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ABSTRACT

Estate planning is one of the important processes in managing a business, and farm owners
often avoid it since it deals with emotional and difficult issues. Additionally, studies have
highlighted that decision-making on future ownership of many businesses is still poorly
understood. This study investigated the extent of the availability of estate plans amongst
farmers in the Western Cape Province of South Africa. Interviews were conducted, and data
was collected from 42 farmers using structured questionnaires following a mixed-method
research design. Descriptive statistics such as mean, frequencies and percentages were
employed. The study revealed that the majority (66,67%) of the farmers do not have any
estate plan available. In comparison, 47,62% of the farmers were unfamiliar with the estate
planning process. In addition, the study also revealed that the businesses own assets with a
minimum value of R500 000 to a maximum value of over R2,5 million, showing differences
in the commodities across the Western Cape Province. It is recommended that farmers be
aware of their responsibilities regarding estate planning, and the Western Cape Department
of Agriculture should conduct workshops around the legal side of the business. For funding
purposes, the Western Cape Department of Agriculture needs to include conditions related
to estate plans in the application forms to prevent the closure of businesses after the

recipient's death.
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1. INTRODUCTION

In the Western Cape Province of South Africa, agricultural businesses are important due to
their contribution towards job creation and Gross Domestic Product (GDP). According to
the World Bank (2023) and Statista Research Department (2023), agriculture contributed
2,4% to the GDP of South Africa, while the sector employed over 860,000 people in 2022.
According to recent data, it is highlighted that the sector outperformed all the other sectors
between 2012 and 2021 by 44,9% (Western Cape Government, 2022). It was pointed out by
Ntshangase et al. (2016) that for sustainability in the agricultural sector to be ensured, future
generations have to continue playing a major role in farming. The sustainability of the sector,
therefore, relies on existing estate planning. Tauer and Grossman (2002) and Sambrook
(2005) define estate planning as the process of deciding how the assets should be distributed
to the right people once death comes, whilst it also considers the techniques used to build
the estate during life. An important point is made by Van der Merwe (2009), which states
that estate planning is a crucial part of succession planning; hence, these two processes

should not be divorced.

Recent statistics by Lowder et al. (2016) showed that there are more than 570 million farms
globally, mostly family-operated and small. Concerning world farm statistics,
approximately 12% of these farms operate on less than 2 hectares; furthermore, family
farms operate on 75% of the agricultural land worldwide. Approximately 13 million people
are employed by 267,959 businesses legally registered in South Africa (Small Business
Institute, 2018). About 19 years ago, 65% of businesses in South Africa were in the
agricultural sector, and 90% were family-owned businesses (Venter & Mass, 2005). In
contrast, nine years ago, family-owned businesses grew by 5% to 95% (Gouws, 2015). The
latter statistics show the importance of family businesses and why businesses must take
estate planning very seriously, especially in the farming sector. Therefore, the failure of
family-owned businesses could have a negative impact on these statistics. A study by
Modise (2011) in the Free State Province indicated that each family's estate and succession
plans are unique. This also demonstrated the importance of such planning in the long-term

sustainability of businesses.

Previous studies, such as the one conducted by Markowski-Lindsay et al. (2017), show that

there are several businesses with no plans regarding the future, while some have only wills
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and no form of planning for succession. It is further noted that business owners still poorly
understand estate planning and decision-making around future ownership. According to
Walsh (2011), about 70% of businesses will find it hard to transfer their operations to the
second generation. Further, about 90% of the businesses will not make it to the third
generation, even though most businesses would like to transfer their businesses to the

subsequent generations.

Edobor et al. (2021) highlighted inadequate transition planning by business owners as the
most important reason why most businesses struggle to transfer their businesses to the next
generation. Small-scale and medium-scale businesses are the backbone of many economies;
therefore, estate planning is vital because their failure will negatively affect the economy.
Therefore, given the low rate of success in transferring assets in the future to the next
generation, it is very important to understand considerations made by the owners at present
concerning estate and succession planning. As stated by Edobor et al. (2021), the lack of
these plans will affect the contribution that the agribusinesses make towards job creation,
export earning and providing food to rural markets. In recent years, the issues of farm
succession, retirement, and inheritance have gained significant importance. However,
family businesses and farm owners generally find farm succession challenging, putting these
discussions on hold for many years. It is highlighted that for farmers, especially males, the
issue of thinking about letting go of being the owner can be an issue to their identity. The
majority feel that their role in the family, business, and among their peers may be perceived
as inferior (Wheeler et al., 2020). The purpose of the study, therefore, is to understand the
accessibility/disposal of the estate plans and the rationale behind not having these plans for

those farmers who might not have considered their necessity.

2. MATERIALS AND METHODS

2.1. Description of the Study Area

The study was conducted in the Western Cape Province across the six district municipalities
with a total of 69 152 prevalence of agricultural households (Statistics South Africa, 2018).
The Western Cape is one of the Provinces in South Africa. It has an estimated population
which makes up 11,9% of the country's total population, with a life expectancy of 71,7 and

66,3 years for females and males, respectively.
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FIGURE 1: Map Depicting the District Municipalities of the Western Cape (Source:
Morokong et al., 2022).

The Western Cape borders the Eastern Cape and the Northern Cape Provinces. It has 25
municipalities, five districts and a metropolitan municipality. It is situated in the Southwest
part of South Africa (Morokong et al., 2023). The province of the Western Cape covers
approximately an area of 129 462 km? (Municipalities of South Africa, 2023). The province
of the Western Cape is different from the rest of the provinces in terms of climate because
the coastal areas have a Mediterranean climate. In contrast, the inland areas experience a
semi-desert climate (Morokong et al., 2023). According to the sector profile of the Western
Cape agricultural production, there is a total of just over 787 000 hectares that are planted
with crops, of which 85,69% of these hectares are based in three districts: the Western Coast,

Cape Winelands and the Overberg (Morokong et al., 2023).

2.2.  Sampling Procedure
A descriptive research design was adopted to conduct the research. In addition, a mixed

research (qualitative and quantitative) method was followed. A mixed method was followed,
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using qualitative information to get insight into the quantitative results. A total of 42
agribusinesses that are part of the Financial Record Keeping Programme of the Western
Cape Department of Agriculture were selected across six district municipalities of the
Western Cape. The Financial Record Keeping Programme (FRKP) assist agribusinesses in
the Western Cape with proper and accurate financial record-keeping systems in their
agribusinesses for sound decision-making. According to the database of the FRKP, 42
agribusinesses are participating in the programme: West Coast (11 agribusinesses), Cape
Metro (4 agribusinesses), Cape Winelands (10 agribusinesses), Garden Route (15
agribusinesses), Overberg and Central Karoo (2 agribusinesses). Questionnaires were used
as a data collection instrument to collect primary data. Due to the size of the population, all
the agribusinesses were interviewed. Therefore, a purposive sampling procedure was used

because only agribusinesses that were part of the FRKP were selected.

2.3. Data Analysis

Data that was collected through structured questionnaires was analysed using Statistical
Package for the Social Sciences (SPSS), moonstatistics and Microsoft Excel for better
visualisation and analysis. Descriptive statistics such as frequency distribution, percentages
and means were used to answer the research objectives. Lastly, bivariate correlation and chi-
square tabulation were used to determine if there exists a relationship between the size of

the agribusiness in terms of the value of assets and the decision to have estate plans in place.

3.  RESULTS AND DISCUSSION

3.1. Demographic Characteristics of Agribusinesses

The study results shown in Table 1 on the distribution of gender, marital status, age of the
agribusiness owner and educational level showed that just over 64% of the respondents were
males. In comparison, the majority (69%) of the business owners were married. In addition,
over 61% of the business owners interviewed were over 51. According to Lingani (2022),
the agricultural sector is dominated by males, except for subsistence farming, due to the
physical nature of farming. Olsson and Martiny (2018) suggest that this could be a result of
the gender role beliefs that influence career paths in fields such as agriculture. Other studies,
however, have shown an increasing trend of the involvement of females in agriculture,
especially due to their characteristics such as patience and meticulousness (Ramadani et al.,

2017; Sentuti et al., 2017). Previous studies on marital status, such as that of Siphesihle and
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Mdoda (2020), agreed with this study's results. In most rural areas, farm owners are married,
and this preference increases the likelihood of labourers available to work on the farm, i.e.,
the wife, husband and children, compared to a single farm owner. According to Muhammad
et al. (2019), marriage in rural areas is highly esteemed, with unmarried people known to be

irresponsible.

According to Zagata and Sutherland (2015), the total number of older farm owners in rural
areas of Europe is relatively very high, and this trend is similar to the findings of this study;
i.e. the majority of farms in the Western Cape are managed by farmers who are over the age
of 50 years. Additionally, Wheeler et al. (2020) pointed out that farmers tend to retire late

or not.

Education has several benefits, and the most important benefit is its important role with
respect to the growth and development of sectors, including agriculture (Ashraf & Qasim,
2019). As shown in Table 1, 50% of the respondents had attained a qualification below the
matric certificate. The remainder (50%) had either a matric, National Certificate or a tertiary
qualification. However, a study by Magasi (2016) had contrasting results as the respondents
in a study conducted in Tanzania on transition planning showed that 67% of respondents

had tertiary qualifications.

TABLE 1: Demographic Features of the Agribusinesses

Frequency Percentage
Gender
Male 27 64,29%
Female 15 35,71%
Total 42 100,00%
Marital Status
Married 29 69,05%
Single 9 21,43%
Widowed 4 9,52%
Total 42 100,00%
Age of the business owner
31-35 years 1 2,38%
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36-40 years 3 7,14%
41-50 years 12 28,57%
51-60 years 20 47,62%
61 or older 6 14,29%
Total 42 100,00%
Educational level/qualification
Grade R-8 9 21,43%
Grade 9-12 12 28.57%
Matric certificate 10 23,81%
National certificate (Vocational) 5 11,90%
Tertiary qualification 6 14,29%
Total 42

3.2. The Existence of Estate Plans in Agribusinesses

Figure 1 shows the existence/availability of estate plans amongst FRKP agribusinesses in
the Western Cape Province. Estate planning ensures that assets are inherited by the
designated heirs and not through a verbal agreement. The study's findings show that 67% of
the respondents highlighted that they do not have any form of plans regarding inheritance
or succession plans, whereas 33% reported that there is an existing estate plan in place.
Previous studies concerning issues relating to estate planning had similar results. A study
by Earls and Hall (2018) and Lee et al. (2003) reported that only 21% of the agribusinesses
interviewed had estate plans in place, while these studies also reported that no gender

differences were noted for heirs.

33%

67%

Yes No

FIGURE 2: The Existence of Estate Planning in Agribusinesses
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3.3. Retirement Plans and Awareness of Estate Planning by Agribusiness Owners

Table 2 shows agribusinesses' retirement plans and agribusiness owners' awareness
regarding estate planning. It is noted by Wheeler et al. (2020) that retirement means
something different to farmers compared to business owners in other sectors, and there may
be different reasons why farmers opt not to retire or decide to retire at a certain age. It is
further explained that most farmers view retirement as a concept for urban people because

farmers view farming as a lifestyle rather than a business.

TABLE 2: The Existence of Retirement Plans and Knowledge of Estate Planning

Frequency | Percentage

Retirement plans

Yes 14 33,33%
No 28 66,66%
Total 42 100,00%
Knowledge of estate planning

Yes 22 52,38%
No 20 47,62%
Total 42 100,00%

The study's findings, as demonstrated by Table 2 show that 67% of the respondents reported
that they do not plan to retire from farming, while 33% reported that they would like to retire
at an age of 62 years. The results of the study agreed with the study conducted in the United
Kingdom by Wheeler et al. (2020), which showed that 19% of the farmers planned to retire
at some point. In contrast, Earls and Hall (2018) had the opposite findings regarding
retirement plans for farmers. The reasons provided by the FRKP farmers regarding
retirement age included health issues because they believe that farming needs a person who
is physically fit and healthy; thus, those over 60 years may not be in good condition to look
after the farm. Some reported that they would have achieved their goals at 62 years.
Concerning the awareness or knowledge of the estate planning process by agribusiness
owners, the study showed that about 52% of the respondents reported that they had

knowledge or were aware of the process of estate planning. In comparison, 48% mentioned
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that they had never heard of it. A study by Bell and O'Mary (1986) had similar results about

farmers' awareness of the estate planning process in Alabama, USA.

3.4. The Relationship Between the Size of the Business and the Existence of Estate
Plans
The correlation between the size of the business (asset base) and the availability of estate
plans is shown in Table 3. According to Ashok et al. (2004), the business's assets influence
the business owner’s decision on estate planning. This is the case because, in most instances,
dairy or piggery businesses normally have more valuable assets than businesses that produce
vegetables. In this study, a chi-square test was used to measure the degree of association
between asset value and the existence of estate plans. According to Zafar and Akhtar (2020),
a p-value lower than 0.005 in the chi-square calculation is considered significant, while a
value of more than 0.005 is considered insignificant. According to the results of the y?
analysis, the correlation between the two variables is not statistically significant (y*= 2.46;
df= 5; p= 0.782). The study's results disagree with studies by Ashok et al. (2004) and
Wheeler et al. (2020), which noted an association between the likelihood of having an
estate/succession plan and the size of a business. The difference in results could be that
Ashok et al. (2004) focused on enterprises such as grains, dairy and piggery. In contrast, this
study included all the different types of enterprises, i.e. aquaculture, vegetables, fruit, grains,

beekeeping, small stock and large stock, and agriprocessing.

TABLE 3: Chi-Square Results for Asset Value and Availability of Plans

Asset value (R'000)
Availability | Less than | R100- R200- R500- R1000- Over
of plans R100 R200 R500 R1000 R2500 R2500 Total
Yes 0 (0%) 1(7,1%) | 2(14,3%) | 6(42,9%) | 2(14,3%) | 3 (21,4%) 14
No 1(3,6%) | 1(3,6%) | 6(21,4%) | 7(25,0%) | 7(25,0%) | 6(21,4%) 28
Total 1(2,4%) | 2(4,8%) | 8(19,0%) | 13(31,0%) | 9(21,4%) | 9 (21,4%) 42

Chi-square (y*) =2,46,df=5, p=0,7823.
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4. CONCLUSION

Given the large number of family farms, passing over the farm business to the next
generation and keeping it in the family is a very important characteristic in the agricultural
sector. Farmers, however, find it very difficult to conclude concerning estate planning
because these issues are emotional. It has been highlighted that the issue of passing over the
farm to the heirs (younger generation) should not only be viewed as an exercise of arranging
legal and financial affairs but also the passing of knowledge to potential successors. The
study showed that farmers do not plan to retire from farming, while those few who plan to
retire perceive 62 as a suitable age for retirement. In addition, the majority of the farmers do
not have any estate plans in place, although the majority of the farmers are aware of estate
planning and its processes. The correlation, as analysed by the chi-square test, showed no
association between the availability of estate plans and the value of the assets owned by the
agribusinesses. It is recommended that farmers normalise the process of estate planning.
Farmers who plan not to retire should consider partial retirement, which might influence
their decision to have plans in place in case of death. Further research should be conducted
to investigate the impact of the non-existence of estate plans on the future operations of

agribusinesses.
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