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Summary

This work involves identification of causes of different profitability of agricultural 
sector done on case study of nearly identical agricultural enterprises. It shows that 
financial mix even in scope of similar companies can lead to various profit indicators. 
Through comparative financial analysis in the same industry and activity by applying 
methods and techniques we have concluded that company PP Ratkovo operates more 
stable and closer to determined norms and also shows better results in majority of the 
indicators. Horizontal and vertical analysis indicates that companies in Agribusiness 
partner group use expensive external sources of financing. We have precisely defined 
in which cost segment occurs highest distinction. Also we have shown reasons why PP 
Ratkovo in the last two years manifests great profitability measured by ebit, ebitda and 
net profit as well as excellent structure of material costs and wages costs in in frame 
of the operating income, and reasons why enterprises in Agribusiness partner group 
does not.
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Introduction

Determine the reasons of diverse profitability of similar agricultural enterprises primary 
agricultural production filed in APR under the group 0111 Cultivation of wheat (except 
rice), legumes and oilseeds, medium size, which have similar arable land and which 
operate on same limited geographic area. PP Sombor ad area 1600 hectare, Bački 
Brestovac, PP Vojvodina ad 1400 hectare, Srpski Miletić, PP Miletić ad 1400 hectare, 
Feketić PP Feketić ad 1050 hectare, which are enterprises of one owner and Ratkovo, 
PP Ratkovo doo 2000 hectare, which is enterprise of other owner. Many authors claim 
that diversity is among the most important predictors of a company’s sales revenue, 
customer numbers and profitability. On the other side, in the primary agricultural 
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sector is difficult to create and maintain diversity, due to its very specific characteristic. 
Primary agriculture and agriculture in general, is inflexible, supply is inelastic in the 
short run, supply is influenced by weather (climate conditions), risk is significant, and 
access to financial services is limited (due to insufficient collateral, in most cases). In 
that context, identification of the reasons and consequences of diverse profitability in 
this sector is that what makes this research a challenge.

Research goal is to show through comparative analysis of financial results presented in 
Balance Sheet and Income Statement problems and ways of noticing problem as well 
as overcome them in enterprises which financial indicators deviate from the prescribed 
and recognized norms, or indicators of other similar enterprises. When comparing 
changes in the company’s ratios from period to period, we can point improvements 
in performance or developing problem areas. In that context, we define assumptions 
for better and more successful business implementation and profit increase as one of 
the basic category in modern business. In our research we have also given conclusions 
which can achieve that. Considering definition of the problem and research goal for 
starting hypothesis we are taking that each enterprise which has negative results in their 
financial reports compared to the prescribed and recognized norms or other enterprises 
definitely has disorder in financial flows which reflects on overall success (or failure) 
of the enterprise. By locating those problems we can improve financial results of the 
business that operate below the average.

H1 (general hypothesis): Financial analysis is an important part of the decision making 
process in agriculture.

H2 (partial hypothesis): Interpretation of the results of financial analysis is only possible 
in the proper context (it is necessary to take into account the specific characteristics of 
agriculture).

H3 (partial hypothesis): Financial analysis in agriculture has limits - simply manipulation 
of historical data can hide the actual state of the agricultural company.

During research we have used methods of analysis, methods of synthesis, statistical 
methods and case study. Foundation of our research is based on method of partition and 
comparison. We have dismembered sheets of given enterprises on basic categories which 
we observed in timeline of 5 previous years and compared indicators in that period. 
Method of comparison which we used is based on comparison of four very similar 
enterprises of single owner with the enterprise of another owner. All enterprises have 
similar characteristic of agricultural goods, and all were privatized in same period in 
similar way; thus we have unified material with representable comparison of all financial 
indicators. We have done individual analysis of mentioned enterprises in various time 
periods and compared group of one owner (organized as joint-stock company) with the 
enterprise of the other owner (organized as Limited Liability Company).

Using acknowledged analysis of the financial reports, which are basically functional 
relations between positions in Balance Sheet and Income Statement, we explore 
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financial – economic condition and results in given enterprise.

Through parallel analysis of these enterprises, we have established what the real size 
of their assets is, in which way is company securing financing those assets and its 
profitability; to what degree of business and financial risk are companies exposed to; 
indicate future of the enterprises and recommendations to managers, owner, business 
partners and banks and what they can expect from each company. We have at our 
disposal financial data of these 5 companies from last 5 years.

Methodology and Data Sources

Literature review - As agricultural businesses today are becoming more complex, 
management needs to consider how its financial ratios play an important part in the 
health of its business. Financial analysis is an activity that includes the association 
between various accounts in financial statements as well as their measurement and 
interpretation (Sharifi, 2013).

There is no “universal” best methodology of the assessment of the economic viability 
of agricultural holdings. However, a combination of methodologies would result in a 
more efficient assessment of the economic viability of agricultural holdings, as that 
would include financial (Return on Equity, Material Investment, Cost, Subsidy, and 
Debt) and non-financial (Production Cost and Performance) indicators (Slavickiene, 
Savickiene, 2014). 

The increased labor shortage and reduced profitability are growing concerns to the 
agricultural enterprises. Farm size is having positive association with the hired labor use 
and farm mechanization, but having negative association with family labor (Amarender, 
2013). Some studies find that key drivers of net profit margins are education, farm 
size and typology, specialization, and level of government payments. Key factors 
affecting the asset turnover ratio component of the Du Pont model are age, contracting, 
specialization, and receiving government payments.

Key factors affecting asset-to-equity ratio component of the Du Pont model are farm size, 
farm typology, contracting, and specialization drive asset-to-equity ratio (Detre, Mishra, 
2012). Profitability change can be decomposed into the product of total factor productivity 
(TFP) index and an index measuring changes in relative prices. Many TFP indexes can be 
further decomposed into measures of technical change, technical efficiency change, scale 
efficiency change and mix efficiency change (O’Donnell. 2012).

Returns on assets (ROA), a measure of financial performance widely used in the farm 
management literature, is the ratio of net farm income plus interest payment to total 
assets. ROA is widely hypothesized to be a function of farm’s characteristics and 
management strategies used to manage the farm. Results from several studies show 
that although there is an inverted U-shaped relationship between age of the operator 
and financial performance, management strategies such as increasing the number of 
decision makers, engaging in value-added farming, and having a written business plan 
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can lead to higher financial performance (Mishra, Wilson, Williams, 2009). 

The results from some studies show that older farmers and larger farms are less likely 
to experience financial stress while hobby farms and livestock farms are more likely 
to experience financial stress. These results for beginning farmers indicate fewer 
significant effects (Katchova, 2010). The most significant determinants of financial 
stress are farmer’s age, size of operation, ownership, year of operation, and farm type 
(D’Antoni, Mishra, Chintawar, 2009).

For the past decades, Serbian agriculture cannot keep pace with the agricultural 
development of the developed West European countries- neither in technical/
technological, nor organizational aspect. The same can be said of its overall efficacy 
and productivity. Consequences of a long-term disinvestment in the agricultural sector 
are more pronounced than ever (Babović, Veselinović, 2010). In the national economy 
clusters have been recognized as an instrument for strengthening productivity and 
innovation in small and medium Enterprises, as well as an instrument for regional 
development starting from 2005. Some researches show that clusters in Serbia were 
unable to develop until middle of 2013. They still possess low operative, innovative 
and export capacities, and there is a lack of key contributions of clusters to creating a 
unique regional specialization of labor and knowledge, as well as increasing regional 
competitiveness. In the future, cluster development in agribusiness will be directly 
related to the creation of a favorable business environment for SMEs, stimulating and 
predictable agricultural policy, as well as developed entrepreneurial initiatives aimed at 
joint activities and cooperation (Paraušić, Cvijanović, Mihailović, 2013).

Observing the current situation, credit support to the agriculture of Serbia through 
the banking sector is extremely unfavorable. Average active interest rates in Serbia 
are considerable higher than average active interest rates in the European Union and 
neighboring countries. Especially in times of global crisis, it is extremely important 
to provide more favorable credit conditions and thus stimulate taking loans for 
investments in agriculture. On the other hand, financial support to agriculture through 
the agrarian budget, even under more favorable credit conditions, is not enough for 
self-sustainability. 

Lack of financial resources is a key limiting factor of the efficient utilization of agricultural 
resources - in transitional countries and developed ones alike. Despite the rich tradition 
and natural resources, the agriculture of Serbia is financially incapable of investing 
in new technologies, equipment, knowledge and innovations and, consequently, its 
competitiveness is seriously impaired, not only in international but domestic market 
as well. Surely, financial mix in the sector of agriculture is significantly different 
from the financial mix in other industries, due to certain specificities (Veselinović, 
Drobnjaković, 2014). The last step in ratio analysis is drawing conclusions about 
causes and consequences of liquidity “dry-ups”, extreme liquidity, peak profitability, 
bottom-line profitability, slow and accelerated turnovers, and other aspect of “pyramid 
of financial indicators” (Malešević, 2013).
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According to some authors, the sensitivity analysis shows that the agricultural 
productivity is responsive to the increase of total operating costs, the decrease in 
average price, the decrease in total production, as well to the increase in the discount 
rate. Consequently, farmers should improve their equipment and allocate rationally the 
inputs to improve the profitability of agricultural investments (Maniriho, Bizoza, 2013).

Financial report analysis

In our financial analysis, we have used common methods and techniques for analyzing, 
namely: horizontal analysis, vertical analysis, ratio analysis, analysis of net working 
capital, debt ration analysis. Material assumptions of analyzes are based on providing 
usable data of the financial statements. Only usable financial statements are those which 
are free of bias and offer adequate basis for financial analysis. The accounting analysis 
is the analysis of historical data that financial analysis puts in relations to assess future 
trends in the company and ability to generate money.

It’s important to determine:
1.	 Actual value of assets, that is, how much of Land, Building and Equipment actually 

belongs to owners and how much is still funded by another’s resources. 
2.	 Are company assets generating profit.
3.	 Is company exposed to financial risk in business. 
4.	 Direct influences on enterprise profit as one of the basic tenets of its operations. 

Horizontal analysis

In our research, we have conducted a comparative horizontal analysis of these 
enterprises basic categories of balance sheet and income statement for the past 5 years 
with special reference to the indicators for years 2012 and 2013.
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Table 1. Horizontal and vertical analysis of assets of the balance sheet

Source: Calculation of author

Table 2. Horizontal and vertical analysis of liabilities and equity of the balance sheet

Source: Calculation of author

PP Ratkovo fixed assets remained unchanged throughout the observation period, but the 
current assets increased through conversion of profit to current assets. Current assets 
increased the most in the enterprise Ratkovo Ltd. (by 33%), while all enterprises of 
Agribusiness partner group recorded a fall, an average of 9.25%.Fixed assets, in relation 
to year 2009, decreased in all companies of Agribusiness partner group and it is obvious 
that in the company PP Sombor in 2009 and 2010 there was a sale of part of fixed assets 
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and converting to current (which resulted in lower income base). Positive changes in 
equity (capital) observed in the last two years have occurred in all companies.

The main difference in the operations of these enterprises in the period of the last two 
years has occurred with the liabilities of PP Ratkovo by managing to reduce its long-
term liabilities by 59%, and its short-term liabilities by 2%, thus the company has 
strengthened its ownership structure and showed that its structure of fixed and current 
assets should be an example of management of agricultural enterprises.

Already in this comparative horizontal analysis of listed companies is obvious that the 
assets and liabilities increased at Ratkovo doo. Structure of sources is repaired and total 
enterprise value increased.

For enterprises of Agribusiness partner group, there was a positive change in the 
structures of the source of funds, but there has been a reduction in the overall value of 
the enterprise which is a negative trend, and therefore must be halted.

Table 3. Horizontal and vertical analysis of the income statement 

Source: Calculation of author
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In the Horizontal analysis of the Income Statement of listed companies in addition 
to the basic categories of total revenue and total expenditure and hence achieved net 
profit we have included two additional indicators of business performance EBIT and 
EBITDA.

This indicator (EBIT) tells us about earning power of company and therefore we gave 
this indicator special emphasis so we could recognize within observed agricultural 
companies of primary agricultural production location where a fundamental difference 
in the achievement levels of corporate profits emerge.

In our study, special attention was paid to finding the cause of achieving different levels 
of profit in the observed company.

All considered enterprises are 2009 years before the takeover by the current owners 
had negative EBIT and EBITDA. Over the years earnings involvement in operating 
income has increased but not in proportion and not as progressive within all surveyed 
companies.

In order to accurately conclude the reasons for the EBIT and EBITDA different trends 
and different involvement in operating income, we did percentage involvement of 
material costs compared to operating income and the impact of the cost of wages 
salaries and other personal expenses compared to total income.

Enterprise PP Ratkovo succeeded to convert negative EBIT (-21%) from2009 into a 
stable positive EBIT margin of 23% in both 2012 and 2013 which at the moment can 
be called the most desirable margin in ordinary course of business in agriculture and 
especially when you add to that the company did a serious depreciation of existing 
assets in the last two years, which allowed EBITDA to reach 32%; this can be treated as 
a model for other companies observed categories. Share of material costs in operating 
income was 48% in 2009 and then recorded a steady decline with 34% in 2012 down to 
29% in 2013 which can be considered as an ideal material share of production costs in 
agricultural production. The share of wage costs decreased from 22% in 2009 to12% in 
2012 and in 2010 to an amazing 10%. These are remarkable results of operations aimed 
at realizing a large profit from continuing operations of agricultural enterprises. Within 
enterprises of Agribusiness partner group situation has also improved, but not nearly as 
in PP Ratkovo.		

If we know that the share of wages in operating income of PP Ratkovo is 10% it is 
difficult to comment on the share of wages in total income of 28% (which is average 
of the group) and it is certain that this cannot be a long-term sustainable category. 
Certainly in the material cost and in payroll expenses Agribusiness partner group must 
react quickly and reduce this share, or absolutely redact these categories or increase 
business revenue.

An additional space for improvement in addition to this reduction could be found in the 
reduction of other operating expenses and the acquisition value of the sold goods since it 
is apparent that the enterprise is engaged in transit goods sales beside primary production.
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Vertical analysis

Vertical analysis of structure of assets in companies PP Ratkovo doo shows fixed assets 
is in 2012 as 73.1% and in the year 201367.5% of the total assets. By increasing current 
assets, company Ratkovo doo defines its asset structure in such a way that it brings 
the greatest profit. Within company PP Miletić property and PP Feketić share of fixed 
assets in the overall structure of the active can be considered theoretically stable while 
in the companies PP Sombor and PP Vojvodina, where the structure of assets increases 
the share of fixed assets but in the final structure for the reporting year reached only 
23% involvement, which means that these companies deal, in addition to primary 
production, with trading activities.

In the liabilities and equity structure of the PP Ratkovo capital is 95.4% in 2013 which 
means that all of fixed assets are covered from own resources (capital) and they are 
indeed the owners of the resources and here are current assets covered by long-term 
sources and this strives to an ideal structure. PP Ratkovo can be seriously indebted 
and get into a serious investment, since it does not rely on business partners. In the 
companies of Agribusiness partner group the situation is worse and could be defined in 
the following way.

In the company PP Miletić capital in 2012 had a share in total liabilities of 31.7% and in 
2013 structure had positive changes despite the decrease in total liabilities, share capital 
increased to 47.2%. It is clear that there is the great dependence in company PP Miletić 
to suppliers and other creditors, but the company has a good tendency and rapid ability 
to adapt to this structure so that it can generate maximum profits.

In enterprise PP Feketić situation is drastically worse - share of capital in total assets 
structure is increased from 26% to 29.1%, but this is too low level of capital. The 
company is affected by the pressure of suppliers and other creditors and this drastically 
affects the performance of the company. Business owners do not own even 30% of the 
total value and the company must take urgent actions to stabilize the situation. If we 
add to this that from its own assets and long-term liabilities company does not cover 
the fixed assets but instead have used credits from the costly short-term sources, it is 
clear that these categories have drastic effect on the level of operating costs and thus on 
generating healthy profit level in company.

For enterprise PP Sombor and PP Vojvodina situation is more stable. Fixed assets are 
covered by their own capital (golden rule) and therefore created the opportunity for 
increased profitability. The structure of the sources is stable and allows the owners of a 
lot of security in enterprise management.

For enterprise PP Vojvodina Bački Brestovac share of capital in the structure of funding 
sources has also increased over the last two years. If we add that fixed assets are fully 
covered by this, we see that the structure gained a particular security. Comment in 
the last two observed companies is that, in our opinion, in agriculture the primary 
agricultural production, share of fixed assets in the total assets of the enterprise is 
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low. The two enterprises, based on structure of assets, looks more like a trade sized 
enterprises than on enterprises with primary agricultural production in their own areas.

In the observed companies short-term liability share is too high and that means that 
companies are operating under very expensive market conditions because is funded 
with short-term sources. In the vertical analysis of the income statement we should put 
all elements (cost of goods sold, profit, net profit, general expenses) in relation with the 
value of the total revenue.

Total expenditure and net income does not make total revenue in our table because we 
haven’t show the category of income taxes.

Ratio analysis

It’s important to determine aim of the analysis in which indicators will have purpose. In 
analysis of the financial reports through ratio indicators standards which are used are: 
knowledge and experience of the analyst, comparison of the branch average values, 
historical data and comparison of planned values with determined standards.
The emphasis is on the comparative analysis where will be used: liquidity ratio, debt 
ratio, activity ratio, profitability ratio. All analysis is for the purpose of perception of 
their importance for achieving the best results for observed companies.

Liquidity ratio

Liquidity indicators are intended to show the company’s ability to service its payment 
obligations to pay, while maintaining the necessary structure of assets and the 
preservation of good credit solvency.

Table 4. Liquidity ratio

Source: Calculation of author

Enterprise PP Ratkovo has increased from 2009 almost 5 times current ratio and now is 
five times higher than normal ratio; it is obvious that company is able to fully manage 
its liquidity and to settle all obligations on time to its creditors so they do not have to 
worry about the claims settlement. PP Ratkovo achieves best market conditions and 
creditworthiness and thus has a very positive effect on reducing production costs and 
other costs and increase profits.

For enterprises PP Miletić situation is drastically different, even though ratio has 
tendencies of growth it is still on the level where the company has difficulties to pay 
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its obligations and where suppliers are using stronger prices trying to compensate for 
uncertainty in the collection of receivables, so the company does not have the ability to 
realize additional benefits in the market resulting from the stable liquidity.

PP Feketić has major liquidity problems with the settlements to suppliers and creditors. 
Fact that only 78% of its short-term obligations can pay from its own funds indicates that 
at any moment it can block the accounts of companies that do not meet its obligations. 
Its protective factor is the size of the group, because with such liquidity company can’t 
maintain regular work for long.

Company PP Sombor in last two years has a stable liquidity ratio that meets defined 
norms and far above the average of the group in which it operates. It has a potential to 
be a carrier of the market withdrawal group and try to achieve basic market conditions 
at the supplier.

PP Vojvodina in the last five periods of the observed time span has improved overall 
liquidity ratio, and in that light advice would be to make procurements through group 
carrier which would improve its market position as well as profitability. To be even 
safer in the liquidity of these companies we will implement more stringent test.

Quick (acid test) ratio

For enterprise PP Ratkovo fast current ratio is above the normal limits and even records 
very distinct growth in the last two years. This fact gives the company a great maneuver 
market space and the opportunity at any time to obtain all the materials and necessary 
working capital in order to achieve the best possible profit.

Table 5. Quick (acid test) ratio

Source: Calculation of author

On the other hand the companies in Agribusiness partner situation are very similar with 
previous general liquidity ratios and companies are denied the opportunity to achieve 
additional financial benefits on the market. Enterprises PP Sombor and PP Vojvodina 
Bački Brestovac have very fair quick ratio while in the company PP Miletić and PP 
Feketić quick liquidity ratio indicates that the companies are in the current liquidity 
problems and that can cause extension in settling obligations to suppliers which has 
consequences on the income statement and increasing costs.
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Looking into the company’s liquidity through the liquidity ratio it is obvious that all 
companies are not the same and various analysts perceive this ratio differently which 
affects companies profitability directly and indirectly. 

1.	 PP Ratkovo leads good policy of its own liquidity. In companies PP Sombor i 
Vojvodina BB indicators are at the level of the prescribed standards of business 
and enterprises PP Miletic should change their structure of short-term liabilities 
into long-term and PP Feketić must increase capital in relation to obligations thus 
provide the company long-term or own sources of funding because its solvency is 
threatened and thus profitability.

2.	 Owners of company PP Ratkvo are satisfied, the company will operate without 
the liquidity problems, PP Ratkovo has favorable conditions for the development. 
Enterprises PP Sombor and PP Vojvodina BB situation is that companies can operate 
regularly without any particular problems with liquidity. Company PP Feketić must 
immediately modify the liquidity policy and owners must add their own capital or 
establish partnership with someone who will do it. At PP Miletić enterprises owners 
and management must conduct restructuring by converting part of the short-term 
liabilities into long-term.

3.	 Creditors and business partners companies PP Ratkovo do not have to worry about 
their claims - they will be paid in full amount, while creditors of Agribusiness 
partner groups must decide to collect receivable payments in a way that does not 
jeopardize liquidity of companies. From PP Sombor and PP Vojvodina it can be 
expected to pay with some degree of delay while in the PP Miletić and especially 
PP Feketić receivables can be collected through compensation, assuming the claims, 
assignment etc.

4.	 Banks will without trouble offer liquidity loans and investments to the company 
PP Ratkovo while enterprises in Agribusiness groups will have to be considered 
together and as such be treated with careful defined credit policy, which will 
certainly have a price.

Debt ratio

PP Raktovo is financed with its own capital. Company PP Miletić in 2009 had a share 
of liabilities of 65% and in the selected period managed to reduce it to 54%. The 
company PP Fektetić has a substantial share of liabilities in total assets. The share of 
liabilities in the overall structure of the source has a market price which directly affects 
the profitability of the company. In enterprises PP Sombor and PP Vojvodina BB there 
has been a reduction in liabilities and total debt went in PP Sombor from 39% in 2009 
to 28% in 2013. In the company PP Vojvodina ratio dropped from 73% in 2009 to 39% 
in 2013.
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Time repayment obligation

One of the key issues in any business enterprise is how much time it takes to pay off all 
existing debts and it is calculated as the period of repayment.

If it is greater than 4, or if you need more than four years to pay off the debts, the 
management in company must respond and must reduce obligations or increase 
EBITDA, which means that it must increase profitability by reducing costs or increasing 
revenues by using the same capacity.

Using EBITDA in relation to total liabilities for PP Rakovo it takes only 5 months; 
for PP Miletić is a necessary period of 3.5 years which is also very acceptable. In 
PP Sombor necessary period to settle all obligations is 4.5 years which can also be 
considered acceptable while the PP Vojvodina required period of 7.5 year which is not 
good and should react. On the other hand PP Feketić need more than 9 years, which 
is an alarming situation and in case that does not respond quickly or add their own 
capital which would settle the obligation, or increase EBITDA enterprise will fall into 
existential problems.

Activity ratio

Indicators of asset turnover ratio shows that the company PP Ratkovo less efficiently 
invests business asset and that every penny invested in operating assets generate 
smaller revenues from sales. In enterprises of Agribusiness group explanation can be 
easily found by looking at the structure of company’s property or perhaps ways of 
valorization fixed assets through accounting.

To be able to make clearer conclusions about the effectiveness of doing business we 
will look at turnover ratio of inventories to determine whether the physical inventory 
increase was caused by financial conceived project management, attempts to influence 
the operating results or the inability realization of inventories. In the company PP 
Ratkovo it’s obvious that they control turnover and time of inventory sales which 
results in reduction of total turnover but increase in profitability.

To be able to fully comment on the inventory turnover we will also look and how many 
days are stocks related (days in inventory)

Inventory turnover ratio and days in inventory is certainly different and we will 
comment in such matter considering we are dealing with agricultural enterprises 
engaged in primary agricultural production and other businesses. It is a known fact 
that rates of inventory turnover and the less number of days in inventories period are 
recommendations of good practice. But in our case, we start from the following facts.

These are enterprises of the agricultural sector, which has a long production cycle and the 
specific purchase of agricultural products at the end of the production cycle. Selling products 
at this time will achieve the best turnover ratio but the question is whether it achieves the 
best prices. Profit and profitability of agricultural enterprises may tell us that the sale of its 
finished products most important category for profits in agricultural enterprises.
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Since in out observed companies an example of PP Ratkovo show us that it has the best 
structured sources of funds with which generates the best financial results but has worst 
asset turnover ratio, but also has good days in inventory at 249 days, which means that 
it can choose moment of sales for its finished products and thus making the best results. 
Looking at businesses in Agribusiness partner group we can see that they do not have 
overall control of the moment of selling their products but rather sell them when they 
have to repair liquidity but this does not create best market conditions which directly 
influence the profitability and level of income.

Table 6. Inverse proportion between turnover ratio of inventories, EBIT and EBITDA, 
profit margin and ROA

Source: Calculation of author

Accounts receivable collection period (day’s sale outstanding)

This indicator shows in which period the claims are collected from suppliers and when 
you compare that with days in inventory and billing of customers we can see it from 
whose funds the company is mainly funded during the year.

If that is put in relation with the number of days in the year, we can see that the company 
PP Ratkovo accelerates payments of their claims so during the last two years with 114 
days dropped to 67.
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In companies of Agribusiness partner groups, we can conclude that there are major 
problems in collecting receivables. The company PP Miletić debt collection with more 
than one year decreased to 296 days, which is stable in the group, but this collection is 
not recommended. Other group companies have even less turnover ratio of suppliers 
so that in the PP Sombor in 2013 it is 811 days, which means compensation were made 
but were not implemented or company doesn’t have control in debt collection. I think 
companies of Agribusiness partner groups must absolutely consider the business of the 
whole group in the collection of receivables as well as booking of these data, because at 
the current state it creates impression that they don’t have the control in the collection 
of receivables and thus the impact on liquidity and profitability.

Profitability ratio

Gain and loss are the result from the commitment and sources of funding. If the means 
and resources are used efficiently the firm is making a profit if you do not there is 
business loss. When the profit (in case of we do not have anything to interpret) is put 
in relation with the resources that are engaged in their creation we can get different 
indicators of profitability. Some researchers recommend that corporate entities should 
not pursue extreme liquidity policies at the expense of their profitability, i.e. they should 
strike a balance between the two performance indicators (liquidity and profitability) 
(Chukwunweike, 2014).

Having reflected upon indebtedness impact on the profitability of domestic companies 
prior to and after the financial crisis, some authors concluded that the impact of financial 
leverage on the business results had continuously been diminished. In order to avoid 
over-indebtedness, companies are forced to reduce financial leverage, which influences 
a considerable fall in profitability (Račić, Barjaktarović, Zeremski, 2011).

Profit margin

The examples above show that the agricultural activity of primary agricultural 
production, depending on harvest and price, profit margin can be very stable category.

In the example of PP Ratkovo profit margin of negative trend, i.e. great loss in 2009, but 
managed to regain stable profit margin at the level of 26.8% and 24.2% achieved in the 
last two observed years of business and that demonstrates that the company is working 
very well and making a profit.

In the case of PP Miletić, we can say that in the last two years profit margin also 
stabilized and reached a certain average, and that at this rate firm may continue to work 
and in the coming period it will remove all the problems addressed in the structure of 
sources and create a considerable profit.

For enterprises PP Fektetić negative profit margin was also recorded in 2009 and 2010 
and even after that company failed to achieve an adequate financing structure and the 
production costs are so great that brings presence of company in the appropriateness 
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of the profit margin of 6.9% in 2013 in agricultural production, therefore the company 
cannot move forward.

PP Sombor also cannot stabilize their profit margin, and must identify objective reasons 
for such business as it seriously deviates from the average of both companies in group 
and in comparison with stable PP Ratkovo.

PP Vojvodina has the possibility of adjusting the input and output categories to stabilize 
the business and improve its profit margins, which in the last two years shows that there 
has been progress, but not enough for such an enterprise.

Return on assets (roa)

Company PP Ratkovo has a stable rate of return on business assets- over the past two 
years ROA has stabilized at over 7% while the at Agribusiness partner group positive 
influence has occurred in the company PP Miletić, which in the past two years has 
stabilized rate of return on operating assets, while in other companies from the group, 
this rate of growth is not enoughand would have to stabilize it in the future.

Return on equity (roe)

Is also one of the important indicators of the profitability of the company and refers to 
the yield of own capital (equity).

In our case, it is very important to remember the indicators of financing, and that can 
tell us that PP Ratkovo has share of capital in the financing of 95% in 2013 which 
effects on roa realistic projection.

Conclusion

1.	 Through comparative financial analysis of five surveyed companies of the same 
branch and activities with practical application of methods and techniques we 
concluded that all of the techniques in its domain indicated that the company 
PP Ratkovo operates more stable and closer to the anticipated standard and each 
element has better indicators than enterprises in Agribusiness partner group. 
Through horizontal and vertical analysis, it was concluded that companies use 
expensive external sources of funding. We have precisely defined in which part of 
the cost the largest differences occur and what are optimal days in inventory which 
affects directly profitability of the agricultural companies.

2.	 Companies in Agribusiness group, in order to have a clear situation and could keep 
track of the business, each of them must cleanse internal relations with mutual 
posting and revaluation of fixed assets as they should be aware that the balance 
sheet and income statement are public available categories and that each analyst 
has access to their financial reports. To improve profitability we must conduct 
financial consolidation for companies in the field of source changes and funding 
structures, eventually delayed at which we individually defined for each enterprise. 
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The company PP Miletić should at least change the structure of the short-term 
obligations and commitments and turn into a long-term under favorable conditions. 
Company PP Feketić should make a specific plan of reorganization. Situation could 
lead to the point where the other firm or the owners have to save this enterprise 
with recapitalization. In PP Sombor it is essential to stop the decrease in assets and 
stabilize the situation between fixed and current assets because it is obvious that the 
PP Sombor trade most of all members in Agribusiness partner group. PP Vojvodina 
Bački Brestovac has good conditions to conduct positive business in the future 
period to compensate for declining assets. 

3.	 In this research, the author has proved the general and partial hypothesis. A general 
assessment of five choosen agricultural companies was conducted, and then, their 
financial performance was analyzed using Financial Statement Analysis, Percentage 
Method, Trend Analysis and Ratio Analysis techniques with the aid of financial 
statement for the period of 2009-2013. Financial analysis is an indispensable part 
of the decision making process in agriculture, but adequate interpretation of the 
obtained results is only possible in the proper context (it is necessary to take into 
account the specific characteristics of agriculture). It is also necessary to take into 
account the historical data limitations.
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UZROCI RAZLIČITE PROFITABILNOSTI POLJOPRIVREDNOG 
SEKTORA

Branko Vučković2

Abstrakt

Identifikacija razloga različite profitabilnosti u sektoru primarne polljoprivredne 
proizvodnje urađena na studiji slučaja skoro identičnih poljoprivrednih preduzeća. 
Dokaz da finansijski mix i u okviru sličnih poljoprivrednih preduzeća dovodi do različite 
profitabilnosti.

Uporednom finansijskom analizom pet posmatranih preduzeća iste grane, delatnosti  
i praktičnom primenom metoda i tehnika smo konstatovali   da su   sve tehnike u 
svom domenu ukazivale da   jedno preduzeće, PP Ratkovo, posluje stabilnije i bliže 
predviđenim normama i u svakom elementu ima bolje pokazatelje od druge grupe 
preduzeća. Horizontalnom i Vertikalnom analizom je konstatovano da preduzeća 
Agribusines partner group koristi skupe tuđe izvore finansiranja. Precizno smo definisali 
u kom segmentu troškova se javljaju najveće razlike i koji su razlozi da PP Ratkovo 
u poslednje dve godine   ispolji odličnu profitabilnost, merenu po svim kriteijumima, 
EBIT, EBITDA, NETO DOBIT, kao i odličnu stukturu materijalnih troškova i troškova 
plata u okviru poslovnih prihoda i razloge zašto to nisu uradila preduzeća Agribusines 
partner group.

Ključne reči: Profitabilnost, Poljoprivredni sektor, Finansijska analiza.
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