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1. INTRODUCTION

The countries of the European Union maintain heterogeneity among their production structures, their
crops, their climate, and their agricultural landscapes. However, they all have to face some common
challenges in the coming years, such as increasing competitiveness in a global market, preserving the
environment with more sustainable production, adapting to new technologies and forms of production,
adapting to market demands, uncertain prices and climatic conditions, all with unstable and precarious
profitability.

In addition to these challenges, the sector has certain peculiarities from the point of view of collection and
payment management. For example, long production cycles that generate temporary delays between
the expenses necessary to produce and the income obtained from production. In addition to a production
that is increasingly dependent on climatic conditions, which increases the perception of uncertainty.

These structural characteristics pose different financing challenges in respect to other sectors. On the
one hand, short-term cash needs to meet operating expenses, and on the other hand, investment needs
to adapt to the challenges of the future in the long term, make it advisable to rely on the financing tools
available in our financial system.

But despite being aware of this need, farmers do not have a clear understanding of financial options,
which limits their willingness to make use of them, taking refuge in obtaining subsidies as a preferred
form of financing.

Only those countries with production structures that are more demanding of large investments, with
fewer family farms in favour of agricultural corporations, maintain higher debt ratios and have a greater
approach to and knowledge of traditional financial concepts and tools.

The new financial products and the more innovative forms of financing have not yet reached the majority
of farmers, who prefer to approach more traditional forms of financing.

However, not all farmers can access financing through the usual channels, as the requirements imposed
by financial institutions sometimes do not take into account the reality of the agricultural sector. This
factor is important as it limits access but also the willingness of farmers to approach financial institutions
as regular providers.

For this reason it is important to increase the financial culture through training,
giving resources to be able to evaluate other less restrictive financing options, either
through associative forms or with new legal structures, there are those alternative
and innovative forms that can help the agricultural sector face the challenges of the
future.




2. THE FARMING SECTOR

2.1. Farming in the EU: socio-demographic trends

The “Agriculture, forestry and fishery statistics” (European Commission, 2018) outlines
the major trends in the European farming sector, based on the latest collection of
data under the Farm Structure Survey of 2016. The main trends are:

* In 2016, there were 10.5 million agricultural holdings in the European Union (EU) and farm numbers
have been in steep decline for many years.

*  Farming remains a predominantly family activity: in 2016, 96% of the EU's farms were family farms.

*  Most of the EU's farms are small in nature: two thirds were less than 5 hectares in size (Fig.l).
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Figure 1: Total farm UAA by Member State in 2015 (Average per farm in ha)

° EU farms can be broadly characterised as either (i) semi-subsistence (ii) small and medium-sized farms
or (iii) large agricultural enterprises.

* EU farms used 173 million hectares of land for agricultural production in 2016, which is about 39 % of
the EU’s total land area.

* About 246,000 farms had some organic area in 2016. This number was about one fifth higher than in
2013.

e Organic farming covered 12.6 million hectares of agricultural land in 2017.

* One quarter (25.1 %) of all the EU’s farms were specialist livestock farms in 2016 and just over half (52.5
%) were specialist crop farms.

* About 9.7 million people worked in agriculture in the EU in 2016.



° Farmers are typically male and relatively old; 71.5 % of farmers were male in 2016 and only one in ten
(10.6 %) were under the age of 40 years old in 2016.

e €59 billion was invested in agricultural capital in the EU in 2018, which was an estimated €2.3 billion
more than in 2017.

* There are considerable variations in agricultural land prices and rents between and within Member
States (Fig. 2).
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Figure 2: Rented land as a proportion of total UAA by FADN region in 2015 (Average share in %)

2.2 Present and future farming challenges

* In some cases, there may be a contradiction between more productive and competitive agricultural
systems (industrial crops) and the maintenance of ethical production systems (environmentally
friendly, animal welfare and climate protection).

* The solution to these conflicting positions will define the future of the standardization of organic
production as the prevailing production system.

° The future of the countryside will be linked to climate change and soil conservation, so it is important
to adapt farms to future limitations.

° The agricultural sector is starting to undergo a revolution, a higher level of innovation, technification
and complexity is expected in the future, so a change of mentality is required. It will be necessary to



increase the professional profile and knowledge with more training, development of new skills, but
allowing advice on technical, bureaucratic, and financial aspects.

There is a need to develop more initiatives for cooperation and representation of the
common interests of farmers, to generate greater income, to ensure the profitability
and future sustainability of farms in the medium and long term.

e Commonly cited among experts was the need to improve product marketing processes, assure
competitive prices, reduce production costs with greater mechanization of the sector, increase
diversification of agricultural income resources, and above all, to enhance product quality and
differentiation for the consumer by increasing the perceived added value.

e Agriculture must respond to consumer demand for healthier products, maintaining forms of
management and handling that respect the environment and the landscape.

* The high average age of the agricultural sector limits change, and there is excessive conservatism.
Succession processes need to be defined to facilitate generational renewal, therefore allowing
opportunities for young farmers.

* The livestock sector is at greater risk, from the point of view of competitiveness, than the plant
production sector.

* Many of these challenges are linked to capital-intensive farming, which will have to be financed from
outside resources, given the expected lower level of CAP payments, which will affect the debt position
of many farms.

2.3. Cost-revenue structure and farm profitability

* Profitability levels are uneven among farmers (Fig. 3-5). Many farms are not profitable due to small
size and/or maintenance of traditional systems and structures, which do not make them competitive
compared with larger professional farms.
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Figure 3: FNVA per AWU by Member State in 2015 (Average in EUR)
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Figure 4: FNVA per AWU by FADN region in 2015
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Figure 5: FNVA per AWU by type of farming in 2015 (In EUR per AWU)




*  Mostfarmsin Europe belong to individual farmers or family farms, their cost-benefit structure is usually
in deficit, having to lose part of their remuneration as self-employed person. This ratio is worse in areas
with natural and productive difficulties. But, in the other hand, it is better performance when the farm
size is greater or has additional activities (multifunctionality) as source of income (Fig. 6).
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Figure 6: FNVA per AWU by EU group and organisational form of the holding in 2015 (In EUR per AWU)

* Apart from the structure of the farms themselves and their efficiency in the use of the means of
production, the high dependence on raw materials, as well as the low value of agricultural products,
places farms in delicate positions, forcing them to have high productivity, being very cost efficient,and
highly dependent on EU PAC grants (30% of FNVA in the EU-28).

* The low prices of agricultural products are limiting the possibilities for growth, improvement and
adaptation of many farms that find it difficult to cover their production costs.

*  From a financial point of view, it is important to adapt investments, so they generate income, while
seeking cooperative solutions (partnership, renting or subcontracting) so as not to acquire high debt
positions.

2.4. Financing needs and level of indebtedness

* Funding is a key factor for agricultural activity. Lengthy production periods, deferred income, high
year-on-year variability in production, and the need to undertake investment projects oblige farmers
to have adequate sources of finance.

¢ The financing needs of farmers are based on two-time frames (Fig.7):

— In the short term: to cover the liquidity gap between expenses and future income resulting
from crop yields and CAP direct payments. Cash-flow management becomes essential to face
speculative strategies, or to face bad harvests due to adverse climate, making specific financial
products necessary. In this sense, advanced harvest payments, advanced CAP payments, credit



policies, factoring and confirming are common.

- In the long term, to cover investments to set up new farms or improvement of existing ones
(purchase of machinery, purchase of land or improvement of facilities), which requires specific
products with financial amortization ranging from 5 to 15-20 years. Here, personal loans and
mortgages are the most common.
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Figure 7: Proportion of long-term and short-term loans per farm by Member State in 2015 (average % per
farm in EUR)

* Funding needs also depend on the type of activity being carried out:

— Inthe case of farms focused on plant production (e.g. rapeseed, cereals), we most often encounter
challenges regarding operating loans due to uneven cash flow. Insufficient storage production is
also a problem for these producers.

— The lending of large investment units in livestock production is used to generate resources for the
purchase of land and the purchase of innovative machines (systems) in crop production (Fig.5).

— Inthe case of family farms, there are investment needs to shorten supply chains (sales or production
processing, meat cutting plants, cheese factories, etc.).

° The evolution of agricultural market prices in recent years has consumed the liquidity reserves of many
farmers, thus making them susceptible to use financial products to cover their working capital for the
year or for longer cycles.

* To cover these needs, farmers find adapted financing formulas with very low subsidized interest rates,
lower than in other sectors. We are talking about fixed rates at 2% and variable rates of Euribor + 1.5-2
p.p. There are even commercial machinery houses that offer financing forms at 0% financial cost.

* However, and despite this financing offer, a good portion of these financing needs are covered through
subsidies and aids, mainly those coming from the Common Agricultural Policy (CAP), but also from
autonomous, regional, provincial and even municipal sources (Fig.8-10).
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Figure 8: Proportion of direct payments to FNVA by Member State in 2015 (average share in %)
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Figure 9: Proportion of direct payments to FNVA by FADN region in 2015 (average share in %)
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Figure 10: Proportion of direct payments to FNVA by farm type in the EU-28 in 2015 (average share in %)
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The level of debt in each country (Fig. 11) depends on the profile of the farmer and type of farming, the
average liabilities-assets ratio is close to 16% in EU farms. Farms in peripheral and southern European
countries, with relatively large numbers of family farms, maintain on average lower debt ratioscompared
to total assets. This is explained by the fact that they have more conservative and adverse debt profiles,

and on the other hand, they maintain worse scores that hinder access to external financing.
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Figure 11: Composition of liabilities per farm by Member State and by level of debt in 2015 (Average per

farm in EUR)
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In countries with a more entrepreneurial approach, defined as those with larger farms where
investments are increasing significant and financing processes have been growing in recent years,
there is greater debtor ratios (Fig. 12-14) and the assumption of more risks. For this reason, in countries
like Germany, a third of farms are experiencing financial difficulties, which is generating an increase
in default.
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Figure 12: Average liabilities-to-assets ratio per farm by FADN region in 2015(average per farm in EUR)
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Figure 13: Farm liabilities to assets ratio in the EU-28 by type of farming in 2015 (Average % per farm in EUR)
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Figure 14: Composition of liabilities per farm in the EU-28 by type of farming in2015 (Average per farm in
EUR)

Due to economic pressure and the situation described above of course amortization durations and
poor liquidity on average lead to longer durations of the loan compared to other business sectors.
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2.5. Difficulties of access to financing and level of
late payment

* Financing processes are linked to demonstrate sufficient capacity to generate income, sufficient
guarantees and/or endorsements. Financial institutions must protect their liability portfolio, so the
regulations require financial institutions to carry out risk studies and assess their customers based on
standardised rating and scoring criteria. Some difficulties or limitations to access financing, arise from
the possibility of satisfying the income generation and profitability requirements:

— Regions or countries with greater production difficulties (water, soil, mountain constraints, etc.) or
with poor production structures (small size, traditional and extensive management, etc.) maintain
lower levels of profitability, which hinders their ability to generate sufficient net margins to access
third-party financing.

- Young people and new entrants face many challenges, such as: insufficient experience, lack of
credit record, lower equity capital, and barriers in accessing outside finance (especially if they do
not have sufficient guarantees and collateral).

— Some tax models estimate the net margin as a ratio of total income. This tax regime aims to benefit
the farmer fiscally but reduces their possibilities of indebtedness by considering net income lower
than that received.

— On other occasions, the search for tax savings has led farmers to distribute their income among
family members. This implies reducing the capacity for individual income generation, as well as the
possibility of applying for funding for the whole farm.

— This same search for tax savings has led farmers in direct estimation systems to allocate excessive
volumes of expenditure to reduce their net margins, which also limits their capacity to borrow from
credit institutions.

e Many entities have had to design alternative measurement systems to the standard in order to
justify the suitability of farmers for the granting of funding, with more realistic valuations than those
contemplated from a fiscal framework.

e Agricultural activity is full of risks that can impact crop and livestock production, their market value,
and ultimately, farm profitability. That is why, in the absence of other guarantees, many banks require
yield agricultural insurance to be taken out to provide financing. This makes such financing more
expensive.

e Financial institutions usually offer financing models that do not cover more than 70% of the investment,
so the farmer must have the capacity to co-finance the object of purchase. For many farmers who are
starting out, this financing model is difficult to take on board. Even if they have been granted subsidies,
they must finance 30% of the investment without knowing when they will receive the amount of
the subsidy, assuming 30% of the initial capital plus the amortization of the financed capital and its
interest.

* The options for increasing profitability via income, in recent years, have come from increases in
productivity and the development of new activities. On the other hand, neither price trends nor
evidence of climate change seem to favour increasing profitability in the sector. This perspective
entails an additional difficulty in the capacity to access third-party financing, linked to the capacity to
generate income, especially if we compare it with the evolution of other more stable and profitable
sectors, which attract more interest from potential investors.

* Although there are exceptions and the scenario is changing, in some countries the financing is highly
focused on financial entities that follow centralized and standardized evaluation procedures. These
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entities do not take into consideration the reality of the agricultural sector, without the capacity to
adapt their products to the financing needs of the farms.

At present, as a result of COVID-19, although the general aim is not to increase the debt ratio, public
financing and public guarantees are demanded as a preferred financing channel for all sectors, but we
find there is great competition to access these limited financing tools.

This type of public financing is also evaluated by two entities: on the one hand, the public entity that
calls for the financing budget, and, on the other hand, the evaluation of the financial entity that serves
as distributor of that line of financing. This double assessment makes access to these lines even more
difficult.

The entities positively value the fact that part of the investment is paid with their own funds or that the
investment has the capacity to pay the amortization of the financing and generate profits in the short
term. If this does not happen, it is necessary to justify a business plan, for which it is necessary to think
very carefully so as not to fail in the request for financing or in the execution of the project.

The entities also value projects developed in phases, which cover growth in stages, and which distribute
the financing needs in the medium and long term.

Those countries and regions, whose climatic conditions and production structures make it difficult for
farms to be profitable, find it more difficult to access traditional financing. It is on these farms where
they can make more sense the use of non-traditional and innovative forms of financing, as well as
cooperative and associative forms.

Problems of late payment are infrequent in the agricultural sector. The conservative characteristics
and savings capacity of farmers allows many investments to be financed by co-payment of own funds
and/or public subsidies. In addition, many farmers tend to have assets that provide sufficient guarantee
as they can be made liquid more easily than urban real estate.
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2.6. Reports from the EU: Access to Finance

INn 2019, the report “Survey on financial needsand accesstofinance of EU agricultural enterprises”
based on an EU-wide survey conducted by fi-compass with 7,600 farmers from 24 Member
States of the European Union was published.

According to it, access to finance, especially bank loans, was crucial for 12.2% of all farmers who
used them to make investments and 10.4% used bank loans for working capital (Fig.1).

Access to finance (bank loans) for investments Access to finance (bank loans) for working capital
Austria  [Jll4% Austria [l 3%
Belgium Belgium
Bulgaria Bulgaria
Croatia Croatia 19%
Czech Republic |3 Czech Republic [33
Denmark Al Denmark [lla%
Estonia Estonia 23%
Finland Finland JEZ
France France
Germany [EEE Germany HEZE
Greece Greece 56%
Hungary Hungary
Ireland Ireland
italy |l 3% italy [l 2%
Latvia Latvia 11%
Lithuania Lithuania
Netherlands Netherlands 12%
Poland 2% Poland J1%
Portugal Portugal
Romania Romania [l 5%
Slovakia Slovakia
Slovenia Slovenia
Spain spain  [EEE
Sweden | 1% Sweden | 1%
EU24 EU24 10%
Figure 1: EU countries where farmers experience the issue of access to finance for
investments and for working capital in EU. Source: FICOMPASS, 2019

There were important differences between Member States (Fig. 2). Access to finance was
particularly problematic in Greece (more than half of farms experienced difficulties in accessing
finance in 2017) and in Estonia, Hungary, Lithuania, Bulgaria and Portugal. On the other hand,
for farms in Poland, Sweden, Italy and Austria, access to finance was less difficult than for the
EU-24, on average.
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Access to market [ outlets / shops BRERES

Purchase prices of your production BEFRTH

Costs of production JEFEST

Access to finance (bank loans) for investments EFFL

Access to finance (bank loans) for working capital XA

Access toland BEERCES

Figure 2: Share of farms experiencing difficulties in the previous year. Source: FICOMPASS, 2019
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2.7.Quantitative Results: | Farm structure by
country

Farmers believe that their
farms are sustainable from an
economic point of view
Farmers are satisfied with the
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Farmers believe they have an
optimized cost structure

Farmers consider all possible
risks of their business covered

Farmers have no problem
guaranteeing payment of their
inputs

Farmers believe they know
how to evaluate investments
and their impact on their farm

Farmers believe they have
good financial planning

\
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more out-farm funding without out-farm funding

Farmers believe they are
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* In general, the interviewees stated (3.57/5) that the farmers consider their farms as
economically sustainable, only in the case of SPA and BEL the statement is more nuanced.

* In spite of this consideration, it is evident the general dissatisfaction (1.63/5) with the prices
perceived on the agricultural markets.

» Additionally, farmers are generally satisfied (3.07/5) with their cost structure (SPA, SWE, CZR,
BEL), with ITA's perception of efficiency being the highest, and only GER considers their
farms as inefficient.

* Ingeneral, thereappearsto besomechallenges (2.3/5) in guaranteeing farm input payments,
with GER, SWE, and BEL appearing having the most difficulties.

e Farmers, aware of the uncertainties that characterise their sector, are not fully prepared
(2.8/5) for the challenges ahead, with GER and ITA perceive themselves to be the most
prepared, while SWE appears to have the worst prospects.

* With the exception of GER, all countries seem to be aware that they may need (2.48/5)
external financing to withstand economic pressures on their farms. Despite this, with the
exception of ITA, they do not believe (3.2/5) they will need more external funding in the
future. This may be due to the fact that they consider their current financial planning (3.07/5)
to be sufficient.

e  While BEL, GER and SPA state that their investment evaluation capacity can be improved,
SWE, CZR, and ITA feel quite capable of evaluating investments (3.27/5).

* Finally, with the exception of CZR, all countries consider that they are not covered for all the
risks that may affect their activity (2.6/5).
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To conclude, often farmers declare that their farms are economically sustainable,
probably due to financial planning. But, at the same time, they recognise that they
face difficulties in sustaining their business. This makes them aware of the need
for external financing, but they are cautious about going down this road in the
future.

| Farm structure by country (bar chart)

Farmers consider all possible risks of their
business covered

Farmers believe they know how to evaluate
investments and their impact on their farm

Farmers believe they have good financial
planning

Farmers believe that in the future they will
need access to more out-farm funding

Farmers believe they can withstand
economic pressure without out-farm
funding

Farmers believe they are prepared for
future challenges

Farmers have no problem guaranteeing
payment of their inputs

Farmers believe they have an optimized cost
structure

Farmers are satisfied with the prices of their
products in the market

Farmers believe that their farms are w_— 4,00

sustainable from an economic point of view 400

050 1,00 1,50 2,00 250 3,00 3,50 4,00 4,50 5,00
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3. FINANCIAL SECTOR FOR
FARMING

3.1. Financial knowledge of farmers (concepts and
available products)

e Although it depends on the profile of each agriculture-related business, in general and with the
exception of public aid from the EU, there is a lack of knowledge among farmers about traditional
financing concepts and instruments, even more so about innovative or non-common tools. If
knowledge is scarce, we can say that the use of such instruments is also scarce.

* Therecent history of financial institutions, during the 2008 crisis, has led to a certain amount of mistrust
towards these institutions and the new products they make available to citizens and entrepreneurs.

* The complex bureaucratic processes, the growing request for documentation and the perception of
supervision through financial institutions, also limit the approach and trust in banks.

* Depending on the profile of the farmer, there is a lack of knowledge and a certain lack of interest
in the new financing instruments available. Farmers tend to show more interest and confidence in
traditional products they already know, such as credit lines and loans.

° This distrust and lack of knowledge in applying for financing means that many farms do not evolve,
limiting their capacity to grow, and condemning them to maintain structures that are less and less
competitive and profitable.

° Farmers are unaware of the existence of financing lines protected by public entities such as ICO or
SAECA, in Spain or ISMEA in Italy. That offers them financing options of 100% of the capital at very
competitive interest rates and with public guarantees that guarantee the operation. These conditions,
together with agricultural insurance, are unthinkable in other sectors, which have greater access to
debt with worse conditions.

* The profiles of younger farmers, as well as professional farmers and cooperatives with an approach to
business oriented towards controlling income and expenses, are those who show the most interest
and are most often close to traditional financing.

* As discussed in the previous section, the best known and most widely used financing instruments,
in the short and long term, are harvest advances, advances from CAP, the line of credit, factoring,
confirming, personal loans and mortgage loans.

* It is highly recommended to seek professional support in the field of financing: its basic conditions
(interest rate, duration, mortgages), as well as its meaning for the business (role of the investor / bank,
rights of the investor / bank, etc.) as described in the table of financing tools.
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3.2. Willingness of farmers to use off-farm
financing

*  The willingness of farmers to use off-farm financing depends on the profile. For example, young
entrepreneurs, due to lack of equity, often access financing and adopt forms of management that
seek efficiency. Those farmers whose only source of income is agriculture have access to funding to
grow their farms and evolve. Cooperatives and large agricultural companies are very intensive in the
use of financing tools to cover their cash flow needs and to improve their facilities.

e Traditional farmers only invest if they can utilise their own funds or public funds (up to 80% and with
amortization of the short-term financing). In many cases, due to the advanced age of farmers, the
small size of farms, their low financial culture, their risk aversion and mistrust in the financial sector,
we find a low willingness to use external financing if it is not absolutely necessary. However, the farmer
has access to financing but through the traditional channels.

* In the case of new or alternative forms of financing, whatever the profile of the farmer, they must be
more careful because there may be no public or bank entity that guarantees the operation. And in any
case, conditions for payback or for participation of the investor will be there and they will have to be
fulfilled.
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3.3. Quantitative Results: Il Knowledge and
financial needs

Farmers have good knowledge of
the available financing
instruments and their
characteristics
5,0
Farmers make decisions based on
4,0 financing aspects

Farmers have good
predisposition to use innovative
forms of financing

Farmers know who can advise
them in terms of financing

Farmers consider subsidies to be
the preferred form of financing

Farmers consider it easy to
access third-party financing

There are new holdings and Farmers have good
forms of financing related to predisposition to use traditional
agriculture forms of financing

Farmers believe that financing
options are well adapted to their
needs

TOTAL ~ ==SPAIN  e==|TALY  «===SWEDEN e=CZECHR. «=GERMANY «=BELGIUM

In general, knowledge of financial instruments is quite low in the agricultural sector (2.27/5),
with GER recognizing this most clearly. Perhaps this is because it is one of the countries
most accustomed to using third-party financing, and therefore knows best the difficulty of
financial supply.

BEL, CZR and SWE indicated that farmers make decisions based on financial criteria, while
the rest of the countries believe that other criteria are more important for the decision-
making processes (3.03/5).

With the exception of GER, all countries have a rough idea (3.07/5) of where to access for
financial advice, with BEL, SWE and CZR again being the best positioned in this regard.
There is some disparity with respect to subsidies as the preferred form of financing. While
ITA and CZR have a high preference for subsidies, SWE and GER disagree. One explanation
may be that SWE and GER have greater purchasing power, so the amount of subsidies are
not sufficient to cover the volume of investments required.

Farmers still prefer traditional forms of financing (4.23/5), especially in GER and SWE with
ratings of 5/5, followed closely by BEL-CZR-ITA with 4/5, and finally with ESP 3.5/5 because
they prefer cooperative forms of financing. Despite this, the financial products are not
perceived as correctly adapted (2.7/5) to the needs of the agricultural sector. And new and
more innovative forms of financing have not clearly reached many farmers (3.07/5), only
BEL, GER and SPA show a greater preference for them (>3/5).
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* In general, access to finance does not seem to be easy (2.4/5), even in countries more
accustomed to financing with external funds such as GER (3/5). The new forms of financing
have not fully reached farmers, which is the reason they may not be predisposed to accept
them (2.87/5), only GER shows a positive attitude (5/5).

Financial aspects do not seem to be the main criteria for decision making, so there
is not much knowledge of concepts and products, nor of those who can help
farmers with this. Some countries prefer subsidies as their primary financial tool.

For the countries who cannot rely on subsidies, exploring alternative tools such as
the well-known traditional forms of financing, or the new innovative forms, may
provide new opportunities for farmers.

Il Knowledge and financial needs (bar chart)

Farmers have good predisposition to use
innovative forms of financing

Farmers consider it easy to access third-
party financing

There are new holdings and forms of
financing related to agriculture

Farmers believe that financing options
are well adapted to their needs

Farmers have good predisposition to use
traditional forms of financing

Farmers consider subsidies to be the
preferred form of financing

Farmers know who can advise them in
terms of financing

Farmers make decisions based on
financing aspects

Farmers have good knowledge of the
available financing instruments and their

2,00

characteristics 2,33
2,57

0,50 1,00 1,50 2,00 2,50 3,00 3,50 4,00 4,50 5,00

= TOTAL mBELGIUM m GERMANY m CZECHR. m SWEDEN m [TALY m SPAIN
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4. FINANCIAL TRAINING FOR
FARMERS

4.1. Financial content in regulated agricultural
training

Workers in the agricultural sector in general do not have formal professional training, this does not limit
their production but their capacity to adapt to the challenges of the future. That is why training in this
sector is vital today.

Nowadays, professionals are accredited with degrees in Agronomy or Agricultural Vocational Training. It is
also possible to manage a farm with courses for access to start-up grants for young farmers. But it is also
important to acquire other knowledge, competences, and skills.

4.2. Competences, knowledge, and skills
necessary for financial management

FINANCIAL MANAGEMENT KNOWLEDGE

Creation of micro-companies

Accounting

Financial concepts

Financial products

Payment methods

Means of financing

25



GENERATION OF BUSINESS MODELS- BUSINESS MANAGEMENT

What is entrepreneurship?

Customer services and sales From the idea to the project
. . Market studies on the subject
Generation of business (Analysis techniques
models (DAFO, GANTT, PERT)).
GENERATION OF
Legal structure, legal
9 for?ns BUSINESS MODELS Knowledge Management
- BUSINESS MANAGEMENT
C.;ettin.g funds and Commercial strategy
financing systems and marketing plan
Comprehension of financial Human resources strategy
elements

Corporate communication
in digital environments

INNOVATION MANAGEMENT

Management and methodologies for creating ideas

From the idea to the action plan

How to innovate successfully

“Mental models” that invite to innovate

Design and management of prototypes

Patents and trademarks register

How to manage innovation in a company

Systems and innovation technology: Business Intelligence

Innovate to diversify

Internationalization

Information technologies and digital skills

Funding ways
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SKILLS AND COMPETENCIES

Leadership and team management

Communication skills

Techniques of team learning

Development of creative potential

Management skills

How to sell

Planning tools

The brand of a product

Negotiation

Conflict resolution

Management / Business strategies and growth in rural companies
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4.3. Quantitative Results: lll Farm financing
training in your country

There is sufficient financial training
in agricultural training programs
4,5
4,0 The financial training is aimed
primarily at the acquisition of
subsidies

Training helps to generate and use
indicators and ratios for financial
management

Training helps to evaluate
investments

Training helps to use financial
management tools

Training helps to plan and manage
the cash-flow

Training helps to generate coverag fraining helps to raise a business
that ensures returns plan and communicate it

TOTAL ==SPAIN  ==|TALY «==SWEDEN e=CZECHR. «==GERMANY e=BELGIUM

* Financial training in agricultural training programmes seems to be insufficient (2.07/5).
This is the worst rating in the entire survey. With the exception of CZR (3.5), the rest of the
countries show a significant deficit in this area.

» Overall, existing finance training programmes are usually aimed to (3.6/5) help farmers
obtaining subsidies (Young Farmers, Modernisation, etc).

¢ In addition to helping farmers obtain subsidies, trainings help to improve the evaluation
of investments (3.7/5), create and communicate business plans (3.57/5), manage cash flow
(3.43/5), create coverage to ensure returns (3.40/5), handle financial management tools
(3.33/5) and create ratios for management (3.20/5).

For all these reasons, it seems appropriate to improve formal training, agricultural
vocational training, agricultural university education or training for adults in the
field of work. This will improve skills and abilities in financialmanagement of farms,
improving knowledge of financial concepts and products, and bringing together
alternative forms of financing to facilitate access to them for all European farmers.
Achieving all these objectives being the ultimate goal of this project.
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lll Farm financing training in your country

(bar chart)

Training helps to generate and use indicators
and ratios for financial management

Training helps to use financial management
tools

Training helps to generate coverage that
ensures returns

Training helps to raise a business plan and
communicate it

Training helps to plan and manage the cash-
flow

Training helps to evaluate investments

The financial training is aimed primarily at
the acquisition of subsidies

There is sufficient financial training in
agricultural training programs
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2,00
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5. SWOT ANALYSIS

* Marketing, publicity.

e Access to financing.

¢ Responsible handling of capital.

Appropriateness of the alternative financing models for
the business concept / publicity &marketing.

* Ensuring existence of the farm.

¢ Independence from banks.

STRENGTHS

« Appropriateness of the alternative financing models for
the business concept / publicity & marketing.

« Alternative financing often only one component in the
financing.

» Costs for public relations work.

* Administrative effort.

» Duration for authorisations.

GERMANY

Marketing, publicity, customer loyalty, relation to
costumers.

Participation of citizens/consumers.

Networking with other regional actors.

Strategic financing mix, independence from a (house)
bank.

THREATS [ OPPORTUNITIES w

» Lack of equity can limit access to traditional financing.
» Possible bad interest of lender/ investor (taking over,
etc.).

» Lack of sales experience.

» Expectations of returns.

» Loss of reputation with friends.

» Capitalization (land value).
Real estate capital (as a guarantee).
Demand of products enough stable.

« Uncertainty, long time to get a loan.

» Low profitability, ROl long times.

« Scarce financial culture.

» Scarce specialization of the banks (credit
despecialization).

» Most of the farms have no profit and loss account.

ITALY

» Dedicated funds for agriculture.

* Farm innovation.

+ Growing interest for the most innovative sectors in
agriculture.

¢+ (investment funds).

» Land capital as refuge assets.

el

OPPORTUNITIES

» Markets uncertainties.

* Bureaucracy.

» Climate change.

» Uncertainty of production.

» Parasites (health emergencies).

» Long supply chain with increase of retailers (brokers).

THREATS
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Good collateral.
Reliable customers.
Low debt.

Bad profits, poor profitability.

Sometimes high indebtedness.

Risky business changing prices and extreme weather.
Management that could be better.

Poor strategic planning.

Poor knowledge of agriculture and forestry among the
creditors.

Centralized banking system with long distance
between farmer and bank branch.

GCreat opportunities in all areas.

High repayment requirements in a business that has
weak cash flow.
Small sector that is unattractive to large banks.

Long term relationships of farms (agricultural
companies) and bank sector.
Low indebtedness of small family farms.

Uneven cash flow of farms (enterprises) during the
year.

Volatility of production sales prices.

Growth of prices of inputs.

Factoring.
Crowdfunding.

Global price food competition.

Reduction of farm incomes.

Reduction of subsidies in the new CAP.

Expensive technologies in agriculture 4.0.

Natural effects (decreasing ability to pay obligations).
Bad claims.
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e Growing profile of professional farmers.

e Debt Ratio higher than contribution to GDP.
e Low level of late payment.

 Existence of asset as guarantees.

* Banks knowledge about farming.

Existence of multiple financial products.
Existence tools for risk management.

+ Small farms-no profit-no competitive.

» Not professional orientation to results.

» Prices are below production costs.

» No diversification and generational relay.

+ Knowledge financial & marketing concepts.
« Strong financing needs.

» CAP subsidies dependency.

» Tax structures limiting access to finance.

» Banks Perception.

» Bureaucracy and control.

+ Changing cost structures.

+ Technical and management training.

« Agricultural revolution (precision farming).
+ Multi-functionality and differentiation.

» Increase use of risk management tools.

« Development of new forms of financing.

» Effects of climate change and markets.

» Excessive agricultural conservatism.

» Long cycles (droughts, prices, etc).

» Evaluation criteria for funding.

» Self-limitation of financing capacity.

» New funding could limit decision-making.
* New funding are not regulated.

e Land value increment generates financial buffer for
farmers.

e Farmers are extremely crisis-resistant.

e Land property rose throughout generations.

» Inadequate land access.

» Too Low profitability.

» Lenders ask enough ownership of land as a
prerequisite for loans.

» High productivity and cost structures make Belgium
farms vulnerable in volatile markets.

» Farmers are emotionally tied to business operations.

» Short-term business operations versus long-term
investments.

* Young farmers’ awareness of financial matters is rising.
Increasing demand (on a global level).
Financial institutions willing to loan money.

» Uncertain in governmental policy, when investments
have a pay-back time of several years.

» Dependence on third parties, weak position in the
chain (price taker).

« Lack/difficult access to objective advice.

» Declining consumer acceptance, increasing consumer
expectations.
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Hof Und Leben (Hul), Germany
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‘ r 4
(4
- - ()
~N/Agricoltura & Yita

FORMAZIONE RICERCA INNOVAZIONE

associazione promossa da Cla-Agricoltori Italiani

Agricoltura E' Vita (AéV), Italy
www.agricolturavita.it

Social media

Project webpage

On Projects Advising (OnP), Spain
www.onprojects.es

Asociace
soukromého
zemédélstvi CR

The Association of Private Farming of
Czech Republic (APF CR),
Czech Republic

WWW.asz.CZ

Kursverksamheten vid Lunds universitet

% Folkuniversitetet

Folkuniversitetet (FU), Sweden
www.folkuniversitetet.se

Union de agricultores y ganaderos
- jovenes agricultores de Jaén

(COAG-Jaén), Spain
Www.coagjaen.es

PROJECT

COORDINATOR

The European Council of Young Farmers

(CEJA), Belgium
www.ceja.eu



