SMALL FARMS IN THE PARADIGM
OF SUSTAINABLE DEVELOPMENT

Case studies of selected Central
and Eastern European countries

EDITED BY
Sebastian Stepien
Silvia Maican




REVIEWERS

Wawrzyniec Czubak, PhD, Assoc. Prof., Poland
Dan Topor, PhD, Assoc. Prof., Romania

PUBLISHING EDITOR
Mirostawa Michalska

PROOFREADING
TomE, Cambridge Proofreading LLC
Michat Mostowski

LAYOUT EDITOR
DYWIZ

COVER DESIGN
Krzysztof Galus

© Copyright by Wydawnictwo Adam Marszatek

All rights reserved. The book you purchased is the work of the authors and publisher. No part of it can be reproduced
in any way — mechanically, electronically, by photocopy etc. — without written permission of publisher. If you cite
selected fragments from this book, do not change their content and make sure whose work it is

Torun 2020

ISBN 978-83-8180-250-5

Publication of the monograph is financed by the Polish National Agency for Academic Exchange under
the program of International Academic Partnership, agreement no. PPI/APM/2018/1/00011/U/001,

titled: The role of small farms in the sustainable development of food sector in the countries of Central
and Eastern Europe.

POLISH NATIONAL AGENCY
FOR ACADEMIC EXCHANGE

Wydawnictwo prowadzi sprzedaz wysytkowa: tel./fax 56 648 50 70, e-mail: marketing@marszalek.com.pl

Wydawnictwo Adam Marszalek, ul. Lubicka 44, 87-100 Torun
tel. 56 660 81 60, e-mail: info@marszalek.com.pl, www.marszalek.com.pl
Drukarnia, ul. Warszawska 54, 87-148 Lysomice, tel. 56 678 34 78



TABLE OF CONTENTS

Preface

CHAPTER 1. Small farms in the world: Selected issues
(Michat Borychowski, Agnieszka Poczta-Wajda, Agnieszka Sapa) ..............

1.1, INrOQUCHION .eeiveiiiiiiieieeiteeeteee ettt ettt
1.2, What is a small farm? ......c..cccceeriviinininiiineeeereeeeeeeeeeeae
1.3. Small farms in NUMDETS .....ccuevviriiiiiiiieie e
1.4. Contemporary perceptions of small farms in the context of sustaina-
ble develOPMENT .....cc.eiiiiiiiieiieieite ettt
1.5. Small farms and climate change .......c..cccccceoevninvnnininenenerccenne
1.6. Role of small farms to provide sustainable food security ..........c...........
1.7. Agricultural policy towards small farms ..........ccccecceevevenievenceereeeenene
1.8, CONCIUSIONS  ...eeruiiiiriieiieiteieetesee ettt sttt st

CHAPTER 2. Small farms in Poland
(Sebastian Stepien, Jan Polcyn, Katarzyna Maciuszek, Pawel Oleszek) ......

7280 R 02V o T L1 a0 o RS
2.2. Polish agriculture in the 21St CENTUIY ..c..cccerievienienienieneneeneneereeeene
2.3. Definition and role of small farms in Poland .........c.cccceovevvevirecienreennnnne.
2.4. Small-scale farms in StatiStiCS .......cceverieriereerierienieeiereeee e eee e
2.5. Policy towards small farms in Poland ..........ccccceeveveecieneecienerieneeeenne,
2.6, CONCIUSIONS  ..iiiuiiiiieriieiieeieeiteeieesee st e siteeteesteeteeseaesbeesseesbeesssesnseens

CHAPTER 3. Small farms in Romania
(Andreea Cipriana Muntean, Carmen Adina Pastiu, Silvia Stefania Maican,
Michat Borychowski)

3.1, INrOdUCHON eooviiiiieieicericerc e e
3.2. Agricultural sector in Romania — basic information ...........cccccceveneeneee.

11
12
15

55



TABLE OF CONTENTS

3.3.
3.4.
3.5.
3.6.

What is a Romanian small farm? ..........ccccceceevieieeiiniececeeeeeeeeeene 61
Small farms dAtaSel .........cceeveeereevieeieeiieeeerie et et ee et resreeee e eneens 63
Agricultural policy for small farms .........cccoceeeerveereniieneeeeeeeeeeeene 69
(070) aTad 1113 ) TSRS 72

CHAPTER 4. Small farms in Lithuania
(Vlada Vitunskiené, Jolanta Drozdz, Asta Bendoraityté, Agnieszka Sapa) .. 75

4.1.
4.2.
4.3.
4.4.
4.5.
4.6.

(0 0 Ta L Lad i o) AT SRSRRSRP 75
The Lithuanian agricultural sector — basic information ..........c.cccceceeeene 76
What is a Lithuanian small farm? .........cccceceeviiieiiiiieiieeececeeeeeen, 79
Small farms dAtaSet .........ecceeceereeriereerierierie ettt 81
Agricultural policy towards small farms ..........cccceevrveerenvenencieeeieene 89
(@70 aTad 1113 o) - TSRS 95

CHAPTER 5. Small farms in the Czech Republic
(Ivo Zdrdhal, Eliska Svobodovd, Véra Becvdrovd, Karel Vinohradsky) .... 100

5.1.
5.2.
5.3.

5.4.
5.5.
5.6.
5.7.

INrOAUCION ...ttt 101
Change in the farm size structure in the Czech Republic .................... 102
Disparities in the economic efficiency of farms of different sizes

in the Czech Republic .....ccccooviiiiiiiiiiieeee e 110
Productivity of farms of different size and production orientation ..... 111
Effects of subsidies on profitability of farms .........cccccocevvrvvevierceennenne. 115
Agricultural policy towards small farms in the Czech Republic ......... 116
CONCIUSIONS vttt 120

CHAPTER 6. Small farms in the Republic of Serbia
(Aleksandra Tosovi¢-Stevanovié¢, Dragan Calovié, Goran Lalié,

Milena Zuza, Aleksander Grzelak) 123
6.1. INrodUCtION ....cocceviiriiriiriiniiieietcreeteteee e s 124
6.2. Statistical review of the state of agricultural holdings in the Republic

Of SEIDIA .ovoeiiiiiciee e 125
6.3. The role and importance of small farms in the Republic of Serbia .... 129
6.4. Differences between small and large agricultural holdings ................. 131
6.5. Support policy for agriculture in Serbia .........ccccocvviviirvinenienenenenienne. 133
6.6. CONCIUSIONS ...ceiiiiiiiiiiiciiec e 136



TABLE OF CONTENTS 5

CHAPTER 7. Small farms in the Republic of Moldova
(Alexandru Stratan, Anatolie Ignat, Eugenia Lucasenco, Sergiu Tirigan,

Agnieszka Poczta-Wajda) 139
7.1, TNrOAUCHION ...evevieeieiieieieeieeeete ettt st ste e beese e teesae e essesaeensens 140
7.2. Agricultural sector in Moldova — basic information .........c.ccccceerenene 141
7.3. What is a Moldavian small farm? .........cccceceviiiininninieienceenceene 144
7.4. Small farms dataset ..........ccccecerieeieererieeneeeere e 145
7.5. Agricultural policy towards small farms ..........ccccoceeveveninenenenenenne 151
7.6. CONCIUSIONS .oouviieiieeiieiiieiieeieeseeete et e e e esteeeteesteesaeesaeessaeebeesssaenseens 157

CHAPTER 8. Common Agricultural Policy towards small farms

in the European Union, with particular emphasis on Poland
(Bazyli Czyzewski, Sebastian Stepien, Katarzyna Smedzik-Ambrozy,

Marta Guth) 160
8.1, INrOAUCHION ..ooieriiiieiieierieeestcee ettt st 161
8.2. Support for agri-environmental projects in 2004—2020 ..........ccceeuvenee. 162
8.3. Assessment of the impact of the CAP subsidies on environmental
SUSLAINADIIILY  .eooveiiiiiiieee s 166
8.4. Impact of the CAP subsidies on farms productivity ...........c.ccccerveruenee. 171
8.5. Why is supporting the productivity of small farms ineffective? .......... 174
8.6. Support for semi-subsistence farms in Poland ...........ccccceeveverieenenen. 176
8.7. CONCIUSIONS  ..oviiiiiiiiieierieeeeteeete ettt sttt 178
Closing remarks 182

List of references 186







Preface

In recent years, in the field of agricultural economics, a discussion about the
directions in development of the agricultural sector has taken place. The indus-
trial agriculture model, popular in the second half of the last century, is increas-
ingly being contrasted with the concept of sustainable development. This is the
effect of the growing awareness of the negative externalities that the neoliberal
model of market regulation has brought. Guided by the principle of microeco-
nomic optimisation, it favoured concentration of production, creating large-scale
agricultural enterprises and transnational concerns. This process took place in
the conditions of deprivation of weaker agricultural producers, extinction of pro-
duction in areas with less favourable natural and economic conditions, degra-
dation of the natural environment and deterioration of food quality. Paradoxi-
cally, the problems mentioned above concern highly developed countries, while
in other regions of the world the agricultural sector operates in a more tradi-
tional way. The basis of its functioning are small-scale family farms. This sit-
uation is also typical for Central and Eastern European countries, hence the
question about the desired scenario for the agricultural sector in this part of the
globe. According to the editors, sustainable development is necessary to main-
tain the functioning of small farms in the context of the increasingly destructive
side effects (both socially and environmentally) of industrial agriculture. At the
same time, the authors are aware of the shortcomings of small agricultural hold-
ings, associated primarily with low productivity of production factors. However,
they assume that the various non-economic functions that this type of unit fulfill
overcompensate for these negative aspects of small farming.

The presented monograph addresses these dilemmas and tries to demonstrate
the legitimacy of such thinking. It covers a broad case study of Central and
Eastern European countries, such as: Poland, Romania, Lithuania, the Czech
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Republic, the Republic of Serbia and the Republic of Moldova. The authors of the
following chapters attempt to expound the perception of agriculture in a given
economy, and — against this background — show the position of small family
farms and their role in support policy. The complementary part includes a review
of the EU’s agricultural policy as an exemplification of the Community approach
to the issue of small-scale farms. As a result, the joint goal of all parts of the
book is to unravel universal premises for the functioning of fragmented agricul-
ture in the analysed part of Europe. The conclusions of the study may corrobo-
rate the hypothesis about the need to incorporate small-scale farms into market
processes, while preserving the function of a provider of social and environmen-
tal public goods, in line with the changing expectations of society.

This monograph was created as part of the research project of the Polish
National Agency for Academic Exchange, the International Academic Partner-
ships program (contract number PPI/APM/2018/1/00011/U/001). The project
entitled ‘The role of small farms in the sustainable development of the food sec-
tor in the countries of Central and Eastern Europe’ has been implemented since
the beginning of 2019 by Universities and Institutions from five countries (listed
above) outside the Czech Republic. One of the first tasks was to prepare detailed
reports with a diagnosis of the agricultural sector in these regions, with particu-
lar emphasis on small farms in the context of sustainable development. Based on
them, chapters of this book have been compiled and their contents are the basis
for the Project research. The added value of this monograph stems from data of
national statistical databases, reports and studies conducted in languages native
to the countries under the study. Gathering them all in one place, without the
involvement of co-authors from all analysed countries, would be an impossible
endeavor. It has to be pointed out that there are no other comparative analyses,
as comprehensive as this one, of the agricultural sector in the regions of Central
and Eastern Europe.

At this point, we would like to thank everyone involved in the creation of
this monograph. In particular, we would like to thank our Project Partners from
‘1 Decembrie 1918’ University in Alba Iulia, Vytautas Magnus University in
Kaunas, Megatrend University in Belgrade, The National Institute for Economic
Research in Chisnau and Stanislaw Staszic State University of Applied Sciences
in Pita. Many thanks to people from our friend Mendel University and Poznan
University of Economics and Business. The work would not have been accom-
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plished without their commitment, reliable work and valuable comments. We
also thank the reviewers and publishers for their work, input and contribution to
the final version of the publication.

Sebastian Stepien, Silvia Maican
Pita—Poznan—Alba Iulia, 28.01.2020






CHAPTER 1. Small farms in the world: Selected issues
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Abstract

The importance of small farms for sustainable development, ensuring global food secu-
rity and mitigating climate change has become a frequent topic of scientific debates and
international discussions. This chapter investigates the definition of the small farm and
key issues related to small-scale farming, particularly the distribution of small farms
within specific regions, how they are perceived, their relationship to sustainable devel-
opment and their role in ensuring food security and mitigating climate change. The chap-
ter ends with reflections on policy towards small farms.

Keywords: small farms, agriculture, sustainable development, food security
JEL codes: Q01, Q54

1.1. Introduction

Small farms and related rural areas are places of residence and work for nearly
50% of the world’s population [World Bank 2016] and especially in the poorer
parts of the world. At the same time, small farms contribute significantly to en-
suring food security, especially in developing countries. They also protect and
enhance natural resources and the environment. Discussions about small farms
are, however, very difficult because opinions about them vary widely in differ-
ent parts of the world. There is no consensus even on the definition of a small
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farm. Therefore, the purpose of this chapter is to organise information about
small farms based on a literature review.

The rest of this chapter is organised as follows: the next two sections provide
a review of the definition of the small farm and basic data on their number and
the area they occupy. The following section discusses contemporary perceptions
and specific economic, social and environmental aspects of the role of small
farms in sustainable development. The next two sections contribute to an under-
standing of the role of small farms in climate change and food security. The final
two sections provide some policy insights and conclusions.

1.2. What is a small farm?

The analysis of small farms is difficult because there is no clear answer to
this question.! Researchers emphasise that there is no universally accepted
definition of small farms (or smallholder) [Davidova and Thomson 2014;
Guiomar et al. 2018]. This is primarily because the structure of farms is multi-
-dimensional in various countries and regions and because farms are categorised
differently based on physical and economic size, market participation, revenue
or commodities sales, the number of part- and full-time workers they employ,
the types of farming and so forth. Small farms can also vary greatly because of
the heterogeneity of farming systems, historical legacies and the demographics
and geographical circumstances of countries [Gioia 2017]. In the literature, the
term ‘small farm’ is often used synonymously with terms such as ‘subsistence
farm’, ‘semi-subsistence farm’, ‘resource-poor farm’, ‘low-sales farm’, ‘non-
-commercial farm’, ‘low-input farm’ or ‘family farm’. However, these terms
may differ in their meanings, especially for the last one, and should not be used
interchangeably in each case [Heidhues and Briintrup 2003]. The use of family
labour resources and farm management by a family member is assumed to be the

I It can be also notice, that there is also no universal definition of a farm. Therefore,
the definitions may differ depending on the definition criterion adopted. In practice, each
country adopts separate conditions for defining this concept. For example, in Poland we
distinguish the following criteria: the Civil Code, tax law, support under the CAP, for
the purposes of determining contributions and pensions, for calculating health insurance
and for statistical purposes of the Central Statistical Office.
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main distinguishing feature of a family farm. Social relations in the family and
in the local community, cultural context and traditions as well as involvement
in the life of local communities as a function of supporting rural areas are also
treated as very important characteristics [Drygas 2014]. Due to the fact that these
functions are frequently assigned to small-scale agriculture, the notion of ‘small
farm’ and ‘family farm’ is equated. Anyway, this approach seems justified in
the case of regions or countries where the basis of agrarian structure are small
family farms. This situation occurs, among others in Africa, Asia, and most
countries of Central and Eastern Europe. Therefore, if the term ‘family farm’
appears later, the authors mean a small-scale farm. A similar approach is used,
inter alia, by Dixon, Tanyeri-Abur and Wattenbach [2004], Thalpa [2009] and
Berdegué and Fuentealba [2011].

Small farms are defined according to different criteria, such as structural
size (e.g. farmland area, number of animals, number of labour force), economic
size (standard output, gross cash farm income or farm revenue, annual sales or
turnover, etc.) and market participation (e.g. purchased inputs, foodstuff sales)
[ENRD 2010; European Commission 2011; Szumelda 2013; Guiomar et al. 2018].
Small farms are usually distinguished by using thresholds on these farm size
indicators [Davidova and Thomson 2014], but each category has its advantages
and disadvantages.

The most common indicator for differentiating small farms is the physical
threshold expressed in farmland areas such as hectares (ha) or utilised
agricultural area (UAA). In this context, small farms are often defined as
those with an agricultural area less than 2 ha or 5 ha [Wiggins, Kirsten and
Lambi 2010; IFAD and UNEP 2013; Lowder, Skoet and Raney 2016]. Such
a criterion has universal appeal because it is easily measurable and available
for all farms as univocal information, but also because the land resources are
relatively unchanging over time, hence the unit assignment to a given group
is permanent. It is also convenient to use for cross-country and world regions
analyses. However, it is strongly influenced by the geographical context of
analyses [Guiomar et al. 2018]. The disadvantage of this approach is that the sole
number of hectares does not capture all the complexity of a farm system.? So,

2 For example, the average farm size in the US is 175 ha, in Australia 3,200 ha, but
in India and China around 1.25 ha.
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the criterion of average size should be accompanied by additional criteria like the
number of people employed, the number and types of commodities produced, the
degree of specialisation, farm income or sales and land efficiency.?

Another structural threshold indicator is the size of the labour force. Small
farms generally use a lower labour input than larger farms. Because people
often work part-time on the farm, the labour input is measured by the number
of annual work units (AWU) per farm instead of the number of persons. AWU
is understood as the equivalent in full-time work of each person working on
the farm. According to that criterion, farms are small when they employ less
than 1.5 AWU [European Commission 2011; Guiomar et al. 2018]. This way of
identifying small scale farming is relatively easy to collect and to understand, but
only a few countries provide such data at a regional scale [Guiomar et al. 2018]. It
also does not take into account some particular characteristics (e.g. specialisation,
extensive or intensive production) and technological modernisation [Veveris and
Sapolaite 2017] that determine the farms’ employment.

These physical definitions of small farms are not always sufficient to reflect
their economic potential, so an economic size indicator is used. This criterion
is especially applied in the European Union, where the economic size of a farm
is measured by the total Standard Output (SO) expressed in euro. A threshold
of EUR 25,000 of SO* per year is used to define a small farm (from EUR 8,000
to less than EUR 25,000). Very small farms (from EUR 2,000 to less than EUR
8,000) and medium small farms also are distinguished (from EUR 25,000 to
less than EUR 50,000) [FADN 2018]. The economic criterion of small farms
compliments the physical one and is often adequate to identify farms’ need for
special support. As some examples show, being small in physical terms does not
mean that the farm is small in economic terms [ENRD 2010; European Com-
mission 2011].

3 For example, farms that specialised in horticulture generally had a smaller than av-
erage UAA and could yield higher revenue than farms of extensive production on a large
area [European Commission 2011].

4 This measure has been used since 2010. Before that, small farms were defined as
having less than 8 ESU (European Size Units, 1 ESU = 1,200 EUR). ESU was calculated
as the sum of the standard gross margin (SGM) of each agricultural activity [European
Commission 2011; Guiomar et al.].
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Market participation is sometimes used to define small farms. This refers
to the share of a household’s self-consumption and it uses the categories of
subsistence, semi-subsistence and commercial farm. The drawback to using
market participation is the lack of data. So, a more popular approach is to divide
farms into only two groups: one where the household consumes less than 50%
of its production and one that consumes more (called self-consumed) [European
Commission 2011]. The main disadvantage to this is that the share of agricultural
products sold or consumed by a household can be assessed only by farmers, it
is discretionary [Davidova 2011] and it needs detailed information, which is not
practical to gather in a very large population [ENRD 2010]. It is worth noting
that market participation should be assessed not only from the consumption
point of view but also from the production perspective [Davidova, Fredriksson
and Bailey 2009; EC 2011].

Thus, it can be concluded that it is difficult to explain ‘how small is small?’.
As noted by Nagayets [2005] ‘the sole consensus on small farms may be the lack
of a sole definition’. Assessing the power of small farms, more than one criteri-
on should be analysed against the geographical background. The distribution of
farm sizes is very heterogeneous across countries, regions and the world [Hazell
et al. 2010; Lowder, Skoet and Raney 2016] so it is difficult to present the global
situation of small farms as a universal case.

1.3. Small farms in numbers

It is estimated that there are around 570 million agricultural holdings in the
world, of which around 4% are in high-developed countries, 50% are in Chi-
na and India and the remaining 46% are in other developing countries [FAO
2014; Lowder, Skoet and Raney 2016]. The vast majority of farms in the world
are small farms (less than 2 ha) and are estimated to be around 475-500 million
[Wiggins, Kirsten and Lambi 2010; IFAD and UNEP 2013; Lowder, Skoet and
Raney 2016]. Farms smaller than 1 hectare account for 72% of all farms but con-
trol only 8% of all agricultural land. Farms between 1 and 2 ha account for 12%
of all farms and control 4% of the land, and farms between 2 and 5 ha account
for 10% of all farms and control 7% of the land. Farms larger than 50 ha account
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for only 1% of the world’s farms, but they control 65% of the world’s agricultur-
al land [FAO 2014].

These numbers, however, look different in specific income groups and in spe-
cific regions. In developing countries, where over 95% of all farms are smaller
than 5 ha, these farms occupy around 70% of all farmland. Farms bigger than
5 ha occupy only 30% of all farmland in developing countries, but over 95% in
developed countries. In developing countries, the size of the average farm is de-
creasing while in developed countries it is increasing [Lowder, Skoet and Raney
2016].

In East Asia and the Pacific, South Asia and Sub-Saharan Africa, over 50%
of farms are smaller than 1 ha, and over 90% are smaller than 5 ha. These farms
occupy a relatively high share of the agricultural area — over 60%. In those re-
gions, only a few farms are larger than 50 ha. In Europe and Central Asia and
the Middle East and North Africa, the pattern is different. Small farms (less than
5 ha) also make up the majority of holdings (over 80%), but their share of occu-
pied agricultural land is less than 30%.

Table 1. Small farms in developing countries
by total holdings and farmland area

Share of holdings by land Share of agricultural area

Region size (in percent) by land size (in percent)
<1lha <5ha <1 ha < 5ha
East Asia and Pacific (excl. China) >50 >90 <15 <60
South Asia > 60 >95 <20 <70
Europe and Central Asia >45 >80 <5 <30
Middle East and North Africa > 60 >85 <10 <25
Sub-Saharan Africa > 60 >90 <20 <75

Latin America and the Caribbean >15 >50 <1 <5

Note: Country groupings are the same as those used by the World Bank.

Source: Lowder, Skoet and Raney 2016.
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In Latin America and the Caribbean, small farms operate on a very small share
of land because in that region almost 50% of agricultural land is occupied by
farms larger than 1,000 ha. In high-income countries, 98% of all farms are larg-
er than 5 ha and the average size of an agricultural holding exceeds 60 ha [FAO
2017; Lowder, Skoet and Raney 2016]. However, in high-income countries, espe-
cially in Europe, the share of small farms (less than 5 ha) in the total number of
holdings is very diverse, from less than 10% in Germany or Great Britain to over
70% in Italy.

1.4. Contemporary perceptions of small farms
in the context of sustainable development

The importance of small farms has been questioned many times in literature.
When one thinks about small farms, traditional technology, inefficient use of
scarce resources [Kostov and Lingard 2004] and poverty [Mathijs and Noev
2004] come to mind. Small farms are treated as an unwanted phenomenon and
as impediments to rural growth [Davidova, Fredriksson and Bailey 2009]. Small
farms are seen to have low efficiency and productivity, with weak integration
into markets. The result is insufficient household income [ENRD 2010].

Small farms are perceived as an intermediate stage of agricultural transfor-
mation that is directed toward specialisation and market orientation [Petrick and
Tyran 2003]. This process is in line with overall economic growth character-
ised by a decline of the relative importance of agriculture’s contribution to GDP.
Shrinking number of small farms caused by an inability to compete with effi-
cient agribusiness was treated as a natural process in the neoliberal debate. But
it seems that perception has changed in recent years and in the 21st century the
position of small farms is growing [Shucksmith and Rgnningen 2011].

Opinions about the need for small farms are changing because of changing
economic, social and environmental circumstances. They are no longer being
ignored — both large and small farms may function successfully since the ob-
jectives and trends of their activity and success factors are different [Lithuanian
Institute of Agrarian Economics 2018]. The role of small farms is discussed in
various aspects, including sustainable development and its economic, social and
environmental dimensions. Some researchers emphasise the role of smallhold-
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ers in economic growth and reducing poverty. They suggest that growth among
smallholders has far more growth ‘linkages’ (by production and demand) than
growth in any other sector. Some argue that growth in agriculture has the high-
est multiplier effects [Mellor 1995], and they offer Africa as a prime example
[World Bank 2007; Staatz and Dembele 2008; Janvry and Sadoulet 2010].°
Small farms seem to be important also for the social dimension of sustain-
able development. Small farms are of very large significance in developing the
density of rural population, including the borderland and less beneficial territo-
ries. Hence, to some extent, they are responsible for rural viability. From a social
point of view, small farms can be treated as a buffer against poverty and eco-
nomic crises. According to Heidhues and Briintrup [2002], small farms allow
people to survive under difficult and risky conditions, and they can stabilise, to
some extent, fragile economies. There is also an important role of small farms in
their contribution to the creation and protection of cultural and natural heritages.
Small farms can play an important role in providing some environmental
public goods such as landscape and biodiversity, the quality air, soil and water
and improving the resilience of the land to natural disasters such as fires and
floods. Small farms practice high-diversity agriculture more often than large
commercial farms. There are several reasons for this inverse relationship [Boyce
2004]. First, small farms are generally more labour intensive. Cultivating
some varieties needs more time and effort, so they are applied by farmers
with a lower real cost of labour, usually family labour. Second, high-diversity
agriculture depends on the farmers’ knowledge of different crop varieties and
their relationships to microhabitat variations. Small farms are perceived as
repositories of such knowledge, with special attention to indigenous cultures.
Traditional ecological knowledge is a combination of theory, experience and
beliefs [Berkes 1999]. The significance of local farmers’ knowledge used for
diversified arable crops was the subject of research [Berkes, Colding and Folke
2000]. Third, small farms often exist in unfavourable agricultural environments,
on land that is unattractive for large commercial farms. For example, according

> However, according to Collier and Dercon [2014], there is no evidence for such
a significant role of small farms in growth, so they suggest moving the ‘emphasis and re-
sources away from small farm (and small trader) models and open up new forms of com-
mercialisation’.
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to Tryjanowski et al. [2011], bio-culturally diverse agriculture is mainly present
in socially and economically peripheral areas in Europe. The marginalisation of
the land is connected with low productivity of soils, distance from large cities
and industrial centres, migration because of a lack of industrial development and
limits to the prosperity of mass tourism [Danson and de Souza 2012]. Historical
and political circumstances [Babai et al. 2015], traditional landscape structure
and local cultural and management also play their roles [Babai and Molnar 2014].

1.5. Small farms and climate change

Agriculture emits into the environment significant amounts of greenhouse gases
(especially carbon dioxide, methane and nitrous oxide). The share from agricul-
ture on the global scale is between 11% and 24% (including agriculture, forestry
and other land use), and it varies in different continents (less than 11% in North
America and Europe, 15-17% in Africa and Latin America and the Caribbean, to
44% in Asia [FAO 2014; Ritchie and Roser 2018; The World Bank 2014]. Crops
and livestock are the main sources of water pollution by nitrates, phosphates and
pesticides, but they contribute to air pollution as well. Another issue is the in-
crease in population. This requires higher production, which is achieved by ex-
panding agricultural land and intensifying farming practices [Ritchie and Roser
2018]. Thus, agriculture is one of the main causes of global warming and the loss
of the world’s biodiversity. At the same time, agriculture has the potential to mit-
igate some effects of climate change [FAO 2019].

Agriculture is also affected by climate change in both positive and negative
ways. Global warming can bring some benefits for agriculture: new areas suitable
for planting, longer growing periods, decreases in the costs of overwintering live-
stock, improved crop yields and faster growth of forests. However, agriculture
may also suffer from climate change, because the weather becomes more volatile
and unpredictable. In some regions of the world, there are new and sharp phenom-
ena in agriculture like droughts, floods and tornados [FAO 2019]. Because of all
this, the relationship between agriculture and climate change is complex.

The adverse impacts of climate change fall disproportionately on poor
countries and regions (tropical and subtropical zones). It will be the hardest and
the most unfavourable for small-scale farmers and other low-income groups
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in areas prone to drought, floods, saltwater intrusion and sea surges [Awazi,
Tchamba and Avana 2019; FAO 2019; Habtemariam, Kassa and Gandorfer 2017].
Bharucha [2019] suggests that it will affect farms working on land below 2 ha.
Other authors stress that climate changes will affect Africa the most because
most of its farming systems depend on climatic parameters such as dependence
on rainfall distribution and susceptibility to drought in cocoa production. This,
in turn, is very important for many African countries (for example Ghana, where
there are over 800 thousand smallholder farm families) [Asante et al. 2017]. The
impact of climate change on farms depends on many factors, including farm size
and physical environment, the types of crops grown and local climatic changes
[Habtemariam, Kassa and Gandorfer 2017]. According to Abid et al. [2016],
the sensitivity of small farmers in Pakistan to climate-related risks depends
on the availability of resources. At the same time, some authors suggest that
there should be improved access to the institutional services connected with
the climate-specific advisory. It could help farmers to adapt to climate change,
increase resilience to climate-related risks and improve their economic situation
[Abid et al. 2016].

There are some technological and political tools to reduce greenhouse gas
emissions and to promote adaptation to climate change which could be addressed
to farms (including small farms). These are better management of residues
from crop and livestock, improvement of fertiliser and water use efficiency,
restoration of degraded lands and expansion of agroforestry and reforestation,
the introduction of subsidies for using environmentally friendly techniques, the
introduction of environmental taxes on chemical fertilisers and energy inputs
[FAO 2019]. One example of using a positive and encouraging instrument of
agricultural policy to support environmentally friendly farming practises is
a ‘green’ direct payment beneficial for the climate and the environment. The
principle behind this greening method is to remunerate farms for their efforts
to protect the environment and keep the biodiversity. And this instrument may
be promoted among small farms, which cannot compete equally with large ones
and achieve economies of scale [European Commission 2017]. China is one of
the most polluting countries in the world. It produced 27% of global emissions
of carbon dioxide in 2017 [Ritchie and Roser 2018], especially from industry, but
from agriculture as well. Implementing environmental technologies needs strong
policy subsidies to be accepted by the farmers [Hu et al. 2019]. Bharucha [2019]
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points out that small farms are increasingly using innovative methods to reduce
greenhouse emissions and adapt to climate change. He calls them ‘true pioneers
of climate-smart agriculture’, being both productive and environmentally friendly,
providing benefits like conserving biodiversity and even reducing poverty and
improving nutrition. Thus, they can implement sustainable intensification around
the world, for example in Burkina Faso, Ethiopia, India, Kenya, Niger, Tanzania
and Uganda. Some authors point out the need to implement the climate-smart
practices in small farms if they are to continue feeding the increasing population
in Asia and Africa [Awazi, Tchamba and Avana 2019].

1.6. Role of small farms to provide sustainable food security

One of the major challenges today is to achieve sustainable food security (i.e.
the basic right of people to consume the food they need, without harming the
social and environmental system). Farmers play an important role in ensuring
food security and improved nutrition, but they are also affected by a lack of
food security. These include typically owners of small farms and their families.
[Ruane and Knickel 2016]. The problem of food security in small farms is often
addressed in the literature [Tibesigwa and Visser 2016; Ahmed et al. 2017,
Reincke et al. 2018]. According to FAO data, the problem of hunger affects 800
million people, of whom most are in rural areas. The reasons for food insecurity
include low income, poor links to the market and adverse climatic conditions.

Globally, small and medium farms are significant in ensuring sustainable
food security. According to different sources, 500 million small farms produce
between 30% [Ricciardi et al. 2018] and even 80% of the world’s food [FAO
2014]. These farms, however, use only 25% of natural resources, including land,
water and fossil fuels, to produce food [ETC 2017]. However, important regional
differences exist. In North and South America, Australia and New Zealand, over
three-quarters of cereals, meat and fruits and vegetables are produced by large
farms over 50 ha. In Sub-Saharan Africa and Asia, however, small farms pro-
duce over three quarters of food products; and very small farms (less than 2 ha),
about one third [Herrero et al. 2017].

But ensuring food security refers to both an adequate caloric intake and micro-
-nutrients such as vitamins and minerals. Smaller farms grow more crops used for



22 CHAPTER 1. SMALL FARMS IN THE WORLD: SELECTED ISSUES

food. A large volume of crops produced by bigger farms go into processed goods
like biofuels, are used or sold as seed or animal feed or are lost during storage
and transport [Naylor et al. 2005]. On a global scale, most vegetables, roots and
tubers, pulses, fruits, fish and livestock products and cereals are produced in
diverse landscapes. The same is true for the majority of global micro-nutrients
and proteins. Yet the diversity of agricultural and nutrient production diminishes
as farm size increases [Herrero et al. 2017].

The importance of small farming in ensuring sustainable food security has
been recognised globally and included in the UN Sustainable Development
Goals, especially in Goal 2.3. This goal aims to end hunger and achieve food se-
curity through sustainable agriculture by 2030 by doubling the agricultural pro-
ductivity and the incomes of small-scale food producers, in particular women, in-
digenous peoples, family farmers, pastoralists and fishers [United Nations 2015].

1.7. Agricultural policy towards small farms

Agricultural support (through subsidies) has been criticised for distorting mar-
kets, market forces and the allocation of production factors in economies by con-
straining structural changes which are crucial for economic growth and devel-
opment. At the same time, there are many reasons to support this sector and its
benefits, especially in form of supporting farm incomes, keeping the added val-
ue in agriculture, sustaining rural areas and creating jobs in agriculture and oth-
er sectors of the economy [Garrone et al. 2019]. This kind of policy seems to be
especially important for small farms, which are depreciated in the economy and
are not able to achieve economies of scale.

Based on the achievements of the International Year of Family Farming 2014
(formally declared by the General Assembly of the UN), the United Nations
declared 2019-2028 to be the Decade of Family Farming [FAO 2019b]. In this
way, the Food and Agricultural Organization (FAO) shows that small-scale family
farming will play an important role and can hold the key to a more sustainable
future. Supporting small and family farms is included in four regional priorities of
FAO in Europe and Central Asia, where FAO aims to improve policy development,
sustainable agricultural production and rural livelihoods while reducing rural
poverty. Other general and crucial challenges and purposes are: (1) diversify the
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rural economy to provide both on- and off-farm employment; (2) support farmers
in the form of training to shift production processes to more environmentally
friendly methods (like organic farming and agroecology); (3) promote the
engagement of female farmers; (4) improve agrarian structures and support land
consolidation while ensuring access for smallholders. FAO promotes integrated
community development, a participatory and inclusive approach adjusted to each
community. The tools to achieve the goals mentioned above are better policy
coordination, social protection, investments in rural infrastructure, improvement
of input used in production and one-off support schemes for new farmers [FAO
2019b]. Such activities are included in India’s agricultural policy [Singh, Kumar
and Woodhead 2002]. In Kenya, agricultural policy revolves around increasing
productivity and income growth in farms, encouraging the diversification of
farms, supporting food security and ensuring environmental sustainability. These
goals concern especially small farms [Alila and Atieno 2006]. The diversity of
small farms implies that they may respond differently to any development support
or initiative under an agricultural policy, thus targeting policy interventions seems
to play a crucial role [Kansiime, van Asten and Sneyers 2018]. Therefore, there
is a need to concentrate support on interventions that contribute significantly to
farm efficiency, in particular, in small farms. Although some authors point out
that the need for governments to help small farms is not always apparent, but well-
targeted agricultural policy to correct market failures can improve efficiency and
equity, which could be beneficial for agriculture [Hazell et al. 2010].

In the Common Agricultural Policy (CAP) of the European Union, there are
many instruments for supporting farmers. The most common and important one
is direct payment, which are granted to farmers in the form of a basic payment
per hectare. There are two additional instruments that target small farms.
These require farmers to apply for them. They are (1) redistributive payment
and (2) small farmers-scheme. Redistributive payments aim to improve support
for small and medium-sized farms. EU countries may reallocate up to 30% of
their national budget to redistributive payments for the first eligible hectare.
As of 2019, 10 EU member states are using this tool. The second instrument is
a small farmers scheme that simplifies administrative procedures and exempts
participating farmers from greening obligations and cross-compliance sanctions
and controls. This is because small farms could have problems complying with
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these regulations. At present, the scheme is applied in 15 EU member states
[European Commission 2017].

1.8. Conclusions

In developing countries, small farms occupy most of the farmland and produce
most of the food. Small farms are therefore crucial to global food security and
sustainable development, although they achieve lower income and are not as
productive as large farms. However, they can play different roles, which are ig-
nored by large farms. These could include maintaining the vitality of rural life
and stimulating the local economy, providing public goods (air, soil and water of
good quality, ensuring biodiversity), producing food ecologically and protecting
cultural and natural heritages. Moreover, small farms can contribute to mitigat-
ing climate change by using environmentally friendly farming practices [see i.a.
Altieri 2008; D’Souza and Ikerd 1996; Bargout 2014]. Therefore, the importance
of small farms and the benefits they provide should be appreciated, while the
challenges they face should be recognised.
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Abstract

Small farms in Poland constitute the core of the agricultural sector. Their share in
the structure of farms, employment in rural areas, total agricultural production and
utilised agricultural area is relatively high. These entities also perform many social and
environmental functions, which underlines their importance. Therefore, the purpose of
this chapter is to indicate the position of small farms against the background of the
entire agribusiness sector, to define their role as a provider of public services, and finally
to show activities in the field of support policy for this group of market participants.
These elements will be preceded by considerations on the definition of a small farm. This
study is based mainly on data from Central Statistical Office, Farm Accountancy Data
Network and Eurostat, as well as source materials and thematic papers.

Key words: small farms, Polish agriculture, support policy, statistical data
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2.1. Introduction

Agricultural development is one of the key dilemmas of the modern world. As
global population grows, there is a rising demand for food, which demonstrates
the strategic role of this sector. There is no single answer to the question of which
development model should prevail in current economic, social, environmental
and climatic conditions. However, the necessity to consider the above mentioned
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criteria on an equal footing, in compliance with the assumptions of sustainable
development, is increasingly recognised. This subject is particularly important
from the point of view of small agricultural holdings, especially when we take
into account their number and their role in the development of agriculture and
rural areas. It is estimated that there are about 570 million farms in the world
and that about 4% of them are located in highly developed countries [FAO 2014;
Lowder et al. 2016]. The great majority of farms, especially those situated in
developing or poor countries, are still small farms (here: less than 2 ha). Their
number is estimated to be about 475-500 million [Wiggins et al. 2010; IFAD and
UNEP 2013; Lowder et al. 2016].

In the second half of the 20th century, the functioning of the economy was
perceived through the lens of economic efficiency, treated as the main selection
criterion in neoliberal political doctrine [Diaz and Korovkin 1990; Moore 2000;
Busch 2010]. In the case of agriculture, it was assumed that its development should
involve industrialisation, as well as the consolidation of land and farms. The then
market mechanism was based on the triad of ownership, as well as supply and
demand regulations in agriculture. It was supposed to lead to the concentration
of production, which would lower unit costs, and to the pressure to increase work
efficiency, as a precondition for competitive advantage [Hayami and Ruttan
1985; Gruchelski and Niemczyk 2016]. At the same time, the doctrine which
postulated the primacy of microeconomic efficiency stimulated the development
of oligopolistic and monopolistic structures. As a consequence, small farms
were pushed out of the market because in the process of generating economic
surplus, they were the weaker party as compared to their market environment.
In this approach, small farms were treated as backward and unproductive, and
thus constituted a threat for the development of the global economy [Heidhues,
Briintrup 2003]. However, the pressure to increase efficiency did not take into
account the full cost of the production process. It is not only about social costs
related to the elimination of small-scale farming, but also about the increasing
environmental burden and the failure to balance unfavourable factors, such as
soil impoverishment, the worsening of hydrologic conditions, the eutrophication
of bodies of water, steppe-formation, etc. Therefore, environmental welfare and
its uniqueness are not taken into account.

As a response to reservations about industrial farming, there emerged the
idea of sustainable farming [Lantiga et al. 2015; Velten et. al. 2015; Zegar and
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Wrzaszcz 2017]. It postulates multi-dimensional objectives, starting from food
production, through satisfying social and cultural needs, ending with care for
our environment. Its integral part are small family farms, which set biodiversity
against monoculture large-scale production, environmental sustainability
against ‘modern’ pesticides and fertilisers technology and a high quality of
food against industrial high processed manufacturing methods. In this sense,
the problem of small farms can be examined from the point of view of their
role in the development of agriculture and rural areas, as well as economic
and environmental factors which affect their market activity [Shucksmith and
Rgnningen 2011]. From a practical point of view, a precondition for popularizing
the sustainable model of agricultural development is social understanding of
the limited nature of our ecosystem and coming to a conclusion that what is
important for the agricultural sector are not only market goods, but also non-
-market and non-commercial (public) goods, such as environmental welfare, the
harmony of nature and agricultural production, the vitality of rural areas, etc.
This approach becomes more common in the strategy of the European Union
and is reflected in particular by the Common Agricultural Policy [Swinnen
2015; Czyzewski and Stepien 2018]. Since its very beginning in the 1960s, it
has evolved from a pricing policy and intervention buying into a policy geared
towards the broadly defined multi-faceted agricultural development, care for
the environment, landscape conservation, preserving traditions and the cultural
heritage of rural areas [Wilkin 2013]. Small-scale family holdings in the
agricultural sector have become the priority of CAP [OECD 2010; European
Commission 2017], whereas economic efficiency is not the only criterion for
assessing EU budget expenditure for agricultural policy. Supporting small
farms is justified by the belief that in the long run and when we consider all the
advantages and costs of their business activity, these farms may turn out to be
effective both economically and environmentally. To understand this approach
better, it is worth presenting the sector of small farms in different European Union
Member States. In this chapter, the example is Poland, where the development of
agriculture and rural areas in the past has been based on small farms. Where even
in conditions of collectivisation of agriculture, this type of unit dominated. The
aim of this paper is to determine the position of small farms in the agricultural
sector, as well as to present their role and the ways of supporting them. This
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study is based mainly on data from Central Statistical Office, Farm Accountancy
Data Network and Eurostat, as well as source materials and thematic papers.

2.2. Polish agriculture in the 21st century

When we track economic development in highly developed countries, it is pos-
sible to identify 3 consecutive phases. In the first phase, agriculture produces
a large share of the gross national income and there is high employment in this
sector. The second phase means moving on to industrial economy. In the last
phase, the significance of services increases from the point of view of the na-
tional income. It includes intangible and financial services, and nowadays also
services based on information technology (the so-called digital economy). At the
same time, raw materials no longer play such an important role in the structure
of the generated value added and employment. An example of such a transforma-
tion is Polish economy and its agricultural sector.

At the end of the 2010s, Polish agriculture generates about 2.5% of GDP,
whereas in 1990 it was 9%. Investment expenses constitute only 2% of total
investment in Poland, whereas the share of gross fixed assets is slightly over
4%. Moreover, this transformation manifests itself in deagrarianisation, that is
the decline in employment in agriculture, from 25% of the total workforce in
1990 to about 12% now [Stepien 2019]. The total area of agricultural land is
more stable. It amounts to 14.7 million hectares, that is over 2.5 million hectares
less than in the 1990s. In this area, there are over 1.4 million farms with an
average area of about 10 ha of UAA (an increase by more than 3 ha within
20 years). Most of them are small 5 ha farms, whereas farms with an area of over
50 ha constitute less than 2.5% [Central Statistical Office 2019]. If we take into
account economic strength, expressed as standard output (SO),! 2/3 of Polish
farms fall within the 0—8 thousand euros category, whereas the next 12% fall
within the 8-15 thousand euros category. By comparison, in Germany, a little
bit over 20% of farms fall within the 8—15 thousand euros category, whereas in
France this number reaches 26% [Eurostat 2019]. The regional structure of farms

1 SO - Standard Output is the average production of 5 years of the crop or animal
production expressed in euro in the region’s average production conditions.
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is still highly diversified. The smallest farms are dominant in southern Polish
provinces, whereas the biggest ones are located mainly in northern and western
provinces. This process is influenced by multiple historical, economic, social
and cultural factors, related strictly to agriculture or to its environment [Baer-
Nawrocka and Poczta 2018]. Agricultural lands which used to belong to state-
owned agricultural holdings became a resource that made it possible to develop
big and privately-owned farms.

Even though the area structure of agricultural holdings is improving, this
process is relatively slow. The agrarian structure is still fragmented, which
predetermines a relatively low (as compared e.g. with Western European countries)
level of production and specialisation. The market is dominated by entities
involved in mixed production. Crops have the highest share in plant production,
whereas livestock production is dominated by pigs and poultry [Central Statistical
Office 2018]. At the same time, in recent years, we have observed the process
of regionalisation. There are areas with above-average concentration of specific
types of agricultural activity. In central western Poland, farmers opt mostly for
breeding pigs and poultry, as well as for cultivating crops and corn (also for fodder).
The central eastern part of the country was adapted for orchard cultivation. The
cultivation of intensive crops, sugar beet and rape are more common in the south
eastern and western part of the country, whereas north eastern Poland focuses on
breeding dairy cattle. In submontane and mountain regions, there are mostly small
farms, dealing with diverse plant and animal production.

Table 1. Basic characteristics
of Polish agricultural sector (2018 data)

Specification Value
Share of agriculture in GDP 2.4%
Share of investment in agriculture in total investment in Poland 2%
Share of gross fixed assets in agriculture in total assets in Poland 4.2%
Share of employment in agriculture in total labour force 11%*

* The division of employed persons by occupational category, including those employed in agri-
culture and elsewhere, was based on the criterion of the main workplace. In the case of division
of employed persons by sections and divisions, employment in agriculture reaches almost 16%.
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Specification Value
Utilised agricultural area (UAA) 14.7 million of ha
Number of farms (above 1 ha of UAA) 1.4 million
Average size of farm 10 ha UAA

Source: Self-performance based on Central Statistical Office 2018; Central Statistical Office 2019.

Due to a relatively high number of farms? and the area of agricultural land, in the
years 2017-2018 Poland occupied the seventh position among EU Member States
with regard to the volume of agricultural production (Poland was outrun by France,
Germany, Italy, Spain, the United Kingdom and the Netherlands) [Eurostat 2019].
Since the beginning of the 21st century (that is for almost 20 years), the value of
real global production increased by almost 30%. This growth was caused mainly
by higher volume, which shows that there was an improvement in the efficiency
of using the factors of production (land, labour and capital). As production grows,
foreign trade in food products intensifies as well. In this regard, a positive factor
was Poland’s accession to the European Union in 2004. After 15 years of being
a Member State, Polish export of agricultural and food products accounted for
13% of all export, whereas import reached less than 9%. In 2018, positive balance
amounted to 9.7 million euros, whereas negative balance for total foreign trade
was -4.6 million euros [Ministry of Agriculture and Rural Development 2019].
The main recipients of Polish food were the ‘old’ EU states, that is Germany,
the United Kingdom, the Netherlands, Italy and France. The share of all EU
countries in the export of agricultural and food products amounted to 83%. It is
interesting especially because international competitiveness is assessed mainly
through the lens of labour productivity. Yet when it comes to Polish agriculture,
it is much lower than in the above mentioned countries. So what lies behind the
success of Polish export? One of the causes behind this phenomenon is the nature
of agricultural production. It is less intensive when it comes to using resources
(including fertilisers and plant protection products) and closer to traditional

2 In 2016, workers employed in Polish farming constituted almost 1/5 of workers em-
ployed in farming across the EU, which almost equalled all such workers from France,
Spain and the UK put together.
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farming, which guarantees the production of food valued by European consumers.
In this case, Poland kind of benefits from its underdevelopment, which is treated
as a strong side of the Polish agricultural sector [e.g. Czyzewski and Stepien 2011].
The second factor is the influx of foreign investment, including food corporations
which benefit from lower labour costs and export agricultural raw materials
which were processed in Poland. Moreover, it needs to be noted that Polish plants
which process agricultural and food products, as well as distribution networks,
were modernised with the help of pre- and post-accession EU funds. Even though
the agricultural sector could be regarded as ‘backward’ in comparison with
highly developed countries, Polish food industry belongs to the most advanced
in Europe.

A problem of Polish agricultural holdings is the continuing disparity between
agricultural and non-agricultural income, even though in recent years, this
situation has improved due to the influx of EU funds, mainly from the Common
Agricultural Policy. Thanks to these funds, in the years 2004-2016, the nominal
per capita income of inhabitants of rural areas increased by 118%, whereas the
income of city dwellers increased by 94% [Wilkin 2018]. If only agricultural
holdings are taken into account, this income increased by over 150%. Therefore,
in terms of income, farmers are the social group which benefited the most from
Polish integration with the EU. Nevertheless, in the years 2004-2014, the ratio
between agricultural income (for FADN farms?®) and the average wage level in
the national economy, after taking into account payments from the Common
Agricultural Policy, reached 66%. If we did not include this EU support in the
value of agricultural income, this ratio would be over a half lower and amount
to just 29% [Stepien, Smedzik-Ambrozy and Guth 2017]. Due to the relatively
low level of agricultural income, only one fourth of agricultural holdings make
a living mostly from agriculture (i.e. agricultural income constitutes over 50%
of their total household income). However, an increasing number of people
find jobs in non-agricultural sectors, which bring higher income than farming,

3 FADN (Farm Accountancy Data Network) is a European system of sample surveys
conducted every year to collect micro-economic farm data. The FADN data collection is
based on a sampling frame that provides a sample representative of the agricultural sec-
tor. Farms covered by the FADN accounting system are economically stronger as com-
pared to other farms, so it may be concluded that the results achieved by them are higher
than the average results on a national level.
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whereas the Polish social insurance system and social assistance provide support
for many inhabitants of rural areas.

2.3. Definition and role of small farms in Poland

Before we move on to discuss data concerning small farms, it is necessary to
establish the criteria to define the term ‘small farm’. The diversity of the agrarian
structure in EU Member States and around the world makes it impossible to
clearly define a ‘small’ farm [Guiomar et al. 2018]. There are many answers
to the question ‘what is a small farm’. It depends on the context in which this
issue is handled. We usually take into account the physical size of a given farm,
expressed in hectares of agricultural land, regardless of the type of agricultural
production. This methodology is used e.g. by Food and Agriculture Organization
of the United Nations (FAO), International Fund for Agricultural Development
(IFAD) and the World Bank. However, the area-based criterion for defining
a small farm differs from country to country. It is usually defined as an area
of less than 1, 2 or 5 ha of agricultural land. For example, according to the
methodology of the European Union, a small farm is a farm whose area does not
exceed 5 ha of agricultural land (in the EU, there are over 7 million such farms
out of 10 million farms in total).

In Poland, there is no single official definition of a small farm. Different cri-
teria are used in order to determine the number of such farms [Hornowski and
Kryszak 2016], but the area of agricultural land is the most common one. In liter-
ature on this subject, there are various classification proposals. It is for example
concluded that a very small farm has an area of up to 5 ha, whereas a small farm
has from 5 to 30 ha [Zmija et al. 2013]. Gruchelski and Niemczyk [2016], on the
other hand, define a small farm as a farm that has an area of up to 10 ha, whereas
a relatively small farm has up to 19 ha.

Apart from the physical size of a farm, it is important to determine its eco-
nomic strength, measured with the help of standard output (SO), which used to
be expressed as European Size Unit (ESU). Physical size is not always corre-
lated with production results. In other words, when it comes to industrial pro-
duction (e.g. pig or poultry fattening), a large area of agricultural land is not re-
quired to obtain high revenue. Including economic strength among classification
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criteria makes it possible to account for such situations. For example, Eurostat
and FADN employed a methodology in which the upper limit for small farms is
25 thousand euros of SO (there are over 9 million such farms in the EU, includ-
ing 8.5 million below 15 thousand euros).

Still another concept is to treat the workload as the criterion for determining
whether a farm should be regarded as small, medium or large. It is justified
due to the fact that small farms usually have a lower total workload than larger
farms. The word ‘total’ is very important here, because the ratio of workload
consumption changes per unit of area. Estimated data show that Polish farms
with a small area of agricultural land require a relatively high workload per
1 ha (on average, it is about 300 hours). As the physical size of a farm increases,
the employment figure per one unit of area decreases [Dudzinska and Kocur-
-Bera 2013]. Moreover, when we take into account the employment figure,
it needs to be noted that it is more appropriate to take into account full-time
agricultural workers (which is often expressed in Annual Work Unit, AWU?*)
rather than just natural persons, who often engage in work on a part-time basis.
In this approach, it is assumed that a small farm uses 0.5-1.5 AWU per year.”
Finally, classification by workload requires taking into account the business
focus of a given farm. A classic example is horticulture, which is highly labour-
-consuming as compared to other forms of agricultural production, so it may not
be compared with cultivating crops or industrial plants.

In order to supplement the above mentioned characteristics and emphasize
the difference between small and large farms, we could take into account the
level of on-farm consumption. In this sense, a farm is regarded as small if it con-
sumes the majority of its output on its own. If we adopt this criterion, agricul-
tural holdings can be divided into existential ones, which engage in production

4 Annual Work Unit (AWU) corresponds to the work performed by one person who
is occupied on a farm on a full-time basis (in Poland — 2120 hours per year). Full-time
means the minimum hours required by the relevant national provisions governing con-
tracts of employment.

> According to FADN data, in 2017 only agricultural holdings with economic size
of up to 2—-8 thousand SO fell within these limits and consumed 1.1 AWU on average.
The remaining groups were as follows: 8-25 thousand euros — 1.52 AWU, 25-50 thou-
sand euros — 1.84 AWU, 50-100 thousand euros — 2.10 AWU, 100-500 thousand euros
—3.19 AWU, above 500 thousand euros — 19.05 AWU (FADN, 2019).
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mostly to satisfy their own needs (subsistence farms), semi-subsistence farms
and commercial farms (which sell most of their output). It is sometimes assumed
that small farms are those which use over half of their output to satisfy their own
needs [Zmija et al. 2013]. In literature on this subject, one may also come across
a definition of semi-subsistence farms which states that such farms sell less than
50% of their output [Wharton 1969]. Among other criteria used to classify agri-
cultural holdings, there is also the method of managing an enterprise, using agri-
cultural contract work, the share of non-agricultural business activity, the degree
of specialisation, the development of technology and innovations, risk manage-
ment, the support received from an agricultural policy (e.g. 1250 euros of yearly
direct payments for small farms), as well as other factors.

The criteria adopted for small (or very small) agricultural holdings are usually
fulfilled by family farms, even though this group is very much diversified.
Apart from owning agricultural land and conducting agricultural activity,
family farms are characterised by the fact that agricultural work is carried out
by family members. The fundamental thing is that family work should prevail
in total labour inputs. Therefore, the household is functionally linked with the
agricultural holding, not only through the provision of work, but also due to
a high degree of self-supply. The aim of such an entity is existential activity
(which includes generating income) rather than profit, as is the case with private
enterprises [Zegar 2012].

To sum up, due to a wide variety of approaches towards the qualifying criteria
for small agricultural holdings, the idea that seems to be the most appropriate is
to take into account several elements at once, e.g. the area of agricultural land,
the standard output and labour inputs [Zegar 2012]. What is also important in
defining is taking a relative approach towards different countries or regions.
Otherwise, what makes a small farm in one country does not have to be regarded
as a small farm in another country [European Commission 2011]. Having
presented the qualifying criteria for small farms, it is worth thinking about the
role that these entities play in the functioning of the agricultural sector and its
environment. First of all, it needs to be admitted that due to the number of these
entities in Poland, they are the foundation of the agrarian structure and remain
a major player in the field of food production. By combining the production and
consumption functions, they support many families in rural areas. Because of
that, their fight for survival is stronger than in the case of large-scale farms with
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contract workers. What is also important in this context is the farmer’s personal
and emotional connection with the farm, which translates into motivation and
high quality of work. Moreover, small farms, as opposed to large industrial
ones, ‘produce’ something more than just agricultural raw materials. Their
multifunctionality manifests itself in efforts to maintain the sustainability of
rural areas in the social and environmental context. Benefits from such actions
include [Czyzewski and Stepien 2013]:

* broadly defined diversification of ownership, plant and animal produc-
tion, landscape, culture and tradition;

» responsible management of natural resources, water and forests, as well as
maintaining animal welfare;

» creating jobs in rural areas, building social ties, greater responsibility for
one’s own life and the life of the local community, as compared with con-
tract workers;

» combination of one’s workplace and family life, gaining knowledge and
experience from an early age;

» provision of relatively cheap food produced in a more traditional way,
which is tastier and healthier.

In light of the above, it should be concluded that small and medium agricul-
tural holdings in Poland should be protected. Moreover, what should be empha-
sized is their strategic significance for securing food needs and the necessities
of life, also during economic, political and military crises. This issue should be-
come a priority due to the long-lasting deactivation of small farms, changes in
their business focus and the lack of successors. Small agricultural holdings can-
not be treated as a reserve of cheap land, easily accessible natural resources and
cheap workforce, which induces large agricultural producers and entrepreneurs
active in the agricultural and food market to compete for these small farms. They
need to have appropriate conditions for revitalisation. Apart from developmen-
tal (investment) support, there need to be some provisions concerning potential
markets (including direct and local sale) and links with the food processing in-
dustry.
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2.4. Small-scale farms in statistics

For the purposes of this analysis, I adopted the area criterion (10 ha of agricultural
land) and the economic size criterion (15 thousand euros SO). Even though
these are just conventional limits, they seem to be appropriate for describing
small-scale agriculture in Poland. And so, in Poland the number of entities
whose area does not exceed 10 ha of agricultural land is about 1 million, which
represents % of all agricultural holdings. However, in the last ten-odd years,
there was a significant drop in their number, especially severe in the case of
the smallest farms, whose area does not exceed 2 ha of agricultural land (see
Table 2). This process was accompanied by the shrinking of the area used by
small farms (Table 3). What is clearly visible is the transfer of agricultural land
to stronger agricultural producers. Small entities go out of business naturally (as
their owners are getting old) or because family members decide to change their
business focus. The diversity of farm structure still stands on the regional level.
The highest share of small-scale farms was recorded in south eastern Poland,
whereas the lowest share was recorded in the north eastern part of the country.

Table 2. Number of small farms (thous.) in Poland by agricultural area

2005 2010 2013 2017

Specification
number % number % number % number %

Total number 2,476 100 1,509 100 1,429 100 1,406 100
of farms (thous.)

Including farms (thous.):

up to 1 ha UAA 1,218 49.2 25 1.6 34 24 21 1.5
1-1,99 ha UAA 301 19.9 278 19.4 263 18.7
2-4,99 ha UAA 533 21.5 490 32.6 455 31.8 450 32.0
5-9,99 ha UAA 370 14.9 346 22.9 315 22.1 316 22.5

Source: Self-performance based on Central Statistical Office 2018; Central Statistical Office 2017.
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Table 3. Structure of agricultural land use in small farms

in Poland by agricultural area

2005 2017
Specification
Area % Area %

Total agricultural area (thous. of ha) 14,755 100 14,620 100
Including farms (thous. of ha):

up to 1 ha UAA 865 5.9 17 0.1
1-1,99 ha UAA 389 2.7
2-2,99 ha UAA 1,727 11.7 459 31
3-4,99 ha UAA 987 6.8
5-9,99 ha UAA 2,635 17.9 2,205 15.1

Source: Self-performance based on Central Statistical Office 2018; Eurostat 2019.

Similar conclusions may be drawn on the basis of an analysis of data concern-
ing the economic strength of agricultural holdings (Table 4). Moreover, in this
case, we can see a significant drop in the number of economically weakest enti-
ties, mostly those which fall within 0—2 thousand euros group, and in their share
in the total number of agricultural holdings in Poland (the 8—15 thousand euros
group was the only one where it rose slightly). The convergence of results should
not come across as surprising if we consider the fact that there is a close rela-
tionship between the physical size of a farm and its economic strength. Table 5
shows how the area of agricultural land increases with the increasing economic
strength. Moreover, the range with the highest number of agricultural holdings
shifts in particular area groups. Most farms with economic strength of 0—2 thou-
sand euros have 1-2 ha of agricultural land, whereas most farms that fall within
the 4-8 thousand euros and 8-15 thousand euros groups have 5-10 ha of agri-
cultural land. Therefore, it may be assumed that the data for farms divided with
regard to their physical and economic size will be very similar. This is why we
will classify farms by the area of agricultural land (except for data concerning

economic results).
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Table 4. The number and percentage of small farms

in Poland by the economic size SO

. 2005 2010 2013 2016
Economic
class SO
Number % Number % Number % Number %

0-2 1,402,600 | 56.6 485,400 32.2 402,781 28.2 391,344 27.7
thous. euro
2-4 338,560 13.7 290,340 19.2 283,509 19.8 269,775 19.1
thous. euro
4-8 300,820 12.1 274,240 18.2 262,110 18.3 252,788 17.9
thous. euro
8-15 205,370 8.3 195,020 12.9 183,607 12.8 184,704 13.1
thous. euro

Source: Self-performance based on Central Statistical Office 2017; Eurostat 2019.

Table 5. The average size and land use structure of small farms in Poland

by the economic size SO in 2016

Economic size (SO in euro)

Specification
0-2 2-4 4-8 8-15

Average size (ha UAA) 2.2 3.6 5.8 9.2
Structure of farms
by area class
(ha UAA) in %:
uptol 3.5 1.0 0.2 0.5
1-2 53.0 16.1 6.0 1.4
2-3 26.5 22.9 10.5 4.0
3-5 14.5 40.1 26.6 135
5-10 2.2 19.4 47.2 43.6
More than 10 0.3 0.5 9.4 37.1

Source: Self-performance based on Central Statistical Office 2016.
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In agricultural holdings, small area of agricultural land determines how effi-
ciently workforce can be used. Even though general inputs in an average farm
are lower than in larger holdings, when it is expressed per 1 ha of agricultural
land, the use of this factor of production is actually four times higher (Table 6).
Moreover, small farms are more often than large farms managed by older people
with lower education. It could be one of the reasons for relatively low absorption
of EU funds from the Rural Development Programme and the lower tendency to
undertake non-agricultural activity, which is particularly advisable in this group.
Due to the small scale of their business activity, less than 70% of small farms sell
their output, whereas in larger farms this number reaches almost 100%. At the
same time, almost % of small farms use over 50% of their agricultural output to
satisfy their own needs (in farms with an area over 10 ha it is just 2.4%).

Table 6. Selected characteristics of small farms in Poland against the background
of larger farms in 2016

Specification Farms up Farms above
to 10 ha UAA 10 ha UAA

Annual labour inputs in AWU per 1 farm 0.94 1.91
Annual labour inputs in AWU per 1 ha UAA 0.24 0.06
Share of farms managed by male 66% 87%
Share of farms accorging to the age of manager:

below 40 lat 18% 28%

40-64 years 68% 67%

65 and more 14% 5%
Education of manager:

primary education/no education 13% 7%

vocational education 37% 33%

vecondary education 37% 41%

higher (bachelor or master degree) 13% 19%
Share of farms conducting non-agricultural activities 2.6% 4.9%
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Specification Farms up Farms above
o to 10 ha UAA 10 ha UAA

Share of farms selling their own agricultural products 68% 98%
over a period of last 12 months
Share of farms consuming more than 50% of their own 23.5% 2.4%
agricultural production
Share of farms with direct sales over 50% of the total 19% 10%
sales of agricultural products
Share of farms using ecological methods of production 0.4% 7%
Share of farms benefiting from support under RDP 48% 68%

Source: Self-performance based on Central Statistical Office 2017.

On the other hand, when it comes to small producers, the share of those who
sell over half of their output through direct sale is higher than in the case of
larger farms. Using these sales channels is gaining popularity due to the fact
that consumers are more and more interested in food produced in a traditional,
natural and environmentally sound manner, characterised by natural seasonality
and high biological value [Sieczko 2015; Domanski and Bryta 2013, pp. 97-109].
For small farms, it is an opportunity to find an alternative source of income. The
lack of organic production certificates (only 0.4% of small farms conduct such
a business) should not become a barrier to the development of small farms.

Agricultural land use structure in small farms varies significantly (Table 7).
In comparison with larger holdings, the share of sown land is lower (especially
in the smallest farms), whereas the share of meadows and forests is higher.
Therefore, we should look at this matter through the lens of environmental
impact. If meadows and forests are treated as a sort of public good, small farms
are more focused on providing this type of goods than large-scale agricultural
holdings. Moreover, small farms use less inorganic fertilisers. Lower intensity
of breeding cattle and pigs (Table 8) also means that they generate less liquid
manure and dung. Therefore, the data show that in comparison with large-scale
farming, small farms in Poland are more environmentally sustainable.



46 CHAPTER 2. SMALL FARMS IN POLAND

Table 7. The structure of agricultural land use and fertilisers consumption on farms
in Poland by the area of UAA in 2016

Area group (ha UAA)
Specification
1-2 2-3 3-5 5-10 >10
sown land 40% 45% 51% 58% 70%
permanent meadows 26% 23% 21% 18% 16%
permanent pastures 2% 2% 2% 2% 3%
parmanent crops 3% 1% 1% 1% 2%
forests and forest land 12% 12% 11% 9% 4%
other land 17% 14% 12% 8% 5%
fertilisers consump- 63.1 73.1 85.2 105.8 152.0
tion* kg per 1 ha UAA
* nitrogen, phosphorus potassium
Source: Self-performance based on Central Statistical Office 2016.
Table 8. The scale of animal production on farms in Poland
by the area of UAA in 2016
Number Area group (ha UAA)
of animals (pcs.) 1-2 2-3 3-5 5-10 >10
Cattle per 1 farm 2.4 3.1 3.9 7.5 29.1
Cattle per 100 ha UAA 8.0 12.6 16.6 324 47.6
Pigs per 1 farm 6.8 9.1 115 20.3 115.7
Pigs per 100 ha UAA 10.0 15.7 24.7 50.5 89.9
Poultry per 1 farm 82.1 111.9 125.1 215.1 647.5
Poultry per 100 ha UAA 1,815.6 1,558.9 1,198.8 1,196.7 722.3

Source: Self-performance based on Central Statistical Office 2016.
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However, even though from the environmental point of view small farms can
be regarded as more sustainable, in the case of microeconomic calculation the
results that they achieve are much lower than those of larger entities. Table 9 pre-
sents data for small farms covered by the FADN system which fall within dif-
ferent economic size groups. Let us remember that according to the FADN clas-
sification, small agricultural holdings are those which reach up to 25 thousand
euros of standard production. It is clearly visible that both the productivity and
the profitability of these small-scale producers deviate from the average results
achieved by large-scale farms. Particularly large differences are visible in data
expressed in workforce units. When it comes to standard production, the differ-
ence between the lowest (2—8 thousand euros) and the highest (over 500 thou-
sand euros) class is over thirteen times larger, similarly to the difference in in-
come between the lowest class and the 100—500 thousand euros class.

Table 9. Economic results of farms in Poland by classes of economic size in 2017

Farm economic size SO Total output/ Total output/ farm net farm net

(euro) AWU 1ha UAA JEaI) i

AWU 1 ha UAA
2 000-8 000 5,537.0 862.4 1,483.2 231.0
8 000-25 000 9,909.2 1,078.2 3,703.9 403.0
25 000-50 000 19,455.4 1,500.3 8,341.3 643.3
50 000-100 000 34,452.4 1,831.6 14,616.2 777.1
100 000-500 000 60,172.7 2,227.1 19,629.2 726.5
>500 000 74,889.7 2,558.8 7,279.8 248.7

Source: Self-performance based on Farm Accountacy Data Network, 2019.

2.5. Policy towards small farms in Poland

As the paradigm of agricultural development evolved, the approach towards
small farms changed as well. Even a few decades ago, they were treated as
underdeveloped and inefficient, which meant that they were an obstacle on the
path towards the modernisation of the agricultural sector. Agricultural policy
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focused on large farms, whereas small farms were advised to combine their
agricultural production or give it up altogether. An example of such actions was
collective farming in Poland after the Second World War and the establishment
of state agricultural farms. Since the 1990s, this situation started to slowly
change. It was partially the result of political factors (the liquidation of state
agricultural farms and a large part of agricultural cooperatives) and partially due
to the growing consciousness of negative results brought about by the industrial
model of the food industry and the growing importance of multifunctional
farming [Zegar 2012]. For several years, we have observed increasing efforts
to strengthen the position of family farming, which is a result of changing the
focus of the Common Agricultural Policy. The attitude of authorities towards
small agricultural holdings is evidenced by the quoted excerpt from Sustainable
Development Strategy for Rural Areas, Agriculture and Fishery for the years
2012-2020 [Ministry of Agriculture and Rural Development 2012]: ‘(...) they play
a vital environmental and social role. Despite their low commercial production
capacity, they have the potential to produce traditional local food or niche
products. At the same time, the structure of agricultural land belonging to small-
-scale farms brings added value to maintaining landscape and environmental
assets.” In Sustainable Development Strategy for Rural Areas, Agriculture and
Fishery for 2030 [Ministry of Digitization 2019], the multifunctional nature of
small and medium farms is emphasised by ‘(...) extending (supplementing) the
scope of current production functions to provide services to inhabitants of rural
areas and city dwellers, as well as to the environment.’

The above quotes show that the viability of small agricultural holdings in
Poland is of overriding importance. This is the aim of practical solutions under
intervention policy. Support trends can be divided into four groups: 1. developing
agricultural production; 2. diversifying business activity; 3. transferring one’s
farm to another farmer; 4. administrative facilitations. In the years 2014—2020
(EU budgetary outlook), the first point is going to be addressed with the help
of an action called ‘Restructuring Small Farms’ (total budget 750 mln euros),
which constitutes a part of Rural Development Programme 2014—-2020. Support
is granted to farms with economic size of up to 6 thousand euros of SO for
restructuring the production of agricultural products, preparing them for sale,
selling them directly or processing them [The Agency for Restructuring and
Modernisation of Agriculture 2019]. When it comes to the addressed problem,
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this programme is similar to the support programme aimed at small-scale
agricultural holdings which was carried out after 2004 [European Parliament
2013]. Unfortunately, the new programme is limited to producers who are
engaged exclusively in agricultural activity. It is clearly contrary to the nature
of small farms, whose essence should be both agricultural and non-agricultural
activity. When it comes to diversification, a small agricultural holding (up to
15 thousand euros) may apply for a bonus to start non-agricultural activity (RDP
2014-2020, total budget above 400 million euros). Moreover, Rural Development
Programme 2014-2020 also includes a special payment for farmers qualifying
for the small farm system who permanently transferred their holdings to another
farmer (30 mln euros budget). The requirement is that the acquiring person needs
to undertake to conduct agricultural activity in the extended farm for at least
5 years [The Agency for Restructuring and Modernisation of Agriculture 2019].
Therefore, this solution is similar to the so-called structural pensions granted
in the years 2004-2013. Still another way of supporting small farms was the
establishment of a simplified direct payment system within the first pillar of the
Common Agricultural Policy, which came into being in 2015. The system was
open for farmers who received direct payments of up to 1,250 euros per year,
that is those who owned farms with about 5—6 ha of agricultural land. In this
case, facilitation means the relaxation of criteria for checking compatibility with
cross-compliance® and greening’ rules with regard to direct payments, which
simplifies the procedure of granting these payments.

The policy towards small and medium farms in Poland is also evidenced by
the redistribution of support through targeted direct payments. As is shown by
multiple studies [e.g. European Commission 2015; Matthews 2016; Bournaris
and Manos 2012; Swinnen 2015], the allocation of area payments to small and
large farms is highly unequal. As a result, there is a disproportion between the
cumulative participation of beneficiaries and the cumulative amount of transfers
from the EU budget, expressed as 80/20. It means that 80% of the economically

6 Cross-compliance is a mechanism that links direct payments to compliance by
farmers with basic standards concerning the environment, food safety, animal and plant
health and animal welfare, as well as the requirement of maintaining land in good agri-
cultural and environmental condition.

7 Greening is an element of direct payment, introduced by the 2013 CAP reform,
which financially rewards farmers for taking care of the environment.
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weakest agricultural holdings in the EU receive 20% of all resources for the
Common Agricultural Policy subsidies, whereas 20% of the strongest farms
receive 80% of available support. This situation is similar in Poland. When it
comes to the division of farms into economic classes (FADN farms data), due to
subsidies from the Common Agricultural Policy, in the years 20042013 there
was an increase in the agricultural to non-agricultural income ratio in each of
these economic classes. However, this influence was varied and ranged from
almost 9 percentage points for the smallest farms (up to 8 thousand euros of
standard output per year) up to 2000 percentage points for the biggest farms
(above 500 thousand euros of standard output). It was characteristic that the
higher a given farm’s output (which determined its economic class), the higher
the positive impact of CAP subsidies on the income level. Similarly, the share
of subsidies in agricultural income for farms from the lowest economic class
reached 36% in the years 2004—2013, whereas in the highest economic class it
was 159%. In light of the above, it was appropriate to introduce the so-called
first hectare payment. Since 2015, owners of land covered by uniform area
payments with an area over 3 ha have received additional payments for acreage
which does not exceed 30 ha. Thanks to it, total support per area unit increases
by about 20%. In its justification for the programme, the government states
that targeting additional payments in this way ‘will make it possible to more
effectively support the income of those farms which cannot benefit from the
scale of their production as much as the biggest farms, but still stand a chance
for sustainable development’ [Pokora-Kalinowska 2019].

2.6. Conclusions

An integral part of the sustainable development model for Polish agriculture
are small family farms. They set biodiversity against large-scale production,
environmental sustainability against modern technology and a high quality of
food against industrial manufacturing methods. Small farms constitute a buffer
protecting rural areas against poverty, they shape rural landscape and transmit
intangible cultural and historical values [Michalska 2012]. Their presence is
conducive to maintaining the demographic potential of rural areas and local
economy, including the circulation of income between entrepreneurs and
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consumers. Therefore, they are a precondition for the development of rural areas
in Poland, even if their existence seems to be unjustified from the microeconomic
point of view. Nevertheless, the microeconomic criterion is superficial because
long-term costs of liquidating such entities would be enormous, not only in the
economic sense, but also in the social and environmental context.

Therefore, when it comes to choosing between the two paths for the
development of agriculture, that is supporting small farms or leaving them in
the conditions of free market game, it is definitely the first solution that should
be chosen. It is not only about passive social assistance, but rather about actions
which will turn small family farms into active participants in the economic and
social life in rural areas. The only thing we need to do is define the functions
which such entities should fulfil. One of them is definitely the provision of public
goods, which is generally not guaranteed by large agricultural holdings. It is about
maintaining biodiversity, the rural landscape and clear environment, as well as
about transmitting our cultural heritage. Small farms should be rewarded for
being ‘the guardians of the landscape’ because this function is not appreciated
in the market. Possible solutions are e.g. payments for the number of hectares
on which erosion was counteracted, for the amount of carbon bound in soil, for
profits lost due to the fact that a given farm does not use fertilisers and plant
protection products. These types of actions could be remunerated as a bonus added
to the basic direct payment (including the flat fee). Its source could be ecological
taxation, levied on large-scale agricultural holdings (the criteria defining a large-
-scale agricultural holding are yet to be established). This solution should not
provoke public opposition, so implementing it would be easier.

Still another form of support is subsidising the process of adjusting a farm to
a chosen type of business activity (be it agricultural or non-agricultural activity)
and providing counselling. Small agricultural holdings should choose a strategy
which fits their limited possibilities but at the same time guarantees an adequate
income. When it comes to agricultural production, it could be organic, traditional
or niche food. Small producers, who are not of interest for big trade networks,
can successfully cooperate with nearby processing plants and establish so-called
local food systems. Examples of such actions can be found for instance in the
United States. Small farms may also undertake activities closely related to
agriculture, such as herbal production, beekeeping and floriculture, or other non-
-agricultural forms of business activity (food processing, handicraft, agritourism,
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workshops). To conclude, when we come up with solutions for small farms, it is
important to bear in mind that they should serve as an incentive for modernisation
and finding one’s place in specific local markets, rather than constitute mere
examples of social assistance.
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Abstract

Agriculture in Romania employs most rural inhabitants, and most farms are below
5 hectares. There are 3.4 million farm holdings, most of which are family farms with
extensive semi-natural grassland pastoral systems and mixed farming systems. These
semi-natural small-scale farms are of significant economic importance. More than one
million holdings between 1 and 10 hectares (comprising 3.3 million hectares) are classed
as semi-subsistence farms, producing for local sale or for the farmer’s own consumption
and that of the extended family. Although small farms constitute 95% of all farms, they
manage only 38% of arable land and produce an estimated 25-30% of the nation’s food
products. Family farm activities are not limited to agriculture. They also comprise im-
portant social activities for the community and family, preserve traditions and crafts,
attract rural tourism and agritourism, and help to protect the environment through ex-
tensive agricultural practices. Yet they have very little economic strength. This paper
presents the situation of small farms in Romania to show their characteristics and fea-
tures, as well as the problems and challenges they face. Small farms in Romania are dis-
cussed in the context of the European Union to show differences in their functioning and
the resulting consequences.

Keywords: small farms, agriculture, Romania
JEL codes: Q10, Q12, Q18.
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3.1. Introduction

Agriculture plays a significant socio-economic role in Romania and its
transformation to a modern, vibrant, and market-oriented sector is central to
fighting poverty, promoting social inclusion, and reducing the urban/rural
development divide. Most of Romania’s poor people live in rural areas and earn
their living through agriculture and agriculture-related activities. The agricultural
sector ensures food security and is a major source of employment, income, and
economic activity in rural areas. The sector represented 4.1% of gross domestic
product (GDP) in 2017 and 4.7% of GDP in 2015 [Eurostat 2018]. In 2016, the
agricultural sector output reached EUR 15.3 billion, which generated EUR
8.8 billion in demand for inputs, including EUR 2.6 billion worth of foodstuffs;
EUR 1.6 billion from the energy sector; EUR 1.7 billion from seeds, planting, and
fertiliser suppliers; EUR 0.7 billion from materials and building suppliers; EUR
290 million in veterinary expenses; EUR 200 million in extension services, and
EUR 2.0 billion in demand for other goods and services throughout the economy
[Tebaldi and Gobjila 2018]. Romania’s agriculture is characterised by a high
number of very small non-commercial farms, and most farm holdings have a very
small economic size. In 2013, very small (with output less than 2 thous. euro)
and small farms (with output between EUR 2,000 and EUR 8,000) accounted for
94.9% of all the farms in Romania. In the EU-28, the same sized farms constituted
69.1%. Romania ranks first in the share of very small and small farms among
the European Union countries. According to Page and Popa [2013], the large
number of small-scale holdings is an mportant source of economic, cultural, social
and natural strength for Romania. However, Otiman [2013] argues that there is
a correlation between the existence of very large farms (over 2,000 ha) in certain
areas and severe rural poverty. He points out that in the poorest regions in Romania
there are often many large farms, while small farms are located in the northern and
central parts of Romania — in these regions people do not suffer as much because of
poverty. This may be because small farms can produce agricultural products and
food for their own consumption. Thus they strengthen and ensure food security,
which reduces the scale of poverty. In recent decades it has been increasingly
argued that the viability of rural areas cannot depend only on agriculture, but they
should also strengthen their role in protecting the rural environment, producing
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safe and quality food, and, broadly seen, providing public goods, while helping to
keep rural areas attractive for young people and for those be born.

3.2. Agricultural sector in Romania — basic information

Table 1 presents basic data on Romanian agriculture in the context of the European
Union. Utilised agricultural area (UAA) in Romania occupies 12.5 million ha,
i.e. 7.2% of the total area of UAA in the entire European Union, while the share
of farmland in Romania is about 53% of the country’s total, compared with 40%
for the EU-28. This illustrates the agricultural potential of Romania and that
its land is used well. In 2016 the area used by agricultural holdings was 4.2%
less than in 2013, according to the Farm structure survey [National Institute
of Statistics 2013], and 6% less, according to the General Agricultural Census
[National Institute of Statistics 2010].

Table 1. Romanian agriculture, forestry and fisheries
in the context of the European Union’s data

Romania’s
Specification Year Romania EU-28 share
of the EU-28
Farmland (utilised agricultural 2016 12.5 172.97 7.2%
g area) in million ha
w8
g g Share of farmland in total land area 2016 53.4% 39.8% -
w -
-]
S | Number of farms (agricultural 2016 3,422,030 | 10,467,760 32.7%

holdings) in million

Number of persons employed in 2016 1,960,300 9,720,600 20.2%
agriculture

Employment in agriculture — 2016 23% 4.2% -
share of total employment

Farmers

Young farmers (under 40 years 2016 7.4% 10.6% a -
old) — share of all farm managers

Female farmers — share of all 2016 33.6% 28.5% a -
farm managers
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in thous. cubic metres

Romania’s
Specification Year Romania EU-28 share
of the EU-28
g . | Farmers with full agricultural 2016 0.4% 9.1% a -
E S training — share of all farm
& © | managers
Contribution of agriculture to Gross 2017 4.1% 1.2% -
Domestic Product — share of GDP
@
e Gross value added (at basic 2017 7,845 188,460 4.2%
E @ | prices) in million EUR
532
@ 2 | Value of agricultural output 2017 17,480 432,602 4%
&% | (production value at
g \.g basic prices) in million EUR
c
§ Value of crop output in million EUR 2017 11,851 218,918 5.4%
Value of animal output in million 2017 4,113 176,883 2.3%
EUR
Cereals in thous. tonnes 2017 27,139 310,058 8.8%
Root crops in thous. tonnes 2017 4,584 199,304 2.3%
c
-E Permanent crops in thous. 2017 2,471 64,827 3.8%
o
_§ tonnes
E- Fresh vegetables in thous. tonnes 2017 2,065 72,879 b 3%
©
2 Raw milk in thous. tonnes 2017 4,439 170,120 2.6%
=
(%]
En Bovine meat in thous. tonnes 2017 59 7,803 0.8%
Pig meat in thous. tonnes 2017 328 23,362 1.4%
Poultry meat in thous. tonnes 2017 405 14,464 2.8%
Forest and other wooded land 2015 6,951 181,918 3.8%
E in thous. ha
3
E Persons employed in forestry 2015 46,690 488,530 9.6%
and logging in working units
Gross value added (at basic 2015 641 25,836 2.5%
prices) in million EUR
Roundwood (in the rough) 2016 15,117 458,165 3.3%
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Romania’s
Specification Year Romania EU-28 share
of the EU-28
Fishing fleet — gross tonnage 2017 1,407 1,571,784 0.1%
Number of persons employed 2016 2,000 181,820 1.1%
in fishing and aquaculture
_§ Total catches in thous. tonnes 2017 9.6 5,145.6 ¢ 0.1%
2 live weight
2
- Total aquaculture production 2016 12.6 1,259.8 ¢ 0.9%
(volume) in thous. tonnes live weight
Total aquaculture production 2016 35.7 4,128 c 0.5%
(value) in million EUR

2 EU-28 average values; ® in 2016; ©in 2015.

Source: Own calculations and elaboration based on Eurostat 2018.

The number of farms in Romania is huge in both absolute and relative terms,
compared to all farms throughout the European Union. There are over 3.42 mil-
lion farms in Romania. They make up nearly 33% of all farms in the EU. The
utilised agricultural area in an average farm in Romania was 3.6 ha in 2016 (and
3.6 ha in 2013), while the EU-28 average exceeded 16.5 ha. However, when the
legal form of farms is taken into account, the situation for utili