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Chapterr 6 

De-collectivisationn in the Czech Republic 

"Whenn I started in 1990 I got the worst land. Also I did not get the money that I was entitled to. 

Afterr Lux [Czech Minister of Agriculture 1993-1998, DJB] took over agriculture, there was 

onlyy corruption, and nobody can make it better, not even God! 1 finish, I'm sick of it all." 

respondentrespondent to survey of Czech individual farmers, 1998 

6.1.. Introduction 

Wee have now identified the research question, surveyed the empirical and theoretical 

backgroundd of it. suggested a theoretical framework for addressing it, and reviewed the sets of 

primaryy data with which to analyse it. This puts us in a position to actually investigate the issue 

off  de-collectivisation, or individualisation, of farming in this and the subsequent chapter. Here 

wee will keep country specific circumstances constant, and study the differences between 

traditionall  and individual farms in the Czech Republic, based on the author's surveys among 

bothh groups of enterprises. In the next chapter we will keep the farm type (traditional farms) 

constantt and investigate how country specific conditions influenced their development and, by 

implication,, affected the de-collectivisation process. 

6.1.1.6.1.1. Background to the Survey Findings 

Att the outset of this analytical data chapter it is useful to note two general features of the 

restitutionn and de-collectivisation period which showed up in the survey findings. First, de-

collectivisationn appeared to be over. Most individual farms in the sample were established in 

19900 (27), 1991 (66), 1992 (48), or 1993 (24). In the 182 responses to this question, six farms 

weree started after 1993 and eleven before 1990 - going back as far as 1943. The absence of 

reportedd start-ups in 1994-1998 shows that there was no log-like pattern of growth in the number 

off  businesses during transition, as would be natural in the development of new sectors or 

businesss modes. Apparently there are indeed presently barriers to the realisation of such a growth 

path. . 

Second,, from these data as well as other survey findings, it appears that restitution was 

nott an harmonious process (cf. Majerova, 1997:375). The motto of this chapter, which is the 

107 7 



('luipterr  6 

(unsolicited)) comment from one survey respondent on the reform process and on the then 

Ministerr of Agriculture. Josef Lux, suggests the same. Individual-farm operators, both in 

interviewss and through survey responses, frequently complained about the duration of the 

process,, the quality of land and non-land assets obtained in it, and the difficulties encountered in 

operatingg their farm afterwards. In most cases, they attributed these problems partly to the 

influencee and opposition of traditional farm management and partly to governmental 

incompetence. . 

Thee traditional-farm managers, in turn, complained about the paperwork and regretted 

thee loss of 'their' land and other assets; three-quarters of them said they would like to expand 

theirr farm if possible, despite the general dismal economic prospects and the still large size of 

traditionall  farms. It is relevant to take these facts into account when studying a reform episode 

thatt was an administrative rather than a market process, characterised by large discretion of 

especiallyy traditional farm management in the implementation of restitution procedures (see on 

thiss also Ratinger and Rabinowicz. 1997:75; Divila and Sokol, 1993:366). 

6.1.2.6.1.2. A Measure for Success 

Givenn the research question studied in this chapter - why is individual farming so limited? - it is 

importantt to note that there is, for obvious reasons, no direct information on those who indeed 

consideredd individual farming but rejected that option. However, in the individual-farmer sample 

thee conditions that promote or constrain individual farming could be observed. The approach 

takenn here is that from the problems and prospects of the practitioners something can be inferred 

aboutt the reasons why others failed or didn't begin. 

Inn order to assess the conditions for success, a performance indicator for individual 

farmerss must be selected. During transition, opportunities for expansion to a viable farm size 

typicallyy proved crucial for survival on the market. With such expansion comes the ability to 

operatee commercially rather than as a supplemental-income farmer. In what follows, the various 

conditionss of individual farmers are therefore related to size, measured as annual per-farm 

revenuee level1, and market orientation, as indicated by both the share of income that is derived 

fromm farming and the time devoted to it. In the individual-farm survey sample, 74 % of 

respondentss satisfied both the criteria of obtaining more than three-quarters of their income from 

farmingg and working over 40 hours weekly in their farm business. These figures are here used as 

thee lower bound for what will be referred to as 'professional' farmers, as distinct from hobby, 

part-time,, non-commercial and other types of supplemental-income farmers . There is naturally 

considerablee (but not complete) overlap between the two groups. Of 183 valid observations. 126 
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TheThe Czech Individualisation Process 

weree considered 'professional' farmers and 117 large-scale individual farmers, while 96 were in 

bothh categories. 

Followingg the theoretical framework developed in chapter 4 as applied to the farm level, 

wee will now consider individualisation as a path of institutional change with barriers for the 

prospectivee individual farmer. These are categorised as exit costs, investment costs, and 

integrationn costs. 

6.2.. Exit Costs 

6.2.1.6.2.1. Exit Cost Information From Traditional Farms 

Forr an assessment of exit costs consider first the traditional-farm sample. The central variable of 

interestt here, the extent of de-collectivisation, is measured in two ways: by the amount of land 

andd by the number of people involved. Table 6.1 presents both types of de-collectivisation 

measuress for subgroups of traditional farms aggregated on the basis of size, farm type, and 

location.. De-collectivisation measure D (left column) is the number of hectares lost in the 

restitutionn process during 1992-1998 as a percentage of total area in 1992. The three other 

columnss list, left to right: number of restitution applications per farm ; actual property transfers 

perr farm; and number of property returns per farm - all measured over the period 1992-1998 and 

ass a percentage of the number of owners in 1998. 
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TableTable 6.1; De-Collectivisation Rates Differ over Traditional Farm Sizes, Types, and Regions 

category(n) ) de-collectivisationn measures (% of total owners) 

D D claimants s transfers s returns s 

byby size* 

smalll (n=l4) 

mediumm (n=32) 

largee (n=20) 

6.5(14.7) ) 

11.6(12.1) ) 

11.5(10.5) ) 

5.88 (6.9) 

8.5(15.9) ) 

5.9(8.3) ) 

5.00 (5.2) 

6.8(15.1) ) 

4.6(7.3) ) 

1.2(1.7) ) 

0.7(0.7) ) 

0.7(1.3) ) 

byby farm type 

corporatee (n=28) 

co-op.. (n=38) 

7.7(12.4) ) 

12.6(11.9) ) 

6.7(8.8) ) 

7.5(14.2) ) 

5.11 (6.9) 

6.2(13.7) ) 

1.1(1.6) ) 

0.77 (0.8) 

byby region** 

22 (n=34) 

3(n=28) ) 

12.0(13.8) ) 

8.4(9.5) ) 

7.9(15.4) ) 

5.8(5.6) ) 

6.8(14.3) ) 

3.8(3.3) ) 

0.55 (0.6) 

1.3(1.6) ) 

Generall  note: Figures are average percentages with standard deviations added between brackets. Note that de-

collectivisationn is presented in two ways: D is a land-based measure, while the 'claimants', 'transfers' and ' returns' 

columnss are about numbers of'people. 

**  Because de-collectivisation is largely a land transfer process, traditional farms are grouped in three size categories 

onn the basis of area worked in 1998: small (less than 1,000 ha), medium (1,000-2,000 ha) and large (over 2,000 ha). 

***  Region codes: 2 = 'sugar beet', 3 = = 'potato'. See table 5.3 for details. 

Source:: survey findings. 

Itt is useful to remember that people could only apply to take out their farm land and other assets 

fromm the traditional farms if, and only if, they were planning to use the assets for agricultural 

productionn (see also section 3.4.3). By inference, table 6.1 indeed largely depicts the experiences 

off  prospective individual farmers as reported by the managers of the traditional farms in which 

theirr land and other assets used to be employed. 

Thee data show that there is a substantial difference between the number of applications 

andd the number of actual exits. The number of people who eventually kept their property rather 

thann offer it for rent to the traditional farm again is still lower. Overall, claimants appeared to 

learnn the difficulties involved in individual farming both during and after de-collectivisation 

procedures,, leading between 30 and 40 % of them to cancel their plans. 

Ass to the specific barriers to de-collectivisation, two observations on table 6.1 appear to 

requiree an explanation. First, de-collectivisation, both if measured in number of people involved 

andd in area, was largest in medium-sized farms. Second, in the larger farms de-collectivisation 

wass more limited only if measured in number of people; in the smaller farms it was smaller 

measuredd in either way. We have noted, in chapter 4, that exit costs of leaving are indeed high 

inn both the largest and the smallest farms. In the largest farms this is due to asset incompatibility 

orr labour specialisation problems; in small farms it may be psychological constraints due to 
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sociall  pressure or, put positively, social cohesion. This may have de-motivated potential 

claimantss in both size categories, as the figures suggest. De-collectivisation in medium-sized 

farmss wa£ likely less subject to any of these exist cost sources; consequently it is higher on 

averagee while also people-related de-collectivisation measures vary more over medium-sized 

farms. . 

Att the same time, in larger farms there are more potential claimants who can claim a 

sufficientlyy large amount of land to make it worth while to go through the whole transfer 

process.. This is not as frequently true in smaller farms (see also table 6.2. below). So while the 

sharee of members claiming their land may be low in both size categories compared to the 

medium-sizedd farms, the share of land transferred will be larger in the largest compared to the 

smallestt size category. This interpretation is further endorsed by the observed frequent re-

collectivisationn (cases of property return) in the smallest farms: nearly a fourth of all successful 

claimantss eventually reversed the transfer. Such re-collectivisation suggests that claimants 

judgedd their farming plans to be non-viable, which would indeed more often be the case when 

thee plots transferred are rather small. (Table 6.2. below shows that indeed transferred land per 

claimantt was less in smaller farms.) 

Ass to farm types, the number of applications was considerably larger in co-operative than 

inn corporate farms. In the latter mode also more people relinquished their claims or returned their 

propertyy and loss of area was consequently smaller. These findings can partly be explained by 

thee 'empty shell' strategies described in chapter 3, in part by legal differences that facilitate exit 

moree in co-operative farms. Such larger legal opportunities for restitution leave more room for 

otherr factors to control restitution success, which is reflected in the much larger variation of all 

threee people-related de-collectivisation measures in co-operative farms. 

Finally,, differences between the two regions studied were evident with regard to claims, 

transfers,, and returns. Natural conditions in region 2 are more favourable than in region 3, which 

obviouslyy affects prospective farmer's expected productivity. In addition, smaller profit margins 

inn region 3 may also more have prompted traditional farm managers to improve their own 

farmingg prospects by discouraging claimants (for this interpretation see also tables 6.3 and 6.5 

below). . 

Onee important determinant of future productivity and viability of individual farms is 

likelyy the size of the property (particularly land) that can be claimed. Post-reform land property 

throughoutt Central and Eastern Europe is fragmented and the Czech Republic is no exception. In 

aa 10 million Czech population, there were 3 million landowners not engaged in agricultural 

productionn in 1998 (Csaki et al, 1999:28-29). Hence, if much land must be rented from this pool 
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off  owners in addition to restituted property, search costs will probably be high. In table 6.2 

beloww various figures related to land restitution are reported. 

TableTable 6.2; Frequency and Extent of Land Restitution by Traditional Farm Category 

Farmm category (n) ## formal land owners 
perr farm 
inn 1992 

landd taken out per 
claimant,, 1992-1998 

(ha) ) 

landd left in traditional 
farmm per owner in 

19988 (ha) 

ownership p 
concentration n 

19988 (%)
byby size 

smalll (n=l4) 

mediumm (n=32) 

largee (n=20) 

289(272) ) 

505(348) ) 

870870 (389) 

6(12) ) 

15(23) ) 

14(18) ) 

4(3) ) 

4(2) ) 

5(9) ) 

17(14) ) 

13(13) ) 

6(4) ) 

byby farm type 

Corporatee (n=27) 

co-op.(n=40) ) 

5377 (449) 

6044 (385) 

7(14) ) 

17(22) ) 

4(2) ) 

4(7) ) 

13(14) ) 

11(10) ) 

byby region 

22 (n=32) 

33 <n=25) 

580(351) ) 

4977 (408) 

14(20) ) 

14(21) ) 

4(2) ) 

5(8) ) 

13(12) ) 

10(10) ) 

Generall  notes: Figures are averages with standard deviations added between brackets. See table 6.1 for category 

definitions.. The number of respondents varied somewhat over the questions. 

**  Ownership concentration is measured as the percentage of landowners having more than 10 hectares of land. 

Source:: survey findings 

Becausee ownership patterns and changes in it during the restitution and de-collectivisation years 

aree complicated (see section 3.4.3. for administrative details), consider briefly the information 

presentedd in table 6.2. The table shows, in the second column on the left, the number of formal 

ownerss of the land used in traditional farms in 1992, per farm category listed in the left hand 

column.. It is shown that larger farms have more owners, and that the variation in the number of 

ownerss over farm is larger in the smaller farms. In the third column the land taken out per 

claimantss is given. This concerns those owners who choose to claim their land in the de-

collectivisationn process; these constituted only between 6 % and 9 % of all formal land owners in 

thee second column, as was shown in table 6.1 In the fourth column the average amount of land 

ownedd by the remaining formal land owners after the de-collectivisation process is shown. 

Finally,, the right hand column gives the average percentage of all landowners having over 10 

hectaress of land. 

AA first observation is that indeed, in general, the owners of more land left traditional 

farms:: the difference in the average amounts of land taken out and land left in the farm is quite 

large,, especially in medium-sized and large farms. This supports the idea substantiated above, 

thatt more land per owner facilitates de-collectivisation. Second, while the amount of land taken 

outt per owner varied considerably over categories, restitution caused the distribution of land over 

otherr owners to become remarkably equal afterwards, as the third column shows. A comparison 
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off  tables 6.1 and 6.2 also shows that overall, a larger fraction of owners claiming their land was 

associatedd with a larger amount of land taken out per claimant (note this direct relation in the 

size'' and 'type' classifications and the equal table 4 figures in the 'region' categorisation). 

Thesee findings all support the idea that the amount of land to which claimants were entitled was 

importantt in their decision to claim. 

Still,, the substantial 1998 ownership concentration figures also show that a number of 

ownerss who could have left if land availability only would have been decisive in fact did not 

leave.. This is especially relevant in the smallest farms; it appears that the smaller the farm, the 

largerr is the post-reform fraction of owners of large plots of land (more than 10 hectares). This 

endorsess the arguments for less de-collectivisation in smaller farms presented above. 

6.2,2.6.2,2. Exit Cost Informal ion from Individual Farms 

Ann interesting complement to these inferences is exit cost information explicitly reported by 

individuall  farmers themselves. These costs comprise (1) time lost in administrative procedures 

andd (2) loss of productive capacity because of a redistribution of non-land assets to the 

disadvantagee of prospective individual farmers (i.e. when they did not obtain sufficiently large 

plotss of land or useful machinery and buildings). Respondents reported the time it took them to 

obtainn property (table 6.3). They also provided information on their success in applying for land 

andd other assets in traditional farms (table 6.4). 
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TableTable 6.3: Restttution Was More Difficult For Successful Individual Farmers 

categoryy (n) timee between applying for and obtaining property (% yes) 

<< 3 mths 3-66 mths 6mths-lyr r >tyr/stil ll waiting 

byby size* 
smalll (n=24) 

mediumm (n=34) 

largee (n=99) 

13 3 

9 9 

J J 

28 8 

9 9 

14 4 

18 8 

33 3 

34 4 

50 0 

52 2 

54 4 

byby farm type** 

professionall (n=109) 

otherr (n=48) 

J J 

10 0 

14 4 

19 9 

J J J 

28 8 

56 6 

45 5 

byby region*** 

2(n=5 l ) ) 

3(n=79) ) 

4(n=25) ) 

10 0 

j j 

4 4 

10 0 

22 2 

8 8 

38 8 

27 7 

36 6 

47 7 

54 4 

56 6 
Generall  notes: reported figures are percentages of positive category responses. Percentages add up to slightly over 

1000 because some respondents checked several options. 

**  Individual farms are grouped in three size categories on the basis of revenue level in 1998: small (less than 

100.0000 Crowns), medium (100,000-300,000 Crowns) and large {over 300,000 Crowns). There were no significant 

differencess in land acquisition patterns between small and medium farms; these categories are merged. 

***  "Professional' individual farms are farms where the owner both derives more than three-quarters of income from 

thee farm and devotes over 40 hours weekly to farming. 

** **  Region codes: 2 = 'sugar beet', 3 = 'potato', 4= '(sub-)mountainous'. See table 5.3 for details. 

Source:: survey findings. 

TableTable 6.4: Obtaining Non-land Assets was Important for Success 

categoryy (n) applicationn status (% response) 
didd not apply appliedd and... 

failedd | obtained land | obtained other assets 
byby size 

smalll  (n=32) 
mediumm (n=39) 
largee (n=l 11) 

13 3 
10 0 
9 9 

9 9 
0 0 
4 4 

78 8 
82 2 
77 7 

41 1 
64 4 
59 9 

byby farm type 
professionall  (n=l23) 
otherr (n=58) 

11 1 
12 2 

4 4 
10 0 

81 1 
77 7 

63 3 
47 7 

byby region 
22 (n=55) 
3(n=92) ) 
4(n=33) ) 

II I 
9 9 
21 1 

2 2 
5 5 
15 5 

78 8 
82 2 
73 3 

60 0 
62 2 
42 2 

Generall  note: reported figures are percentages of category responses. See table 6.3 for definitions of categories. 

Source:: survey findings. 

Tablee 6.4 shows that most individual farmers (88 %) started out by applying for property in 

traditionall  farms. Table 6.3 indicates that somewhat over half of these applicants had to wait for 

overr a year between applying for and obtaining property (or were still waiting at the moment of 

surveying).. Only a fifth received property within half a year, but most of these claimants did not 
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becomee either professional or larger-scale farmers. Professional farmers more often obtained 

non-landd assets and waited significantly longer on average. This was probably related to the 

largerr difficulties in obtaining non-land assets rather than land only. 

Tablee 6.4. shows that only a small minority failed to obtain anything. This share is 

considerablyy larger in the non-professional and small-scale farm subgroup than among 

professionall  and large-scale farmers. In region 4 fewer people applied, more applications were 

turnedd down, and fewer non-land assets were received in comparison to the other two regions. 

Claimantss in region 4 also waited significantly longer than those in the other regions. The 

adversee production conditions in this region plausibly reduced the expected productivity and thus 

thee number of applications and transferrals. Additionally, the observations on waiting times 

wouldd support the notion that traditional farm managers had both considerable discretion in the 

implementationn of restitution procedures and more incentives to use this discretion in 

discouragingg applicants as their own production conditions were more difficult (cf. table 6.1). 

Afterr successful application, land was received in most cases, non-land assets much less 

often.. Those claimants who later became professional and large-scale farmers more often 

succeededd in obtaining non-land assets through restitution. The slow availability of non-land 

assetss apparently implied real exit costs. It discouraged claimants from waiting, and probably 

constrainedd many to supplemental-income farming using less technology-intense production 

methods,, and forcing others to buy non-land assets on the market at considerable costs. Access to 

landd in the restitution process was apparently less relevant for success; smaller-farm operators 

actuallyy more often obtained land through restitution than did large-scale farmers. This finding 

anticipatess the larger importance of land lease opportunities rather than restitution for farm 

expansionn to a commercially viable size. 

6.3.. Investment Costs 

6.3.16.3.1 Financial Resources 

AA major determinant of investment is a farmer's access to credit and subsidies. Respondents in 

bothh traditional and newly established farms reported the number of years in the 1993-1997 

periodd in which they had such access (table 6.5). 

115 5 



('haptt er 6 

TableTable 6.5: Access to Financial Resources Was Both Difficult and Important for Success 

farmm category year r 

19933 | 1994 j 1995 | 1996 1997 7 

"Didd you have access to subsidies in...?" (% yes) 

traditionaltraditional (n=66j* j 20 199 J 21 | 25 | 30 

individualindividual by size 

smalll (n=26) 

mediumm (n=32) 

largee (n= 100) 

12 2 

10 0 

24 4 

19 9 

13 3 

19 9 

15 5 

13 3 

20 0 

15 5 

19 9 

23 3 

19 9 

22 2 

23 3 

individualindividual by farm type 

professionall (n=l09) 

otherr (n=46) 

20 0 

19 9 

22 2 

16 6 

16 6 

18 8 

20 0 

21 1 

24 4 

21 1 

"Didd you have access to bank credit in .. ?" (% yes) 

traditionaltraditional (n=66)* | 26 | 32 | 26 277 | 27 

individualindividual by size 

smalll (n=26) 

mediumm (n=32) 

largee (n= 100) 

4 4 

7 7 

20 0 

8 8 

6 6 

27 7 

15 5 

3 3 

12 2 

0 0 

6 6 

14 4 

8 8 

j j 

14 4 

individualindividual by type 

professionall (n=l 12) 

otherr (n=46) 

16 6 

10 0 

21 1 

20 0 

13 3 

7 7 

14 4 

2 2 

13 3 

7 7 

Generall  notes: reported figures are percentages of positive category responses. For definitions of categories, see 

tabless 6.1 and 6. 3. 

**  No significant differences between corporate and co-operative traditional farms could be observed. 

Source:: survey findings 

Tablee 6.5 shows, first, that traditional farms had an advantage in obtaining funds, though much 

clearerr so in the case of credit than subsidies. Second, access to both credit and subsidies is 

linkedd to success in individual farming. Another way to present this evidence is to compare the 

averagee number of years of access to outside funding in the period under study. This was 0.7 for 

professionall  and 0.3 for other individual farms, but 3.0 for traditional farms (with negligible 

differencee between the two types). Taken together, these findings on fund allocation appear to 

indicatee a clear disincentive to engage in individual farming. 

Smallerr individual farms had generally better access to funds in 1993-1995 than medium-

sizedd businesses. This is in line with the existence of support programmes for small farms and 

forr farms operating in areas where cultivation was officially deemed desirable but economically 

lesss attractive. These programmes were mostly restricted after 1995 (Csaki et al, 1999:xiv), after 

whichh the access to subsidies of medium-sized farms improved without a worsening of access 

forr small farms (although the amount of funds transferred may well have fallen in this group). 

Thee policy implications of these figures largely depend on their interpretation. The issue is 

whetherr the link between a large or professional farm status and access to credit is best explained 

inn terms of rational credit allocation (based on track records, farm prospects, liquidity backing 
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etc.),, or perhaps more appropriately seen in terms of integration into an economic system where 

connectionss based on political leverage or personal considerations are vital to favourable 

allocationn of resources. 

Thiss latter interpretation is the more plausible one, for several reasons. First and generally, 

thee literature on production and transactions in Central European economies contains numerous 

indicationss of the importance of connections and networks for businesses (e.g. Grabherr and 

Stark,, 1997). Assuming here that a vital success determinant such as access to external funding is 

independentt of such relations would be unpersuasive. 

Secondd and specifically, the descriptive literature indicates that the agricultural credit 

allocationn system in the Czech Republic has indeed been far from being based on farm 

profitability,, collateral quality or other conventional loan assessment factors. An explanation 

positingg such causal links would simply be irrelevant to the setting. Credit has been largely 

guaranteedd by state programmes, the main beneficiaries of which are banks and traditional farms 

(seee e.g. Csaki et al., 1999:35-37 and chapter 8 in this book for a description of the fund 

allocationn system). 

Third,, traditional (especially co-operative) farms have typically been heavily burdened with 

'bad'' debts. This simultaneously decreased their financial transparency and may well have 

increasedd their leverage in applying for additional loans with the creditor bank. Both 

circumstances,, perversely, tend to improve their access to credit (see section 7.6. for details). 

Indeed,, "the growing share of state support is recently to the co-operatives, a category of farms 

whosee performance remains the worse [sic]  among the various legal forms of farming" (Csaki et 

al,, 1999:36). We will investigate credit allocation in more detail and on the basis of the survey 

dataa in chapter 9. 

6.3.2.6.3.2. Farm Land and Other Assets 

Thee consequences of differential access to funding were evident in the data on investment 

decisionss and constraints. Table 6.6 presents evidence of the importance of land lease, as 

opposedd to land restitution and purchase, for expansion of individual farms to a viable size. 

Startingg from the left hand side, the third to the eighth column in this table show, per farm 

category,, how much each of these methods of obtaining land contributed to the total increase in 

hectaress during 1992-1998 (presented in the ninth, right-hand column). 
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TableTable 6.6: Successful Expansion Occurs Through Renting Land, Not Restitution or Purchase 

Individuall  farm category 
methodd of increasing area in 1992-1998: 

claimed* * bought t rentedd from... 
trad,, farm state e individual** * 

Usedd for 
free*** * 

total l 
increase e 

1992-1998 8 
byby farm size**** 

small/medium*** * 
(n=58) ) 

Large e 
(n=112) ) 

#Aa a 
sharee (%) 

Uha Uha 
sharee (%) 

20 20 
53 3 
23 23 
17 7 

/ / 
j j 

3 3 
3 3 

/ / 
2 2 
2 2 
2 2 

3 3 
8 8 
36 36 
28 8 

12 12 
31 1 
6J J 
50 0 

1 1 
2 2 
1 1 
1 1 

38 38 
100 0 
131 131 
100 0 

byby farm type 
Professional l 

(n=l21) ) 

Other r 
(n=54) ) 

tiha tiha 
sharee (%) 

#ha #ha 
sharee (%) 

20 20 
17 7 
24 24 
42 2 

3 3 
2 2 
3 3 
5 5 

0 0 
0 0 
5 5 
9 9 

30 30 
26 6 
12 12 
20 0 

60 0 
53 3 
13 13 
23 3 

2 2 
1 1 

/ / 
1 1 

115 115 
100 0 
57 57 
100 0 

Generall  notes: Figures are averages. For definition of farm categories, see table 6.3. 

**  That is, either claimed and obtained in the de-collectivisation process or received in the restitution process. See 

sectionn 3.4.3 on the difference between the two land reform processes. 

***  Farm land rented from an individual was mostly previously in use by a traditional farm. 

***Lan dd used for free usually belonged to relatives or friends. 

*** **  There were no significant differences in land acquisition patterns between small and medium farms. 

Source:: survey findings. 

Tablee 6.6 conveys two messages. First, endowment through land restitution was not important 

forr success in farming. Second, the opportunity to rent land was. In small and medium size 

farms,, over half of the area was acquired in restitution procedures. For large-farm operators this 

wass less than a fifth, while here land lease or rent was of overwhelming importance. 

Amountss of land purchased were marginal in all groups - a finding in line with official 

dataa showing that in the 1993-1998 period only about 1 % of Czech agricultural land was 

annuallyy bought and sold. Land lease or rent from traditional farms was also unimportant, which 

iss unsurprising given the fact that traditional farms as such do not generally legally own their 

land:: only 10 % of it on average (Csaki et al., 1999: 30,xvii). Land rented from the state was 

importantt for a few individual farmers only. Only 18 respondents rented over 10 hectares from 

thee state; some of these farm operators, leasing thousands of hectares, had evidently been in a 

positionn to take over an entire state farm. 

Forr the majority of respondents, renting land from an individual was most important for 

expansionn to a professional-farmer status. Typically, the owner would have rented the plot to a 

traditionall  farm before transferring it to individual-farm use. By implication, the opportunities to 

rentt land from both individuals and the state are for a large part determined by the quality and 

extentt of relationships that the individual farmer has. Because of the high fragmentation of land 

ownership,, the problem with renting additional land typically is finding the owners of larger or 
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moree productive plots. These people must be located either through state agencies like the land 

registerr (the Czech Office for Surveying, Mapping and Cadastre, with 77 regional offices) or via 

informationn from traditional farm management who presently use the land. In interviews, farm 

operatorss pointed out that the decision to rent additional land often depended on such search and 

transactionn costs as much as on land attributes. In addition, there is the general problem that land 

leasess are typically short to medium-term, mostly one-year. This seriously impedes investments 

(cf.. Csaki et al, 1999:29-31). 

Forr non-land assets, the opposite pattern in the own/lease balance was observable. 

Individuall  farmers reported whether they fully owned, partly owned, or fully leased their non-

landd assets. Two thirds of the 180 respondents fully, and one third partly owned them, with a 

negligiblee 2 respondents (both non-professionals) fully leasing. Whereas there is littl e difference 

inn own/rent patterns over farm sizes, professional farmers more often (71%) owned their entire 

non-landd asset stock than did non-professionals (54 %); they also less often partly rent it (28 % 

andd 40 %, respectively). The difference in ownership is plausibly attributable to differences in 

creditt market access. It endorses the notion that, if credit markets fail, an asset lease market is 

importantt for farm development by widening the scope for access to productive resources (as 

suggestedd in Swinnen en Mathijs, 1999). Still, leasing appears a second-best option, practised 

onlyy by the less successful farmers who cannot afford to own their non-land assets3. 

Forr an evaluation of farm type related differences in resource constraints, the subset of 

farmm operators or managers who indicated they would like to expand their farms (75 % of 

traditionall  farms and 62 % of individual farms) was studied. For these selections of both 

samples,, the question "how important was the availability of technology for product decisions" 

cann plausibly be interpreted as "how technology constrained are you". Responses differed in line 

withh expectations, though not dramatically. On a scale of 1 (important) to 3 (neutral) to 5 

(unimportant),, traditional farm managers scored on average 3.2 (neutral) while individual farm 

operatorss averaged 2.8 and 2.2 (neutral/fairly important) for professional and other respondents, 

respectively. . 

Respondentss were also asked to report on the importance of area changes for product 

decisions.. Again interpreting this as an indication of the land constraint for the subset with 

expansionn preferences, it was on average 'fairly unimportant' (3.7) for traditional farms, while 

'fairlyy important' (2.4) for professional individual farmers (and 'neutral' (2.7) for other 

individuall  farmers). The differences between these figures in traditional as compared to 

individuall  farms, as well as the technology figures cited above, are alt statistically significant (a 

== .05), and in line with the prevalent idea that resource constraints disadvantage newly 
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establishedd farms. They also may have prevented many non-professional fanners from 

expandingg to a more viable farm size. 

6.4.. Integration Costs 

Ass a final topic of analysis, it is useful to consider explicitly what the data suggest about the 

importancee of integration costs. Postulating positive integration costs for those who are 

supposedlyy outsiders in the existing system is equivalent to positing an advantage for those who 

havee achieved some degree of integration in it. In other words, if 'insiders' are consistently 

shownn to be successful, there is likely a disadvantage to being an 'outsider*. 

Fromm this point of view, evidence of integration costs was already contained in the facts 

thatt the more successful farm operators often had better access to credit and subsidies; more 

frequentlyy obtained non-land assets rather than land only in the restitution process; and better 

managedd to expand their area by renting land from the state and from individuals. Significantly, 

successs in all of these allocation processes is conditional on access to information and on the co-

operationn of local bureaucrats or traditional farm management. Evidence on human capital 

attributess of individual farm operators, presented in table 6.7, further supports the idea of 

integrationn costs. 

TableTable 6.7; Human Capital Matters to Success in Individual Farming 

category y age e 
universityy or 

collegee education 
(%) ) 

professionall experience (% yes)* 

farm m 
worker r 

farm m 
manager r 

Worker, , 
Otherr sectors 

manager, , 
otherr sectors 

byby size 

largee (n= 116) 

mediumm / small (n=65) 

46(11) ) 

54(13) ) 

25 5 

I I I 

35 5 

28 8 

34 4 

25 5 

20 0 

39 9 

12 2 

8 8 

byby farm type 

professionall (n=128) 

otherr (n=59) 

47(12) ) 

53(13) ) 

21 1 

19 9 

38 8 

24 4 

33 3 

24 4 

21 1 

40 0 

10 0 

11 1 

Generall  note: Category columns list percentages of positive responses except the age column, where standard 

deviationss are added between brackets. For definitions of categories, see table 6.3. 

**  Respondents could check several categories 

Source:: survey findings 

Thee figures show that professional individual farmers are on average younger than non-

professionall  practitioners, but still of middle age, with rather littl e variation. They also more 

oftenn have a professional background in both the agricultural sector and in managerial work in 
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thee traditional farming system, and have slightly more frequently a college or university 

education.. Using the farm size criterion, the differences are roughly of the same order, but for the 

educationn factor: operators of large farms have nearly twice as often a higher education than 

thosee of smaller farms. 

Inn short, it appears that those individual farmers who used to be well-integrated into the 

traditional-farmingg system and on the managerial level, are now the more successful individual 

farmers.. The fact that such integration apparently is a success factor implies that the other 

individuall  farmers have been constrained in operating their business by a lack of these human 

capitall  attributes. Typically, successful entrepreneurship is not so much for the young and 

adventurouss as for the mature, the educated and the experienced - and by implication: the well-

connectedd (an interpretation supported by Majerova, 1997:375). 

Thiss view is further confirmed by a comparison of these figures to labour force data from 

traditionall  farms. Table 6.7 shows that of all individual farmers with a farming background, 47 

%% (53 out of 112 individuals) used to be a farm manager. Other survey information indicates that 

inn traditional farms, management in 1998 constituted on average 5 % of the labour force. This 

impliess an outflow of management out of traditional agriculture to individual farming that was 

highlyy disproportional to management-to-worker ratios in traditional farms - which is 

understandablee if professional experience and related attributes indeed imply success in 

individuall  farming. 

6.5.. Discussion and Conclusion 

Thee aim of this chapter was to study the limits to de-collectivisation for the Czech case and from 

thee angle of institutional change as a path with barriers, categorised as exit costs, investment 

costss and integration costs. 

Thee level of these costs can be argued to be affected by the relative power position of 

prospectivee individual farmers on the one hand and the power of those opposing 

individualisationn of farming, such as traditional farm management, on the other. This latter group 

off  agents can increase an individual's switching costs (categorised as exit costs, investment 

costs,, and integration costs) either by direct choices based on their discretion in the course of the 

individualisationn process, or through their role in defining the rules governing that process. This 

approachh is used as a framework to analyse survey data collected by the author in 1998-1999. 

Thee findings can be recapitulated as follows. 
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Althoughh practically all individual farmers started out by applying for property restitution in 

traditionall  farms, subsequent success in farming seemed partly controlled by the exit costs 

impliedd in the restitution procedure. A variety of exit cost sources were identified, including 

naturall  conditions connected to location, asset incompatibility, social cohesion or pressure, the 

sizee of property claims, and the length and success rate of restitution procedures. 

Inn addition to costs of leaving the traditional farm, also costs of investment in the new 

farmm and of functioning in the agribusiness environment were identified. Some barriers to 

successs seem to be a lack of access to credit and (to a lesser extent) subsidies, and connected to 

that:: a failure to acquire non-land assets and to find and rent additional land. 

Theree is evidence of the opposite interests of traditional farm management and individual 

farmers.. It also appeared that the former group was able to discourage individualisation by using 

opportunities,, implied in their large discretion in the implementation of de-collectivisation 

procedures,, to raise switching costs. In addition, is was observed that success in many aspects of 

thee individualisation process is typically conditional on both access to the relevant information 

andd on co-operation from traditional farm management and local bureaucrats. In consequence, 

individuall  farmers' quality of connections in the traditional farming system appears to co-

determinee their prospects - which again underlines the key role of traditional farm management 

inn the process. This interpretation is supported by human capital data showing that successful 

individual-farmm operators are typically of middle age and often are former participants in the 

traditionall  farming system, frequently at the managerial level. 

122 2 



TheThe Czech Individualization Process 

Notess to chapter 6 

Thiss is total production, inferred from reported crop areas and herd sizes, and valued at official farm 
gatee prices. Importantly, this includes output which was in fact used for barter or own consumption. 
Givenn the aim of the size classification, this indicator is preferable to the area measure used for traditional 
farms. . 

~~ The large under-representation of the latter group is obviously caused by the SSZ membership sample 
frame.. While the survey thus does not mirror the entire sector, this focus is actually useful when 
investigatingg the importance of individual farming as a commercial activity. 

Informationn on land and other asset ownership was not collected for traditional farms, because they are 
knownn to typically rent most of their area from owners/members, while they mostly own their entire non-
landd asset stock. 
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