversification activities, are highly productive (revenue per ha) and have high subsidies per ha. Those farms willing to increase their area even more under Scenario 2 than under Scenario 3 are highly productive (revenue per ha), have high subsidies per ha, and think that there is more chance that payments are removed in the future. The cunent study focuses on farmers' plan to exit or remain in farming in a 5-year time horizon and, for those staying, on their plans to grow or not within the same period. Farmers were asked to state their intentions under different policy scenarios corresponding to a status quo scenaio (continuing Agenda 2000 for EU-15 countries and continuing pre-accession policy for NMS), the current policy in place, i.e. the SFP or SAPS as implemented in the country concerned6, and a hypothetical scenario of full-decoupling based on area paymentsT. Plans to leave farming were recorded directly through the intention survey. For the farmers planning to remain in farming at least for the next 5 years, plans to grow were also recorded through the intention survey. Farmers were asked whether they were planning to alter the size of their farm (in area) under the different policy scenarios and if they were planning to alter the size of their farm by how much would they decrease or increase it. As explained in Chapter 3, change in farm size was transformed into a discrete variable taking value 1 if they were planning to grow and 0 otherwise to allow for a valid econometric analysis of the underlying determinants of growth.

The variables tested as determinants of exit and growth are taken both from the intention survey and matching FADN records for years prior to the change in policy (see Table 5-1). The variables tested, their computation and sources are listed in the table below. It must, however, be noted that for France the FADN records available were incomplete and therefore not fully consistent with the data available for the other countries. The data availability and definitions are therefore slightly different. Similarly, in Slovakia information on debts is not recoded in the FADN, restricting the variables useable for this country.

6 Excepto as explained before, in England where the policy is a dynamic hybrid moving from historical payments to regional area payments. There, the second scenario is a static scheme fully based on historical payments.

7 In Sweden the third scenario was not analysed as it was too similar to the policy actually implemented in the country. Share subsidies in revenue (%) ShSub *and#In FADN record was incomplete, the variables marked with an * are computed using the output instead of the total value of sales, and the variables marked with a # are computed using total depreciation instead of depreciation ofcapital assets only (i.e. total depreciation minus depreciation ofcirculating capital), E: England, F: France, Sw: Sweden, L: Lithuania, Sk: Slovakia

The variables tested were chosen to give a broad description of the farms sampled and to allow for the foreseen impacts of the reform to be tested. Therefore, they include farmers' characteristics relating to the likely life-cycle pattems (age and succession status). Farmers' education level, their manage.rial experience on-farm, their experience working outside the farm (total working experience ofÊfarm) and a variable measuring the time spent by operators on the farm (AWU)8 in years were also included to take the human capital into account. Those variables capture both information on farmers' ability on-farm and their opportunities off-farm. This is important when considering a policy change expected to contribute to a re-allocation of resources on-/off-farm as the payments become independent from the production decisions. The variables tested also included a measure of household dependency on on-farm income (the share of the household income derived from farming or the value of household income derived from farming, depending on the country). Farms' characteristics were also taken into account. The farm size in hectares was included in the initial specification as it could provide an indication of the amount of support the farm was likely to receive under the decoupled schemes, based on past area payments.

The same variable is also useful to measure the impact of initial farm size on the likelihood to remain in farming and to grow. An indication of the fam profitability was provided through the Value Added (VA) without net curent subsidies per hectare and per AWU. Because payments differ according to farm location in LFA regions or not, and because farmers operating under more difficult agri-environmental situations t Both a continuous variable and a dummy variable taking the value I is operators were spending 0.75 AWU or more on farm per yeal before the policy change were used in turns (when available) and the significant one or the one providing for the best likelihood ratio score was kept. l3l have a more restricted choice of production activities, dummies for farms located in LFA and mountainous LFA regions were also includede. Farm specialisation may also be an important factor in terms of the impact of the policy change as the amount of payments received before the policy reform was commodity specific and because, in some countries, some payments remain coupled, as presented earlier. Therefore, farm specialisation prior to the policy reform gives an indication of whether farmers are going to lose out or gain from the policy change in terms of amount of support.

Dummies for farm specialisation (COP, dairy and other cattle) were included whenever available. Share of crop in total revenue was also tested, as this variable was available for all countries. Although less precise, it can also provide an indication of farm specialisation. The overall dependency on subsidies was measured through the share of net current subsidies in the revenue. The share of the on-fatm revenue derived from non-agricultural activities was also included as farmers gaining additional revenue from their farm assets might be more reluctant to exit or grow by expanding their farm area. Finally a measure of indebtness was also included, namely leverage, as it can provide important information. First, it can provide an indication of farmers past behaviour and their risk-taking attitude. Second, the payments provided under the 2003 CAP reform constitute a transfer which can help indebted farmers taking on more loans or paying back their current ones. Indebted farmers may however also find it more diffrcult to adjust to a change in policy as their borrowing capacity is lower.

The variables listed in Table 5-l were, first, tested for collinearity based on the conelation matrix. Once strongly collinear variables were removed, the set of remaining variables was used for the estimations. Statistically insignificant variables were removed one by one to achieve a parsimonious specification for each scenario.

The final specification for each country includes all variables that were significant under at least one scenario or in the pulled scenario estimation to allow for easier comparisons. The model statistics are presented in the respective countries Annexes.

As collinearity was a problem, for each model the condition index has been reported (collinearity problems exist when the condition index is greater than 20). The model significance, based on a likelihood ratio test, has also been reported together with the e Three categories were therefore created: "not in LFA", "LFA mountainous" and "LFA not mountainous". The initial specification included "LFA mountainouso' and "LFA not mountainous" only, which were replaced by "not in LFA" if this served to improve the model. share of correct predictions of the model. This is useful to assess the fit and performance of the model. Model results are also presented in Annexes. A summary of results for all five countries can be found in section 5.7.

Analyses were canied on a comparable sample across the scenarios. This means that is, only farmers stating their intentions under all the scenarios and respondents for which no information was missing on the variables tested were included in the analysis. This decreased the sample size but was necessary to make valid cross-scenario comparisons. Table 5-2 below summarises some characteristics of the samples analysed. Characteristics of farms and farmers across the five countries differ widely, both due to the country specific situation and to the characteristics of the IDEMA sample. Focusing on operators' characteristics first, the ageing of the farming community is evident, as the average age of the farm operators in all countries is high (between 50 and 55). However, in the French sample their average age is 44. This important difference might be a consequence of the fact that the data were collected through a specifrc interview (as opposed to other countries, where the data was collected jointly with the information required for the FADN) and that younger farmers may have been more willing to take part in the survey. The younger age of the French farmers has an impact on other key variables such as the managerial experience of farmers. French farmers tend to have less managerial experience than their other EU-15 counterpart. Farmers from the NMS, however, despite being 50 or above on average, do have little managerial experience on-fann compared to the farmers in England or sweden. [n the NMS, many of the farm managers are new, emerging due to the agricultural reform in the 1990s. This situation is further evidenced by the large off-farm experience of the operators from the NMS. In Slovakia in particular, operators have on average 19 years of off-farm work experience, compared to two or three years in England and France. Inter-generational transfers seem to create problems as 30 percent or more of the farmers interviewed in England, Sweden and Slovakia had no successor. Looking at farms' characteristics, there is a clear difference between NMS and OMS concerning the share of revenue stemming from non-agricultural activities on the farm. Indeed, the Lithuanian and Slovakian samples record a very low level of additional non-agricultural revenue generated by the farm asset (respectively six percent and two percent on average). In Sweden, this figure is still relatively low (10 percent), but greater than in the NMS.

Finally in England and France, 30 percent and 55 percent, respectively, of the revenue has been derived from non-agricultural activities. This is consistent with other studies which indicated that the diversification in NMS was limited and hindered (Chaplin, et a1.,2004). The share of revenue stemming from crop production is higher in the NMS (52 percent or above compared to 26 percent or below for OMS). As stated earlier, farms' leverage is an indication of indebtness and risk-taking behaviour. It is defined as the ratio of debt over equity. The average leverage in Lithuania is negative due to two negative observations. Negative observations are very surprising as lenders should not be willing to provide loans amounting to more than the equity of the farm. However, the negative observations were kept as other collaterals may have been used (e.g. guarantees by family and friends). Overall, it still appears that the leverage ratio is lower for farms in Lithuania, as farmers tend to bonow less there than in the EU- I 5. Considering the share of net current subsidies in the total revenue, averages differ widely across countries. In the Swedish sample, subsidies amount to 24 percent of the revenue (which is close to the national average in 2002 of 22 percent). This means that the Swedish farmers are the more supported on average as in comparison, in the IDEMA sample, subsidies amount to 17 percent of the revenue in France and Slovakia, 14 percent in England and l0 percent in Lithuania. Farmers in NMS will see the amount of support they receive increase in the coming years, with the implementation of SAPS, while payments in the OMS are expected to remain stable.

Finally, the average VA generated on-farm (excluding net current subsidies) per hectare and per AWU in the IDEMA sample is also reported. This is an indication of the farm performance. As expected, the VA (per hectare or per AWU) is greater in the OMS compared to the NMS. Among the OMS, the best performing one is England followed by France and finally Sweden. This ordering is consistent with the national averages for the total sample of FADN farms in 2002, even though, French and English farmers in the IDEMA sample perform better than their respective national averages (the average VA per AWU, including subsidies, is 25,742 euros per AWU and 32,386 euros per AWU in France and the UK respectively). Among the NMS considered, Lithuanian farmers perform better than Slovakian farmers. This is not consistent with the national averages for the total sample of FADN farms in 2004, where the figures for Lithuania and Slovakia are comparable. However, the Lithuanian farms in the IDEMA sample perform better than the national average. Table 5-3 summarises farmers' intentions to stay and grow in the five country samples considered for the econometric analysis. Focusing on the OMS, consistently with the descriptive statistics per country presented earlier (Chapter 4), exit plans are little affected by the change in policy in England and France. For those planning to stay, very few English farmers want to grow and their plans are not changing depending on the policy in place. In France, the share of farmers willing to grow is generally greater and a larger share of interviewed farmers is planning to grow under the baseline scenario or the implemented CAP reform than under the full decoupling. ln Sweden, alarger number of farmers are planning to exit under decoupled payments compared to continuing Agenda 2000, but among those staying, the share of farmers l0 Farmers who spend the equivalent of 0.75 AWU on the farm or more per year l3s where policies do not seem to impact on structural change. In France, it appears that structural change would have been greater if the policy chosen had moved closer to full decoupling. Finally in Sweden, the policy change can be expected to have greater consequences on structural change.

Table 5-3: Intentions to stay in farming and grow in the 5 countries studied

In the NMS, the policy change is both an increase in payments and a decoupling in the form of payments. In Slovakia, more farmers are likely to stay under decoupled payments compared to continuing pre-accession policy, and among those planning to stay, a larger share is planning to grow under the baseline scenario than under full decoupling, but the largest share of farmers willing to grow is observed under SAPS with top-ups. In Lithuania, however, the policy change has little impact on exit decisions. Concerning growth, a larger share of farmers is planning to grow under the two accession scenarios than under the pre-accession one.

The share of farmers willing to grow is greater when top-ups are distributed. Overall, farmers' plans in the NMS are consistent with an increase in payments, even though they differ across country with accession encouraging farmers to grow in Lithuania and to remain in farming in Slovakia.

The samples were used for individual analysis per country and scenario, as presented in the remaining of this chapter. They were also used in an analysis per scenario for the five countries studied simultaneously. The results of this second analysis are presented in Chapter 6, Cross-country analysis.

England

In England, the variables tested are listed in Table 5-1. However to limit the collinearity problems, one variable, namely operators' managerial experience on- farm, had to be excluded. This variable was correlated at 50 percent with age. This level of coruelation may appeae to be low, but the inclusion of both age and managerial experience yielded estimates with a counter-intuitive sign for age. The model validity and the estimates are presented in Annex 2 (Table 8-l l to Table S-18).

The significance of the models for stay/exit and growth decisions is high under all scenarios and the overall prediction is good. Collinearity levels among variables, as measured by the conditional number, are acceptable (below 20).

As observed by the descriptive statistics, English farmers did not intend to undertake substantial adjustments in their strategic decisions. The econometric estimates confirm this. The drivers of intentions to exit and grow remain the same irrespective of whether farmers were facing the scenario of continuation of Agenda 2000 direct payments, SFP based on historic entitlements or fully decoupled flat regional payments. Socio-economic characteristics of farmers are signihcant. Older farmers have a higher probability to exit, as well as COP specialised farmers and farmers who had a higher VA per hectare (without net current subsidies) before the policy reform. The latter seems counter-intuitive, but anecdotal evidence in the UK
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suggests that some good farmers claim that they cannot achieve anything more in farming, so they contemplate to leave agriculture.

For those who would like to stay in farming and would like to increase the area of the farm, the main drivers are the labour productivity measured as VA without net current subsidies per AWU. Therefore, although some good farmers in England would like to leave farming, amongst those who stay, the better ones with more productive, thus probably more qualified and better managed labour, would like to expand their farm size. Less risk-averse farmers are also more likely to grow. This is substantiated by the statistical significance of the leverage for England. A higher leverage indicates a risk-taking attitude (Jensen and Langemeiet, 1996).In previous studies of farm growth in the UK, it has been argued that'othe entrepreneur [...] willing to take risks and increase his leverage is able to grow faster" (Upton and Haworth, 1987,p.354).

Barriers to growth seem related to the socio-economic characteristics of the farmer. Older farmers are less likely to grow, as well as farmers with a high general education, e.g. university degree or other post-school diploma. The latter might be related to the decreased attractiveness of farming to people with a higher level of general education due to the wider opportunity for non-farm activities and income generation. This has been suggested by various works studying the effect of human capital on on-/off-farm decisions (Lass and Gempeshaw, 1992; Weersink et al.,

I 9e8).
In summary, England is an extreme case in which it seems that the change in policy scenarios do not change either the drivers of, or the barriers to exit and growth.

At least, this is what the analysis of intentions in short-to mid-term indicates'

France

In France, one variable had to be removed to reduce the level of collinearity in the models. Similarly to England, operators' managerial experience on-farm was collinear with age (conelated at 90 percent) and could not be included in the initial specification. Tables summarising models validity and estimates are presented in Annex 3 . The models for stay/exit and growth are significant at l0 percent or less under all scenarios and the overall predictions France, similarly to England, does not show substantial adjustment of farmers' behaviour across scenarios (although, as evident by the descriptive statistics, there are slightly more farmers changing their plans across scenarios than in England).

Consistent with the ex-ante expectations, there are no changes in the determinants of farmers' plans between Scenario I (continuation of Agenda 2000) and Scenario 2 which incorporates the French decision to implement partially decoupled payments.

This supports the view that using all options available to avoid the decoupling of support payments does not bring any of the expected benefits of the 2003 CAP reform. However, when an artificial full decoupling scenario was imposed on the farmers, several changes in the factors stimulating exit from farming or the decision to increase the farm size emerged.

In the three scenarios, the age and the lack of successor are significant factors for the decision to exit within the next 5 years. As expected, older farmers are more likely to exit, as well as farmers who have no successor to pass on the farm to. Under the three scenarios, the standard factors influencing farmers' decision in the EU apply.

Both age and the lack of successor can increase the likelihood of exit. If the 2003 CAP reform is represented by fully decoupled payments, then farmers who would like to stay are those who could capfure more payments due to a larger farm arca and those who might be able to compete under decoupling because of their generally good performance. Thus, farmers with larger total farm area and higher VA (excluding net curent subsidies) per hectare are less likely to exit.

Similarly, regarding growth, the analysis indicates some results consistent with the prior expectations. Under Agenda 2000 and the partial decoupled payments, older farmers are less likely to grow, but farmers who benefited substantially from area payments, namely farmers with a higher share of crops in the value of output, are more likely to grow. If the payments were fully decoupled, the factor of crop specialisation would not have had any effect which indicates the potential impact of the policy change. In the Swedish sample, the correlation matrix did not allow to identi$ collinear variables and the full specification was tested. However, the variables that were not statistically significant were removed one by one to obtain parsimonious specifications. Tables summarising models validity and estimates are presented in Annex 4 . Under all scenarios, the models for stay/exit and growth are highly significant and the overall predictions are acceptable. Collinearity level among variables, as measured by the conditional number, is below 20 for all models.

Farmers in Sweden are by far the most responsive of the respondents in the three OMS considered. As it can be seen from the descriptive statistics, farmers' plans change significantly across scenarios for both exit and growth decision. However, the strongest changes are observed in respect to growth.

Without a policy change the only significant drivers pushing farmers out of agriculture are the age ofthe farm operator and the share ofsubsidies in the revenue.

As expected, the older the operator, the higher the probability to exit agriculture and the lower the probability to plan to expand the area of the farm. The analysis confirmed the hindrance created by the CAP subsidies to structural change. When we control for age, the farmers who received a higher share of subsidies in the revenue before the 2003 reform are less likely to leave farming. In addition, the marginal effect of subsidies on the likelihood to stay in farming is relatively high (10 percent increase in the share of subsidies in the revenue makes it 40 percent more likely that the operator will stay). The decoupling of subsidies does change the drivers. Subsidies are not anymore a significant factor affecting the farmers' strategic decisions to exit farming or grow. Only the age appears important in the decision to stay or to leave farming.

Farmers' intentions to grow under the decoupled payments provide interesting policy insights, as the determinants of growth differ across scenarios. The only common driver of growth across scenario is the VA without net current subsidies per AWU, as better performing farmers are more likely to grow under both scenarios. However, those farmers who have benefited from pillar II payments before the 2003 reform seem less likely to continue expanding their farm area under the decoupled payments. This suggests that some pillar II payments for e.g. diversification, r-I r" environment, and haining might have been effective in decreasing the reliance on income generated through the growth of farm production activities. One of the losers from the reform, namely farmers specialised in COP (Ekman, 2004; Ministry of Agriculture Food and Consumer Affairs, 2004), have lower probability to grow under the 2003 CAP reform. This is another signal that the reform might be effective in its aim to reduce the policy incentives for farm productive growth.

Lithuania

In Lithuania, the variables measuring the VA without net current subsidies per hectare and per AWU were correlated at 70 percent and were therefore included in the model in turns to limit the collinearity problems and to allow for the model with the best fit to be identified. No other clear correlation was identified among variables from the correlation matrix. However, the condition index for the full-specification remained high, indicating the existence of more complex multi-collinearlty problems.

Removing insignificant variables one by one allowed for the identifîcation of more parsimonious models, but for the stay/exit models the condition numbers remain high (slightly above 20) and in Scenarios I and 3 for growth, no model was found to be significant. Tables summarising models validity and estimates are presented in Annex 5 (Table 8-68 to Table 8-75).

Lithuania was chosen for the analysis to help understand how the newly emergent individual farmers would respond to policy changes. As explained previously, there are two policy changes incorporated in the post-accession CAP package. The first one is similar to the policy shift in the EU-15, namely the replacement of pre-accession commodity coupled policy with a flat area payment. The second one is the very introduction of the CAP instruments which has increased the level of support granted to Lithuanian farmers. As presented in Table 5-3, there is no clear evidence about the change in exit decisions according to scenario. However, with respect to growth intentions, a larger share of farmers intend to grow under Scenarios 2 and 3. This indicates that farmers are more likely to grow under the CAP either with top-up coupled payments or without them. Looking at individual scenarios, under the continuation of pre-accession policy older farmers and farmers with a larger ofÊfarm experience were more likely to exit in the next 5 years. The latter is consistent with previous studies which have found a significant correlation between the ofÊfarm work experience and off-farm work participation (Mishra and Goodwin, 1997). Off-farm work experience has a positive effect on the demand for farmers' labour outside the farm (Robinson et al.,l9S2). Controlling for farmers' ug", these greater opportunities for off-farm work related to experience, could explain the higher probability of those of Lithuanian farmers who have more off-farm experience to leave agriculture early. Farmers who have not identified their successor are more likely to stay. Under the SAPS plus top- up payments, the lack of identified successor looses its importance in the decision to exit farming. Under the full decoupling, another determinant to the decision to stay in farming is the total time spent on-farm before the policy change. The full-time farmers are more likely to remain in farming.

A large share of the farmers who would like to stay in farming would like to grow.

Under the pre-accession policy, highly indebted farmers were obviously constrained in their intention to grow. Leverage is negatively and significantly related to the decision to grow. Under the decoupled payments this impediment disappears. Indeed, as SAPS constitutes a stable and increasing stream of income for the beneficiaries, the payments increase farmers' repayment capacity and provide them with more ground on which to pledge for additional loans. Within this framework, if farmers are willing to borrow more funds to grow, they are more likely to find lenders (Collender and Morehart,2004).

Slovakia

In the sample of individual farms, the total number of years spent working off-farm (totexpof) was highly conelated with age (at 80 percent) and was therefore excluded from the initial specification. Tables summarising models validity and estimates are presented in Annex 6 .

Contrary to Lithuania, Slovakia has a mix of individual and corporate farms.

Even the individual farms included in FADN and in the IDEMA sample are relatively large, 187 ha on average. The farmers' intentions presented in Table 5-3 seem to be consistent with the school of thought that the CAP payments would impede the r- [START_REF] Ciaian | Land Market Imperfections and Agricultural policy Impacts in the New EU Member States: A partial Èquilibrium Analysis[END_REF]. under the cAP payments, either with or without top-ups, more farmers would like to stay in agriculture within the next five years. This seems to contradict the main spirit of the 2003 reform which aims at increasing the competitiveness of European agriculture which, in furn, necessitates strucfural change.

Looking at individual scenarios and focusing on the decision to exit or stay, under the CAP payments with or without top-ups, the only identified significant variable is the farm size measured as farm area before the policy change. Larger farms have a lower probability to exit within 5 years under CAP payments. Farm size does not influence exit decisions under the pre-accession policy. This suggests that the policy change is likely to provide incentives to large farmers to stay in agriculture.

Those farmers will be receiving alarger amount of payments as the subsidies are paid per hectare.

Considering growth, the operators with more farm managerial experience were less likely to grow under the pre-accession conditions, probably because they were more aware of the imperfection of the land market in Slovakia and the diffrculties for individual farmers to buy or even rent in more land (IDEMA Deliverable 9). It also may be the case that farmers with more managerial experience have faced years with very low returns from farming during the transition and are less keen on increasing their land area than the less experienced ones. However, this banier to growth disappears under the other scenarios. Under the CAP payments with top-ups, farmers who have not identified a successor and are not located in LFA are less likely to grow.

The latter is consistent with the fact that farmers in those regions are not receiving supports as high as in LFA regions. However, under CAP payments without top-ups, the situation is reversed. Even though the payments in LFA regions remain higher, farmers who are not in LFA regions are significantly more likely to grow than farmers in LFA regions. Farmers in non-LFA regions are those who are the most likely to generate profit through production activities and the increased freedom in the choice of production activities under full-decoupling may appeal to them. To summarise, the variables found significant and the direction of their impact on the decision of interest are presented in Table 5-4 to Table 5-9. Although these tables are useful to compare farmers' responses in the individual countries across the scenarios, they cannot illuminate the extend to which the countries' specific characteristics are significantly influencing the intended response to the policy change, even after conholling for such standard factors as life cycle, farm structural characteristics and farmers experience. The cross-country comparisons that can illuminate this issue are the subject of the following chapter. Table 5-7: Summary of the significant variables for each country under Scenario 2 Q003 CAP reform as implemented in the countries) -Growth plans This chapter presents a comparative analysis of the five countries studied for the individual farms only. First, the determinants of exit and growth are investigated for the five country samples pooled together (including country dummies), under the baseline scenario (scenario 1) and the flat rate regional payment scenario (full- decoupling scenario, common to all five countries;ll. This develops the work presented in Chapter 5 by aiding cross-national comparison and allowing conclusions to be drawn concerning responses to policy reform at the European level. From this analysis, conclusions are drawn on the counhies' diverging patterns of reaction to policy change. Then, a second analysis is conducted based on attitudes to agricultural policy and intentions in the context of the 2003 CAP Reform. As indicated in Chapter 3 (Methodology), groups of farmers with similarly held attitudes are identified using cluster analysis to investigate whether differences in attitudes are defined predominantly according to national country characteristics, OMS or NMS, size or other criteria.

Exit and growth: Introduction to the econometric analysis

In this section an econometric analysis of exit and growth, similar to the one performed in Chapter 4 for each country individually, is performed for the pooled sample of farms across the five countries considered. Because of the diversity of situations within the five country samples, the identification of similar or diverging patterns of adjustment to decoupling is of interest when trying to understand the differential effect of policy reform. In order to investigate these patterns, Probit models were run for the pooled sample, looking, in turn, at the decision to stay and grow. The probit models for staying in agriculture and growth follow the approach detailed in sections 3.2.2 and 3.2.3 respectively.

The choice of variables included in the cross-national analysis was restricted to those that were available for all five country samples, and is therefore a subset of the variables used in the analysis presented in Table 5-1. The set of variables tested is lr It is Scenario 3 in all countries except Sweden, where the actual implementation of SFp (Scenario 2) is quite similar to a full decoupling scenario with regional flat rate area payment, so that Scenario 2 is therefore considered for Sweden. l5t as follows. Variables relating to the family life-cycle were included (age and succession status), as well as operators' off'farm experience. The total area of the farm was also incorporated into the analysis. To take farms' specialisation into account, the share of crops in farm revenue was included, as well as the share of non- agricultural revenue generated on-farm. Dependency on subsidies was measured as the share of net current subsidies in total revenue. Farms' performance was initially assessed through two proxies: farm net VA without net current subsidies per hectare and per AWU. However they were not used directly, as one would expect restructuring, such as the buying and selling of land, to be principally governed by a farm's relative performance compared to others within the same country. Instead, within each country, aî indicator was computed measuring the farm's relative performance. This indicator is defined as the VA per ha or AWU of the farm multiplied by 100 and divided by the VA per ha or AWU of the best performing farm in the given country. Using those scores, the impact of the policy is assessed against the relative performance of each farm, with respect to the situation in each countryl2.

As with the analysis of individual countries, the full specification was tested first. Insignificant variables were then removed one by one to identiff more parsimonious models. Country dummies were, however, kept even if not significant to be able to directly assess their impact on the model. England was chosen as the reference category, as farmers' decisions in this country are stable across scenarios.

The sample includes 737 observations (it was described on a country by country basis in Chapter 4). Farmers' intentions to stay in farming in the next 5 years and, if they stay, to grow within the next 5 years have been presented in Table 5-3. However, as this analysis is only concerned with two scenarios, a summary of farmerso intentions under the two scenarios considered can be useful: as could be seen from the descriptive statistics per country presented earlier (Chapter 4), exit plans are little affected by the change in policy in England, France and Lithuania. For those planning to stay, once again English farmers' plans to grow are the least affected by changes in policy. However, in France, a larger share of interviewed farmers is planning to grow under the baseline scenario, but this share decreases with decoupling. Finally, the reverse is observed in Lithuania. In Sweden, alarget number of farmers are planning to exit under decoupled payments compared to a continuation t' A similar computation was used for land area, but its use did not change the results of the models and made the inter.prôtation less straightforward. Land area was therefore used directly in the estimations. r L t of Agenda 2000, but among those staying, the share of farmers willing to grow increases with decoupling. On the contrary, in Slovakia, more farmers are likely to stay under decoupled payments compared to continuing pre-accession policy, and among those planning to stay, a larger share is planning to grow under the baseline scenario, but this share decreases with decoupling. Farmers' responses to the policy change therefore differ widely across countries and there is no simple NMS/OMS divide. Characteristics of the sample were provided in Table 5-2. Estimations' results are presented in the next section.

6.2. Determinants of exit and growth Models of exit and growth are robust under both scenarios; being highly significant, with acceptable levels of collinearity and good overall predictions (see Table 8-l I I to Focusing on the significant variables, family lifecycle factors (age and succession status) seem to be more important in explaining exit/stay rather than growth. Under the two considered scenarios, age and the absence of (or uncertain) successor have a significant impact on the decision to stay. Consistent with expectations, older farmers are more likely to exit. Farmers are more likely to stay if they have not identified a successor yet or to exit ifthey lack successors. Considering growth plans, only age has an impact, with older farmers being less likely to grow.

The impacts of the family lifecycle factors are consistent with expectations derived from the literature (Gasson and Errington, 1993).

It is also interesting to note that farmers operating larger farms are more likely to stay in farming under all scenarios, but farm size seems to have no impact on growth. Additionally, better performing farms (in terms of relative VA without net current subsidies per AWU; variable labelled REVANSW) are more likely to grow under the decoupled policy. If the general wisdom of an efficient land market is that land passes from less to more productive userso the intention data suggest that this is likely across our sample, and also that the overall impact of the reform may fit with its objective of improving farmers' competitiveness. This is an important finding given one of the objectives of policy reform is to improve the competitiveness of European agriculture (CEC, 2002).
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Additionally, in both the exit and growth models, country dummies are significant, even when family lifecycle, size, relative VA and farmers' experience are controlled for. Therefore, differences in intentions cannot purely be reduced to differences in age and family lifecycle across the samples for the different countries.

Moreover, as evidenced by the magnitudes of the coefficients in Table 8-1 13 to Table 8-116, there is no clear divide between NMS and OMS. This suggests that in understanding structural change in European agriculture researchers should embrace a nuanced view, avoiding crude generalisations about contraction in the west and expansion in the east. Moreover, in explaining farmers' reactions to policy reform there is a need to embrace more sophisticated conceptualisations of both agency and structural (environmental) factors. Psychological models of decision-making suggest that attitudes play a crucial role in explaining behaviour (Willock et al. 1999a\ and differences in attitudes cannot be reduced merely to an analysis of age, nationality or gender. Despite this, attitudes have received little attention in explaining farmers' decision-making and the next section seeks to provide a cross-national assessment of farmers' attitudes to agriculture and policy, understanding their linkages with decisions to exit and gtow.

Descriptive statistics on farmersn attitudes

The presentation of farmers' attitudes in Chapter 4 aheady provided some interesting insights into the farmers' attitudes and their link with the decisions to exit and grow in individual countries. However, a comparison of attitudes across countries may provide interesting information on similarly held attitudes and differences across countries. Table 6-1 andTable 6-2 present the distribution of responses for each Likert Scale for the whole sample and the mean scores for each country respectively' Table 6-l reveals that the majority of farmers strongly oppose policy liberalisation (in terms of the loss of price support, income support and subsidies related to the production of environmental goods). On these measures, less than 20 percent agree or strongly agree with notions of policy liberalisation with the greatest support being for subsidies linked to the production of environmental goods. The majority of farmers are pessimistic about their ability to make sufficient profits without policy support. t54

The agricultural focus of farmers is strong. Fifty eight percent strongly agree with the notion that 'ofarmers should not have to work off-farm to sustain their farming activities". Slightly more than two thirds of the sample agree or strongly agree with the statement that "farm land should be fully used for agricultural production". There is greater disagreement surrounding the values of friends and family, particularly concerning their views on what farmers do and whether CAP support should help farmers to stay in the sector. 'While the subjective norms are fairly varied, motivation to comply with the wishes of close friends and family is reasonably strong: about 70 percent agree or strongly agree with the statement that "whsn making key decisions about the farm I consult close family and friends". Keeping the farm running for a successor(s) is a major motive for farmers to stay in the sector. There is however a high degree of dispersion in responses to the possibility of off-farm employment: 26, 19, 21, 15 and 20 percent strongly disagree, disagree, neither agree nor disagree, agree and strongly agree respectively with the statement "I can easily find a job off-farm or increase the number of hours I work off-farm".

The mean scores for each of the fîve point Likert scales by country as well as the overall sample mean are reported in Table 6-2. To check for significant differences between countries ANOVA F-test scores are reported for a comparison (a) of the five countriesl3, 1b; between oMS and NMS. Significant differences are uncovered amongst countries for all of the Likert scales and between the OMS and NMS on the majority of items. Overall, the New Member States (Lithuania and Slovakia) are most strident in their opposition to policy liberalisation. Farmers in these two countries also record the highest mean scores for agreeing that "farm land should be fully used for agricultural production" and that "farmers should produce landscape and environmental goods". French farmers, somewhat surprisingly given national stereotypes, register the highest support for policy liberalisation, although it must be acknowledged that even in this country the majority rejects such a notion.

There is no clear disparity between NMS and oMS regarding the ease of employment diversification: overall Slovak farmers are the most optimistic about finding off-farm work and farmers in England and Lithuania the most pessimistic.

There is also a significant difference between Lithuania and Slovakia regarding 13 A .o.pu.iron of all five countries is presented here rather than a pair-wise analysis, as the analysis is not concerned with differences across individual countries per se but rather the disparities existing within the overall group of states. Farmers in Slovakia strongly reject this assertion in contrast to Lithuania which records the lowest mean score for agreement with the statement that "farmers should not have to work ofÊfarm to sustain their farming activities". This divergence may stem from the differences in mean farm sizes between the two states.

While national differences are interesting to report, it is important to investigate whether the country context is the most important factor in distinguishing groups of farmers with similarly held attitudes. This is investigated in the next sub- section, through the application of factor and cluster analysis. Table 6-2: Descriptive Statistics of mean Scores on Likert Scales by Country (from 1: strongly disagree to 5: strongly agree) I have to keep my farm running (to secure succession or for other reasons)

The CAP system of subsidies imposes too many restrictions on my future farming plans Locus ofControl I can easily find a iob off-farm or increase the number of hours I work ofÊfarm Empl oyvnent D ivers ifi c ati on My family and friends'views come first When making key decisions about the farm I consult close family and friends

Motivation to Complv

Friends and family think that farmers should not take ofÊfarm jobs or embrace new careers.

They should concentrate on farming

Friends and family think that CAP support should help producers to maintain farmine Friends and family think that farmers produce landscape and environmental goods Friends and family think that farmers produce only agricultural commodities Subiective Norms on Agricultural Focus Farming is a more rewarding job in terms of quality of life, independence, lifestyle, than it is in terms of money Farmers should produce landscape and environmental goods Farm land should be fully used for apdcultural production My farming abilities will allow me to maintain an adequate profit level, whatever the European apricultural policy in place A good farmer is a competitive producer of goods sold on the free market 

Cluster analysis

In conducting the cluster analysis, initial investigations identified that the formation of clusters was hampered by multicollinearity amongst the variables. To deal with this problem, as suggested by Ketchen and shook (1996), factor analysis was employed and the resultant factor scores for each observation used as the basis for clustering.

Factor analysis defines the underlying structure in a data matrix, analysing the nature of interrelationships amongst a typically large number of variables by defining a set of common underlying dimensions (factors). Data reduction may be achieved by calculating scores for each underlying dimension and substituting them for the much larger number of original variables (Hair et al., 1998). For the factor analysis in this study, the method of principal component analysis with varimax rotation was adopted.

This method assures that the obtained factors are orthogonal and therefore avoids the problem of multicollinearity between the variables used in the cluster analysis.

Factors presenting an eigenvalue greater than 0.9 were chosen with the cut-off applied for interpretation purposes being factor loadings greater or equal to 0.5 on at least one factor.

As explained in the methodology, the cluster analysis was performed in two stages. First, a hierarchical technique was used to identiÛr outliers and the number of clusters, and then profile the cluster centres. Then, the observations were clustered by a non-hierarchical method with the cluster centres from the hierarchical results used as the initial seed points. To profile and validate the clusters, each is assessed in terms of structural variables and behavioural intentions that were not included as variables used to derive the clusters. This is a part of the validation process, as this helps to evaluate whether the derived clusters are meaningful (Ketchen and Shook, 1996).

However, due to an absence of key variables (such as farm type and size as measured in ESU) in the French data, only the remaining four countries were included in the cluster analysis.

Two tests were applied to assess the validity of the factor analysis. The Kaiser- Meyer-olkim measure of sampling adequacy (Kaiser, 1970) is 0.61, indicating that the data matrix has sufficient correlation to justifu the application of factor analysis.

Bartlett's test of sphericity is large and statistically significantat the 1 percent level, therefore the hypothesis that the corelation matrix is the identity matrix can be r I l t rejected. These measures indicate that the set of variables is appropriate for factor analysis.

A nine-factor solution is adopted, choosing the factors that present an eigenvalue greater than 0.9 (Table 6-3). This solution explains 72 percent of the total variance in the data set, which is satisfactory [START_REF] Hair | Multivariate Data Analysis (Fifth Edition)[END_REF]. The first factor is associated with agricultural focus, as it relates to the statements concerning "farmers should only produce food and fibres", "farmers should not have work off-farm to sustain their farming activities" and similar statements relating to friends and family's views on these matters. The second factor relates to agricultural policy support, as the main loadings are for statements concerning whether farmers should receive commodity support, subsidies for the production of environmental goods and income support. The third factor is associated with motivation to comply with the values of others ("when making key decisions about the farm I consult other members of my family and close friends" and "my family and friends' views come ftrst"). Factor 4 can be interpreted as a measure of family and friends' views on agricultural policy (highest loadings for the statements "friends and family think that CAP support should help producers to maintain their farming activities" and 'ofriends and family think that farmers produce landscape and environmental goods"). Factor 5 is related to a statement about lifestyle ("farming is a more rewarding job in terms of quality of life, independence, lifestyle, than it is in terms of money"). Factor 6 relates to attitudes to the market ('oa good farmer is a competitive producer of goods sold on the free market'o and "my farming abilities will allow me to maintain an adequate profit level, whatever the European agricultural policy in place"). The last three factors relate to environmental orientation ("farmers should produce landscape and environmental goods"), locus of control ("the CAP system of subsidies imposes too many restrictions on my plans for the future of my farming activities") and employment diversfficotion ('\ can easily find ajob off-farm or increase the number of hours I work off-farm"). These factors form the basis of the cluster analysis. Using the uiteria outlined in the methodology section, a five-cluster solution was obtained. Table 6-4 profiles the clusters presenting the mean values for each of the variables included in the factor analysis. It also displays the results for the analysis of variance (ANOVA), conducted in order to check the statistical significance of differences between clusters.

As discussed above, a set of variables excluded from the cluster analysis and related to demographic and structural characteristics is used to help profile and validate the clusters (Table 6-5 to Table 67). These include size as measured in

ESUs, farm type, location in a LFA, employment history (years worked in farming, years spent managing a farm and years worked off-farm in manual or office work), household composition (number of household members aged under 18 and over 18), age of farmer and educational attainment proxied by the number of years in education.

Table 9 details the behavioural intentions of each cluster. More specifically, behavioural intentions are assessed in terms of the proposed date of exit from agriculture (split into three time periods: within 5 years, between 5 and 10 years or after 10 years), planned activities after farming (e.g. retirement, engagement in offfarm work), plans for the farm after exiting the sector (e.g. pass on to successor, rent out land etc.) and expectations for farming activities before the cessation of own farming (which has been divided into three options: farm the same, increased and decreased land areas).

There are significant differences between the clusters in terms of the time period in which farmers expect to leave agriculture, their proposed occupational status after exiting farming and their plans whilst they remain in agriculture (Table 67).

There is however no significant differences between the clusters in terms of the share of cluster membership who plan to pass their farm on to a successor, to sell, or rent out land after their own exit from agriculture. Similarly, there are no significant differences between the clusters in terms of the age of the respondent, number of years worked off-farm in manual work or household size (Table 6 -4). This suggests that theories that claim that differences in attitudes to policy are primarily related to age might be misplaced.

rî-r-r* rî i-r-r---t --"") -tî ---") --î ---l ---") --t The derived clusters are first described based on the variables included in the analysis.

The description is then refined based on the structurar and demographic variables presented in the previous paragraph together with intentions, which improves the profiling and validation of each cluster.

Cluster I _ ,,Liberaliser.s,, This cluster is distinguished by significantly higher scores than other crusters for agteement with the statements that "farmers should not receive any commodity price support"' "farmers should not receive any subsidies rerated to environmentar goods production" and "farmers should not receive any income support,,. While farmers in the overall sample' on average, disagree with these statements, farmers in cluster I neither agree nor disagree with them' This group also has slightly above average scores for the beliefs that "the cAP imposes too many restrictions on their future farming prans,' and that,,they can easily find a job ofÊfarm or increase the number of hours they work off_farm,,.

Based on Table 6-4to cluster has the highest mean number of years spent working in farming and number of years spent managing a farm despite having aî averageage close to the sample mean' Farmers in this group have also spent less time in formal education' one explanation for their relative indifference to the policy context and in particular to the existence of support could be that this cruster has the largest share of farmers operating in sectors that enjoy 'light' cAP support. Nearly 5g percent of the farms that can be crassified as specialist granivores (i'e. pigs and poultry, which receive negligible assistance from the CAP), in the total sample, ate members of this cluster. Table 6-7 indicates that this cruster contains the highest proportion of respondents that are looking to exit farming within ten years' The vast majority of these farmers will retire at the norm al age(71 percent) with less than2} percent expecting to seek other gainful activities after they have ceased farming' The majority (57 '7 percent) will pass on their farm to a successor but a relatively high proportion intends to abandon land (5'8 percent).Beforeexitingthesector,themajority(61.3percent)willnotaltertheamountof land they farm although compared to other clusters' a relatively high share are looking to downsize their farming operations (13'1 percent)' The intentions of the majority of this cluster: to remain in agriculture with a constant farm size until retirement' corresponds to the findings of previous intentions studies in western Europe [START_REF] Harvey | Farmers' Intentions Survey[END_REF]Thomson and TanseY, 1982).

ClusteY 2 -"Pessimists" Thisgroupisdistinguishedbyhavingthelowestmeanscoresforagreementwiththe statement ,,my farming abilities wilr allow me to maintain an adequate profit level, whatever the European agricultural policy in place',. Farmers in this group also express the strongest disagreement with the statements 'ofarmers should only produce food and fibres" and 'oI can easily find a job off-farm or increase the number of hours I work off-farm,, and appear to be trading-offthemostbetweenthemonetaryandnon.monetarybenefitsoffarming(the strongestagleementwith..farmingisamorerewardingjobintermsofqualityoflife, independence,lifestyle,thanitisintermsofmoney,,).Itisthereforeagrouprecognisingits dependencyonsupportandlimitedskills.Theyalsodoubttheirabilitytofindworkinother sectors. Farmers in this group may be described as pessimists as they judge their adjustment abilities as quite low' ThevalidationbasedonTable6-4toTable6.6highlightsimportantdistinguishing features for this cluster. This group has the least experience of working off-farm in office jobs and a relatively low number of years in formal education' Almost one half are located in a LFA and 45 percent are based in England' when considering farm type' 45 percent can be for the overall sample with 54.5 percent expecting to leave after l0 or more years and few will take early retirement (6.8 percent). Hardly any expect to work outside of agriculture in the future and this may reflect their lack of experience of off-farm employment. The picture of both a reluctance and inability to change, painted by Harvey (2000) of farmers in northern England, is evident in this cluster: this group has the highest proportion of farmers that expect their farm size to be unchanged until they exit the sector (70.7 percent). Few have plans for expansion and in fact this cluster has the lowest proportion of farmers who are looking to expand (19.4 percent).

Cluster 3 -"Protectionists, with afocus on primary agricultural production"

This group is close to the sample mean for most of the Likert scales. Farmers in this cluster reject policy liberalisation and believe that farmers should concentrate on primary agriculture. They also feel that their friends and family share similar views regarding the need for an agricultural focus and a disdain for employment diversification. The cluster's members consult close friends and family when making decisions and respondents have a high motivation to comply with the views of those closest to them. One distinguishing feature of the cluster's farmers is their weak regard for environmental goods as evidenced by having the lowest mean scores for the statements o'farmers should produce landscape and environmental goods" and "friends and family think that farmers produce landscape and environmental goods". Farmers in this cluster also express the weakest agreement with the statements "a good farmer is a competitive producer of goods sold on the free market" and "farming is a more rewarding job in terms of quality of life, independence, lifestyle, than it is in terms of money". This is therefore a group more interested in the monetary benefits of farming, opposed to the liberalisation of agricultural policies, have a weak regard for environmental goods and who are also wary of competition and a free-market.

The cluster embraces a mixture of farm types and countries, although 48 out of 146 farmers in the group are Lithuanian. As with their attitudes, the behavioural intentions of Cluster 3 are similar to the averages for the overall sample. The majority (52.6 percent) expect to remain in agriculture for at least another 10 years and farm the same land area before they cease farming (59.4 percent). However, compared to other clusters, the proportion of farmers seeking to increase their farm size in the future is high. The majority will retire at the normal r67 age (54.7 percent) although a relatively high proportion (15.3 percent) expect to engage in manual work after exiting agriculture. Overall their disposition to an agricultural focus and disdain for diversification is reflected in their behavioural intentions.

Cluster 4 -" Prote ctionists w ith a multifunctional focus " This group strongly rejects notions of policy liberalisation, and judge that friends and family also strongly agree with the statement that "CAP support should help maintain their farming activities". This group believes that "farmers should produce landscape and environmental goods" and embraces notions of multifunctional agriculture where farmers provide a range of goods, which should be supported by the state. As a result, the group registers a relatively low score for agreement with the statement that "farmers should only produce food and fibre". Farmers in this group also seem to embrace more the notion of part- time farming as they express the strongest disagreement with the statement "friends and family think that farmers should not take off-farm jobs or embrace new careers, they should concentrate on farming" and the weakest disagreement with "farmers should not have to work off-farm to sustain their farming activities".

From Table 6-4 to Table 6-6, it is evident that this group is comprised of farmers from a mixture of farm types but is weighted against England and Slovakia. Demographic and structural characteristics are close to the means for the sample. Cluster 4 has little intention to change their farming operations in future: 63.9 percent expect to farm the same land area up to the point that they exit. A small majority expect to pass their farm on to a successor, although only 29.5 percent have identified a successor, and most will retire at the normal age.

However, compared to other clusters, in this group a higher share of farmers is planning to take early retirement or work off-farm after exiting agriculture. The proportion of farmers planning to decrease the size of their farm is also higher than the sample average.

Clustev 5 -"Enthusiastic New Entrants" Regarding attitudes, this group strongly believes that farmers should concentrate on agriculture and "not have to work off-farm to sustain their farming activities". They reject notions that farmers should not receive policy support and strongly endorse the view that farmers should produce landscape and environmental goods. It is also interesting to note that farmers in this cluster express the weakest agreement with the idea that the CAP system imposes to many restrictions on their future plans.

Using Table 6-4to Table 6-6 to better profile the cluster's members it is evidentthat farmers from the NMS make up 86 percent of this cluster, with the majority of the group coming from Slovakia. This group has been involved in agriculture for significantly fewer { r-years than other clusters with the mean number of years for having managed a farm being only 12.5. This suggests that many of the farmers in this cluster gained from land reform during the period of transition. Members of this cluster have on average spent 10 years working off-farm in office positions. The majority of farms in this cluster are engaged in arable production. This cluster has the most expansionist future plans: 44.4 percent expect to increase their farmed arca and only 4 percent expect to reduce the number of hectares they manage. Few are also expecting to leave agriculture within 10 years. These expansionist tendencies may reflect the growth in protection and support to farmers that has been witnessed as a result of accession to the EU in the NMS. It appears that it is this cluster of relatively new entrants to farming that are seeking to exploit the opportunities of enlargement, rather than the farmers with a longer hadition of engagement in agriculture who predominate in Cluster 4. When members of Cluster 5 do leave agriculture, a relatively high share (27.6 percent) expect to enter non-manual work. This may again be linked to this group having more extensive employment experience outside of agriculture. As a result of these plans for non-agricultural gainful activities, only 5l percent expect to either retire at the normal age or take early retirement.

Conclusions

The econometric analysis of exit and growth in the five countries studied indicates that lifecycle characteristics, such as age and succession, have a major impact on farmers' intentions to stay in farming and grow across the countries studied. It also suggests that different policy impacts are to be expected across countries and crude generalisations contrasting the impact of decoupling between OMS and NMS should be avoided. Land is likely to be transferred from less to more productive users, increasing the competitiveness of European agriculture, but the rate of transfer is likely to remain relatively low. Only in Sweden and Slovakia do changes in agriculture policy have a noticeable effect on the decision to remain in agriculture.

Concerning the investigations of values and attitudes, the results highlight that the vast majority of farmers in the enlarged EU retain a productionist mindset, wish to maintain an agricultural focus and strongly reject notions of policy liberalisation. However while the overwhelming majority advocates protection, they are more receptive to greater flexibility in terms of the instruments through which policy support may be delivered. Overall, the strongest opposition to policy liberalisation comes from farmers in the NMS of the EU. This report presents the findings of a study on the impact of decoupled payment system on farmers' intentions in five EU Member States. The analysis draws on primary survey data and farm accounting records. The FP6 IDEMA project collected a unique dataset of farmers' intentions regarding their planned activities in the post-accession / single payment system era in five EU Member States (France, Lithuania, Slovakia, Sweden and the UK). The choice of countries incorporates a mixture of EU-15 and NMS. Primary data were collected on intentions to exit from/stay within agriculture, change the amount of land farmed and production mix. Data were also collected about farmers' objectives, values and opinions concerning policy support. Primary data collection was linked to FADN records to enhance the understanding of the impact of farms' structural characteristics and past performance on future intentions, and reduce the amount of data which had to be collected during interviews.

To understand the specific effects of the switch in policy, farmers were asked to state their intentions under two main policy scenarios: a) Continuation of Policies under Agenda 2000 in EU-15 / Pre-accession policies in NMS. This provides the baseline scenario of what farmers would have done under continuation of the previous policy environment. b) Intentions under CAP reform as implemented in each counhy: SFP in the EU-15 and the SAPS in the NMS.

The strategic decisions to exit from or stay in agriculture, and to increase farm area have been analysed through two Probit models for individual countries and the pooled sample of the five countries studied. Data on farmers' values and objectives across all five countries have been studied through cluster analysis in order to identiff groups of farmers with similarly held beliefs and objectives, and understand their characteristics. The main conclusions are first summarised country by country and then on a cross-country basis.

According to farmers' intentions, the introduction of decoupled payments will have little direct effect on structural change in England. Few farmers plan to modiff their exit or growth decisions under SFP arrangements compared to what they would have done if they faced a continuation of the Agenda 2000 policy environment. Under both scenarios the key characteristics of farmers seeking to exit in the short-term (defined as the next five years) were the same: elderly farmers, specialised in COP production and with high value added without net current subsidies per hectare. t70 r" r-I The more pronounced adjustment concerns production choices (even though the majority of the respondents are not planning to change their output mix, some intend to decrease their cattle production) and to a certain extent diversification to ofÊfarm activities.

Therefore, this early empirical research suggests that in England the adjustments to the 2003 CAP reform are likely to be subtle and to concern mainly production activity choices and diversification.

A direct comparison between England and France would be illuminating due to the differences in the implementation of decoupling and different regulations concerning trade of entitlements in the two states. Unfortunately, due to the difficulties with data collection in France, direct comparisons are difficult to draw. The French sample is restricted in its geographical coverage and mountainous regions were not covered. Additionally, the regions surveyed are relatively homogenous and the farmers interviewed in general rely only partially on their on-farm income and are younger than the national average. Nevertheless, the French results are similar to the findings from England in that few farmers intend to alter their plans to exit or grow as a result of the introduction of the SFP. Intentions are little affected by the switch to SFP in France, which may be expected given the conservative manner in which France has chosen to implement the SFP. Relatively greater adjustment is likely to be witnessed, however, in the output mix of farms and the allocation of time devoted to farm/offfarm work.

In contrast to England and France, in Sweden the implementation of SFP is more likely to stimulate the structural change as some farmers are planning to exit earlier than they would have done under Agenda 2000. Very little land is however likely to be abandoned as the demand for land for farm growth persists after the change in policy. The predicted changes in production mix are also relatively stronger in the Swedish case and likely to be characterised by (a) a movement away from COP and (b) the extensification of their livestock production. They also intend to keep some land in GAEC without producing on it. These plans are consistent with prior expectations concerning the impact of decoupling, i.e. a reduced incentive to produce and to intensify farming practices.

Summarising our results, it becomes evident that farmers plan to apply a minimal adjustment strategl in response to changes in agricultural policy, at least in France and England. There is no strong evidence that farmers intend to drastically change their strategic decisions to exit agriculture. Few farmers are interested in merely keeping land in good agricultural and environmental condition (GAEC) and not producing. From this point of view, the results of our study are in line with previous studies which have sought to investigate [START_REF] Harvey | Farmers' Intentions Survey[END_REF]Tranter et a|.,2004;Chatellier and Delattre ,2005;Breen et aI,2005). However, results for Sweden are in slight contrast with this, as farmers are intending to change their exit and growth plans depending on the policy in place.

In the NMS (Lithuania and Slovakia), the implementation of the 2003 CAP reform has a different meaning. The implementation of the SAPS in the NMS means a significant increase in the degree of protection afforded to farmers in the form of both higher and more predictable payments. Therefore, it is not surprising that in Lithuania the main impact of the payments is evidenced in a greater willingness to operate larger farms. As the returns to agricultural activities are expected to rise, farmers are less interested in diversification and have no wish to leave land uncultivated under GAEC. This comparable pattern is repeated in Slovakia: the switch from the pre-accession policy to the SAPS induces a significant rise in the numbers who wish to stay in agriculture. However, in Lithuania and Slovakia, the characteristics of those seeking to stay or expand do vary. Decision to stay or grow were poorly explained by the set of variable available for the analysis in Slovakia, while in Lithuania, farmers' characteristics were shown to be determinant (age, succession status and off-farm work experience). In Slovakia, likelihood of expansion is related to managerial experience and farm location (LFA regions). In Lithuania, expansion plans are linked to lifecycle variables (age and succession status). In analysing the differences between the EU-15 countries and NMS, it should be noted, however, that what has been studied in the NMS is not so much the effect of a switch from coupled to decoupled payments but the effect of the introduction of the CAP payments as a result of EU accession. From this point of view, the differences in responses between the EU-l5 and NMS are justified as the farmers respond to contrasting policy changes.

The comparative cross-country analysis generates several important insights for policy, stemming from the analysis of farmerso attitudes across the pooled sample of five states. First, most farmers still possess a productionist mindset and do not accept the idea that they could survive or be competitive without policy support. The sampled farmers strongly disagree with statements advocating the removal of policy support and, at the same time, express preferences for the full utilisation ofagricultural land for agricultural production and concentration on farming. More than one-third of the respondents strongly disagree with the notion that good farming skills are sufficient to run a profitable business whatever the design of European policies. At the same time, a half of the respondents think that the CAP system of support imposes reshictions on their future farming plans. So, it appears that farmers rely on t72 (' f-policy support although a large proportion of them realise that this support might be conditional on some restrictions on their farming activities. The only farmers who endorse policy liberalisation are those who are largely based in sectors that traditionally receive little CAP support (pigs and poultry).

Second, the often advocated strategy of diversification and development of multiple income sources still creates diffîculties for a substantial proportion of European farmers. This is due to a mixture of beliefs that farmers should focus on the production of food and fibre, and a lack of appropriate skills and off-farm opportunities. More than 40 percent of the respondents do not think they can easily find a job off-farm or increase the number of hours devoted to off-farm work. This emphasises once again the limitations of rural development policies that arc focused solely on the farming community. Farmers are unlikely to create a significant number of new jobs through the pursuit of enterprise diversification, which is an infeasible option for many, and their own future prosperity depends on the availability of work in the non-farm rural economy. Pessimism surrounding the opportunities for diversification is not confîned to the relatively poorer NMS. In fact, upland grassland farmers in England are the most pessimistic about their ability to adapt.

Third, although the overwhelming majority advocate protection, farmers are more flexible in terms of the instruments through which policy support might be delivered. one of the positive messages emerging from this research is that the majority of respondents agree with the need for farmers to produce attractive landscapes and positive environmental externalities, and be paid for this. The non-pecuniary benefits of farming also feature prominently' The latter are crucial for understanding why farmers' responses to policy reforms have been rather modest or at least more modest than expected.

Finally, the shongest opposition to policy liberalisation comes from farmers in the NMS' Newcomers to farming in the NMS strongly reject policy liberalisation and endorse notions that farmers should concentrate on agriculture which corroborates with the previously mentioned intentions to stay longer in agriculture or grow more. For them diversification seems to be associated with liberalisation tendencies. These views are likely to have important implications for the decision-making processes surounding agricultural policy reform in the EU' The new entrants to the Union are expected to strengthen the political opposition to agricultural policy reform and undermine attempts to extend the reform measures, including the capping and further modulation of the Single Farm payment. ï 2005 heralds a significant change in the way that the European Union (EU) channels monetary support to farmers under the Common Agricultural Policy (CAp). From 2005, farmers will receive payments independent of their level of production lwitfr ine exception of milk and sugar) or type of production, as long as they keep their land in ;good agricultural and environmental condition'. This change in policy represènts a major rtrit in-t6" CAp and might change farmers' incentives to produce and to invest. As theïew payment system will no longer be related to the type of production chosen or the level of production achieved, farmers are expected to adopt more market oriented behaviour.

This study forms an ilngrtant component of the EU funded IDEMA project (The Impact of Decoupling and Modulation in the Enlarged Union: a sectoral and farm levèl assesiment).

This study is focusing.on h9w the implementation of Single Farm payment (SFp) might change farmers' strategic decisions. The two main foci of this study are ôn a) thà impacts-of this decoupled policy on farmers and b) the behaviour of farmers in utilising the SFp itself.

Similar studies will be _simultaneously conducted in other EU countriei, namely France, Sweden, Lithuania and Slovakia.

This study will:

o Provide information on farmers' opinions toward, and their intentions to react to, the change in policy.

o Provide information on the effect of decoupling of interest for the agricultural economists and policy analysts.

It is hoped that the results of this study will inform policy analysis in the European context (reports will be transmitted to the European Commission) to ensure that policy implementation contributes toward stated policy objectives.

Objectives

Understand how the change in policy, planned at the European level for 2005, will affect farmers' strategic decisions.

Sample

The data collected will be matched with their FADN entries for 1999-2002. This will help have an idea about the immediate effect of Agenda 2000 and provide a dynamic view of the Following the codes for the types of farming (TF) in the Community typology, the farms' types ofinterest are:

These TF correspond to the two first digits of the EUPFT (European Union Particular Farm Types), calculated from the FBS returns and available on the "per-validation output" received fr-om pBf'na. The corresponding FBS types are given here for information'

Sample selection:

The aim is to generate a stratified sub-sample (of N farms) reminiscent of a "scaled-down" image sample ltn. nalN population) whiôtr is itself a stratified image of the sub-sample of the population. This can be accomplished in one of two ways: Either;

L Use the FADN weights to determine the number of farms in each farm type and size group such that the total for the FADN sub-sample = N. From this you can derive a quantity, N,, the number of desired observations in type/size group i. Ensure that these quantities are rounded up to whole numbers' 2. Selectlarms as random draws and place in the respective group. Keep that observation if the number in that group is less than the total desired, N, ' 3. Stop the process once all N, are satisfied' Or;

1. Perform 1 above.

2. Split the FADN sample into type/size groups and select N, observations within each group at random. Sample size: N as specified on your contract.

Confidentiality

The data collected will be handled as confidential and will not be released to a third party. When releasing the results, Imperial College will ensure that data relating to groups of less Questionnaire to the farm operator:

This questionnaire should be answered by only one of the farm partners. It consists of 6 indepèndent sections. Many thanks in advance for your time and help. .... (years) 1.1.4. Please tick the description that fits you best: I am a member of a farmers' union and I regularly attend the meetings I am amember of a farmers' union but rarely attend the meetings I am not a member of a farmers' union Part L2. Your household's composition:

1,2.1. In your household, how many people are: under l8? over 18?

Part 1.3. Successor Ifyou have ticked "no" or "too early to say", go to Section 2.

1.3.2. Does your successor(s) work on your farm (whether full time or not)? How do the following statements fit with your perception of the opinions of othe.rs in your circle of friends, family and other people ôf importance to you? Please circle a digit according to your level of agreement (rating scale going from 1 strongly agree to 5 shongly disagree).

Part 2.3. Your decisions How do the following statements fit with the way you make your decisions? Please circle a digit according to yoir level of agreement (rating scale going from I strongly agree to 5 strongly disagree 3'1' In each ofthe preceding 5 years, what proportion ofyour total business assets did you, or any member of your household, hold off-faimi tn th. fblio;ng, these assets will be refe*ed 3. This is a 3 part question. we are now interested in your objectives -when making decisions "onc"*ing"v""t r".titg and non-farming activities' In the following 

Instructions

Section 4: Future ofyour farm

The objective of this section to allow us to gain an understanding of the future you would anticipate for your farm under 3 different European agricultural policy scenarios' Three policy scenarios will be preùnted to you in" and the same questions will be asked for each of the three scenarios.

Please note that in this section, our definition of farming includes keeDing vour land "in good agricultural and envirorunental conditionr,, *ithout producing.

Imagine that the agriculturat policy in place in 2004 witl be maintained in the coming years. In 2005, the CAP direct payrnents will shift to a Single Farm payment (SFp) given to farmers with no obligation to produce, as long as the land is kept in "good environmental and agricultural condition". This payrnent will replace most of the former payments given through the CAp and will be calculated according to the farmer's historic claims of payment only for the foreseeable future.

Please describe in the column the follow m8 table what you would do under this scenarlo.

Imagine that from 2005 onwards, the Single Farm payment will be r00%

all. Farmers will receive a flat-rate area payment for all their agricultural

To receive these payrnents, they will have no obligation to produce as condition. on a regional basis, that is to say not based on your historical claim at land, except areas under permanent crops (e.g. orchards and vineyard). please circle a orgit accordine J!..Your";ilffi Gating scalà loing from t "not il"i"t"'tiîttJ to 6 "u"ry probable")' Determinants of intentions: In Scenario I Intended future of the farm when exiting according to the scenarioso share of farmers (%o) Ï:T'"'*3:;,#X#UJJJ|ô-. in specinc productions according to rhe Time worked off-farm (Years In total As a white collar As a blue collar Share of farms in "coupled payments" cluster (vs. "decoupled payments" see Table l2), Yo 1.9 63 37 Share of farms in "no payments" cluster (vs. "payments" see Table I0),%o Share of farms in "no payments" cluster (vs. "payments" see Table r0),% Share of farms in "coupled payments" cluster (vs. "decoupled payments" see Table I2),Yo 0.6 29 2l 29 Share of farms in oono payments" cluster (vs. "payments" see Table l0),o 

  data collection/retrieval or assistance with the work presented in this deliverable: In England: o Charles Scott, Keith Robbins, Alison Tanton, Mervyn Lewis (FBS) r Prof. Paul Webster (Imperial College) In France: e Chantal LeMouël (INRA) I Marc Varchavsky (conseil National des centres d'Economie Rurale) o Luc Mangelink (Centre d'Economie Rurale d'Ille-et-Vilaine) 

  Accountanc y Data Network (FADN) data for France'

  Description of the policy implemented in France...... 4.2.1.2. Policy scenarios.... 4.2.2. Description of the sample ............... 4 .2.3 . Stated intentions .. .. . . . .. 4.2.3.1. ExiVStay....

  payments to farms in Slovakia in 2003 and2004.... Table 4-63: Distribution of the sampled farms according to the type of farming, compared to FADN sample (%)............ Table 4-64: Dishibution of the sampled farms according to the type .to FADN sample (%) of farming, Table 4-65: Distribution of the sampled farms according to ESU, compared to FADN sample (%)........... ..'.... 105 Table 4-66: Distribution of the sampled farms and FADN farms according to size, compared to the Census and registered populations (%) .'... 105 Table 4-67: Characteristics of the farms surveyed; descriptive statistics for 2001-2002 Table 4-68: Exit intentions according to scenarios; shares of farmers (%) .......... 106 .......... 107 (average) Table

  9: Intended change in specific productions according to the scenarios; averages, in ha or heads........... 202 Table 8-10: Intended value and type of non-agricultural investment on-and off-farm investment change ,...,''..,203 Table 8-l1: Model validity: Condition index, significance and corect predictions, England -StayAExit ...203 Table 8-12: Model validity: Condition index, significance and corect predictions, England -GrowAEriot grow ...203 Table 8-13: Model Results, England -StayAExit -Scenario l ............... ................204 Table 8-14: Model Results, England -GrowÂ.{ot grow -Scenario 1................ ....,.204 Table 8-15: Model Results, England -StayAExit -Scenario 2 204 Table 8-16: Model Results, England -GrowA{ot grow -Scenario 2......................204 Table 8-17: Model Results, England -StayAExit -Scenario 3....

  value and type of on-and off-farm investment change..........

  of farms in 2002 according to their intention regarding the future farm area in Scenario 3; ANOVA .......252 Table 8-108: Characteristics of farms in 2002 according to their change in intention regarding the future farm area between Scenario I and2; ANOVA "...253 Table 8-109: Characteristics of farms in2002 according to their change in intention regarding the future farm area between Scenarios I and 3; ANOVA ....253 Table 8-110: Characteristics of farms in 2002, according to their change in intention regarding the future farmarcabetween Scenario 2 and3; ANOVA ....'254 Table 8-1 1 1: Model validity: Condition index, significance and coruect predictions, 255 All countries -StayAExit...t2

  The specific case of the NMS

  factors may be an appropriate complementary tool for analysing behavioural intentions in the face of the CAP reform.Surv ey b as e d inv e s ti gati ons

  has been paid to the impact of decoupling on intentions. A notable exception to this has been the work of the Economic Research service (ERS) of the usDA, which conducts surveys on farmerso behaviour in the US on an annual basis. They modified their questionnaire following the implementation of decoupled payments (through the 2 Most of this section was taken from Douarin, E.(2006) Impact of the Implementation of the Single Farm Payment in Sweden on Farmets' Decision to Remain in the Sector and Produce. Paper presented at the 93rd EAAtr seminar, Prague, CzechRepublic,22-23 September 2006. 

  farmers (Maybery et al. 2005; Willock et al. 1999) and are designed to fit within a cross-national TPB framework.

  1.1. Description of the policy implemented in England

  Distribution of the sampled farms according to ESU' compared to FADN sample gives a good representation of farmers from LFA regions and objective I area. Additional characteristics of the farms surveyed are presented in

  4. 1 .3 .4. Non-agricultural on-farm or off-farm investment

  on farming can stimulate farmers to redirect their investments away from agriculture.

  the payments remaining coupled, the implementation of SFp constitutes a decoupling of the payments while comparing with the situation under Agenda 2000. However, because the payments are computed on a historical basis, each farm will cany on receiving a level of payments similar to what they were receiving before the change in policy. Therefore the change in policy should not have very strong effects on the farmers in France, with the exception of dairy farmers who will suffer from the decrease of intervention prices.

  I.2. Policy scenariosThree scenarios were presented to the respondents in France:

  15: Exit intentions according to scenariosl share of farmers(zo) 

  L6: Intended change in area for those willing to stay in farming, according to scenarios; shares of farmers(7o

  requirements, according to scenarios allocated to cross-compliance4.2.3.5. Non-agricultural on-farm or off-farm investment and other adjustment strategies Other adjustment strategies include investment in non-agricultural activities, change in methods of production and investigation of the possibility to cash the payments by selling payments' entitlements. Considering investment in non-agricultural activities first, it has been said already that the sample of French farmers comprise a few very successful off-farm investors. Additionally, as shown in Table4-20, 17 percent of the sampled farmers had invested in off-farm asset in the 3 years prior to the policy change indicating a quite strong interest in off-farm investments compared to what is observed in the other countries studied.Table 4-20: Importance of off-farm investment before the policy change 7,314 Average investment value for those farms (ths euros)I7Share of respondents having invested off-farm in the past 3yearc (oÂ) 

  the way of farming in order to increase the value added Table 4-23: Intended changes in the way of farming in order to decrease the costs, according to scenariosl shares offarmers(7o) 

  .3. My family and friends' views come first.

  2.2-as a partner in the design of my business strategt 1.8 -through its legal and.financial expertise 1.8

  2. When making key decisions about the farm I consult agricultural or other business advisors and other figureheads 3.1 2.3.1.. When making key decisions of my familv and close friends.

  0. llhen making key decisions about thefarm I consult my partners on the farm.

  Policy scenariosIn the questionnaire for Sweden only two scenarios were proposed to the respondents: o The continuation of Agenda 2000, the baseline scenario. o The implementation of SFp as described above.

FADN

  33: Distribution of the sampled farms according to ESU, compared to

  4.3. 3. Stated intentions 4.3.3.1. Exit/Stay As shown by Table

  Table 4-38: Importance of off-farm assets before the policy change (%revenue generated by off-farm assets Average Share of respondents without off-farm revenue off-farm assets as a share of total assets Average Share of respondents without off-farm assets 2003 2002 2001 Note: The average share is calculated for the whole sample (251 respondents), including those with 0%.

  .1.. When making key decisions about the farm I consult other members of my family and close friends.

  4.They think that farmers should not take off-farm jobs or embrace new careers. They should concentrate on farming.

  3. Farmers should only produce food and fibres 2.l,2,Farm land should be fully used for agricultural production.

  1.. A good farmer is a competitive producer of goods sold on the free market.

  4.2. Goals, Attitudes, Credibility and Decisions on farm

  .I.1. Description of the policy implemented in Lithuania Prior to accession in 2004 Lithuania implemented its own agricultural policy, which included direct payments linked to production of chosen crops and livestock (Table4-4s).

*

  when seeds are certified. ** only in lessfavoured areas. n.c.: not communicated.

  ),, ,,ii..), ,,,, ',',,.,t,' i.'l:tt'r'i!,/!!,:: f i" t1,.

  LTL to euros as on the l"t ofJanuary ofthe given year. *** datafrom Lilhuania's proposal on direct payments scheme in Lithuania in 2005 sent to the European Commission.Source: LAEI data table made according Orders of Minister of the appropriate years.

  thousand hectares) and currently abandoned land (423 thousand hectares).

  Table 4-48: Distribution of the sampled farms according to the type of farmingo compared to FADN sample (%)

  In 2000-2002 the support received by farmers was on average 12 percent of the total revenue, which is also less than the share of subsidies in revenue in the EU-15 countries.

  larger payments are introduced and are capitalised into land prices.

  Table 4-53: Intended area change for those willing to stayo according to scenariosl average changes " Stated change in ha, and stated change as a percentage ofthe average past UAA (:in ha * 100 / average UAA in hain2000-2002).

  4.4.3 .3. Production activities Concerning change in output mix and land use, farmers do not intend to keep land idle

  5. Farmers should not have to work off-farm to sustain their .4.Farmers should produce landscape and environmental goods.

  .3.Farmers should only produce food and fibres.2.0 2.l.2.Farm land should be fully used for agricultural production.

  1. A good farmer is a competitive producer of goods sold on the free market.

G1F

  

  significantly different across groups of farmers created according to how they change their intention to grow due to the implementation of the MTR. Once again really few indicators turn out to be significantly different depending on farmers' change in intentions across scenarios.

  1.1. Description of the policy implemented in Slovakia

  farmers related to three alternative scenarios:

  4.5.4. Individual farms 4.5.2. A, Description of the sample 156 operators of individual farms were interviewed in Slovakia, out of tbe 192 individual farms in the total FADN sample of 2002, but for only 154 were FADN data available.Table 4-63: Distribution of the sampled farms according to the type of farming, compared to F'ADN sample (%)

FADN

  65: Distribution of the sampled farms according to ESU, compared to 66: Distribution of the sampled farms and FADN farms according to size, compared to the Census and registered populations (%) ha It is obvious that the group of surveyed farmers does not represent the full diversity of the situation existing in Slovakia. But this is mostly due to the fact that our sample was drawn from the FADN sample which is oriented towards commercial farms. The sample surveyed being however really similar to the FADN sample in terms ESU and TF, it does provide a representative image of the total population of individual commercial farms.

  69: Intended change in area for those willing to stay in farming, according to scenarios; shares of farmers (7o) 70: Intended area change for those willing to stay, according to scenariosl average changes o Stated change in ha, and stated change as a percentage ofthe average past UAA(:stated change in ha * 100 / average UAA in hain200l-2002).

  3.4. A. Non-agricultural on-farm or off-farm investment Finally, investing in activities outside farming can be another way to adjust to the change in policy. According to Table

  payments leads farmers remain longer in farming, grow more, change their production 0

  3. My family and friends' views come first.

  most on the probability of payments to be recoupled with a standard deviation of 1.654.

  2. B. Description of the sample

  in ha, and stated change as a percentage of the UAA in 2002(:stated change in ha * 100 / UAA in ha in 2002).

  13. The CAP system of subsidies imposes too many restrictions on my plans for the future of my farming activities. .tl. My farming abilities will allow me to maintain an adequate profit level for the farm, whatever the European agricultural policy in place.2.Farm land should be fully used for agricultural production.

  .2.Farmers will receive no support payments what so ever.

  90: Average ranking of credibility statements by farms in the three credibility clusters Table

  Sample characteristics: a comparison across countries

  are 

  level among variables, as measured by the conditional number, is below 20 for all models.

  4: Summary of the significant variables for each country under Scenario 1 (continuing Agenda 2000 or pre-accession policy) Summary of the significant variables for each country under 1 (continuing Agenda 2000 or pre-accession policy) 6: Summary of the significant variables for each country under Scenario 2 Q003 CAP reform as implemented in the countries)

  9: Summary of the significant variables for each country under Scenario 3 (Flat rate area payments)

  have to work off-farm to sustain their farming activities.

  1: Distribution of responses for Likert Scales (from 1: Strongly disagree, to 5: Strongly agree); share of farmers(7o) to keep my farm running (to secure succession or for other reasons) find a job off-farm or increase the number of hours I wotk off-farmEmpl oyme nt D ive rs ili c at i

Farmers

  should not have to work off-farm to sustain their farming activities Farmers should only produce food and fibres Agricultural Focus Farmers should not receive any income support Farmers should not receive any subsidies related to environmental goods production Farmers should not receive any commodity price support Policv Support

  significant at 5%o IeveI; *** statistically significant at l%ô leveI.

  Mean scores for Likert Scales by Cluster * * * Statistically signific arrt at IYo level. can hnd a ob off-farm or increase the number of hours I work ofÊfarm.CAP system of subsidies imposes too many restrictions on my

  , goats and other grazing livestock farms. These farms are likely to be heavily dependent on the CAP for their viability with farmers seeing few opportunities outside of agriculture. Their low level of formal education limits the opportunities for offfarm work. Regarding their plans for when to exit agriculture, Cluster 2 is close to the mean

  response to policy change

  .A. (199S) The Production Effects of Agricultural Income Support policies under uncertainty. American Journal of Agricultural Economics, to, +a-il. change in policy will not affect every type of business and we therefore choose to limit our study to the following farm' types: o cereals & oilseeds; o beef & dairy; o specialistlivestock.

FBS

  Farm Reference No. .. EUPFT (sampling):.. *{.*****{<*i.*t:k*t*d.*{.t'k**t*,t*tt*{<*{<*d"t*td'{'**d'àfi**{<****àf*:t*{'*tl'*{<{<t*{'*{'{'{'** Section 1: Your Background Part Ll. You: 1.1.1. How many years from the age of 16 have you worked in farming? (Years) of those have you managed afarm? ' ' (years) 1.1.2. Did you receive a formal agricultural or farming specific education? Yes tr Notr 1.L.3. How many years have you worked ofÊfarm: Doing manual work Doing office or non-manual work ... . (years)

  1.3.1. Have you identified a (or several) successor(s) for your fatm? Tick one box

  Your household investments and goals (If you do not hold any off-farm assets please pioceed to e3.2) 

  long as they keep their land in good agricurtural and environmental table what would do under this scenario. Please describe tn the sixth column ofthe normal age Be self-emPloYed in manual work Be self employed in non-manual work Be employed off-farm in manual work Be employèd off-farm in non-manual work Other Take early retirement Pass on to successor Sell or cease renting in land Let out Abandon Farm the same area Increase the area You farm bY:a. Reduce area of Set-Aside b. Seekingto Purchase land c. Seekingto increase rented in land d. Decrease rented out land e. Conversion ofland from non-agricultural activity (e. g. forestrY)Decrease the area You farm bY:Increase area of Set-Aside Seeking to sell land Decrease land rented in Seeking to increase rented out land Pass on land to successor Conversion ofland to a non-agricultural activity (e.g. forestry) Withdraw land from Production but maintain in good environmental and agricultural

  --r* t-r-" r* r:"-- *-:-'t --î -lT ---f -*'j ^--.] ---t *::t 4.5.IF it would be your intention to still be farming in 5 years time, AND you would change your system in the light of the different scenarios, please indicate how it By 2013, what do you.lrn\*]l'l.have happeled'to EU pavments to farmers?

  ********'r************d.*1.*****+'t.'F'k*+>t.**d.t*****i.*'1.**>t.**d<'h*i<*d.'k****t*d.* Section 5: Other tYPes of subsidies 5.l.WhatpercentageofthetotallevelofsubsidYpaymentsyoureceivedin2003do organic"na"g'itntiînî'"niuipavments;;;;""nti """""% *rF**d.+*****d't'k*{'****t'***{'*'{'***d"F**t<**{<d'*{(d'**ttàl'd<**t*tk**t*tfi*'r******tfd<** Thankvou for vour time and helPthe tables refening to the English survey, not provided in the core ofthe text.Description of the sample

  non-agricultural on-farm or off-farm investment Table 8-10: Intended value and type of non-agricultural investment on-and offfarm investment change Note: "-" means no valid observation. a Calculated with the exchange rate on I January 2005.

  the tables refening to the French survey, not provided in the core ofthe text.Description of the sample

  non-agricultural on-farm or off-farm investment TableS-30:Intendedvalueandtypeofnon.agriculturalon-andoff-

  the tables refering to the Swedish survey, not provided in the core ofthe text.Description of the sample

  ;13"Ï:îî|:ï,":l;T""ge in speciric produ*ions according to the I ."1t production(wind farm' etc') 4. Agri-tourism , l. ê3"i*"ing not related

  :Sourcesofhouseholdincome;o/oor.household'stotalcombined income (From question 3 .2lrn Stated intentions: Exit/stavTable 8-59: Change in exit time across scenarios' taking plans under preaccession PolicY as a referencer To Table3

  66: Intended change in specific productions according to the scenariosl averages' in ha or heads non-agricurtural on-farm or off-farm investment Table 8-67: Intended value and type of non agricultural on-and off--" means no valid observation.a Calculated with the exchange rate on I lanuary 2e05.Determinants of intentions:Table 8-68: Model validity: condition index, significance and correct predictions, Lithuania -Stay/

  . lsto.etr. lt-ratio Annex 6: Slovakia This appendix presents the tables referring to the Slovakian survey' not provided in the core of the text.INDIVIDUAL FARMS Description of the samPle

(

  79: change in exit time across scenarios, taking plans under preaccession policy as a referencero/80: Change in exit time across scenarios, taking plans under SAPS as a 82: Intended future of the farm when exiting according to the scenariosl share of farmers(7o) 

  85: Intention of change in specific production activities for those willing to stay according to the scenariosl shares of farms (7o

  non-agricultural on-farm or off-farm investmentTable 8-87:Intended value and type of on-and off-farm investment change Note: "-" means no valid observation.a Calculated with the exchange rate on I

  non-agricultural on-farm or off-farm investment Table 8-103: Characteristics of farms in 2002 holding or not off-farm assetsl ANOVA Table 8-L04: Intended value and type of non-agricultural on-and off--" means no valid observation. u Calculated with the exchange rate on I January 2005

  106: Characteristics of farms in 2002 according to their intention regarding the future farm area in Scenario 2 Table 8-107: Characteristics of farms in 2002 according to their intention regarding the future farm area in Scenario 3farms in "coupled payments" cluster (vs. "decoupled payments" see Tablel2), o/o in "no payments" cluster (vs. "payments" see Tablel0

  in "coupled payments" cluster (vs. "decoupled payments" see Tablel2

  in "no payments" cluster (vs. "payments" see Table10

  of farms in 2002 according to their change in intention regarding the future farm area between scenario 1 and 2; ANovA Table 8-109: characteristics of farms in 2002 according to their change in intention regarding the future farm area between scenarios I and 3; ANovA

  farms in "coupled payments" cluster (vs. "decoupled payments" see

  in "no payments" cluster (vs. "payments" see Table10

  110: Characteristics of farms in 2002, according to their change in intention regarding the future farm area between Scenario 2 and 3
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  1-1: Description of the policy implemented: SFP in England, France and Sweden and SAPS in Lithuania and Slovakia

* Cereals, oilseeds and protein crops

  biased as this type of models is based on restrictive objective functions, considering only the economic aspects of farmingl and may offer (by construction) too little adaptation opportunities for the farmers modelled. Their results are highly dependant on the behavioural assumptions on which they are based. This suggests that survey

based investigations to understand farmers' motives that integrate psychological and I A LP model based on the achievement of a set of goals varying across different types of farmers rather than only profit maximising behaviour has been devetopea ai the University ofleading but no simulation results were available at the time of writing. I [-; t, : t, L_.

  Que s t i o n s re gar d i ng farn.te r s' at t i tud e s and exp e c t at i ons

Table 3 -

 3 1: Data available: survey and FADN

*ln France, was not to get

Table 4 -

 4 1: Distribution of the sampled farms according to the type of farming, compared to F'ADN sample(%) 

	Other groups	9	0

Table 4 -

 4 3 and in Annex 2 (Table

Table 4 -

 4 42 Exitintentions according to scenariosl shares of farmers(7o) 

		Scenario 1	Scenario 2	Scenario 3
	Exit in the next 5 Years	18	18	19
	Exit in the next 5 to I 0	22	2l	t9
	Later exit (beyond 10	59	60	60
	Missing answers	1	1	2

Table 4 -6: rntended area change for those willing to stay, according to scenariosl average changes u

 4 

	t			
	L-			
		Decrease in area	Scenario I	Scenario 2	Scenario 3
		Ha %	-48 -22	-48 -22	-47 -40
				(3 respondents)
		Increase in area		
	I t-	40 45 Stated change in ha, and stated change as a percentage ofthe average past UAA (:stated 43 Ha 45 34 13 re % 47 (13 respondents) (12 respondents) change in ha * 100 / average UAA in ha
	fJ			
	I			

Table 4 -

 4 10: Average ranking for the value and belief statements by the

	respondents		
	l'	"to5	di

Table 4 -

 4 1.1: Average ranking for the credibility statements by the respondents

	1o'Not	le at all" to 6 ooV
	4.I.4.2. Goals, Attitudes, Credibility and Decisions on farm

Table 4

 4 

	-12 lists the payments that remain coupled

Table 4 -

 4 l2z Payments remaining coupled after the implementation of Spp in

f,'rance

Table 4 -

 4 13: Characteristics of the farms surveyed; descriptive statistics qor 2002,

Table 4 -

 4 19: Evaluation of farm labour

Table 4 -

 4 222 Intended changes in the way of farming in order to increase the value added, according to scenarios; shares of farmers(7o) 

		Scenario 1	Scenario 2	Scenario 3
	Start or increase	18	18	20
	Decrease or stop	2	2	2
	No change	58	58	56
	Missing answers	22	22	22

Table 4 -

 4 242lntended changes in income guarantees; shares of farmers(zo) 

	26	28	26

Table 4 -

 4 25: Eligible area to SFP

Table 4 -

 4 262Intentions regarding the exchange of SFP (%)

	1
	1l
	88

4. 2.4, Goals, Attitudes, Credibility : more op erfltots' churacteristics

Table 4 -

 4 28: Average ranking for the value and belief statements by the

respondents Ito to5 o " C entre d' Economie Rurale " (technic al aûtice)

Table 4 -

 4 31: Description of the policies studied in Sweden This policy reform represents a global shift toward more decoupled payments,

Table 8 -

 8 39). On average farms in the sample are between ESU class 7 and 8.

Table 4 -

 4 342 Characteristics of the farms surveyedl descriptive statistics for 1999-

	2002 (average)

Table 4 -

 4 35: Exit intentions according to scenariosl share of farmers(7o) 

Table 4 -

 4 36: Intended change in area for those willing to stay in farmingo

	according to scenariosl shares offarmers (7o)	
	Change in size	Scenario I	Scenario 2
	Do not know	t4	38
	Decrease	2	3
	No change	73	50
	Increase	11	9
	Total	100	100

Table 4 -

 4 37 presents the intended change in size under the two scenarios. It

Table 4 -

 4 37: Intended area change for those willing to stay, according to

	scenariosl average changes	o	
			Scenario 2
	Decrease in area		
	Ha	-11	-r9
	o/o	-31	-34
		(6 respondents)	(8 respondents)
	Increase in area		
	Ha	98	96
	%	55	63
		(32 respondents)	(25 respondents)

Table 8 -

 8 49).

	t
	I t
	i
	t--
	i
	l L-
	i
	t_
	I
	t_

Table 4 -

 4 40: Average ranking of the goals by the respondents From 1 to 5 with 1 for the most for and 5 for the least

  When making key decisions about the farm I consult agricultural or other business advisors and other f,rgureheads.

	GI	Provide for needs ofthe household	2.4
	G2	Investment in activities on the farm (agricultural or not)	2.5
	G3	Investment in activities off-farm	4.3
	G4	Maximise farm profit	2.9
	G5	Avoid excessive debt	2.2
	r-		
	t		
	r		
	t		
	2.3.2.		2.8
	2.3.3. Mv family and friends' views come first.	2.6

Table 4 -

 4 41: Average ranking for the value and belief statements by the

	respondents		
	from 1 o'	to5oo	di

Table 4 -

 4 422 Average ranking for the credibility statements by the respondents

	1"Not	bable at all" to 6 "V
		2.6

Table 4 -

 4 43: Change in exit timing and goals, attitudes, credibilify

Table 4 -

 4 43 shows that farmers willing to exit earlier under SFP compare to

Table 4 -

 4 442 Change in growth planning and goals, attitudes, credibility

		Description of groups	Groups compared
		1. Plan to	2. Plan to	3. Plan to			
		operate a	operate a	operate a			
		smaller farm	farm the same	larger farm	t-2-3	t-2	l-3	2-3
		under SFP	size under the	under SFP			
			2 scenarios				
		Average scores within the groups	F-test, significance level
	G4	2.75	3.05	2.32				.016
	G5	2.lt	2.23	2.80			.042	.077
	2.1.6.	l.7t	2.36	2.17	026	008	10
	2.1.7	2.82	3.30	2.33	.005			002
	2.1.9.	3.54	3.89	4.13			066
	2.1.10	3.00	3.85	3.67		.002	073
	2 I ll	3.93	3.99	3.46				038
	6.1.1	3.63	4.15	4.54			052
							82

I

According to

Table 4 -

 4 44, farmers who plan to operate on a larger farm under SFP consider profit maximisation as a more important objective than those who plan

Table 4 -

 4 45: Description of pre-accession policy in Lithuania(2000-2003) 

	52.r
	(180)

Table 4 -

 4 47: Classification of land in Lithuania

	423.0

Table 4 -

 4 49: Distribution of the sampled farms according to ESU' compared to FADN sample and Agricultural Census(%o) 

	ESU class	Census population	Total FADN sample	Surveyed sample
	l-2	64	18	18
	a J	15	13	t4
	4	7	12	7
	5	6	t6	15
	6	J	10	13
	7	4	2I	25
	8 or greater	I	10	8

Table 4 -

 4 50: Characteristics of the farms surveyedl descriptive statistics for 2000-

	2002 (average)

Table 4 -

 4 52: Intended change in area for those willing to stay in farming,

	according to scenariosl shares of farmers (7o)	
	Change in size	In Scenario 1	In Scenario 2	In Scenario 3
	Do not know	7	l5	12
	Decrease	4	2	3
	No change	68	36	54
	Increase	2t	47	31
	Total	100	100	100

Table 4 -

 4 53 confirms

Table 4 -

 4 55: Intended change of non-agricultural investments change

Table 4 -

 4 57: Objective ranked as first by the respondents who ranked the 5 goals and only one goal per rank:

	100

  They think that farmers should not take off-farm jobs or embrace ne\ry careers. They should concentrate on farming.

	r-		
	r-		
	I		
	f-		
	I		
	F.		
	t.		
	t		
	1"	3.1 2.2.4. 2.3 2.2.3.They think that CAP support should help producers to maintain their farming activities.
	t	2.3.1. When making key decisions about the farm I consult other members my family and close friends. of	2.0
		2.3.2. When making key decisions about the farm I consult agricultural or other business advisors and other figureheads.	1.9
	L	2.3.3. My family and friends' views come first.	2.3
	t_		
	I		
	l		
	i.		
	i		
	i		
	L-		
	t		
	t t-		

  .12.I have to keep my farm running (to secure my succession or for My farming abilities will allow me to maintain an adequate profit level for the farm, whatever the European agricultural policy in place. I can easily find ajob off-farm or increase the number of hours I Farming is a more rewarding job in terms of quality of life, independence, life style, than it is in terms of money.

	2.l.6.	2.7
	2.1.7.work ofÊfarm.	3.4
	2.1.8. Farmers shouldn't receive any commodity price support.	4.7
	2.1.9. Farmers shouldn't receive any subsidies related to environmental goods production.	4.6
	3.1 2.l.ll. 4.7 2.1.10. Farmers shouldn't receive any income support.
	2.1other reasons).	2.1

Table 4 -

 4 58: Average ranking for the value and belief statements by the

	respondents	
	l'	to5"

Table 4 -

 4 59: Average ranking for the credibilify statements by the respondents

  ).

		2.17	2.54	1.63			.053
	2.1.1.	2.71	1.75	1.75	.082	025	
	2.1.5	2.86	3.t6	1.00	001	0t4	000
	2.1.6.	3.29	2.71	3.75	027		.01 5
	2.2.3	3.00	2.2r	2.25		074	
	6.1.1	4.29	4.28	5.38			065
	6.1.3	4.57	3.09	4.25	.010	016	046

Table 4 -

 4 61 correspond to the opinions that were

Table 4 -

 4 61: Change in growth planning and goals, attitudes, credibility

		1. Plan to	2. Plan to	3. Plan to			
		operate a	operate a	operate a			
		smaller farm	farm the same	larger farm	1-2-3	l-2	1-3	2-3
		under SAPS	size under the	under SAPS			
			2 scenarios				
		Average scores within the groups	F-test, significance level
	GI	4.67	2.s9	2.40	.015	.014	.001
	G5	3.67	2.43	2.96	.028	.094		023
	2.1.r	2.00	1.68	2.r4	078			023
	2.t.2.	1.67	1.88	2.26				062
	2.1.8.	5.00	4.78	4.48	.051			023
	2.t.10	5.00	4.90	4.60	025			008
	2.1.t2	1.33	2.04	2.44	076			.062
	2.t.t3	1.33	2.38	2.58		094	.065
	2.2.4.	4.67	3.01	2.90		.042	044
	6.1.1	2.67	4.16	4.60	075		038
	6.1.2	4.00	2.82	2.48			069
	6.1.3	4.67	3.11	3.00		.089	.100

Table 4 -

 4 63 and 

Table 4 -

 4 64).

Table 4 -

 4 64: Distribution of the sampled farms according to the type of farming, compared to FADN sample(%) 

			Surveyed sample
	Specialist cereals,		
	oilseed and protein		
	crops (COP)	49.0	48.7
	General field cropping	2r.9	20.8
	Specialist fruit and		
	citrus fruit	1.0	0.6
	Specialist dairying	3.6	4.5
	Specialist cattle-		
	rearing and fattening	1.0	1.3
	Caffle-dairying,		
	rearing and fattening		
	combined	0.5	0.6
	Sheep, goats and other		
	grazing livestock	8.3	7.8
	Specialist granivores	0.0	0.0
	Mixed cropping	3.1	3.2
	Mixed livestock,		
	mainly %azins,	0.5	0.0
	Mixed livestock		
	mainly granivores	0.0	0.0
	Field crops-grazing		
	livestock combined	9.4	10.4
	Various crops	1.6	1,9

Table 4 -

 4 672 Cbaracteristics of the farms surveyedl descriptive statistics for 2001-

	2002 (average)				
	Revenue from sales per ha (excl. subsidies)	r,371	2,t73	16.7	r,7135
	Share of subsidies in total revenue (o/o)	17.0	t7.2	0.0	88.3
	Subsidies per hectare (euros)	17r.7	44t.1	0.0	4486.5

Table 4 -

 4 68: Exit intentions according to scenariosl shares of farmers (7o)

  My farming abilities will allow me to maintalnanadequate profit level for the farm, whatever the European agricultural policy in place. Farming is a more rewarding job in terms of quality of life, independence, life style, than it is in terms of money. Farm land should be fully used for agricultural production.2.t 2.1.1. A good farmer is a competitive producer of goods sold on the free market.

	2.l.2.	t.7
	2.1.3. Farmers should only produce food and fibres.	2.5
	2.l.4.Farmers should produce landscape and environmental goods	1.8
	1,9 2.l.6.1.2 2.1.5. Farmers should not have to work off-farm to sustain their farming activities.
	2.1,.7.lcan easily find a job off-farm or increase the number of hours I work off-farm.	2.7
	2.1.8. Farmers shouldn't receive any commodity price support.	4.6
	2.l,9.Farmers shouldn't receive any subsidies related to environmental goods production.	4.7
	3.6 2.l.ll. 3.9 2.1.10. Farmers shouldn't receive any income support.
	2.1.12.I have to keep my farm running (to secure my succession or for other	1.2

Table 4 -

 4 742 Average ranking for the value and belief statements by the

	respondents
	from 1 "

Table 4 -

 4 762 Change in exit timing and goals, attitudeso credibilify

	production.	3.4

Table 4 -

 4 80.

		1,866	1,904	1,791
	Labour (AW[I)	72.8	77.4	63.8
	Shares in revenue from sales (%)			
	Crop	38.2	34.6	45.2
	Livestock	61.7	65.2	54.7
	Other	0.1	0.2	0.1
	Revenue from sales per ha (excl.	504	464	587
	subsidies) (euros)			
	Share of subsidies in total	2t	2l	20
	revenue (o/o)			
	Subsidies per ha (euros)	95	90	105

Table 4 -

 4 80: Average size of farms in the two size clusters(2002 FADN 

	characteristics)

Table 4 -

 4 81 presents the decision-making characteristics of the surveyed farms.

Table 4

 4 

	-81: Decision-making characteristics of farms (characteristics from the
	survey)
	4.5.3. B. Stated intentions
	4.5.3.1. B. Farm size
	As shown by Table

Table 4 -

 4 82: Intended change in area according to scenariosl shares of farms (%)

	ALL FARMS
	COOPERATIVES
	COMPANIES

  Farming is a more rewarding job in terms of quality of life, independence, life style, than it is in terms of money.

		2.1.2. Farm land should be fully used for agricultural production.	t.9	t.9	1.8
		2.1.3. Farmers should only produce food and fibres.	2.8	2.9	2.8
		2.1.6. 1.9 2.0 2.l.4.Farmers should produce landscape and 1.9 environmental goods.
			2.7	2.7	2.6
	t	related to environmental goods production. 2.1.9. F armers shouldn't receive any subsidies 2.1.8. Farmers shouldn't receive any commodity price support.	4.7 4.5	4.7 4.5	4.7 4.6
	I	2.1.10. Farmers shouldn't receive any income support.	4.4	4.5	4.4
	t.	2.l.ll. My farming abilities will allow me to			
		maintain an adequate profit level for the farm, whatever the European agricultural policy in	4.2	4.1	4.3
		place.			
		2.1.13. The CAP system of subsidies imposes			
		too many restrictions on my plans for the	3.1	3.1	3.1
	L-	future of my farming activities.			
		2.2.1. They think that farmers produce agricultural commodities, only.	2.2	2.2	2.2
		2.2.2. They think that farmers produce landscape and environmental goods.	2.9	2.8	2.9
		2.2.3. They think that CAP support should			
		help producers to maintain their farming	2.t	2.1	2.0
		activities.			
				higher ranking to	

Table 4 -

 4 87: Average ranking for the value statements by directors and non-

	directorsl ANOVA

Table

  

Table 4 -

 4 88: Average ranking for the credibility statements by the persons who answered the survey (from I "Not probable at all" to 6 "Very probab

Table 4 -

 4 91: Characteristics of farms in the three credibility clusters in2002; 

Table 4 -

 4 922 Average ranking of credibility statements by farms in two credibilityIn order to give insights into the determinants of corporate farms' respondents' intentions regarding the farm size, ANOVAs were performed as Probit models did not give results. ANOVA results are presented in several tables in Annex 6 (Table 8-105 to Table 8-110).

	clusters		
		Cluster lb	Cluster 2b
		"decoupled	"coupled
		payments"	payments"
		(87 farms)	(65 farms)
	6.1.1. Payments decoupled from production		
	but conditional on other service provision will	4.8	2.6
	be maintained.		
	6.1.2. Farmers will receive no support payments what so ever.	2.1	3.4
	6.1.3. Payments will be recoupled to agricultural production.	2.9	4.4
	4.5.5. B. Growth decisions		

  willing to grow increases with decoupling. This makes England an extreme case,

	Lack of successor (%)	3l	18	36	2l	31
	Farm area (ha)	136	98	86	94	187
	Share of farms in LFA	27	na	49	66	60
	regions (%)					
	Share of crop in total	l7	23	26	52	76
	revenue (o/o)					
	Share ofon-farm	30	55	t1	6	2
	revenue derived from					
	non-agricultural					
	activities (%)					
	Leverage	0.19	t.45	0.46	-0.10	na
	Share ofnet current	t4	17	24	l0	l7
	subsidies in revenue (o/o)					
	Value added without	I 70 I	672	343	216	58
	subsidies per hectare					
	(Euros/ha)					
	Value added without	42660	29762	14343	7927	2677
	subsidies per AWU					
	(Euros/AWU)					

Table 5 -

 5 8: Summary of the significant variables for each country under Scenario 3 (FIat rate area payments) -Exit plans

	Share of pillar II subsidy in total		
	Value added without subsidies	Minus	tPlus
	per hectare		
	Value added without subsidies		{.
	per AWU		

Table 8 -

 8 116 in Appendix 7).

  My farming abilities will allow me to maintain an adequate profit, whatever is European agricultural policy

	A good farmer is a competitive producer					
		12.9	8.8	19.6	24.3	34.4
		34.9	20.7	25.0	12.t	7.3
	Policv Support					
	Farmers should not receive any					
	commodity price support	46.8	16.7	16.9	9.3	10.3
	Farmers should not receive any subsidies					
	related to environmental goods production	55. I	18.6	14.2	7.5	4.5
	Farmers should not receive any income					
	support	49.1	15.2	15.8	7.0	12.9
	Asricultural Focus					
	Farmers should only produce food and					
	fibres	t7.0	t7.4	22.8	15.8	27.0
	Farmers should not have to work off-farm					
	to sustain their farming activities	9.6	8.6	11.6	12.2	58.0
	Farm land should be fully used for					
	asricultural Droduction	5.2	9.5	18.5	19.2	47.6
	Farmers should produce landscape and					
	environmental soods	4.2	8.7	25.8	29.7	31.6
	Farming is a more rewarding job in terms					
	of quality of life, independence, lifestyle,					
	than it is in terms of money	4.8	9.3	22.4	25.9	37.7
	Subieclive Norms on Asricultural Focus					
	Friends and family think that farmers					
	produce only agricultural commodities	5.6	11.8	21.1	25.2	36.2
	Friends and family think that farmers					
	produce landscape and environmental					
	goods	t3.6	23.8	26.5	21.4	14.7
	Friends and family think that CAP support					
	should help producers to maintain farming	15.3	17.2	24.9	2t.t	21.6
	Friends and family think that farmers					
	should not take off-farm jobs or embrace					
	new careers. They should concentrate on					
	farmins	t3.7	15.7	27.8	19.0	23.8
	Motivalion to Complv					

Table 6 -

 6 4: Profile of clusters according to demographic i structural variables external to the cluster analysis

	Statistically	at l%o

Note: F-test for continuous variables, y2-testfor dummy variables.

Table 6 -

 6 7: Behavioural intentions, by clusterStatistically significant at the 7Yo level; ** Statistically significant at 50Â level' 'i** statistically significant

	at 7%o level

l * i t

Table 6

 6 -6,theprofile of the group can be described further. In this group farmers from the NMS are significantly under-represented with 99 out of r4g members being Swedish' This group has above average sized farms, is significantry ress rikery to be located in a LFA and has the highest rate of membership of a farmers, union. This

	cease non-manual when ofÊfarm actions ln work work manual off-farm ln normal Retire at Other	7.1 8.6 5.7 71.4 7.1	13.2 7.9 6.8 65.3 6.8	lt.7 12.4 15.3 54.7 s.8	6.8 24.0 13.0 46.6 9.6	9.0 27.6 12.4 40.7 10.3	9.8 15.7 10.4 56.2 7.9	
	cessation of land Plans before Abandon Rent out land Sell or cease land successor to on farm Pass		5.8 16. I 21.1 57.7	3.9 t4.s 27.6 59.8	0.8 24.2 29.7 46.2	2.2 23.1 26.0 51.1	0.7 20.7 24.1 56.6	2.8 19.4 2s.7 54.7	10.179*'k 7.029 3.045 7.087
	Farm Farm Farm	area area land land increased smaller area before same Iand	cessation	13.1 25.5 61.3	7.9 19.4 70.7	9.4 31.9 59.4	9.5 25.9 63.9	4.0 44.4 49.0	8.6 28.9 61.4	8.071* 29.025:r** 17.355;f *'*
	L									

  business. It is therefore important that the farms selected in the sample ïere in the FADN

	43 42 4l t4 13 TF'	Specialist caffle-dairying, rearing cattle-and General field oilseed and Description	and fattening	13,14, t5 12,14, 15 9, l0 ') )) t,2l Corresponding FBS TYPe
	44	combined	and other	livestock	I l, I I 15 23
	50		vores			7,8,20
	81, 82 71,72	Mixed crops Mixed livestock			16, 17, 18, 19,22 20,22
	f'-				
	I				
	t t				
	since 1999.			

  How do the following statements fit with your own opinions or beliefs without consideration of what others think or to what the politicians seem to want from you? please circle a number according to your level of agreement (rating scale going from I stiongly agree to 5 strongly Your environment's point of view.

		Questionnaire
		Part 2.2.	
	r	disagree).	
	h		
				strongly	strongly
		2. I 1. A good farmer IS a competitive producer	agree	disagree
	a-I I	2.1.6. Farming is a more rewarding job in terms farm to sustain their activities 2.1.5. Farmers should not have to work off-environmental should produce landscape and 2.1.4. Farmers fibres. 2.1.3. Farmers should only produce food and of sold on the free market. 2.l.2.Farm land should be fully used for	r2345 r2345 12345 12345 t2345
		shouldn't receive any 2.1.8. Farmers shouldn't receive any 2.1.9. Farmers increase the number of hours I work ofÊfarm. 2.1.7. I can easily find ajob off-farm or of quality of life, independence, life style, than it is in terms of	1234s t2345 12345
		environmental government or	European payments related to	12345
		2.l.ll. My farming abilities will allow me to 2.1.10. Farlners shouldn't receive any income	12345
		2.1.13. The CAP system of subsidies imposes secure successlon or for other reasons 2. 1.12. I have to keep my farm running (to maintain an adequate profit level, whatever the ln	12345 1234s
		too many restrictions on my plans for the future of activities.	12345
				187

  to as ofÊfarm assets. what share of your household total (on-and ofÊfarm) revenue and total (on-and off-farm) profit did these assets generate?Please fill in the following table.' what is the % contribution of the following income sources to your total household income (including both on-and ofÊfarm incomes)?Please fill in the following table to the nearest 5% points.

	rr I						
	I						
	r-						
	{						
	t-t	Share oftotal revenue as a share of total assets Valuation of ofÊfarm assets,	.....% 2003	% 2002	% 2001	% 2000	....% 1999
	I {	Share of total profit generated ofËfarm assets		...,%	.'.,.%	%	%
	r	off-farm assets	,....%	..,'...%	%	,.,'.,.%	,''..%
	i						
	t						
	3'2						
	r"						
	t						
	I						
	I t-						

table ' 5

 ' possible objectives u.É tirt.A in cùumn,4. Please uir*r1. the questions in column B' C and D

	Goals/Obiectives A ù	Please rank the objectives listed in column A front I to 5 (with 1 for the most imPortant for you and 5 for the least B ù	your re alistic obi ectives. for the ntontent but should represent reflect what you are really achieving while making decisions' It maY not should reflect your usual aspiration each obiective per )tear' This value value you aimfor Please state the C ù	debt? to fund bY you prepared column C are stated in the amount percentage of Ilhot D ù
	Provide for needs the household	of	s	%
	Investment in activities on the			%
	farm (agricultural			
	or non			
	Investment in			
	activities off-farm		
	Maximise farm			
	Avoid excessive			
	debt			
				190

) )

  we would like to lcnow what you would be doing in this context.

Table 8 -

 8 1: characteristics of the farms surveyed, zo, shares of farms in2002

Table 8 -

 8 2: characteristics of the persons who answered the survey

	r I		
	r t	Legal form (share of farms)	
	t' r l	Sole trader Partnership		54 ô J 43
		Share of farms in regions	
		1. Newcastle		43
		2. Askham Bryan 6. Wye		l0 16
	f t I	Mountain LFA Any LFA Share of farms in LFA 9. Exeter		I9 26 31
	I	Share of farms in structural fund zones In Objective I area In ective 2 area		0 37
			Mean	Std dev
			(or
			share)
		and education	
			55.0	9.5
		Share of respondents according to their education, o/o	
		School only	24
		GCSE or equivalent	27
		A-level or equivalent	l0
		College	t9
		Degree	10
		Postgraduate	a J
		Apprenticeship	6
		respondents having agricultural education, Other Share of	I
		%	56

I

Stated intentions: Exit/stav

Table 8 -

 8 4: rntended activity when exiting according to the scenarios; share of

	farmers (7o)

Table 8 -

 8 5: rntended future of the farm when exiting according to scenariosl Share of farmers(%o) 

Stated intentions: Farm size

Table 8 -

 8 6: rntended ways of implementing the change for those willing to stay,

	Mi	answers	2 11	2 11	2 I2
	according to scenarios; average changes, ha		

Table 8

 8 

	according to the scenariosl average changes, ha -7: Change in land kept idle or in GAEC	for those willing to staY'
	Withdraw from	production but		
	maintain in GAEC		
	set-aside land Increase area Reduce	nla	nla	nla
	Table 8-8: Intention of change in specific productions according to the scenariosl
	shares of farms (7o)		

Table 8 -

 8 9: Intended change in specific productions according to the scenariosl averages, in ha or heads

		Scenario 1	Scenario 2	Scenario 3
	Start or increase production	65 (2 respondents)	4l (4 respondents)	4T (4 respondents)
	Decrease or quit production	-34 (6 respondents)	-24 (10 respondents)	-25 (9 respondents)
		Scenario 1	Scenario 2	Scenario 3
	Start or increase production	n/a (0 respondent)	nla (0 respondent)	nla (0 respondent)
	Decrease or quit production	nla (0 respondent)	2 (1 respondent)	2 (1 respondent)
		Scenario I	Scenario 2	Scenario 3
	Start or increase production	^a -tJ (15 respondents)	2t (14 respondents)	19 (12 respondents)
	Decrease or quit production	-30 (3 respondents)	-30 (4 respondents)	-31 (6 respondents)
	production Start or increase	(9 respondents) 46 Scenario 1	4l (9 respondents) Scenario 2	(9 respondents) 4l Scenario 3
	Decrease or quit production	_40 (1 respondent)	-58 (2 respondents)	-58 (2 respondents)
		Scenario 1	Scenario 2	Scenario 3
	Start or increase	43 (13 respondents)	4l (13 respondents)	108 (15 respondents)
	Decrease or quit production	-57 (3 respondents)	-31 (18 respondents)	-30 (20 respondents)
		Scenario 1	Scenario 2	Scenario 3
	Start or increase production	200 (3 respondents)	86 (7 respondents)	84 (6 respondents)
	Decrease or quit production	-73 (8 respondents)	-t46 (12 respondents)	-137 (14 respondents)
	production Start or increase	(1 respondent) 10,000	(3 respondents) 37,167	37,167
	Decrease or quit	-130	-130	-130

Table 8 -

 8 11: Model validity: condition index, significance and correct

	predictions, England -StayAExit			
	Scenario 1	Scenario 2	Scenario 3
	Condition index	13	13	13
	Significance (likelihood ratio test)	0.000	0.000	0.000
	Share of 0 correctlv predicted (%)	86	85	83
	Share of 1 correctly predicted (%)	86	86	83
	Overall correct predictions (%)	86	85	83

Table 8 -

 8 12: Model validity: condition index, significance and correct

	t--			
	t			
	t.			
	predictions, England -GrowAE.{ot grow		
		Scenario 1	Scenario 2 lScenario 3
	Sondition index	15	151	15
	Significance (likelihood ratio test)	0.000	0.0001 0.000
	Share of 0 correctlv predicted (%)	50	601	50
	Share of 1 correctly predicted (%)	88	8el	89
	Overall correct predictions (%)	88	881	87

Table 8 -

 8 14: Model Results, England -GrowAE'{ot grow -Scenario 1

		Coeff	Std.Err	t-ratio lP-value
	ED345 AGEQ ONE	-0.880 -0.089 3.101	0.489 0.031 1.486	-1.7991 0.072 -2.8571 0.004 2.087]1 0.037
	LEVERAV	0.567	0.258	2.2OOl 0.028
	VANOSPW (KEurOS)	0.006	0.003	1.9541 0.051

Table 8 -

 8 15: Model Results, England -StayiExit -Scenario 2

	coP13 AGEQ	-o.7e3l o.38el -2.049 -o.o57l o.o18l -3.23e 4.4721 1.0751 4.161	0.041 0.001 0.000
	r'ANOSPA (kEuros)	-0.08e1 0.0401 -2.1e0	0.029

ONE P-value coeff. lsto.err. lt-ratio

Table 8 -

 8 16: Model Results, England -Grow/llot grow -Scenario 2

		3.324	1.so6l 2.2071 0.027
	VANOSPW (kEuros) TEVERAV ED345 AGEQ	0.008 0.602 -1.05€ -0.093	o.oo3l 23141 0.021 0.2631 2.2851 0.022 o.soel -2.o7sl 0.038 o.o32l -2.e461 o.oo3

ONE

Sto.err. lt-ratio le-vatue Coeff

Table 8 -

 8 17: Model Results, England -Stay/Exit -Scenario 3

		Coeff. lsto.rrr	t-ratio	P-value
	CNE	3.8141 0.e80	3.893	0.000
	VANOSPA (kEuros) coP13 AGEO	-o.o8ol 0.038 -o.7nl 0.381 -0.0471 0.016	-2.110 -1.901 -2.890	0.035 0.057 0.004
	Table 8-1.8: Model Results, England -Grow/llot grow -Scenario 3
				0.02c

Table 8 -

 8 19: Characteristics of the farms surveyed, share of farms in Zo

	l
	t
	I
	t
	I
	I
	I t

-Initial study done or in progress -Nothing done yet -Not applicable (no livestock units) -Missing I 1 Aude (Languedoc-Roussillon) 22 Côtes d'Armor

(Bretagne) 

32 Gers (Midi Pyrénées) 35 Ille et Vilaine

(Bretagne) 

43 Haute Loire (Auvergne) 53 Mayenne (Pays de la Loire) 56 Morbihan

(Bretagne) 

80 Somme

(Picardie) 

Table 8 -

 8 20: Characteristics of the persons who answered the survey

	42.3
	26.0
	24.6
	t.4
	5.0
	0.7
	27%
	38%
	42%
	4t%
	16.0
	66.2
	t7.8
	206

Table 8 -

 8 21: Sources of household income; thousand euros

	Stated intentions: Exit/stav
	lll" 8'222 change in exit time across scenarios, taking prans under Agenda 2000 as a reference, Zo

Table 8 -

 8 23: change in exit time across scenarios, taking prans under strp as a

	reference, 7o	
	Benchmark: SFP	Full decoupling
	Earlier	2
	No change	97
	Later	I

Table 8 -

 8 24: rntended activity when exiting according to the scenarios, share of

Table g -

 g 25:

Table 8 -

 8 26: Intended ways of implementing the change for those willing to stay' according to the scenariosl average changeso ha

Table 8 -

 8 27: Change in land kept idle or in GAEC according to the scenariosl average changes, ha

Table 8 -

 8 33: Model Results, trrance _ Stay/Exit -Scenario 1

Table 8 -

 8 34: Model Resultso France _ Grodl.{ot grow -Scenario I

			Err		
	ucc P	-0 0.00 -0 1	0 0 0.01 0.6	1.70 2.58	0.1 0.08 0 0.01

Table 8 -

 8 35: Model Results, F.rance _ Stay/Exit -Scenario 2

Table 8 -

 8 36: Model Results, F.rance _ GrowAErlot grow -Scenario 2

		hare of 0 nificance index ndition	cted ratio		012 1 1	1 cenario 2	08 1 cenario 3
		correct of1 co	ns		59	5
	I	osucc EATOT E NE	-0.761 0.007 -0.220 11.321 Coeff	0.393 0.005 0.042 2.157 Std.Err		-1 1 -5 5.24	0.053 0.14 0.0 0.00 e
		RAGE	-0.037 0.001	0.047 0.001		-o.7s4l r4n 1.38 0.16
	I					
	i.					
	f l r I	E TOT ucc NE	-0.037 0.001 -0.761 0.007 -0.22A 11.321 Coeff	0.047 0.001 0.393 0.005 0.042 2.157 Std.Err	-o.7s4l r4n 1.3 0.1 -1.93 0.05 1.4 0.1 -5.22 0.00 5 0 lue
		succ HCROP E E	-0.31 0.0 -0. 1.36 eff.		0 0 0.01 0 .Err	-1.311 1 -1.99 1.9	0.1 90 0.095 0.046 0.046 P-value

Table 8 -

 8 37: Model Results, France -StayAExit -Scenario 3

Table 8 -

 8 38: Model Results, France -GrowAE'{ot grow -Scenario 3

		8.941 Coeff.	1.672 Std.Err	5.34	0.
		-0.182		0.034	-5	0.00
	SUCC TOT	-0.046 0.001 -0.653 0.010		0.038 0.00c 0.371 0.005	1 -1 2.01	0.22e 0. 0.07 0.
				-_t.zul
		Coefi.		Std.Err	
		1.511	0.685		0
		-0.032	0.014	-2	0.021
	PBSUCC	-0.367 0.003	0.241 0.004	-.r52À 0.128 0.71 0

Table 8 -

 8 39: Characteristics of the farms su rveyed; shares of farms in2002

Table 8 -

 8 40 : Characteristics of the persons who answered the survey u This figure is ProbablY due to the fact that one respondent did not count himselflherself in

						Mean (or	Std dev
	and education		54.5	9.2
	Share of	respondents		according	to their education
	(%) Compulsory elementarY school Gymnasium (high school) UniversitY PhD or equivalent Other education	4l 29 8 1 11 10
	Share ofresPondents	according	to agricultural
	education Agricultural education Non-agricultural education	49 37 13
	Work				
	worked in In total Time As a farm	farming (years)	34.r 25.7	1 I	0.8 0.3
	worked off-farm In total Time As a white collar As a blue collar Asa	(years)	8.9 2.5 5.8 3.1	t2.r 7.2 8.2 8.3
	Partic		ln			s'union
	Share ofresPondents Active members Passive members Not members	(%) being	25 60 4 11
	Household		
	Number of PeoPle Under 18 Over 18	in household	0.8 2.0	t.2 0.8
	Successor		
	% Having identified a successor Share ofresPondents Thinking it is too earlY to saY Having not identified a successor	2l 5l 28 0
	Share of	respondents having identified a successor	JJ
	with successor			%

the number of PeoPle over 18 in his/her household.

l.f I

Table 8 -

 8 41: Household Income off_farmStated intentions: Exit/stav ffJ:J;'.';.îïff"# exit time across scenarios, taking plans under Agenda

rïii:i-lilrntended activitv when exiring, according ro rhe scenariosl share of

Table 8 -

 8 44: Intende share of farmers ,r,T tutut" of the farm when exiting according to the scenarios.

Table 8 -

 8 45: Intended waYs of implementing the change for those willing to stay' according to the scenariosl average changeso ha Stated intentions: Production activities

Table 8 -

 8 46: Change in land kePt idle or in GAEC for those willing to staY

	ha

Table 8 -

 8 50: Moder varidity: condition index, significance and correct predictions, Sweden _ StayAExit

	r-	ificance index	ratio	1 .000 1	1 2
						76
				67	6
						7
		Table 8-51:			
		predictions,			
		nifica nce ndition index	hood ratio	cenario 1 16	001 1 Scenario 2
				71	
				I		84
						84

Table 8 -

 8 52: Model Results, Sweden _ Stay/Exit -Scenario I

			.Err		lue
	UB	0.01 -0 5	0 0.01 0.86	2. -6 6.41	0.011 0. 0.00

Table 8 -

 8 53: Model Results, Sweden _ GrowAE.{ot grow -Scenario I

Table 8 -

 8 54: Model Results, Sweden _ Stay/Exit -Scenario 2

Table 8 -

 8 56: Characteristics of the farms surveyed l shares of farms in2002

Table 8 -

 8 57: Characteristics of the persons who answered the survey

	Not applying			
	Converting			9t
					6
	Share of Not LFA	farms in	LFA	in2002, oÂ	J
	LFA not	mountain		40
					60
	I t				
	r-t-				
	t				
	I				

Table 8 -

 8 61: Intended activity when exiting according to the scenarios; share of farmers (7o)

Table 8 -

 8 62: Intended future of the farm when exiting according to the scenarios; Share of farmers(Zo) 

Stated intentions: X'arm size

Table 8 -

 8 63: Intended ways of implementing the change for those willing to stay, according to the scenariosl average changes, ha

	r-L t
	f'-
	t
	I
	t
	r
	t,

Table 8 -

 8 71: Model Results, Lithuania -GrowAE'{ot grow -Scenario 1

		Coeff.	Std.Err	t-ratio	P-value
	NE	0.163	0.718	0.221	0.821
	E	-0.013	0.014	-0.935	0.350
	SHREVCR	0.001	0.002	0.677	0.498
	VANOSPA	0.000	0.001	-0.081	0.935
	cc	-0.370	0.323	-1.144	0.253
	LEVERAV	-0.857	0.484	-1.772	0.076

Table 8 -

 8 72: Model Results, Lithuania -StayAExit -scenario 2 0.2181 Osz

Table 8 -

 8 76: Characteristics of the farms surveyed; shares of farms in2002 Table8-772 Characteristics of the persons who answered the survey

	Individual commercial farms.	
	Number of partners: 1 2 J 4 5 or more		70% 20% 6% 2% 2%
	Share of farms in regions East Slovakia Middle Slovakia West Slovakia	37% 22% 49%
	Share of farms in LFA Not in LFA LFA not Mountain LFA Mountain	(2002)	4t% 5r% 8%

Table 8 -

 8 78: sources of household incom e; o/o of household's total combined income

Table 8 -

 8 83: Intended ways of implementing the changes for those willing to stay, according to the scenariosl average changeso ha Stated intentions: Production activities

Table 8 -

 8 84: change in land kept idle for those willing to stay, according to the scenariosl average changes, ha

Table 8 -

 8 86: Intended change in specific productions for those willing to stay, according to the scenariosl averages, in ha or heads

Table 8 -

 8 95: Model Resultso Slovakia -GroWl\lot grow -Scenario 3

	I/IANAGONF LFANO PBSUCC ONE	-0.067l o.os6l -1.20c o.eesl o.3oel 3.221 o.3o7l 0.3341 o.e2c -0.2861 0.6741 -0.424 Coeff. lstO.rrr. lt-ratio	0.230 0.001 0.358 0.671 P-value
	CORPORATE F'ARMS	
	Description of the sample	

Table 8 -

 8 96: Characteristics of the farms surveyedl shares of farms in2002

Table 8 -

 8 97: Characteristics of the persons who answered the survey

Table 8 -

 8 98: Change of intentions between two scenariosl share of respondents

Table 8 -

 8 100: change in land kept idle or in GAEC for those willing to stay, according to the scenariosl average changes, in ha

Table 8 -

 8 101: Intentions of change in specific production activities according to

Table 8 -

 8 102: Intended change in specific production activities, according to the scenariosl averages, in ha or heads

Table 8 -

 8 105: Characteristics of farms in 2002 according to their intention regarding the future farm area in Scenario 1, ANOVA

	83	41	46	2.1

Table 8 -

 8 108: Characteristics

Table l2 )

 l2 , Yo

Table l2

 l2 

	Average subsidies per ha (ths euros) Average revenue per ha (ths euros)	0.08 0.44	0.09 0.52	0.18 0.72	6.8 {.t't 0.7
	Average share of subsidies in total	t9	22	18	0.5
	revenue (o/o)				
	Share of farms in LFA, %	69	78	80	0.5
	Share of farms in mountainLF{,Yo	10	16	0	0.7
	Share of farms in 'ono payments"				
	cluster (vs. "payments" see Table	3l	22	60	2.2
	r0),yo				
	), o/o				

In Sweden the phone interviews were canied out on a small sample and only on part of the questionnaire.

Scenario 3 Scenario 2 Scenario 1 j l

i l

i ) F t

tt-tt rngans no valid u Calculated with the exchange rate on 1 January 2005

0.651 coen JstaÈrr._ I!
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 8-64: Change in land kept idle for those willing to stayo according to the scenariosl average changes, ha Table 8-65: Intention ofchange in specific productions (by sub-sector) according to the scenariosl shares of farms (7o) Overall correct predictions (%) 541 52 Share of 1 correctlv oredicted (%) 7sl 80 Share of 0 correctlv oredicted (%) .oool .ooo Significance (likelihood ratio test)