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Motivation

• There is a wealth of literature on Gibrat’s Law in 
industry
– However research on the growth of farms is 

still limited 
– Less research on transition countries
– No cross-country comparison

• The aim of the paper is to investigate whether 
Gibrat’s Law holds for French, Hungarian and 
Slovenian



Empirical evidences

• Upton and Haworth (1987) - UK, 
• Bremmer et al (2002) - the Netherlands
• Kostov et al. (2005) - Northern Ireland

Reject Gibrat’s Law
• Weiss (1999)

Reject Gibrat’s Law, and found that ‘age, schooling and sex of the 
farm operator, size of farm family, and off-farm employment as 
well as initial farm size, significantly influence farm growth and 
survival

• Hennings and Katchova (2005) – U.S.
Financial management, cost cuts, resource management and 

income maximising strategies have positive influence upon farm 
capital growth rate

• Bakucs and Fertő
 

(2009a, 2009b) – Hungary
Reject Gibrat’s Law if all farms (corporate and family) are 

considered together, regardless of the size measure used



Measuring farm size

• Acreage farmed, livestock number, total capital 
value, gross sales, total gross margin and net 
income

• Output value measures
– are subject to inflation, and changes in relative prices

• The physical input measure
– since farms are characterised by a non-linear 

production technology, this changes in size involve 
changes in the mix and proportions of inputs used



Data
• FADN data
• Dairy and field crop farms
• 2001-2007: France, Hungary
• 2004-2006: Slovenia
• Size measures:

• Field crop farms: 
• utilised agricultural area, hectares
• labour: AWU

• Dairy farms
• livestock unit: total number of livestock heads
• labour: AWU



Model

εββ ++= −1,10, loglog titi SS

Where

Si,t is the size of farm i at time 

Si,t-1 is the size of farm i at the previous period

If β1 =1, growth rate and initial size are independently 
distributed

If β1 < 1 small farms tend to grow faster than large 
farms

If β1 >1 larger farms grow faster than smaller farms



Methodology
• Two-step Heckman selection model
• Quantile regressions
• Panel unit root tests

– Levin et al. (2002) method (common unit root 
process)

– Im et al. (2003) method (assuming individual 
unit root processes)

– ADF-Chi square
– PP-Chi square

















Conclusions

• Our results strongly reject the validity of 
the Gibrat’s Law for crop farms in 
France (with one exception) and 
Hungary 

• Smaller farms grow faster than larger 
ones

• Estimations confirm the validity of the 
Gibrat’s Law for French and Slovenian 
dairy farms 
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