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Abstract

The investment support has been considered asnaipail vehicle for enhancing competitiveness of
the Czech agriculture since the early days of #t@nemic transition. However so far, little attemtio
has been paid to the evaluation of actual effed¢tshe corresponding support programmes. The
objective of this paper is to assess economic dher @ffects of the measure 121 “Modernisation of
Agricultural Holdings” of the RDP 2007-2013 on tkzech farms. The counterfactual approach is
adopted investigating what would have happeneukifsupported producers did not participate in the
programme and then comparing the result indicatdifse quantitative analysis of programme effects
is complemented by a qualitative survey on 20 fammieh received the investment support between
2008 and 2010. The quantitative assessment shageificant benefits of the investment support in
terms of business expansion (GVA) and product{@yA/labour costs) improvements. These results
were confirmed by the qualitative survey. It showedt production expansion and productivity
increase were primary objectives of the investrseategies on most of the farms. The public support
enabled farms to achieve these strategic objectiVee respondents of the survey declared that the
supported investment was important for their progpehowever, we could not prove it in the
gquantitative assessment in terms of profit and/mm&nue ratio. Finally, the issue of deadweight of
the investment support is discussed: the figuregemy low net investment relatively to the provided
public support at the sector level and answersespondents indicate possible significant deadwegight
however, the insight is incomplete, since it doastake into account post accession restructurifig o
the sector and multiannual and multi-enterpriseralater of investment at the farm level.

Keywords: Investment support, counterfactual angjJysopensity score matching, direct and indirect
effects
JEL Classification: Q10, Q18

1. INTRODUCTION

The objective of the paper is to assess econonsiotrer effects of the measure 121 “Modernisation
of Agricultural Holdings” of the Rural DevelopmeRrogramme (RDP) 2007-2013 and the similar
one of the Operational Program - Agriculture (G®)04-2006 on the Czech farms.

The investment support has been considered aseigai vehicle for enhancing competitiveness of
the Czech agriculture since the early days of ttememic transition. However so far, little attentio
has been paid to the evaluation of actual effettth® corresponding support programmes. In the
1990s, the success of the interest subsidies ¥@stment credits was justified practically onlythg
high participation rate and the “improved” leveltbé sector gross fixed capital formatidrzeciak-
Duval 2003,Janda 2006(echura 2008). The need for a more rigorous assessméved with EU
development programmes: SAPARD, OP Agriculture aR®P 2007-2013. The considered
quantitative indicators for the programme assestnae@ stated in the Common Evaluation a
Monitoring Framework (CMEF, EC 2006). They are stuwed according to the Intervention Logic
concept in input, output, result and impact indcsit

There are two serious problems of CMEF and the &#uation guidelines which eventually might
lead to wrong conclusions on the success of thgranome: i) it is impossible to associate the result
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and impact indicators (as GVA/GDP) only with polieyervention, since there are number of other
factors and circumstances affecting the resuldsugually, policy measures either target or are
exploited by only some groups of producers/regiens,, which makes simple comparisons between
supported and non-supported groups methodologigatiplematic (Michalek, 2007). To deal with
these shortcomings we adopted the counterfactymbaph investigating what would have happened
if the supported producers did not participate hie programme and then comparing the result
indicators (Khandaker et al. 2010). Since it i;m\gipally impossible to observe on the same farm the
effects of participation and non-participation letmeasure, one has to choose or to construct a
control farm with identical characteristics fronethool of non-participating producers. To do thes w
follow propensity score matching approach (PSMjebao and Kopeinig, 2005).
The paper is structured in six paragraphs: In the paragraph we will review the investment support
policy of the Czech Republic. Paragraph 3 is del/twethe adopted methodology and in Paragraph 4
we are presenting the quantitative assessmenttse3 get better notion of the actual investment
projects and to learn about their effects on fasngard about problems with their implementation we
conducted 20 case studies; these are describestagraph 5. Afterwards, both results are compared
and conclusions are drawn (paragraph 6).

2. INVESTMENT SUPPORT

From the beginning of agricultural transition itsvaear that there were not sufficient funds omfar

to assure a prompt recovery of the sector. In &y 4990s, the Czech government provided generous
investment grants mainly to the emerging familyrfar Later, the policy concentrated on improving
access of farms to credits by providing interedisfdies and guarantees. The latter referred to a
problem of lack of collateral; most of the assetswef doubtful value if the sector declined, while
land was owned by external restituents or by théestlanda and Ratinger 1997). The interest rate
subsidy was a principal investment support meagnté the EU accession, but even after that it has
continued until now.
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Figure 1 Investment activity in agriculture 1998-200
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Gross fixed capital formation (GFCF) is a basidgatbr of the investment activity in the Economic
Accounts for Agriculture. GFCF of the agricultusglctor varied substantially in absolute and redtiv
terms over last decade (Figure 1). It can also den drom Figure 1 that agricultural GFCF is
correlated with the credit support of the Suppad &uarantee Fund for Farms and Forestry (SGFFF)
at least until the EU accession. It is also woamote that the amplitudes of agricultural GFCF are
larger than those of the SGFFF support. It can Hawe explanations: first, the public support
(SGFFF) encouraged also private investment actigitg second, the investment activity also reflects
the sector and overall economic situation: postgtisation stabilisation in in the late 1990s, asgan
expectatiorfsin 2001-2003 and the recent financial crisis dd&2009.

The new impulses for investment activity have gedigucome with the EU accession: new market
opportunities resulting from joining the common kedr financial stabilisation of farms given by
increasing direct payments and finally the investimgrants provided by the rural development
programme.

Y In respect to the total GFCF.

2 Including the need to comply with “acquis”, protian expansion for creating a solid reference base,One
should also note that these years farmers got geserompensations for bad harvests caused by rdigast
weather.
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According to Basek et al. (2010) integration in doenmon market can be seen as a driving factor of
markedly increasing specialisation of farms: Grayapecialisation in filed crops can be observed in
good soil and climatic conditions. Growing concation of dairy cow herds can also be noticed - not
necessarily in specialised dairy farm, it usualixed production system, however the dairy units are
big and usually one of the main enterprises onfdh®. Pig production has left common farms and
nowadays it is concentrated in big specialisedopigiuction companies; overall pork meet production
declined continuously and dramatically over thet ldscade. In contrast beef cattle emerged on
mountain and sub-mountain grasslands, howevergetlaes truly product of the policy; market
opportunities just determine the intensity. Thiggglisation trend has been also reflected in the
investment activity.
Direct payments have stabilised farm income. lmm@sequence, it enabled corporate farms to pay off
their restitution liabilities. They improved finaat credibility of family and corporate farms visvés
banks and input suppliers. Thus, they are likelkifi the increasing investment activity between
2004 and 2008 (see Figure 1). We can see that gluhis period, farms invested above the
reproduction (net investment — yellow line in Figut) while in most other years capital stocks
declined.
Investment grants returned in the policy with SARRRbut funds were rather limited. Since the EU
accession they have become the main form of thestment support; in 2004-2006 the investment
support was included in the Operational ProgramaneAgriculture, in the current period, it is the
main tool of the Axis 1 of the Rural Developmenbghamme (measures 121, 123, 124). While the
measure 121 (Modernisation of agricultural hold)riuss attracted farmers to the extent that its budg
was increased already twice; the other two meaqd&s - Adding value to agricultural and forestry
products and 124 Cooperation for development of pewducts, processes and technologies in the
agriculture and food sector and the forestry sgdtewe been considered as too demanding, their
potential has been somehow hidden for farmers.
Returning to Figure 1 it is evident that the inwesht support might stimulate investment over the
reproduction of capital only in 1998, and in theipe shortly after accession (2004-2008). Given the
fact that in best years, net investment might dgtuist only about a third of supported investments
(thus the rate of public co-financing) we can cadel there was no or only very little additionality
achieved by the policy. In the 1990, the policyldesd as its objective to assure reproduction of
agricultural capital, however, since the EU acassadditionality has deemed to be achieved.
Most of the investment (more than 40%) goes to mm&ci and equipment (post-harvest processing,
milking cooling equipment etc.). Investment in blngs dropped from almost 50% in 1998 to less
than 30% in the recent years. Farmers’ investmeitreeding animals account for 20 to 30 per cent
(Figure 2). The emphasis on machinery and equipmethe investment structure might indicate that
farmers are more concerned of labour productivigntof the other possible effects of modernisation
through investment. Nevertheless, it would be har@dssert that the other two main directions of
investment activity are undervalued; rather we sta@ss that the sector might have become saturated
in terms of agricultural buildings (storages, shedwl that breeding animals are regularly replaced.

% Special Accession Programme for Rural Development
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Figure 2 Investment structure
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In spite of the contraction of the Czech livestpckduction, most of the modernisation support went
in the livestock sectors, particularly in the dagmterprises (2008-2010) — see Table 2. It is kmxau
there were essential needs (welfare, manure st@adedreatment) and because there are significant
immediate and tangible benefits from modernisatiogher yields, higher quality, reduction of (hiyed
labour, improved health of animals — thus loweiialale costs).

Linking the investment support (of all kind) to therformance of the agricultural sectors will potevi

a preliminary notion about the effect of the suppBuch a brief analysis is illustrated in Figure 3

Figure 3 Investment support and sectoral GVA
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From the first look (on the left chart), there is avident effect of the support programme on the
sectoral GVA. The simple statistical analysis @neegression in the right chart) indicates thateh
might be about 10% of the investment support ptegedmmediately in the agricultural GVA.
However, the model is not statistically significaAtso, one should consider a delay of an investmen
effect. A simple shift of the effect of two or tlergears, however; does not lead to a significant
relationship. It is evident that the sector appho@ insufficient for the investment programme
assessment.
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3. METHODOLOGY

The above figures on the support programmes andéhtral GVA indicate the difficulties (the
ambiguity) of the judgement of the policy effectress and efficiency. There is therefore a need for
methods and approaches which enable the evaluatasdess precisely the mechanisms by which
beneficiaries are responding to the interventidmesE mechanisms can include links through markets
or improved social networks as well as tie-ins vather existing policies (Khandker, et al. 2010). T
prove that changes in targets are due only to peeific policies undertaken the counterfactual
approach is needed. It is illustrated in FigureThe performance of farms participating in an
investment support programme (treated) improvethfP0 to YP1. The simple “before and after”
comparison (YP1 — YPO) can hardly be accounted tintye programme, if there are changes in the
performance independent of the programme asnitigessed by the performance of non-participating
(control) farms which also changed from YCO to Y®Zer the same period. However, neither the
difference YP1-YC1 necessary represents a comdgejment of the effect of the programme, because
it is likely that participating and non-participagi groups differ in their structures and pre-prograe
situations (Khandeker, et al. 2010). The real ¢ffen only be obtained if we know the counterfalctua
outcome YF1 i.e. what would happen if there waspnogramme. However, this is principally
impossible, hence one has to find an estimate.

Figure 4 The idea of the counterfactual
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The standard framework in evaluation analysis tanédise the above problem provides Roy-Rubin-
model (Caliendo, Kopeinig, 2005). Let @enotes a treatment indicator which equals oivaifidual
i receives treatment and zero otherwise. The piatemtitcomes are then defined agDx) for each
individual i, where i = 1.N and N denotes the total population. The averaggrhent on treated
(ATT) effect is defined as follows

Tarr = E[ID = 1] = E[¥(DID = 11 - E[Y(0)|D = 1] @
The second term on the right hand side of Equdtipns the counterfactual, however, unobservable.
Instead we have to use E[Y(0)|D=0]. The effggt is truly identified if and only if
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0= E[Y(0)|D = 1] — E[Y(0)|D = 0]; (2)

The right hand term of Equation (2) is called selfection bias. In non/experimental data, the
condition of zero self-selection bias is usually achievable, statistical methods have to be used t
estimate the average treatment effect on treatgd)( In this paper we adopted propensity score
matching (PSM).
Assume that there is a set of observable varialileghich are not affected by treatment and that
potential outcomes are independent of treatmerdgrasent, i.e.
Y(0), Y(1)L DIX, ¥X; (3)

This condition is known a “unconfoundedness” or ditonal independence assumption. Let us
defime the propensity score P(D = 1|X) = P(X), e probability for an individual to participate a
treatment given his observed variables X. The ufmeordedness condition can be rewritten as

Y(0), Y(1)L D|P(X), ¥X; (4)
As it was showed by Rosenbaum and Rubin (1983urthér requirement besides independence is the
common support or overlap condition:

0= P(D; =1|X,) = 1, for somd; (5)

which ensures that there are persons with whicle ipasgitive probabilities to participate as welltas
stay outside. The PSM estimator of the treatmdiatebn treated is then defined as

Thee = Epxyp=1{E(Y(1|D = L,P(X)) — E(Y(0)|D = 0,P(X}))}; (6)

We can understand the PSM estimatoref as a mean difference in outcomes over the common
support, appropriately weighted by the propensitgre distribution of participants (Caliendo,
Kopeinig, 2005). From the number of methods avésldbr construing the PSM estimator we have
chosen nearest neighbor (NN) matching and kern&tmmy.(KM) Nearest neighbor matching. Is the
most straightforward approach; the individual fréine comparison group is chosen as a matching
partner for a treated individual that is closedieirms of propensity score. One of the disadvastafje
NN matching is that only a few observations frora tomparison group are used to construct the
counterfactual outcome of a treated individual. iéématching (KM) is a non-parametric matching
estimator that uses weighted averages of all iddals in the control group to construct the
counterfactual outcome. Following Smith and ToddD&), ATT effect estimator (6) can be rewritten

T.ff'qi‘j = .L_ijr [Em:lyi'(i} - E.D_;l:l} W(Lﬂ}?(ﬂ}] (7)

where N denotes the number of treated (participating & phogramme). In the case of KM the

weights w(i.j) are defined as follows
. (P (& :l—P:j.&’[j‘J

w(i, j) =

IR (8)
D;{an(Pr'X'ﬂ S

a /

WhereK is a kernel function and is a bandwidth parameter. Note that kernel matcisranalogous

to regression on a constant term (Khandker eRall)). The main advantage of this approach is the
lower variance due to more information used. A dragk of it is that possibly observations are used
that are bad matches. Therefore, good overlaprisagdr importance for KM.

The quantitative analysis of effects is completg@® case studies. The qualitative survey (intevsie
with the farm manager) concentrated not only onrtfamager’s subjective assessment of economic
benefits from the investment support but also enibn-economic effects as improved animal welfare
or working conditions, the farm business developnsérategy and how the supported investment fits
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in it, motivations and information gathering foretlyiven investment project, the use of advisory
services and the cooperation with research.
We used several sources of data on farm charauatsrésd performance - Creditinfo database, LPIS,
data on agricultural supports published by $Z{Ereditinfo is main source, it is a database huiilt
annual reports of companies (large legal entitidsth are oblige by the Commercial Code to publish
their economic and book keeping figures. Creditlifoludes only large farms and only financial
indicators. From LPIS we linked information on is&ld agricultural area and on land use.
All calculations are done in STATA 11.
To get a deeper insight in the process and efté#dtsvestment support we selected 20 representative
projects in respect to investment size, legal fafmnvestor farm, type and direction of supported
investment. On this small sample we conducted t@iivé research aimed at business and investment
strategies, the importance of the support for imgleting the strategy, business environment and
effects of the investment for modernisation. Fds thurpose we elaborated a questionnaire which
included 28 questions structured in 7 blocks (TableThe respondents were asked to state their
qualitative judgement on the investigated issukeeibn the 3 or 5 point scaler by ordering pre-
defined judgments or reasoning.

Table 1 Structure of the questionnaire for a qualiative survey.

Block Questions Content
| A Characteristics of the project holder
1l B-G Current and past investment strategy
1 H-L, P Project description including motivations
Preparation of the project and of the application
I/ M-M for a support
The assessment of project benefits, of fulfilments
\ 0, 0-2 of expectations, ...
Vi AL Future investment strategy
VIl BB-CC Business environment for investment

Beside filling the questionnaire the interview imbkd free discussion on the implementation process,
and lessons learned, and the excursion to thetigaésd investment. While the questionnaire was
usually filled by the top manager, during the es@m we met also other management staff and
workers associated with the given investment.

4. RESULTS OF THE QUANTITATIVE ASSESSMENT

The analysis concentrated on measure 121 of theertuRural Development Programind he

modernisation targets (investment directions) amamsarised in Table 2 below. Most of the support
was directed in the livestock sector in terms ombars (57%) as well as in terms of funds (72%).
This bias against the livestock sector results fraads of applicants (see section 2) as well as fro
policy preferences — projects for modernizationhef livestock production got additional points le t

evaluation score. The structure of applicants fadladhe structure of farming and its geographical
distribution; livestock production is concentratatbre in less favoured areas and in a similar

* State Intervention Fund for Agriculture, the payagency.
® 1-poor, 3 or 5 — excellent.
®i. e. RDP for period 2007-2013.
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proportion are the applicants. Surprisingly, thisr@igher share of young farmer applicants for crop
production projects than in the case of livestoadpction.

Table 2 Investment objects of measure 121 “Modernédion of agricultural holdings” 2008-2010

Completed p Support budget Agpplicants

Investment object = CZE million Individual Corporate inlFA Toung
Livestock 72 21449 32% 63%% 69%4 20%

Buildings 393 1363 33% 67% 67% 22%

of it dairy cow sheds 122 410 40%% 60%4 644 11%4

Technique and technology 124 193 27% 73% 63% 14%

Storages for secondary

products 105 212 21% 1004 704 1224
Crop prodution 302 17 300y 61% 27%% 2%

Buildings 266 582 13% 7% 23% iT%

Mlachinery and equipiment 124 187 28%% 1% 33% 4%
Other 21 52 38% 62% 62% 1024
Total 1383 2080 34%% 66%4 37%% 2484
Source: SZIF

In the Creditinfo database we identified 844 adtizal businesses which were included there with al
economic figures for all four years of the perid@2-2010. About a third of them (291) were awarded
an investment grant of the Czech RDP (measure AR this period; actually between 2008 and
2010, because no project was completed in 200 lack the details about the investment direstio
of 291 supported farms included in the databasalithnéo, however it is very likely that their
supported modernisation follows the same pattethe@population of farms participating in Measure
121 (Table 2).

There are significant differences between partioigaand non-participating farms in the Creditinfo
sample: the average utilised agricultural areaasfigpating farms is substantially greater (182§ h
than the one of non-participants (1084°ha&)terms of assetsthe difference is even deeper: the
average value of assets is more than twice highéte sample of participants than in the sample of
nonparticipants, and the figures per hectare ark 8%,882 and CZK 58,518 on participating and
non-participating farms respectively. It indicatbst participating farms are on average not only
substantially larger but also much more capital @bdur intensive than non-participating ones (see
Table 3 for details). On the other hand, we camwstiat variation in both sub-samples is quite high
and among non-participants significantly higher @xample the coefficient of UAA variatithis
0.71 for participants and 0.82 for non-participants fact high variation is positive for matching,
since we likely find similar farms in the both ssiémples.

" We consider only completed projects

® The both figures for 2010

® Of the balance sheet

10 Coefficient of variation = standard error/mean
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Table 3 Characteristics of participating and non-paticipating farms in the Creditinfo sample

2007 2010 Index 2010/2007
Indicator Unit Participating Non-particip. Participating Non-particip. Participating  Non-particip.
Total assets CZEK '000/farm 146 633 63 082 153 188 63 405 104.5 100.5
TAA ha'farm 1831 1100 1826 1084 99.8 98.5
The share of grasslands %a 21.2 237 218 242 102.8 102.0
Total assets/UAA CZK '000'ha 30.1 374 339 585 1047 102.0
Gross cash flow CZK 000/ farm 16 419 7631 13831 5757 844 754
Cash Flow/UAA* CZEK '000ha 9.0 6.9 7.6 33 34.6 76.6
Labour costTUAA* CZEK '000ha 12.0 3.5 11.2 8.5 93.9 95.5
Bank credits/total assets® % 13.0 11.7 16.2 122 123.5 103.5

*wethgted average
UAA - Utlised Agricultural Area

Source: Creditinfo (2011), LPIS (2011), SZIF(2011)

For calculating propensity scores we applied prodgjressions (Gujarati, 1988) on a set of struttura
variables (UAA, revenue, the share of grasslandsh dlow, depreciation and credits to total assets
ratio). These structural variables are commonlysaered as factors affecting investment and thus
they are deemed as possible determinants of farticipation in the modernisation programme. The
first two variables represent size of the busin#dss;share of grasslands indicates if a farm ithen
less favoured area (LFA); and the rest are varsatgéerring to financial sources for investmenteTh
probit regression showed that size variables aoe significant determinants of participation (Teb

6 in Appendix). Note however, that multicoliearitf structural variables might be behind that. The
distribution of estimated propensity scores issiitated in Figure 5; a good overlap is evident.

Figure 5 Distribution of propensity scores of parttipation in the measure 121 of the Czech RDP
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In the research we tested two matching algorithmsirest neighbour matching (in Stata attnd) and
kernel matching (attk and psmatch2). In this paper are presenting kernel matching with the
standard Gaussian kernel (K@)exp(-t / 2)) and with the standard and Mahalanobis méRidbin,
1980, Stata — psmatch2), i.e. in equation (8) Pis replaced by the metric d(i,j)=;PR) Sl(P,- -R),
where P refers to the 2x1 vector of propensity esand S is the pooled within-sample (2x2)
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covariance matrix of P based on the sub-samplaseoparticipating and non-participating farms.
Standard errors of the average treatment effeetsalculated using bootstrapping.

We have chosen 6 performance variables (Table 4ylioh we measure results of the investment
support programme. Four of these variables retatalue added and productivity in both terms: their
state and dynamics. In addition we look at praiil @ost revenue ratio.

Table 4 List of performance (result) variables

Acrotrym Description Applied by
GVA Gross Value Added Bozik et al. {2011}
GUATC ?1:0 ductivity measured by the ratio of
GVA overlabour costs
dGVA Change of GVA over 2007-2010
d{GVALC) Changze of producivity over 2007-2017
Profit Profit Michalek (2009)
Cost'rev Cost Eevenue ratio

The assessment of the effect of measure 121 “Ma#gion of agricultural holdings” based on kernel
matching is summarised in Table 5. Both metric apphes provide very similar results; the main

difference is in the significance levels. The ager&reatment effect differs substantially only lre t
case of productivity change.
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Table 5 Results of matching (attk and psmatch2 int&ta).

Total Treated Controls
Farms= 837 230 347
attl (standard metric)
Varable Sample Treated Controls ?ﬁerenc SE. T-=stat P sig.
GVA 10 Unmatched 21051 7173 13877
Gross Value Added ATT " 21051 " 15035 7 6016 1275 4717 0.000 HEE
GVALC 10 Unmatched 0.839 0932 0,083
Productivity ATT 0858 " os3 " 0225 0086 3405 0001 o
dGVA 07 10 Unmatched 3624 -3782 -1832
Chanze of GVA ATT " 5624 7 7080 7 1457 1884  0.068 .
d {GVATC) 07 10 Unmatched D211 0474 ) 685
Change o productivity ATT o211 " 0273 " 0062 008 0714 0309
Profit_10 Utinatched 3060 1423 1633

ATT "aoe0 " o212 T 9ad 1439 0549 0323
Cost/Feverme 10 Utinatched 0.933 0.975 -0.023

ATT 0833 0984 .031 0.013 2072 0.047 ¥
psmatch2 (Mahalanobiz metric), 837 ohservations
Variable Sample Treated Controls Differ.  SE T-stat P sig.
GVA 10 Unmatched 21051 7173 13877 1218 11.39 2E-24
Gross Value Added ATT 2103 14491 6360 1788 3.670 0.001 HEE
GVALC 10 Unmatched 0.839 0932 0,083 0.787 0.120 0394
Productivity ATT 0.859 0644 0215 0.114 1.880 0.068 ¥
dGvAa_10 07 Utinatched 3624 -3782 -1832 634 -2.880 0008
Changze of GVA ATT 5624 -T063 1438 0i8 1.520 0.126
d {GVALC) 10 07 Unmatched D211 0474 ) 685 1.518 0.520 0.348
Change o productivity  ATT 0211 443 0.232 0096 2410 0.022 EE
Profit_10 Unmatched 3060 1425 1633 884 1.84 00736

0 ATT 3060 1841 1118 1238 (.890 026
Cost/Feverme 10 Utinatched 0.933 0.975 -0.023 0.019 -1.170 0.20]
0 ATT 0833 0963 0.012 0011 -1.100 0217

Treated = participating in mesure 121 of EDP
Controls= non-participating

Source: own calculation (Stata 11)

With exception of profit, all variables exhibit agsificant effect of the investment support to
modernisation in one or the other matching modedation of GVA and labour productivity are
significant in both models. In the case of prdfiis extremely high variation of this variable thhe
huge difference of averages between participandscanstructed controls (CZK 1.1 million) is not
statistically significant.

5. CASE STUDIES

The sample includes 7 individual and 13 corporaten$. All surveyed farms got support from the
present Rural development plan (2007-2013) — measili2l and 123; 7 investment projects were
oriented on crop production, 10 projects on anipralduction and 3 projects on food processing
products on farms. The average size of total imvest expenditures of studied projects reached
15.7 mil. CZK with the average amount of the supgd? mil. CZK i.e. the rate of the support was on
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average 39%. All projects were already realisebh@$t a year before the interview and mostly run
under full operation.
In terms of farm strategies and objectives of itwest, 75% of projectS were qualified by
respondents as development (grow through) invessman investments for the purpose of increasing
farm ability to produce and to sell products owasss; 25% of projects indicated rather replacement
investment even if with higher operational effiggn15% of all projects were bounded with needs to
comply with the legislative (environmental) requients on production and 30% were realised in
animal production in order improve animal welfab®@e current standards.
The investments in last 5 years which were realisethe context of farm development strategies
aimed at growth (in 60% of cases), improving theligy (55%); 10% of respondents purely and
further 15% of respondents additionally investeddwance specialisation of a farm.
These strategies obviously result not only from keaiopportunities and opportunities to provide
public services, but also from internal conditiodMarket opportunities were referred as the most
significant factor by a half of respondents and dlrerage score in this case was 4.5 on the 5 point
scale. On the other hand, factors indicating ssru absence of capacity were assigned as less
important (only 1/5 of the respondents indicatexk laf land for usage (average score 2.0) or shertag
of qualified employees (average score 1.0) as th& important factors,.
The most information on possible innovations isuaey by supported investors from farmers’
organisations and from internet sources. Both tlkessvledge sources are considered in the present
conception of the knowledge transfer (KT) in agitioe as two basic levéfs Specialised advisory
services (the most upper level of KT system) indsetk not included among the predefined answers,
but it was not mentioned as other source of infdionain any case study. Also, from the other
questions and informal interviews it was clear thae of publicly supported farm advisory is
restricted only to a preparation of the investms&umport application and that the cooperation with
research institutions is very low - almost absentiThis is in conformity with findings from other
sources that the knowledge transfer from researdartn practices is weak. The actual decision on
investment is made on the advice of input suppkeig often on the experience of other farmers who
have already invested in the new technotdgy
From the perspective of motivation to participatethie programme, the measure oriented on farm
modernisation and on increasing value added is Sestrof all as opportunity to get a support for
realisation of own innovation plans by 80% of resgents (45% respondents only with this type of
motivation). For approximately one third of the éstigated supported farms, their participatiorhm t
programme was also an exclusive opportunity toagilitional financial means for investment. For
another 1/3 of the respondents one of the motinatioparticipate was a need to meet legislative
requirements on farm operations.
The importance of the investment support is posstiol evaluate also with an assessment of
implications in the cases when the support wouldb®oreceived by a farm so called “deadweight
effect” of investment support. The results of imiews show that in 35% of cases the investment
project would not be realised without the suppay anore. Thirty per cent of respondents would
make the investment in a reduced size, on averggé2bo (the range 30-60%) of the financial

! There was possibility to label more possibilitissrefore sum gives more than 100%.
1250 called “introductory advice” provided by farmemganisations was coffinanced from public funds
between 2005 and 2009, the reason for stoppinghaotfing were budget cuts of the Czech government.

13 Thus it depends on farmer’s network.
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framework of the actually realised supported invesit. On the other hand, 35% of projects would be
fully launched also without the investment suppBrit 2/3 of respondents in this group would realise
investment in time-delay or at the expense of otfgstments in the farm that would not be realised
under these circumstances. The average econoreiofsfarms in the second group that would realise
investment without support but in reduced sizethes highest (155 thousands CZK of total assets),
received more endorsed projects by ten per cenpamd to others two and the average size of
investment costs per project is about 20 milliorKCEarms that would not realised project at all are
in average by quarter smaller (measured by tots¢tagalue) compared to second group and the
average size of project is 16 million CZK. The ¢hgroup farms that would realise project even
without support has economic size in between twatioeed groups, but the average size of
authorised projects is the smallest — 12 millionKCZor these farms the supported investment
projects have higher importance so that they woeddise them also without support at the expense of
other investments. It is possible to conclude that deadweight effect of the RDP is not so high
because only 12% of respondents would realise imarg project without any restrictions and
moreover the average size of realised projectsesfd farms was only halfway.
When we try to evaluate effects of the investmepipsrt it is necessary to know how important the
supported investment was for the farm. For 47%espondents this supported investment stand for a
strategic project influencing in the prosperitytbé farm. This importance is underlined also by the
fact that the realised investment caused an inerebf&rm revenue (production) on average by 90%
and the share of revenues from this supportedigcinakes on average more than third share. These
projects are oriented especially on animal productind storage capacities. Middle-important and
less important projects accounted for 42% resp. bi%urveyed farms. These are projects with
primarily noneconomic objectives, e.g. improvingnaal welfare, or smaller investment projects of all
kind. They do not induce a dramatic productionease (with exception of one project).
Average pay-off period of supported projects isinested at seven years, but the variability is
considerable from 4 to 15 years. Mostly the sumubgrojects contributed to improvement of total
farm revenues in average by 18% and/or total ealiation in average by 12%. The most often and
the most significant cost reduction was write dawrthe case of labour costs followed by cost for
repairs and maintenance, cost for energy, medicnzamd feedstuffs. More than half of respondents
agree herein that supported projects help themd®ase in principal stability of their income dod
other quarter of farms this benefit is less imputiteFrom the noneconomic effects were often
mentioned first of all quality improvement and puotion security followed by improvement of
animal welfare and animal production efficiency.

6. CONCLUSISONS: A COMPARISON OF QUANTITATIVE ASSESSME NT RESULTS
WITH CASE STUDIES

The quantitative assessment showed significantfiteioé the investment support in terms of business
expansion (GVA) and productivity (GVA/labour cosis)provements. These results were confirmed
by the qualitative survey. The qualitative survapwed that production expansion and productivity
increase were primary objectives of the investnfant investment strategies) on most of the farms.
The public support enabled farms to achieve thgagegic objectives.

The respondents of the survey of 20 supported fatedared that the supported investment was
important for their prosperity, however, we coulat prove it in the quantitative assessment in terms
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of profit and cost/revenue ratio; ATT are in favairparticipating (treated farms), but the variasce
are too high that there is no statistical signifimaof them.
We learned that most of the investigated farms hlagi business development strategy and that the
investment support enabled the farmers to accomyiisnore timely and in greater extent than it
would be without it. It can be learn from Tablehaittthe ratio of bank credits to total assets msee
dramatically on participating farms over the inigated period while on non-participating farms it
stayed almost the same in 2010 as in 2007. It ateléc that the policy (measure 121 of RDP)
encouraged farms to take credits as well as tleaé thre some credit constrains for farms which migh
prevent them to participate in the investment sugpmgramme.
From the case studies results, that supportedtmess expose into income increasing of farms. This
improvement flows from increasing of animal prodaowt efficiency, in general from revenue
increasing and also relatively important reductadnoperational costs and especially labour costs.
Moreover respondents indicated range of other @iz non-economic benefits such as quality and
security improving of products, decreasing lossesanimal welfare improving.
Finally, the issue of deadweight of the investms&upport is discussed: the figures on very low net
investment relatively to the provided public sugpatr the sector level indicate possible significant
deadweight, however, the insight is incompletecesiit does not take into account post accession
restructuring of the sector and multiannual andtirauterprise character of investment at the farm
level. According to answers of respondents fromddse studies follows that the deadweight effect of
the RDP does not seem to be so high because oslyetwper cent of respondents would realise
investment project without any restrictions and eawer the average size of realised projects okthes
farms was only halfway.
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Appendix:
Table 6 Results of probit regression
, [95% ,

dotpry_10 Coef Std.Emr. z F=z Conf Interval]
UAA 07 -3.7E-05 8.38E-05 -1.04 0.298 -0.00025 0.000077
Grasslands_07 0 36373 0195535 1.86 0.063 -0.01951 0.746971
cash_flow 07 2 23E-05 1.14E-05 1.94 0.051 -8.76E-08 4 4T7E-05
revenue 07 2 18E-06 2 63E-06 0.83 0407 -2 97E-06 7 34E-06
depreciation_07 T.0BE-05 2 Z21E-05 3.19 0.001 272E-05 0.000114
cffLC_07 -0.10456 0.04759389 -2.18 0.029 -0.19862  -0.0104
credits/TA_O7 0203832 0481414 042 0672 -0.73972 11473586

cons -1.04485 0125012 -0.16 0 -1.29575 -0.79395

Source: own calculation (STATA)



