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Abstract: The study has been elaborated on the basis of a continuous analysis of economic results of a selected sample of
agricultural enterprises operating in different climatic and productional conditions. Long-term tendencies and their influ-
encing factors are defined on the basis of this analysis. The goal of this study is to evaluate the influence of external conditi-
ons on the economy of agricultural enterprises and on their economic results and to analyze the influence of the accession
of the Czech Republic to the EU on the change of economic conditions of agricultural enterprises. On the basis of this
study, the authors measures which would intensify the influence of agricultural enterprising on the rural development and

which would improve the quality of life of rural inhabitants.
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Abstrakt: Prispévek byl vypracovan na zdkladé nékolikaleté pravidelné analyzy ekonomickych vysledka vybérového
souboru zemédélskych podnikit hospodaricich v riznych vyrobné-klimatickych podminkach. Na zdkladé této analyzy
jsou definovany dlouhodobé tendence hospodarskych vysledka a faktory je ovlivijici. Cilem je zhodnotit vliv vnéjsich
podminek hospodaieni v zemédélskych podnicich na vysledky hospodateni a analyzovat vliv vstupu CR do EU na zménu
ekonomickych podminek zemédélskych podniki, na zdkladé analyzy navrhovat opatfeni, ktera posili vliv zemédélského

podnikani na rozvoj venkova a kvalitu Zivota venkovského obyvatelstva.
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podniku

The accession of the Czech Republic to the EU
in 2004 was of principal importance for the Czech
business environment. The enlargement of common
market has positively influenced economic growth
of the given region. It is, however, necessary to con-
sider other important factors, such as control system
efficiency and the manifestation of market capacity
(Bec¢varova 2002). Other important factors affecting
the level of business environment are: the stability
of the business environment based on clear legal
system, an effective solution to problems and effec-
tive administration. The non-standard land market
is very specific for the Czech Republic, where apprx.
90% of agricultural production is managed on rented
land (Ministry of Agriculture 2004).

The disparity of inputs and outputs prices, a
relatively low equivalent of production subsidies

compared with the countries of the EU 15 and the
inconvenient equivalent of consumption subsidies
are factors which have been continuously negatively
influencing the development of agriculture (Doucha
et al. 2002, Rosochateck4 2002). The active reaction
on demand, including structural changes is consi-
dered necessary for competitiveness of enterprises
(Becévarova 2005).

MATERIAL AND METHODOLOGY

The economic results of the selected sample of ag-
ricultural enterprises have been evaluated since 1996
according to a file of economic factors, regarding their
production and climatic conditions, produce orien-
tation and the concept of management. The actual
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development in a longer time period is evaluated by
economic-statistic methods (Stfele¢ek 1991).

The selected sample includes such agricultural en-
terprises that conduct their bookkeeping. The sample
of enterprises is divided into two groups: enterprises
in production areas (up to 450 m above sea level) and
enterprises in marginal areas (above 450 m above sea
level). Besides this division, the economic indicators
of the enterprises in marginal areas are adjusted to
the concrete elevation above sea level. In the sample
divided according to these criteria, various economic
indicators are observed, namely economic result
before taxation. It points to other indicators as e.g.
the required revenue rate, the structure of economic
result and the influence of subsidies on economic
result. Other monitored indicators are: the structure
of revenues, labor productivity, fund efficiency and
intensity of agricultural production.

All these indicators are compared both in time
(regarding the development of the last years) and in
space (production and marginal areas relatively).

150 agricultural enterprises in average were moni-
tored in between 1995-2003. For 2004, we propose
results of 141 enterprises of which 62 are active in
production areas and 79 in marginal areas.

RESULTS AND DISCUSSION
Economic result structure before taxation

The economic result per accounting period is a
complex indicator of management of every enterprise.

The economic result was monitored before taxation
and without remuneration to co-partners in order

to maintain the comparability of the individual data
(Table 1). In this form, the economic result indicates
both efficiency and economy of the operation pro-
cess. Besides costs, the economic result is signifi-
cantly influenced by conditions of commercialization
(Strelecek et al. 2002).

The economic result fluctuates considerably in the
course of the period of observation. In the produc-
tion areas, the economic result was loss-making in
five years out of ten. After two significantly loosing
years there was, in 2004, achieved the most impor-
tant economic result for the period of observation,
in average 6 millions of Czech Crowns (CZK) per
enterprise. The increase of economic result in 2004
was 170% compared with 2000, which was the se-
cond most successful year during the whole period
of monitoring.

In the marginal areas, there were four loosing and
five profitable years during the period of monitoring.
The presumption that economics of these areas has
begun to stabilize since 1998 was shattered in 2002
by a loss of almost one million CZK per enterprise.
This unfavorable course was even intensified in 2003
and the loss in marginal areas reached 1.68 millions
CZK per average enterprise. 2003 was the worst year
during the monitored period. Equally as in the pro-
duction areas, the economic result of 2004 was the
most important one for the whole monitored period
and the increase compared with 2000 is by 84%.

It is possible to divide the economic result before
taxation into three items, which are in additive rela-
tion. They are operational economic result, economic
result from financial operations and extraordinary
economic result. Operational economic result is the
most variable item of the economic result. In 2003

Table 1. Economic result structure before taxation in an average agricultural enterprise

Economic result (thousands CZK) 1996 1997 1998 1999 2000 2001 2002 2003 2004
Production areas

Operational economic result 492 -302 1450 -24 3600 2809 -733 -267 6972
Economic result from financial operations -1148 -1845 -1732 -1876 -1861 -1225 -718 -1157 -1266

Extraordinary economic result 444 940 400 1124 491 519 401 266 303
Economic result before taxation -212 -1 207 118 -774 2232 2106 -1050 -1157 6021
Marginal areas

Operational economic result -817 -166 1343 348 1652 594 -913 -1208 3611
Economic result from financial operations  -712 -1066 -822 -656 -532 -505 -551 -526 —562
Extraordinary economic result 552 658 601 334 634 575 573 55 180
Economic result before taxation -977 =574 1122 26 1755 666 —-891 -1679 3230

Source:Monitoring of agricultural enterprises in 1996-2004
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in production areas the loss of operational economic
result was 267 000 CZK per enterprise. On the contrary
in 2004, there was the best operational economic result
which reached to 6.9 millions CZK per enterprise.

In marginal areas, there is evident a positive ten-
dency of the growth of the profit amount in differ-
ent years. The tendency was interrupted in 2001,
when the average enterprise profit decreased to only
594 thousand CZK, followed by loss years 2002 and
2003. The operation economic result increased again
in 2004 to 3.6 millions CZK.

The negative economic result from financial o-pera-
tions is both in marginal and production areas the
limitative factor influencing the total development
of enterprises. In production areas, this loss is by
9% higher in 2004 than in the previous year and in
marginal areas, the loss is higher by 7% compared
with the previous year.

The efficiency of management represents an im-
portant point in evaluation of economic results. This
is done by the analysis of distribution of enterprises
according to economic result. If the distribution is
flat, then there are considerable reserves in enterprise
management. On the other hand, peaks with low
variability mean that quantitave reserves in man-
agement are depleted and a change can be brought
about only by the influence of different qualitative
conditions (Figure 1).

If the division of enterprises is compared according
to the rate of economic result, it is evident that there
was an increase since 2000 to 2003 of the number
of enterprises with a loss of economic result. For
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example in 2000, there was 14.3% of the monitored
enterprises loss making, in 2001 26.02%, in 2002 even
54.26% and in 2003 57.7% of enterprises operated
with a loss. Extraordinarily favorable climatic and
economic conditions in 2004 caused a decrease of
loss-making enterprises to 6%, which is less than in
the relatively favorable 2000.

In 2000, there were 10.5% of enterprises making a
profit higher than 5 millions CZK, in 2001 11%, in 2002
only 4.7%, in 2003 only 3.4% of enterprises made a
higher profit than 5 million CZK. In 2004, the number
of enterprises with economic result over 5 millions
increased to 33.3%. The general shift of enterprises
either to worse or to better (2004) economic result
indicates the growing influence of external factors,
especially prices, climatic conditions and the total
number of subsidies.

Regarding the low volume of non-agricultural pro-
duction, it is useful to show the economic result before
taxation per 1 ha of agricultural land (Table 2). This
indicator monitors the same development tendencies as
the average economic result. In production areas, there
was reached the highest profit per ha of agricultural
land 2 806 CZK/ha in 2004, which was an increase
of 134% compared to the so far most successful year
2000. In 1997 and 2003, there was the lowest economic
result, loss 600 CZK/ha and 540 CZK/ha.

In the marginal areas, the development was the
same. In 2004, the highest profit per 1 ha 2 194 CZK
was reached, which is more than a double profit com-
pared with 2000. The profit increased by 112%. The
greatest loss was in 2003, only 1 080 CZK/ha.
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Figure 1. Division of enterprises according to the rate of economic result before taxation
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Table 2. The rate of profit and economic result before taxation

1996 1997

1998 1999 2000 2001 2002 2003 2004

Production areas

Total assets (thousands CZK)

86 420 100 340 101 690 111 690 103 370 109 650 113 298 122 577 135 105

Agricultural land area (ha) 1626 2004 1641 1937 1873 189 1975 2149 2146
Profit rate (%) -0.25 -1.20 0.12 -0.69 2.16 1.92 -0.93 -0.94 4.46
zr}lo()f:s; 23 ‘éfza‘%icultural land -0.13 -0.60 007 -040 119 111 -0.53 -054 281
Requisite profit* by 4% revenue rate 3457 4014 4068 4468 4135 4386 4532 4903 5404
Requisite profit* by 6% revenue rate 5185 6020 6101 6701 6202 6579 6798 7355 8106
Marginal areas

Total assets (thousands CZK) 81620 88380 85524 81650 80806 82347
Agricultural land area (ha) 1540 1750 1881 1425 1697 1718 1555 1549 1472
Profit rate (%) 0.03 1.99 0.78 -1.09 -2.08 3.92
ir}f’(fl‘;; 23 ‘(’:fza‘%icultural land -0.63 -033 060 002 103 039 -057 -1.08 2.19
Requisite profit* by 4% revenue rate 3265 3535 3421 3266 3232 329
Requisite profit* by 6% revenue rate 4897 5303 5131 4899 4848 4941

Source: Monitoring of agricultural enterprises in 1996—2004

*The term profit stands here for economic result before taxation

It is customary to measure the adequacy of eco-
nomic result according to the proportional indicator
of the profit rate, i.e. the proportion of economic
result to total assets. From the point of view of the
development of the enterprise, only positive values
are important. The negative revenue rate is always
unsatisfactory.

In production areas, the positive profit rate was
reached in four years, in 1998 (0.12%), 2000 (2.16%),
2001 (1.92%) and in 2004 (4.46%). In marginal areas,
the highest profit rate was reached in 2004 as well
(3.92%). For the first time during the monitored pe-
riod, an average agricultural enterprise has reached
in 2004 an acceptable profit rate. Although the eco-
nomic result of an average agricultural enterprise in
2004 was by far the best one for the last nine years,
the 4% profit rate is a standard result and therefore
in the previous years the profit rate was absolutely
unsatisfactory.

Structure of revenues of an average agricultural
enterprise

In production areas, the rate of plant production
revenues was gradually decreasing since 2000 till 2004,
when a growth by 4.1 percentual points was recorded.
On the contrary, the animal production revenues were
slowly increasing till 2004 when a 1.9 percentual points
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decrease was recorded. The rate of non-agricultural
activity revenues was ranging since 2000 at 14% out of
the total enterprise revenues; only in 2003 and 2004
a slight decrease was recorded (Table 3).

In marginal areas, the rate of plant production
revenues shows the same tendencies as in production
areas, after the decreasing tendency of the previous
years, there was an increase of 3.5 percentual points
in 2004. Animal production is essential for marginal
areas. The animal production rate was permanently
increasing since 1995 till 2004, when it decreased
by 1.9 percentual points. While in 1994 the animal
production rate represented 48% of the enterprise re-
venues, in 2003 it reached almost 62% of the enterprise
revenues. The increasing rate of animal production
was related to the increase of non-agricultural activity
revenues. Especially in 1996 the rate non-agricultural
activity decreased to 17.41%, although in 1995 the
revenues of non-agricultural activity represented
almost one third of the enterprise revenues (27.03%).
The non-agricultural revenues show a permanent
decrease; in 2004 they cover only 12% of total en-
terprise revenues. The agricultural enterprises tend
to orientate their production specialization towards
agricultural production and to reduce their produc-
tion diversification. This tendency is against the EU
goal to enforce the value added especially in the
processing area.
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Table 3. Revenue structure of an average agricultural enterprise

Elevation above 1999 2000 2001 2002 2003 2004 1999 2000 2001 2002 2003 2004
sea level (m) Number of enterprises Plant production revenues (%)
To 450 34 34 58 51 68 62 31 41 38 37 35.80 39.86
450-500 16 17 21 20 22 21 29 34 28 26 22.37  25.27
500-550 20 19 26 23 19 20 31 28 30 27 26.27 3341
550-600 18 16 19 17 18 17 29 32 32 28 21.16  30.73
600-650 7 9 18 14 16 17 25 26 26 26 27.73  25.76
Over 650 2 3 4 4 6 4 11 14 12 12 28.65 13
Over 450 63 64 88 78 81 79 28 30 28 26 24.52 27.99
Animal production revenues (%) Non-agricultural revenues (%)
To 450 53 45 48 50 49.80 47.9 16 14 14 14 13.54 12.25
450-500 57 57 54 59 63.00 58.44 14 11 18 15 14.47 16.29
500-550 58 58 59 62 59.73  55.67 11 14 11 12 14.18 10.92
550-600 56 55 58 59 69.33 60.69 15 13 10 13 10.07 8.59
600-650 54 60 57 57 57.69  63.94 21 14 16 17 1555 10.31
Over 650 79 80 80 78 53.63 70.93 10 10 8 10 17.72  16.08
Over 450 57 58 58 60 61.92  60.04 15 13 13 14 13.85 11.97

Source: Monitoring of agricultural enterprises in 1996-2004

Evaluation of indicators of production process
efficiency

The efficiency indicators compare the revenue rates
with three main factors, i.e. land, labor and capital.
The relation between revenues and agricultural land
is characterized by production intensity, the rela-
tion between revenues and the average number of
workers is characterized by labor efficiency and the
relation between yields and assets is characterized
by activity indicators.

In the case of profitable production in the initial
period, the increase of revenue volume results in
profit from production increase. The growth in labor
efficiency causes a relative labor saving and lesser ex-
penses on wages. The fund efficiency increase results
in relative savings of the enterprise property, related
with the relative depreciation saving and reduction of
further costs. A faster turnover of short-term assets
results in decrease of storage and material manipu-
lation costs. Relative savings concerning assets and
farmland are connected with higher appreciation. On
the other hand, lowering of the volume of revenues
under the otherwise stable conditions results in the
relative excess of basic production factors and thus
to the associated additional costs. The reduction of
revenues volume causes the reduction of profit from
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production extent. The lower revenues volume is
related to cost remanence which results in higher
cost rate of the production.

The revenue volume of an average agricultural
enterprise in production areas shows an increasing
tendency in 1995-2004, with certain stabilization in
1999-2002 (Table 4). The growing revenue volume is
followed by the growing turnover rate of total assets,
with a slight decrease in 2002 and 2003. In 2004 in
the production area enterprises, the turnover rate
equaled 0.763 and it increased compared with 2003
to 104%.

In marginal regions, the revenue volume growth is
much slower compared with 1995 and in 2002 and
2003 a decrease was recorded. In 2003, the revenues
volume grew by 13% compared with the previous year.
The turnover rate is lower compared with the produc-
tion areas, which results in a longer turnover rate by
96 days. The lower revenues volume and the turnover
rate are second important factor of a worse economic
situation of enterprises in marginal areas.

The enterprises in production areas have displayed
a slight increase in the number of workers in the last
three years (Table 5). In 2004, an enterprise employed
in average 107 workers, which is a slight decrease
compared with the previous year. Yet compared with
1995, the number of workers increased by 17. The
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growth in number of workers since 1995 is related with
growing labor productivity, except in 2002 and 2003. In
2004, the labor productivity reached 959.14 thousand
CZK/worker and it increased compared with 1995
by 146% and 2003 by 115%. The labor productivity
growth in production areas in 2004 represents for an
average enterprise saving of 16.8 workers.

In marginal areas, an average agricultural enter-
prise shows a decreasing tendency in the number of
workers. In 2004, the number of workers dropped
from 67 to 60 and compared with 1999 the number
of workers decreased by 18. Also in marginal areas
the labor productivity decreased in 2002 compared
with the previous year to 96.1% and in 2003 to 94.6%.
In 2004 the labor productivity recurs a new growth,
910.3 thousand CZK/worker, which is a 125% increase

compared with 2003. Thanks to labor productivity,
the enterprises in marginal areas showed saving of
15.9 workers.

The causes of labor productivity are different in the
particular areas. In production areas, we can speak
of a faster revenue volume growth with a slower re-
duction in the number of workers, while in marginal
areas the labor productivity is caused by reduction
of number of workers with a slower revenue volume
growth. This fact is confirmed by comparison of the
land area per worker. In production areas in 2004
the average land area per worker was 20ha, while in
marginal areas 24.5ha. The given relation has a general
character, since with growing elevation above sea level
the number of workers in the enterprise decreases
and the rate of land area per worker increases.

Table 4. Activity indicators of an average agricultural enterprise according to elevation above sea level

Elevation above

sea level (m) 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Revenues of enterprise (million CZK)
Up to 450 59.16 60.52 68.49 72.55 80.95 79.08 85.605 87.984  89.92 103.08
450-500 48.67 50.67 64.96 76.46 66.19 62.96 75387 62.693  71.58 70.049
500-550 43.82 47.15 55.28 52.03 46.97 57.60  53.166  47.351 43.20 50.501
550-600 42.25 41.25 43.01 42.51 35.29 46.74  49.224 47.557  36.55 47.181
600-650 47.44 39.51 69.27 47.98 62.24 60.58 55.050 49.919  45.20 55.637
Over 650 31.23 39.50 34.41 36.37 19.07 18.38 19.543  20.342  25.48 27.871
Over 450 49.55 55.66  56.475 50.406  48.51 54.942
Total assets (million CZK)
Up to 450 90.61 86.42 100.34 101.69 111.69 103.37 109.650 113.298 122.577 135.11
450-500 77.01 79.88 99.45 102.46 86.79 93.53 107.189 100.219 114.935 98.06
500-550 66.00 76.79 90.72 83.06 85.30 87.72 82440 75619 73.308 76.765
550-600 70.96 72.95 77.94 82.32 59.61 80.27 78492 77973 62.772  76.434
600-650 75.12 70.48 121.59 83.19 94.73  105.78 84.666  84.174 80.403  84.957
Over 650 53.47 55.41 53.83 61.99 118.15 26.71 29.108 30.269 34.588 41.799
Over 450 81.62 88.38 85.524 81.650 80.806  82.347
Total assets turnover rate
Up to 450 0.650 0.700 0.683 0.718 0.725 0.765 0.781 0.777 0.734 0.763
450-500 0.632 0.634 0.653 0.717 0.763 0.673 0.703 0.626 0.623 0.714
500-550 0.662 0.632 0.609 0.626 0.551 0.657 0.645 0.626 0.589 0.658
550-600 0.601 0.565 0.552 0.516 0.592 0.582 0.627 0.610 0.582 0.617
600-650 0.634 0.560 0.569 0.577 0.657 0.573 0.650 0.593 0.562 0.655
Over 650 0.582 0.713 0.639 0.587 0.161 0.688 0.671 0.672 0.737 0.667
Over 450 0.607 0.630 0.660 0.617 0.600 0.667

Source: Monitoring of agricultural enterprises in 1996-2004
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Table 5. Labor productivity and remuneration in an average agricultural enterprise

Elevation above

sea level (m) 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Revenues including financial and extraordinary (thousands CZK)
Up to 450 59160 60520 68490 72554 80954 79082 85605 87984 89920 103077
450-500 48 674 50670 64960 76464 66190 62955 75387 62693 71577 70049
500-550 43 820 47145 55280 52025 46970 57603 53166 47351 43199 50501
550-600 42246 41249 43010 42510 35292 46742 49224 47557 36546 47181
600-650 47 443 39506 69270 47982 62242 60582 55050 49919 45203 55637
Over 650 31226 39504 34410 36368 19068 18375 19543 20342 25482 27871
Over 450 49552 55660 56475 50406 48512 54942
Wages (thousands CZK)
Up to 450 7 106 7 450 14220 14210 11736 11935 13351 15036 15699 17215
450-500 8 639 9 440 10064 11 317 9 545 9940 10435 10633 13171 11260
500-550 7011 8 165 12 632 8978 9162 9 834 9373 9238 8 764 8 855
550-600 7 458 7 410 8 269 6 600 7 294 7 014 7 750 8 409 6930 8130
600-650 7 167 7 567 9400 11154 12362 9854 10018 9 466 9756 10339
Over 650 5246 6 968 6871 7 198 3652 3528 3717 3 944 4916 4945
Over 450 8 906 9 837 9151 9195 9 464 9 460
Average number of workers
Up to 450 90 79 134 108 100 96 100 105 108 107
450-500 105 929 95 100 78 75 80 73 92 69
500-550 89 90 126 83 81 79 71 68 62 58
550-600 95 83 81 65 66 57 61 58 47 51
600-650 90 85 97 105 117 100 79 72 71 69
Over 650 71 78 76 68 30 26 28 29 34 35
Over 450 78 74 71 66 67 60
Labor efficiency
Up to 450 657.3 766.1 511.1 671.8 809.5 823.8 854.9 837.3 830.84 959.14
450-500 463.6 511.8 683.8 764.6 848.6 839.4 937.3 862.9 780.32 101591
500-550 492.4 523.8 438.7 626.8 579.9 729.2 748.2 701.3 694.99 877.75
550-600 444.7 497.0 531.0 654.0 534.7 820.0 806.3 814.7 769.87 932.64
600-650 527.1 464.8 714.1 457.0 532.0 605.8 701.3 698.2 636.66 808.39
Over 650 439.8 506.5 452.8 534.8 635.6 706.7 709.2 707.5 755.48 798.70
Over 450 635.3 752.2 799.0 767.6 726.17 910.27
Average annual wages per worker (thousands CZK)
Up to 450 79.368 94.44 106.35 129.79 117.14 127.99 133.321 143.096 145.06 160.189
450-500 82.400 94.74 105.54 11242 121.78 132.53 129.743 146.365 143.59 163.302
500-550 78.876 90.23 100.58 106.73 113.11 121.93 131.909 136.815 140.99 153.905
550-600 78.453 81.90 101.58 10049 110.70 119.76 126.944 144.048 14599 160.705
600-650 79.590 89.02 96.66 106.10 105.79 11991 127.616 132.397 137.41 150.232
Over 650 74.077 65.36 96.49 10559 121.73 117.02 134.885 137.183 14576 141.697
Over 450 113.63 123.99 129.472 140.029 141.67 156.727
Source: Monitoring of agricultural enterprises in 1996-2004
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Table 6. Average fund efficiency of agricultural enterprises

Elevation above sea Fund efficiency

level (m) 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Up to 450 1.13 1.34 1.32 1.20 1.32 1.323 1.388 1.359 1.315 1.38

450-500 1.10 0.98 1.02 1.21 1.35 1.189 1.187 1.018 1.013 1.206
500-550 1.11 1.06 1.09 1.12 0.94 1.081 1.103 1.056 0.996 1.137
550-600 0.97 1.16 0.94 0.98 1.18 1.139 1.210 1.125 1.052 1.085
600-650 1.01 1.21 0.91 1.06 1.01 0.987 1.120 0.971 0.934 1.085
Over 650 0.89 0.86 0.94 0.90 0.33 1.111 1.157 1.162 1.408 1.426
Over 450 1.07 1.106 1.153 1.042 1.011 1.143

Source: Monitoring of agricultural enterprises in 1996-2004

Table 7. Agricultural production intensity of an average agricultural enterprise

Elevation above sea 2000 2001 2002 2003 2004
level (m)

Revenues (thousands CZK)

Up to 450 79 082 85 605 87 984 89920 103 077
450-500 62 955 75 387 62 693 71577 70 049
500-550 57 603 53 166 47 351 43 199 50 501
550-600 46 742 49 224 47 557 36 546 47 181
600-650 60 582 55 050 49 919 45 203 55 637
Over 650 18 375 19 543 20 342 25482 27 871
Over 450 55 660 56 475 50 406 48 512 54942

Agricultural land area (ha)

Up to 450 1873.2 1 890.25 1974.98 2149.13 2 145.96
450-500 1816.3 1 867.97 1762.20 2104.78 1784.92
500-550 1763.5 1692.65 1 550.39 1382.79 1367.22
550-600 1653.1 1624.48 1435.71 1092.61 1128.59
600-650 1626.8 1834.79 1 564.36 1680.22 1 608.66
Over 650 1046.3 1 025.86 1016.50 1062.15 1235.56
Over 450 1697.1 1718.53 1554.83 1 549.40 1472.19

Revenues per 1 ha of agricultural land (thousands CZK)

Up to 450 42.218 45.288 44.549 41.840 48.03
450-500 34.661 40.358 35.576 34.007 39.24
500-550 32.664 31.410 30.541 31.241 36.94
550-600 28.275 30.301 33.125 33.449 41.81
600-650 37.240 30.004 31.910 26.903 34.59
Over 650 17.562 19.050 20.012 23.991 22.56
Over 450 32.797 32.862 32419 31.310 37.32

Source: Monitoring of agricultural enterprises in 1996—2004
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In general, the fund efficiency reflects the same
tendencies, which influence the revenues. In produc-
tion areas, there was not recorded any development
of this indicator since 1996, only its annual oscilla-
tions (Table 6).

In the marginal areas, the fund efficiency grows
steadily since 1996 to 2001. In 2002 and 2003, a de-
crease of fund efficiency and its recurrent growth in
2004 was recorded in both production and marginal
areas. In production areas in 2004 the fund efficiency
represents a relative saving of fixed assests 3 664 thou-
sand CZK. In marginal areas in 2004 the fund efficiency
reached 84% of fund efficiency in production areas and
it represented a relative saving of tangible property
6 288 thousand CZK in marginal areas.

Revenues per lha of agricultural land represent
the evidence of agricultural production intensity in
the financial statement monetary evidence. From
the comparison of years 2000-2004, this tendency
can be derived: The revenue volume decreases with
the increasing elevation above sea level. In 2004, an
average enterprise in marginal areas reached only
78% of revenues in CZK/ha of an enterprise in pro-
duction areas.

The average size of a marginal area enterprise is
smaller than in production areas (Table 7). An ave-
rage enterprise in marginal area reaches 68% of land
area of an enterprise in production areas, 64% of fixed
assets, 56% of average number of workers and 53% of
revenues per enterprise. The disproportion concerns
especially the revenue volume, which is caused by
the influence of extensive production, signaled by
decrease of revenues per 1 ha of agricultural land.
With the elevation above sea level, this intensity
decreases significantly. Lower production intensity
in marginal regions influences higher production
costs and thus a lower profitability level.

The subsidy influence on the rate of economic
result before taxation

The volume of subsidies shows a steady growth in
the years 1995-2000. In 2000, there was a signifi-
cant increase in subsidies caused by drought sub-
sidies, the settlement of which continued in 2001
(Table 8). In 1995-1998, the subsidies in marginal
areas surpassed those in production areas, e.g. in
1999 the index comparing marginal and production
areas was 126.6%. In 2000, this proportion changed
to 91.16% and in 2001 the volume of subsidies was
almost equal in marginal and production areas as it
were in 1999 (126.4%).

There is almost no difference in the rate of subsi-
dies per an average agricultural enterprise in 2002
compared to 2001. In 2003, there was an increase
of subsidies per enterprise especially in production
areas (index 03/02 = 176%). 2004 is marked by a sig-
nificant increase of subsidies into agriculture. In the
separate sea level areas, the volume of subsidies per
enterprise increased in the range from 57% to 110%
in comparison with the previous year.

To compare more easily the subsidies in production
and marginal areas, the subsidy volume was calculated
per ha of agricultural land. Figure 2 shows a relatively
high dependence of economic result on subsidies in
CZK/ha of agricultural land, which is testified by the
correlation coefficient, equal to 0.775 in production
areas and 0.716 in marginal areas.

In 2004, the entrepreneurs could claim not only the
state paid subsidies but also subsidies according to
the EU Common Agricultural Policy. Despite the fact
that these means are significantly lower than subsi-
dies paid out in the original EU countries (EU 15),
the subsidy volume rose by 60% compared with the
preceding year.

Table 8. The subsidies of an average agricultural enterprise in thousand CZK

Elevation above

sea level (m) 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
To 450 23.23 818 1411 1856 3420 5308 3432 3503 6193 10 798
450-500 31 1450 1196 3279 4110 5352 4268 4308 5948 10 404
500-550 19.49 1769 1872 2798 3 806 4770 3920 4320 4126 8 897
550-600 15.02 1235 1 649 2159 4 040 4620 3819 3747 3586 6 956
600-650 16.82 2362 2791 3995 6 670 4753 5566 4561 5099 10 807
Over 650 5.03 2383 3 387 4 647 3904 4 356 4368 4532 5672 8935
Over 450 18.03 1739 1921 3090 4330 4 849 4339 4246 4 807 9293
Total 19.36 1552 1765 2703 3945 4997 3978 3952 5439 9955

Source: Monitoring of agricultural enterprises in 1996-2004
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Figure 2. Development of economic result and subsidies in CZK/ha

Direct payments (including adjustments) repre-
sented the greatest rate of subsidies in 2004. The
second greatest rate was represented by the payments
in the range of the Horizontal Rural Development
Plan (HRDP). An average enterprise in the production
area was paid 3 458 CZK/ha of agricultural land as
direct payment, which is almost 69% of all subsidies.
Through the HRDP, 667 CZK/ha (13%) was paid, and
244 CZK per ha (4.85%) as State-aid. Concerning other
subsidies, most was paid out through the programs of
Supporting and Guarantee Agricultural and Forestry
Fund (PGRLF) (6%).
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In marginal areas the greatest rate of the paid out,
means was represented also by the direct payments
3 350 CZK/ha (53%) per average enterprise. Further
2 124CZXK/ha represented the HRDP payments (34%).
The State-aid payments covered 256 CZK/ha (4%)
and the PGRLF covered 3%.

Nowadays, subsidies to agricultural enterprises
are an important factor influencing profitability of
the agricultural business. Accounting subsidies into
operational economic result marked significantly the
operational economic result in 2004. The important
increase of subsidies caused the relatively favorable
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Figure 3. Subsidies in 2004 according to the elevation above sea level
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operational economic result and together with very
favorable climatic conditions during the vegetation
period, they resulted in the best economic result
during the whole monitored period (Figure 3).

Structure of plant production

In 2004 in production areas, 50% of agricultural land
was covered by grain crops, which is by 8 percentual
points more than in 2003. In 2004, an average grain
crops yield was 6.07 t/ha in production areas, which
is by 15% more than in 2003. Potatoes covered 5% of
agricultural land in production areas and the ave-
rage yield grew by 46% compared with the previous
year. Sugar beet covered 4.2% of agricultural land,
which is the same surface as in the previous year;
the yield 47 t/ha means the growth by 20%. Colza
covered 8.5% of agricultural land and the yield was
3.63 t/ha (174% of 2003 yields).

In the marginal areas, grain crops corned 35.8%
of agricultural land, which is a 1.8 percentual points
increase. An average grain crops yield was 5.46 t/ha
(142% of 2003 yields). Potatoes covered 14.9% of ag-
ricultural land and the yield was 127% of 2003 yields.
Colza covered 7.3% of agricultural land and the yield
was 3.63 t/ha, which is a 100% increase compared
with 2003. Flax area stayed on the level of 2003 but
the yields grew by 60%.

Structure and utility of animal production

Since 1999, there has been a slight increase in the
number of cattle, in 2004 the total number of cattle
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and of cows is the same as the preceding year. The
rise in cattle number and the performance of milk
cows dropped by 1% compared with the previous
year. Number of pigs dropped to 91% and the yield
increased by 3%.

Since 1999, there was a decrease in the number of
cattle in marginal areas (Figure 4). In 2004, it is 5.6%
and the decrease in the number of cows is 6% compared
with 2003. The increase in cattle number dropped by
3% and the performance of milk cows increased by
5% compared with the preceding year. Numbers of
pigs dropped to 90% and the yield increased by 4%
compared with the previous year.

The utility of animal production has been increas-
ing in the production areas faster than in marginal
areas since 1999. Daily increments of cattle rose in the
period 1999-2004 by 11% to 0.902 kg, while during
the same period, increments in marginal areas were
stagnant (index 04/99 = 0.99). The increments of
pigs show similar development. In production areas,
increments rose almost by 12% to 0.672 kg/day, while
in marginal areas the rise was only 6% to 0.639 kg per
day. The annual utility of milk cows increased since
1999 by 45% and in 2004 it was 6 238 1/1 milk cow. In
marginal areas, the annual utility increased by 18%
compared with 1999 and it represented 5 657 1/1 milk
cow in 2004.

Financial health of an enterprise
The evaluation of the development of financial

health of enterprise was carried out on a file of 125
enterprises, where the data for 2002-2004 (balance
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1999 2000 2001 2002
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Figure 4. Development of cattle number in production and marginal areas
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sheets and income statements) were accessible. The
methodology used for the Operational Programme
Agriculture was employed for the calculation.

After 2002 and 2003 when the value of financial
result reached 24 points, respectively 23 points, there
was a significant improvement in 2004, the maximum
value reaching 31 points. This means that all indica-
tors reached a maximal evaluation in points. This
improvement was influenced by the achieved profit
and therefore the indicators based on it rose.

Table 9 shows the development of the individual
indicators. The value of the indicators ROA and

Table 9. Indicator values of an average enterprise

Indicator 2002 2003 2004
ROA (%) ~347 -1.36 5.38
Long-term profitability 943 594 9.33
Value added/inputs (%) 46.66 48.46 51.67
ﬁiﬁt‘;ﬁ;%{ggt&)‘hw' 543 1020 20.80
Total insolvency (%) 39.69 39.44 38.28
Interest coverage (times covered) -3.21 -1.45  6.37
Liability maturity of cash flow 640 6.85 3.54
S;(l;?tl;lcoveragewith net working 079 093  1.02
Total liquidity (times) 1.99 250 257

interest coverage reached for the first time in 2004
positive values, which resulted for both indicators
in a rise from 1 to 3 points. The indicator of long-
term profitability noted a fall in 2003 to 5.9%. This
development was caused by two reasons. First by
the decrease of the reserve and indivisible funds and
profit funds and second by the rise of losses from the
previous years and from the current period. But in
2004 the economic result of the current accounting
period covered losses of the preceding years and the
indicator of long-term profitability passed the 8% limit.
More indicators showed a significant improvement:
the revenues profitability indicator rose from 10.2%
in 2003 to 20.8% in 2004 and the value of the liability
maturity of the CF indicator dropped from 6.9 years
to 3.5 years. The indicators of value added/inputs
and the total insolvency did not change significantly
compared the previous years. They show positive

Table 10. Division of enterprises according to the number
of points achieved

Category Number of points 2002 2003 2004
A 25.01-31 44 40 88
B 17.01-25 73 55 33
C 15.01-17 4 11 3
D 12.51-15 4 14 0
E 9-12.5 0 5 1

Source: Monitoring of agricultural enterprises in 1996—
2004

30 -

25 1

Number of enterprises
—_ ™)
(O)] (==}

1 1

—_
(e}
1

31 30 29 28 27 26 25 24 23 22 21 20 19 18 17 16 15 14 13 12 11 10

Number of points

42

Source: Monitoring of agricultural enterprises in 1996—
2004

32002 32003 W2004

Figure 5. Division of
enterprises according
to number of points
achieved

AGRIC. ECON. — CZECH, 52, 2006 (1): 31-44



70 -

[02003-2002
60 - W 2004-2003
W 30 1
2
=
5 40 -
5
G
]
5 30
£
£
=
Z 20 4
10 -~
0 — . Figure 6. Division of
T T T
Handl 6 010 Ltoos 01045 01045 11 and the annual change of
—tlandless — —6to-— —ito 0 0 and more the financial health of
Change of points enterprises

values as well as the indicators the stock coverage by
the net working capital and total liquidity.

The rate of enterprises that achieved the highest
point evaluation increased in 2004. While in 2002
only 2 enterprises and in 2003 3 enterprises, in 2004
already 29 enterprises reached the highest evaluation
(Figure 5).

If the separate enterprises were be grouped into
categories according to the number of points achieved
(Table 10), the double increase of the number of enter-
prises in the category A compared with the previous
years will be evident and so will be the significant
decrease in the categories C, D and E. 124 enterprises
in 2004 (only 106 in 2003) fulfill the criteria of the
Operation Programme (more than 15 points-catego-
ries A, B, C).

The inter annual monitoring of financial health
of the individual enterprises shows, that between
2002 and 2003, there was a fall off in the point evalu-
ation for 75 enterprises and 50 enterprises either
did not change or improved their financial health.
The fall by 1 to 5 points affected in this period 56
enterprises, over 5 points 19 enterprises. An im-
provement by 1 to 5 points was monitored by 34
enterprises; over 5 points only by 2 enterprises and
14 enterprises did not change their financial health
at all (Figure 6).

In 2004, the financial health improved or did not
change in 110 enterprises, only 10 fell off. There was
a rise by 11 and more points in 14 enterprises, by 6
to 10 points in 33 enterprises and by 1 to 5 points in
61 enterprises. In 7 enterprises, the financial health
did not change. A decrease by 1 to 5 points affected

AGRIC. ECON. — CZECH, 52, 2006 (1): 31-44

8 enterprises and only 2 enterprises marked a decrease
over 5 points.

CONCLUSION

After significantly unfavorable years 2002 and 2003,
when the losses in economic result of agricultural
enterprises were caused by the adversary climatic
and economic conditions, the following 2004 brought
exceptionally favorable climatic conditions during the
vegetation period and better economic conditions
than the previous years.

The favorable climatic conditions resulted in the
highest yields of most products of plant production
during the whole monitored period. High yields and
the highest proportion of grain crops areas in the
last period caused an extraordinary high produc-
tion of grain crops, and therefore the prices dropped
already during the harvest period. The average price
was the lowest one in this year in the last five years.
Costs per 1 ha of grain crops were raising regularly
because of the growing prices of inputs into agricul-
ture. Although the costs reached their highest value
in 2004, thanks to very high yields the costs per ton
of grain crops were lowered by 16% compared with
the previous year.

The number of cattle per average enterprise shows
a slight decrease compared with the previous year.
The utility of animal production increases faster in
the production areas than in the marginal ones.

The profit in CZK/ha of agricultural land was 2 806
per an average enterprise operating in production area,
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2 194 in marginal area. The number of enterprises
showing a positive economic result, representing only
42% in 2003, rose in 2004 to 94%. One of the factors
that influenced the best result in farming in the last
10 years was state and the European subsidy policy.
The increase in the volume of subsidies in CZK/ha
of agricultural land represented 175% in production
areas and 239% in marginal areas of 2003 volume.

The financial health of an enterprise is related to
the development of profit in the last years. According
to the criteria of the Operation Programme of
Agriculture, the category A was reached in 2002 by
35% of enterprises, in 2003 only by 32% and in 2004
by 70% of the monitored enterprises.

According to the indicator of profit rate, 2004 was
the only year during the whole monitored period (since
1995), when a congruous profit rate was reached, 4.2%
in an average enterprise. Even though this value is the
most favorable one since 1995, a 4% profit rate shows
a standard economic result. The low or even nega-
tive values reached in last years are from the point of
view of the sustainable development of agricultural
enterprises absolutely insufficient.
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