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ABSTRACT

While acknowledging the importance of indicators mainly associated with the macroeconomic performance, we argue
that the income and wealth effects of the above macroeconomic conditions on agricultural enterprises vary from case
to case. In other words, there is a space for management decisions. In this study we highlight some financial indicators
that could fit measuring the performance and competitiveness of enterprises. In our results we keep the focus on
agriculture.

Indicators used to assess the financial stability and competitiveness of agricultural enterprises may be evaluated solely
in their complexity. Liquidity, working capital, turnover of assets, capital structure, debt repayment, productivity and
profitability have been considered in the scope of our study. In our analysis we used the DATAX database.
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OSSZEFOGLALO

Nem vitatjuk a makrogazdasagi teljesitményt méré mutatoszamok jelentdségét, mindemellett 0 véljiik, az altalaban
vett makrogazdasagi feltételrendszer agrarvallalkozasokra gyakorolt jovedelmi €s vagyoni hatasai egyedileg valtoznak.
Masként fogalmazva, van (kell, hogy legyen) tere a menedzsment dontéseinek. Tanulméanyunkban bemutatunk néhany
olyan pénziigyi mutatoszamot, amelyek alkalmasak lehetnek a vallalkozasok teljesitményének és versenyképességének
megitélésében. Kovetkeztetéseink kozéppontjaban mindvégig az agraragazat all.

Kizardlag osszefliggésrendszerében vizsgalhatjuk az agrarvallalkozasok pénziigyi stabilitasat és versenyképességét
jellemzd indikatorokat. Tanulmanyunkban likviditasi, forgotéke-, eszkozmegtériilési, tékeszerkezet-, adossagszolgalat-,
jovedelmezdségi €s nyereségességi mutatdszamokat vizsgaltunk. Elemzésiink forrasaul a DATAX adatbazis szolgalt.

KULCSSZAVAK: agrar-versenyképesség, pénziigyi mutatészamok
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BOVEBB OSSZEFOGLALO

Tanulmanyunkban megkiséreltink bemutatni néhany
olyan pénziigyi mutatészamot, amelyek alkalmasak
lehetnek az agrarvallalkozasok teljesitményének és
versenyképességének megitélésében. Ebbol a célbol
likviditasi, forgdtoke-, eszkozmegtériilési, tokeszerkezet-
, adossagszolgalat-, termelékenységi és jovedelmezdségi
mutatészamokat vizsgaltunk.

Elemzésiink forrasaul a DATAX adatbazis szolgalt,
amely a tarsasagi adobevallasokbdl szamitott adatokra
épil. Mutatészam-rendszere agazati és méret (nettd
arbevétel) szerinti bontasban kozol a vallalkozasokrol
aggregalt adatokat. Osszehasonlité adatok 2002-ig alltak
rendelkezésiinkre, amikor az altalunk elemzett sokasag
7.483, kettds konyvvitelt vezetd vallalkozasbol allt.
2001-2002 soran a vizsgalt agrarvallalkozasok likviditasi
mutatoi kiegyensulyozott értékeket mutattak (a likviditasi
rata 2,5; a likviditasi gyorsrata 1,8 koriili értékeket vett
fel), a dinamikus likviditasi rata kivételével, amelynek
értéke 0,1 folé emelkedett.

A tOkeszerkezeti mutatok értékei arra engednek
kovetkeztetni, hogy az agrarvallalkozasok jelentds
részben idegen forrasbol finanszirozzak a miikddésiiket:
a tékeellatottsag atlagosan 45%, az eladosodottsag aranya
atlagosan kozel 50%. Az adoéssagszolgalati mutatok, igy
kiilondsen az EBITDA fedezet és a Cash Flow fedezet 5%
koriili értékei a pénziigyi kockazat meglétére utalnak.

A jovedelmezdségi mutatok alakulasa megerdsiti
az agrarolld negativ trendjét: az elmult években a
mezogazdasagi termel6i arindex értéke elmaradt a
mezOgazdasagi raforditasar-index értékétél. (Forras:
KSH) Ez a tendencia 0sszefiiggdtt azzal, hogy a miikodési
(anyagjellegli) raforditasok és beruhazasi kiadasok
megnovekedését az agrartermékek termeldi értékesitési
arainak stagnalasa (ill. idénként erés ingadozasa) kisérte.
Bar mindegyik mutato értéke romlott, a befektetett toke
hozama (ROIC) 7% feletti, az eszkdzaranyos adozott
eredmény (ROA) 5% feletti, a sajattéke-aranyos nyereség
11% feletti értékeket ért el az 50 millio forint arbevételnél
nagyobb cégek esetében. A kis csaladi gazdasagok tobbet
veszitettek: esetiikben a negativ adozott eredmény
kovetkeztében a ROA (és a ROE) mutato negativ értéket
vett fel.

Az elobbi kedvezétlen artendencidkat az agrartermel6k
részben  tudtdk  ellensulyozni a  forgdeszkoz-
menedzsmenttel. A mikodétke-ellatottsag viszonylag
kedvezden alakult olymddon, hogy a készletek forgasi
iddtartamat 80 napon beliil sikeriilt tartani.
Termelékenység szempontjabol az agrarvallalkozasokat
két  kategoridba  sorolhatjuk:  tokeellatottsagukkal
Osszefiiggésben a kozepes és nagyobb vallalkozasok
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mutatoi (egy alkalmazottra jutd arbevétel, adozott
eredmény, ill. EBITDA) Iényegesen kedvezdbbek, mint
a kisvallalkozasok hasonlé mutatoi.

Az eddigiekbdl lesziirhetjiik azt a kovetkeztetést, hogy
a versenyképesség megitélése és a versenyhatékonysag
novelése nem rutinfeladat. A menedzsmentnek a miikodési
kornyezet jelentds mértékii valtozasara kell felkészitenie
a vallalatot, hiszen az eurdpai integracio a hazai piacot
a nemzetkdzi verseny kdzvetlen szinterévé valtoztatta.
Azt is mondhatjuk, versenyképességi stratégiara, azt
megalkoto €s végrehajtdo menedzsmentre van sziikség.
Introduction

International competitiveness, being a key objective
of each economic entity, should be defined both
at macroeconomic and microeconomic level. The
international competitiveness of a country is more than
a national economy’s aggregate comparative (relative)
advantage. The former must include sustainable growth
and rural development, as for the improvement of
wealth. The European integration has enhanced the need
for competitiveness at the microeconomic level, meant
by enterprises operating in both the tradable (export-
oriented) and the non-tradable sectors.

We affirm the crucial importance of indicators mainly
associated with the macroeconomic performance (e.g. the
growth rate of the GDP, the inflation rates, the nominal
interest rates, the position of the balance of payments,
and the foreign exchange rate etc.). For example, an
over-appreciated foreign exchange rate could affect
an economy’s external competitiveness (depending on
price-sensitivity of the exporters and the importers),
which may, in the longer run, influence the incentives for
investment and the allocation of resources among different
sectors. These external sector consequences of exchange
rate fluctuations are expected to be more relevant for
economies that are more open to and dependent on trade
and foreign investments.

Still we argue that the income and wealth effects of
the above macroeconomic conditions on agricultural
enterprises vary from case to case. In other words, there
is a space for management decisions. In this study we
highlight some financial indicators that could fit measuring
the performance and competitiveness of enterprises. In
our results we keep the focus on agriculture.

MATERIAL AND METHODS

Our method was based on the database of
DATAX, an official Hungarian database of aggregated
company data. The reliability of this company data is
warranted since they are originated from Company Tax
Statements. We restricted our enquiries to one selected
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industry, i. e. agriculture.

The complete analytical framework includes 59 financial
indicators, among which 31 have been selected for our
purposes. They are appropriate for briefly evaluating
and comparing any company to its industrial average.
DATAX offers grouping on the basis of the size of the
companies, depending on their yearly Net Sales Revenue
being less than HUF 50 million, between 50-100 million
or 100-500 million, or above 500 million. The average
Balance Sheet and Income Statement structure is also
available for comparison.

Comprehensive data is available for the year 2002 at the
latest, when our sample included 7,483 enterprises (all of
them apply double-accounting).

Detailed data of financial indicators is included in the
Appendix [Tables, figures and illustrations] of this
paper.

Results

Indicators used to assess the financial stability and
competitiveness of agricultural enterprises may be
evaluated solely in their complexity. Liquidity, working
capital, turnover of assets, capital structure, debt
repayment, productivity and profitability have been
considered in the scope of our study.

In 2001-2002 (and during the subsequent years)
LIQUIDITY RATIOS tended to follow a steady path, with
the exception of a minor volatility of Quick Liquidity.
Current Ratio and Acid Test Ratio remained at 2.5 and
1.8, respectively; whereas Quick Liquidity Ratio rose
above 0.1.

CAPITAL STRUCTURE ratios imply that
agricultural enterprises require considerable amounts of
external funds to finance their operation. Equity Ratio
is about 45% in average, and the Rate of Indebtedness
amounts to 50%. DEBT REPAYMENT ratios, e. g.
EBITDA Ratio and Cash Flow Ratio of about 5% partly
indicate the persistence of a certain level of financial
risk.

Indicators of PROFITABILITY clearly
underpin the disappointing trends in the terms of trade
within agriculture. During the previous years producer
price indices remained lower than agricultural input price
indices. (Source: Hungarian Statistics Office) In other
words, the serious increase in operating (material-type)
and capital expenditures has been accompanied by the
stagnating producer prices of agricultural products. With
a decline in each of the indicators, Return on Invested
Capital (ROIC) reached up to 7%, Return on Assets
(ROA) to above 5% and Return on Equity (ROE) to a
minimum of 11% on average in case of enterprises above
50 million Net Sales per year. Small family enterprises
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(with a lack of sufficient financial resources) have lost
more: their ROA (and ROE) ratios turned negative,
because their Profit after Tax was negative on average.

Agricultural producers could mitigate the above
risk of unfavourable price trends only by a dedicated
improvement of WORKING CAPITAL management.
They were able to diminish the Turnover of Net Current
Assets by controlling the Turnover of Inventories at 80
days on average.

The PRODUCTIVITY of the agricultural
enterprises is becoming polarised. Medium-size and
larger enterprises seem to have comparative advantage
in terms of ratios calculated by the eligible categories of
earnings. All of the financial indicators, including the Net
Sales, the Profit After Tax and the EBITDA per capita
conclude the similar result, i. e. the enhanced potential of
capitalised enterprises.

DISCUSSION

Given the importance of the profitability, there is all
the more need to understand better the components of
competitiveness, and their impact on the economy,
especially on agriculture. There is no consensus in
theories regarding the definition and measurement of
competitiveness —either in general, or specifically in
agriculture.

Globalisation has enhanced the importance of
international competitiveness and the role of monetary
unions, as a consequence. On the international level, an
economy’s external competitiveness can be regarded as
the ability to form its social and scientific environment
suitable to generate value-added income, preferably in
the long run. [7]

International competitiveness is basically determined by
the structural (micro- and macroeconomic) effectiveness
of the entities within an economy. It goes beyond the
advantage in pricing and external productivity. [11]
Crucial components of competitiveness are labour-
productivity, wage costs, foreign exchange rates and
domestic prices. [10]

In agriculture, competitiveness is seriously determined by
the input prices and by the subsidies. [3.] For example in
Hungary during a decade before the EU-accession, direct
subsidies were divided between plantation and animal
keeping by nearly 50-50, while nowadays this ratio has
changed to 90-10. In fact the Hungarian subsidy policy
is unclear and misleading to the private sector; there is
no certainty in reasonably planning and pricing within
agriculture.

Within regional integration the competitiveness of the
agriculture is affected by indicators mainly associated
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with innovations, financial resources, productivity,
vertical coordination, subsidies and market regulation.
They can be supplemented by marketing, information
and integration techniques. [6]

Factors of competitiveness include measures based
on product level (determining the profitability of the
enterprises), within the agriculture, and/or regionally. In
the long run, competitiveness and economic policy affect
the potential GDP and economic growth. [10]

Based on the above remarks, we may conclude that
competitiveness is certainly not a status, rather a dynamic
phenomenon, which can be described by a complexity
of different measures. Assessment for an Aggregated
Competitiveness Index is determined by the level of
gross output, stage of integration, state of infrastructure,
stability of the financial sector, quality of the human
capital, structure of R&D expenditures, and finally,
economic, legal and political stability of the eligible
country. [7] In the case of agriculture, one should be aware
of using generally accepted measurement techniques;
since the significant level of state subsidies distort market
competitiveness.
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TABLES, FIGURES AND ILLUSTRATIONS

MEASURES OF COMPETITIVENESS IN AGRICULTURE

source: DATAX

Averages
Enterprises by Yearly Net Sales Industry
50- 100- Average
0-50M 100M 500M  500M -
Number of Enterprises 4808 811 1448 416 7483
LIQUIDITY

1 Current Ratio I. 3.00 1.83 1.73 1.70 2.52

2 Current Ratio II. (Acid Test) 231 1.13 0.89 0.80 1.79

3 Quick Liquidity 0.02 0.31 0.26 0.24 0.12

CAPITAL STRUCTURE

4 Equity Ratio 43.4%  43.1% 49.1% 54.8% 45.1%

5 Rate of Indebtedness 50.3% 52.1% 47.3% 43.0% 49.5%

6 Liabilities / Tangible Assets 129.5% 125.6%  113.6% 113.6% 124.5%

DEBT REPAYMENT

7 EBITDA Ratio 5.13 6.69 4.95 4.44 5.24

8 Cash Flow Ratio 5.01 6.38 4.30 3.81 4.88

9 Debt Coverage Ratio 0.18 0.29 0.28 0.27 0.22

WORKING CAPITAL

10 Ratio of Net Current Assets 14.5% 13.2% 15.8% 18.9% 14.8%

11 Net Current Assets Turnover 0.89 3.00 3.88 5.11 2.06
12 Receivables / Trade Creditors (Accounts

Payable) 128.5% 134.3% 138.1% 161.8% 134.5%

TURNOVER OF ASSETS

13 Turnover of Total Assets (days) 903.6 365.9 356.2  356.9 664.8

14 Turnover of Inventories (days) 53.7 71.0 102.0 123.5 71.1

15 Turnover of Receivables (days) 23.9 24.8 26.5 29.1 25.0

16 Turnover of Accounts Payable (days) 32.6 39.9 37.7 30.2 344

PRODUCTIVITY
17 Net Sales per capita (in HUF thousands) 5544 14762 14065 12988 9487
Profit After Tax per capita (in HUF
18 thousands) 55 758 678 623 349
19 EBITDA per capita (in HUF thousands) 652 1833 1590 1482 1109
379
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PROFITABILITY
20 Return on Equity (ROE) 3.8% 15.8% 13.7% 11.2% 8.1%
21 Return on Assets (ROA) -0.4% 5.8%  5.6% 5.5% 2.0%
22 Return on Capital and Reserves 2.7% 14.8% 14.0% 13.3% 7.5%
23 EBITDA to Equity 12.6% 26.0% 23.7% 22.4% 17.4%
24 Return on Invested Capital (ROIC) 0.1% 7.8%  7.7% 7.3% 3.1%

YEARLY CHANGE OF SELECTED

VARIABLES (%)
25 Change in Net Sales -3.2% 7.6%  4.9% 0.9% 0.4%
26 Change in Material-type Costs -17.8% 58% 4.7% 3.1%  -8.7%
27 Change in Staff Costs 16.9% 18.6% 14.0% 11.7%  16.0%
28 Change in Depreciation 11.8% 14.6% 12.1% 10.5% 12.1%
29 Change in Trading Profit 3.5% 79% -6.1%  -23.8% 0.1%
30 Change in Profit after Tax -0.8% 1.1% 02% -15.1% -13%
31 Change in Total Assets 3.3% 9.5%  9.6% 10.0% 5.8%

Whereas the calculation methods of the above selected financial indicators are the following:
Current Assets / Short-term Liabilities

(Current Assets less Inventories) / Short-term Liabilities
Trading Profit / Short-term Liabilities

Equity / Total Assets

Liabilities / Total Assets

Liabilities / Tangible Assets

(Trading Profit plus Depreciation) / Interest paid

(Profit after Tax plus Depreciation) / Interest paid

(Profit after Tax plus Depreciation) / Liabilities

10. (Current Assets less Short-term Liabilities) / Total Assets

XNk

11. Net Sales / avg. (Current Assets less Short-term Liabilities)

12. Receivables / Trade Creditors

13. avg. Total Assets / (Net Sales / 365)

14. avg. Inventories / (Material-type Costs / 365)

15. avg. Receivables / (Net Sales / 365)

16. avg. Trade Creditors / (Material-type Costs / 365)

17. Net Sales / avg. Number of Employees

18. Profit after Tax / avg. Number of Employees

19. (Profit before Tax and Extraordinary Items plus Interest paid less Interest Received plus Depreciation) / avg.
Number of Employees

20. Profit after Tax / avg. Equity

21. Profit after Tax / avg. Total Assets

22. Trading Profit / avg. (Equity plus Subordinated debt plus Long-term Liabilities)

23. (Profit before Tax and Extraordinary Items plus Interest paid less Interest Received plus Depreciation) / avg.
(Equity plus Subordinated debt plus Long-term Liabilities)

24, Trading Profit * (1 — Corporate Tax Rate) / avg. (Total Assets less Trade Creditors less Accrued Expenses)

25-31. Change in %, on the basis of the previous year.
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