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The article evaluates the development of selected activity indicators in period of years
2004-2011 in Slovak agricultural enterprises. The time horizon represents the period of years after
the accession of the Slovak republic into the European Union. From the nature of the agricultural
arises its lower activity in comparison with industry. Contrary to other activity indicators which
development was worsening during the period, DSO of trade receivables has the improving trend
in selected companies in comparison between year 2004 and 2011.
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Introduction

Activity indicators, as a part of the analysis of the overall financial situation of
the company, reflect how effectively company uses its assets. (Serencés, P. —
Toth, M. — Cierna, Z. — Rabek, T. (2010)). Appropriate use of company’s
property is requirement of the consolidated financial situation. Insufficient use of
the property is also inadequate as the situation when company has “too much”
property, notes Zalai, K. et al. (2006).

According to Seren¢és, P. — Téth, M. — Cierna, Z. — Rabek, T. (2010) positive
period of development in indicator total assets turnover ration are years before
entering Slovak republic into the European Union. After the entering SR into the
EU the development of the indicator is decreasing. In context with effective use
of total assets it means agricultural enterprises should try to raise sales and then
decrease level of assets.

One of our strengths is the low value of liabilities. It means low performance in
production and low indebtedness when our companies use mostly own capital.
These specified financial comparisons confirm weak positions of our agricultural
enterprises in field of performance and also low level of modern sources.
(Grznar, M. — Foltinova, A. (2008).

Aims and methods
The paper evaluates the development of selected activity indicators in period of

years 2004-2011 in Slovak agricultural enterprises. The time horizon represents
the period of years after the accession of the Slovak republic into the European
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Union. There was used the database from The Research Institute of Agricultural
and Food Economics (RIAFE). The base of data for activity indicators were data
from the Balance sheet and the Income statement. The aggregated values as
entrance data for activity indicators are listed in the table 1 and 2.

Table 1. Aggregated values as entrance data for activity indicators from the
Balance sheet in thousands Euros

. Short-term Short-term Short-term Short-term

Year Total Inventories receivables tr.ade liabilities . tr?ulie.
assets (1) (€29) (46) receivables (106) liabilities

(47 (107)
2004 | 2,662,880 596,692 333,643 294,572 484,679 327,075
2005 | 2,905,546 622,715 388,721 329,945 535,891 384,328
2006 | 2,816,869 580,447 395,524 281,910 482,494 332,535
2007 | 3,069,738 631,453 484,581 320,285 608,193 407,898
2008 | 3,268,559 686,744 476,677 298,156 598,061 404,706
2009 | 3,285,525 613,500 480,931 283,337 622,186 387,302
2010 | 3,099,065 578,415 430,466 273,401 586,498 359,107
2011 | 3,139,678 633,283 458,115 296,755 575,622 368,862

Note: 1, 31, 46, 47, 106, 107 — the number of the row in the Balance sheet in year 2011
Source: RIAFE, own calculation

Table 2. Aggregated values as entrance data for activity indicators from the
Income statement in thousands Euros
Revenues
. Taxes
Revenues from from own Production Personal
Cost of . and
Year | sales of goods oods (2) products consumption costs focs
(N g and services ®) total (12)
5) a7
2004 179,242 155,309 1,274,276 1,072,602 370,638 | 26,675
2005 252,014 217,846 1,383,784 1,183,323 397,122 | 30,333
2006 195,140 168,807 1,293,399 1,092,585 391,367 | 30,889
2007 288,098 252,387 1,400,224 1,175,047 416,258 | 31,381
2008 313,626 278,549 1,383,495 1,253,910 | 419,086 | 33,062
2009 234,817 208,923 1,130,181 1,018,719 391,145 | 32,943
2010 223,294 196,037 1,146,785 973,249 364,181 | 31,447
2011 289,342 251,647 1,320,313 1,111,821 366,465 | 30,859
Depreciation Sales of Revenues from
and fixed Other evenues Iro Interest
. . sales of
Year | adjustments of | assets and | operating . costs
. securities and
fixed assets material costs (23) shares (27) (39)
(18) (19)
2004 193,026 92,737 46,965 2,811 21,437
2005 211,621 101,025 51,128 5,427 26,954
2006 217,212 111,988 46,775 6,386 30,979
2007 235,507 133,580 50,557 7,034 34,475

132



2008 258,821 116,236 44,800 12,241 41,328
2009 281,860 105,437 48,288 1,735 35,008
2010 284,181 95,982 39,461 1,174 31,089
2011 276,006 107,257 38,159 1,868 32,353

Note: 1, 2, 5, 8, 12, 17, 18, 19, 23, 27, 39 — the number of the row in the Income
statement in year 2011
Source: RIAFE, own calculation

The selected activity indicators were: total assets turnover ratio, days sales
outstanding (DSO) of total assets, DSO of inventory, DSO of receivables, DSO
of trade receivables, DSO of short term liabilities and DSO of short-term trade
liabilities.

Total assets turnover ratio

Total assets turnover ratio is a ratio indicator that assesses the intensity of use of
total assets. It is better that company needs less property to generate revenues.
The numerator of the formula includes revenues from the sale of goods, own
products and services and revenues from the sales of fixed assets and revenues
from the sales of securities and shares.

Sales (rowsin 1§1,5,19,27)
Total assets turnover = - [1]
Total assets (rowin BS1)
Note: rows in IS — rows in the Income statement in year 2011; row in BS —

row in the Balance sheet in year 2011

DSO of total assets

Days sales outstanding of total assets are an expression of total assets turnover in
days. It can be interpreted as the number of days required to turn all of the assets
of all company sales.

Total assets (rowin BS 1)
Sales (rowsin151,5,19,27)

DSO of total assets = { } *365days [2]

DSO of inventory

Days sales outstanding of receivables represents the time in days that company
needs to use its inventory. Ratio can be measured either in respect of costs or
revenues. We measured the DOS of inventory in respect of revenues from the
sale of goods, own products and services.

Inventory (rowin BS 31)
Sales (rows in IS 1and 5)

DSO of inventory = { } *365days [3]
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DSO of receivables

A days sale outstanding of receivables is an indicator that shows average time
for which the company collects its receivables in the current year. In calculation
this indicator we take into account short-term trade receivables to revenues from
the sale of goods, own products and services. Lower values of this indicator are
in theory better than higher values.

short — termreceivables (rowin BS 46)
Sales (rows in IS 1and 5)

DSO of receivables = { } *365days

(4]

DSO of trade receivables
Separately, we examined the days of outstanding of trade receivables. In the
numerator of formula we take into an account only trade receivables.

trade receivables (rowib BS 47)
Sales (rowsin IS a and 5)

DSO of tradeindicator = { } *365days

(3]

DSO of short-term liabilities

Days sales outstanding of short-term liabilities evaluates the average time of
payment liabilities in relation to the company‘s costs. It is better when the time
is shorter. The company is credible for partners.

Short — term liabilities (rowin BS106)
Costs (rowsin 18 2,8,12,17,18,23,39)

DSO of short — termliabilities = { } *365days

(6]

DSO of short-term trade liabilities
We focused also on days sales outstanding of short-term trade liabilities in
relation to the costs.

Short —termtradeliabilities (rowin BS107)
Costs (rowsin 1S 2,8,12,17,18,23,39)

DSO of short —termtradeliabilities = { } *365days

[7]

Research results and discussion

From the nature of the agricultural arises its lower activity in comparison with
industry. The reason is the length of the production process as well as the
relatively low value of the products due to low of the production.
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Total assets turnover ratio
The results of the total assets turnover ratio indicator are summarized in the table 3.

Table 3. Descriptive characteristics for the total assets turnover ratio in years
2004-2011

Year 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 2011
upper decile | 1.282 | 1.246 | 1.260 | 1.241 | 1.083 | 0.860 | 0.941 1.048
upper 0.867 | 0.799 | 0.803 | 0.826 | 0.722 | 0.590 | 0.623 0.724
quartile
average 0.690 | 0.656 | 0.635 | 0.649 | 0.588 | 0.472 | 0.494 0.572
median 0.563 | 0.516 | 0.523 | 0.547 | 0.494 | 0.385 | 0.417 0.487
lower 0388 | 0342 | 0324 | 0340 | 0317 | 0229 | 0248 | 0.292
quartile
lower decile | 0.268 | 0.213 | 0.193 | 0.192 | 0.193 | 0.141 | 0.142 0.170

Source: RIAFE, own calculation

For the values of the total assets turnover ratio in year 2011 can be stated:
e 10% of companies with the best total assets turnover ratio reached the
values 1,048 and more (upper decile).
e 25% of companies with the best total assets turnover ratio reached the
values 0,724 and more (upper quartile).
e Average value of the total assets turnover ratio in selected companies
reached the level 0,572 (average) in year 2011.
*  50% companies reached the values of the total assets turnover 0,487 and
less and 50% companies reached values 0,487 and more (median).
e 25% companies with the worst values of the total assets turnover ratio
reached values 0,292 and less (lower quartile).
e 10% companies with the worst values of the total assets turnover ratio
reached values 0,170 and less (lower decile).
The results of the total assets turnover ratio in time show a decreasing intensity
of the use of the total assets. It is result of the increasing level of the total assets
and stagnant respective decreasing sales. It represents that agricultural sector is
less active in comparison between years 2004 and 2011 in sense of realization its
production in form of sales in relation to assets. However, from 2009 to 2011 is
possible to identify a clear growing trend. This growing trend did not eliminate
the decrease in comparison with the year 2004. The reason of this development
was extremely negative year 2009.

DSO of total assets

The results of this indicator are necessary to interpret in reverse. We prefer
higher values in the total assets turnover indicator. In case of the DOS of total
assets company prefers lower value of this indicator. The results of the Slovak
agriculture are in the table 4.
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For the values of DSO of total assets in year 2011 can be stated:

10% companies with the worst DSO of total assets reached values
2143,2 days and more (upper quartile).

25% companies with the worst DSO of total assets reached the values
1251,8 days and more (upper quartile).

Average value DSO of total assets in selected companies reached in year
2011 level 1056,7 days (average).

50% companies reached values of DSO of total assets 750,1 and less and
50% companies reached 750,1 and more (median).

25% companies with the best value of the DSO of total assets reached
values 504,4 days and less (lower quartile).

10% companies with the best value of the DSO of total assets reached
values 348,3 days and less (lower decile).

Table 4. Descriptive characteristics for the DSO of total assets in years 2004-
2011
Year 2004 [ 2005 [ 2006 [ 2007 [ 2008 [ 2009 | 2010 [ 2011

upper decile | 1362.2 | 1713.3 | 1887.9 | 1904.3 | 1894.0 | 2586.5 | 2578.0 | 2143.2
upper 941.5 | 1067.9 | 1125.8 | 1073.2 | 1152.6 | 1596.1 | 1469.0 | 1251.8
quartile

average 781.7 | 932.4 | 973.7 | 943.4 | 1006.1 | 1338.7 | 1253.1 | 1056.7
median 6482 | 707.4 | 697.9 | 667.3 | 7384 | 947.4 | 874.7 | 750.1
lower 421.1 | 4567 | 4543 | 4418 | 5053 | 619.1 | 585.8 | 504.4
quartile

lower decile | 284.7 | 293.0 | 289.7 | 294.2 | 337.1 | 424.6 | 387.8 | 3483

Source: RIAFE, own calculation

DSO of inventory

The results of the DSO of inventory are in the table 5. For indicator DSO of
inventory is the same rule as for the DSO of total assets that company prefers
less value of the indicator.

For the values of DSO of inventory in year 2011 can be stated:
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10% companies wit the worst DSO of inventory reached values 445,3
days and more (upper decile).

25% companies with the worst DSO of inventory reached values 267,5
days and more (upper quartile).

Average value of DSO of inventory in selected companies reached in
2011 level of 221,3 days (average).

50% companies reached values DSO of inventory 163,4 days and less
and 50% companies reached values 163,4 and more (median).



25% companies with the best DSO of inventory reached 101,1 days and
less (lower quartile).

10% companies with the best DSO of inventory reached 53,6 days and
less (lower decile).

Table 5. Descriptive characteristics for the DSO of inventory in years 2004-
2011
Year 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
upper decile 319.7 | 361.0 | 373.0 | 348.6 | 419.1 | 473.9 | 449.7 | 4453

upper quartile 236.0 | 237.1 | 2394 | 208.1 | 2640 | 3004 | 279.8 | 267.5

average

183.4 | 181.5| 190.1 174.6 | 2123 | 240.6 | 231.0 | 221.5

median

163.8 | 1613 | 1572 | 144.6 | 1685 | 188.1 | 1794 | 163.4

lower quartile 102.4 84.4 87.1 82.3 99.7 | 103.9 | 1043 | 10I.1

lower decile 50.6 273 29.1 30.0 40.6 39.7 47.8 53.6

Source: RIAFE, own calculation

DSO of receivables

The results of the indicator show the table 6. For the values of DSO of
receivables in year 2011 can be stated:

10% companies with the worst DSO of receivables reached values 334,7
days and more (upper decile).

25% companies with the worst DSO of receivables reached values 150,3
days and more (upper quartile).

Average value of the DSO of receivables in selected companies reached
in 2011 level 142,2 days (average).

50% companies reached values DSO of receivables 75,1 days and less
and 50% companies reached values 75,1 days and more (median).

25% companies with the best DSO of receivables reached values 41,7
days and less (lower quartile).

10% companies with the best DSO of receivables reached values 21,3
days and less (lower decile).

Table 6. Descriptive characteristics for the DSO of receivables in years 2004-
2011
Year 2004 2005 2006 2007 2008 2009 2010 2011

upper decile | 160.0 | 201.0 | 256.8 | 277.5 | 257.1 | 4173 | 3463 | 3347

upper 103.9 | 1254 | 139.0 | 151.8 | 1463 | 196.0 | 179.9 | 150.3
quartile

average 81.6 | 99.8 | 1215 | 1357 | 125.1 | 179.9 | 152.7 | 1422
median 644 | 735 | 760 | 917 | 846 | 99.1 | 942 | 75.1

lower 385 | 444 | 444 | 543 | 455 | 52.8 | 488 | 417

quartile

lower decile | 19.8 26.2 23.5 22.4 233 26.4 25.1 213

Source: RIAFE, own calculation
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The DSO of receivables has increasing trend. It was caused by rising level of the
receivables and by staging respective decreasing level of the sales. This indicator
also shows decreased activity of the sector and slight improvement after the year
20009.

DSO of trade receivables
The results of the indicator are summarized in the table 7. For the values of DSO
of trade receivables in year 2011 can be stated:
e 10% companies with the worst DSO of trade receivables reached values
138,1 days and more (upper decile).
e 25% companies with the worst DSO of trade receivables reached values
83,3 days and more (upper quartile).
e Average value of the indicator DSO of trade receivables reached in
selected companies reached in 2011 level 66,3 days (average).
e 50% companies reached values of the DSO of trade receivables 49,1 and
less and 50% companies values 49,1 days and more (median).
e 25% companies with the best DSO of trade receivables reached values
26,8 days and less (lower quartile).
e 10% companies with the best DSO of trade receivables reached values
8,0 days and less (lower decile).

Table 7. Descriptive characteristics for the DSO of trade receivables in years
2004-2011

Year 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
upper decile | 132.6 | 152.5 | 1359 | 1364 | 1303 | 157.6 | 153.8 | 138.1
upper 90.1 | 935 | 843 | 82.6 | 807 | 954 | 935 | 83.3
quartile
average 679 | 744 | 693 | 671 | 63.7 | 768 | 73.6 | 66.3
median 558 | 57.8 | 524 | 499 | 469 | 548 | 527 | 49.1
lower 315 | 331 | 314 | 290 | 251 | 299 | 282 | 268
quartile
lower decile | 13.5 | 13.4 | 105 | 59 7.9 82 | 107 | 80

Source: RIAFE, own calculation

In contrast to other indicators which development was worse in period of years
2004-2011, DSO of trade receivables has better development in agricultural
sector in comparison between 2004 and 2011 (median 2004 versus median
2011).

DSO of short-term liabilities

Results of the indicator are shown in the table 8. For the values of DSO of short-
term liabilities in year 2011 can be stated:
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10% companies with the worst DSO of short-term liabilities reached
values 256,3 days and more (upper decile).

25% companies with the worst DSO of short-term liabilities reached
values 149,0 days and more (upper quartile).

Average value of the indicator DSO of short-term liabilities in selected
companies reached in 2011 level 113,4 days (average).

50% companies reached values of the DSO of short-term liabilities 78,4
and less and 50% companies reached 78,4 days and more (median).

25% companies with the best DSO of short-term liabilities reached
values 42,8 days and less (lower quartile).

10% companies with the best DSO of short-term liabilities reached
values 25,1 days and less (lower decile).

Table 8. Descriptive characteristics for the DSO of short-term liabilities in years
2004-2011

Year 2004 | 2005 [ 2006 [ 2007 | 2008 [ 2009 [ 2010 | 2011
upper decile | 240.5 | 270.8 | 232.3 [ 253.8 | 234.2 | 293.0 | 289.1 | 2563
upper 1453 | 1483 | 1387 | 151.1 | 1455 | 1822 | 168.3 | 149.0
quartile
average 1238 | 1327 | 1200 | 1334 | 1234 | 149.6 | 1347 | 1134
median 85.1 | 86.6 | 75.6 | 85.6 | 844 | 96.6 | 937 | 784
lower 476 | 456 | 414 | 463 | 456 | 537 | 488 | 42.8
quartile
lower decile | 27.9 | 245 [ 228 | 28.1 | 260 | 27.8 | 275 | 25.1

Source: RIAFE, own calculation

According to the table 8 can be stated that in agricultural sector in period of
years 2004-2011 DSO of short-term liabilities in the most companies was

shorten

(median in 2011 is less than median in 2004).

DSO of short-term trade liabilities

Results

of the indicator are shown in the table 9 and for the values of the DSO of

short-term trade liabilities in year 2011 can be stated:

10% companies with the worst DSO of short-term trade liabilities in
reached values 156,0 days and more (upper decile).

25% companies with the worst DSO of short-term trade liabilities in
reached values 92,1 days and more (upper quartile).

Average value of the indicator DSO of short-term trade liabilities in
selected companies reached in 2011 level 67,4 days (average).

50% companies reached values of the DSO of short-term trade liabilities
449 and less and 50% companies reached values 44,9 and more
(median).
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e 25% companies with the best DSO of short-term trade liabilities
reached values 19,3 days and less (lower quartile).
e 10% companies with the best DSO of short-term trade liabilities reached
values 6,9 days and less (lower decile).
For evaluation of the financial health of the company is also very important to
review the relationship between the indicators DSO of receivables and DSO of
short-term liabilities.

Table 9. Descriptive characteristics for the DSO of short-term trade liabilities in
years 2004-2011

Year 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
upper 149.5 | 167.5 | 1452 | 167.2 | 1551 | 191.2 | 183.5 | 156.0
decile
upper 90.6 | 973 | 897 | 1012 | 929 | 117.6 | 102.1 | 92.1
quartile
average 755 | 791 | 718 | 803 | 761 | 889 | 771 | 674
median 535 | 546 | 459 | 531 | 525 | 598 | 524 | 449
lower 247 | 251 | 223 | 252 | 232 | 235 | 223 | 193
quartile
lower 109 | 104 8.0 8.8 8.3 8.7 9.0 6.9
decile

Source: RIAFE, own calculation

According to the development of the DSO of short-term liabilities can be stated
that in most companies in agricultural sector in period of years 2004-2011 the
length was shorten.

Conclusions

From the nature of the agricultural arises its lower activity in comparison with
industry. In the assessment of the selected activity indicators in Slovak
agriculture can be reached results summarized as follow.

The results of the total assets turnover in time demonstrate decreasing intensity
of use of total assets. It is result of the rising level of the total assets and staging
respective decreasing sales. It represents that agricultural sector is less active in
comparison between year 2004 and 2011 in sense of realization of its production
in form of sales in relation to used assets. However, from 2009 to 2011 is
possible to identify a clear growing trend. This growing trend did not eliminate
the decrease in comparison with the year 2004. The reason of this development
was extremely negative year 2009. Decreasing development of the activity in
comparison year 2004 and 2011 measured by the total assets turnover confirms
also the rising DSO of the total assets.
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DSO of receivables has rising trend. It was caused by rising level of receivables
and staging respective decreasing level of sales. This indicator also confirms the
lower activity of the agricultural sector and slight improvement after the year
2009. In contrast to other activity indicators which development was worse in
period of years 2004-2011, DSO of trade receivables has better development in
agricultural sector in comparison between 2004 and 2011.

During the reporting period the length of the DSO of short-term liabilities was
shortening in most of the selected companies. A significant improvement has
been made since 2009. According to the indicator DSO of short-term trade
liabilities during the period of years 2004-2011 in most of the selected
companies the length was shorten.
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