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Introduction
The paper focuses on the effects of capping direct
payments on individual farms in Slovakia.

The structure of agriculture during the communist period in
Slovakia was strongly biased towards large cooperative
farms, which could be better controlled by the state than
many small farms.

At the beginning of the 1990s private property rights were
restored through the privatization process in CEECs. Farm
restructuring accompanied the privatization process but the
size of the farms remained very large in Slovakia.

After 2004 Slovakia introduced SAPS. This resulted in
distribution of direct payments significantly skewed towards
large farms.

According to EC communication direct payments will
remain the main instrument of support of farmers after
2020.

Distribution of direct payments will be fairer, aimed at small
farms.

Fair distribution of direct payments will be achieved by
capping, degressivity or redistributive payments.

Materials and methods

Based on individual farm data for 2016 we model
the effects of capping of direct payments on
individual farms.

In Slovakia in 2016 18 984 farms were beneficiaries
of CAP subsidies in 2016. 1 525 farms could be
potentially capped as their size is above 250
hectares.

We model two scenarios: capping at the level of
60 000 EUR and 100 000 EUR.

Each scenario has two versions with and without
subtracting labor cost.

We test whether there is a significant difference
between capped and non-capped farms with
respect to employment per 100 hectares,
production per ha, and the share of animal
production.

Results
The structure of farms in Slovakia is dominated by large farms.

997 farms over 500 hectares represent only 5,25% of all farms but receive
71,56% of all direct payments.

20 percent of Largest farms receive 94 percent of direct payments.

Large farms are capital intensive and use economy of scale.

If salaries are not considered in capping there is no significant difference
between capped and non-capped farms.

The share of crop production, which is more labor intensive, is 65% in
capped farms and 70% in non-capped farms.

There is however a difference between capped and non-capped farms if
salaries are taken into consideration.

Conclusions

Large farms are dominant in Slovakia.

Capping will have a strong impact on Slovak farms.

Capped farms are significantly different from non-capped farms 
when salaries are considered otherwise there is no difference.

Large farms will adjust to capping by splitting into smaller farms.
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