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1. INTRODUCTION
1.1. Relevance of the subject

The South Hungarian Plain region (i.e. Bacs-KiskBékés and Csongrad counties) are in a
peculiar situation. These three counties lie at gbethern-eastern border of Hungary and
comprise 20% of the whole territory of the coun®ye to its geographical position, after the
country’s joining the EU, it also became the soutkeastern border of the European Union.
Most of the region’s land surface is made up bygloland and as the quantity and yield of
arable plants and products are so high, it is fidjlgtconsidered the ,larder” of the country.
Within the already mentioned region, Békés courdg An even better position due to its
favourable geographical characteristics and goodlitgusoil, providing the county an
agricultural potential that is higher than the ager. The importance of agriculture is also
highlighted by its position within the labour sttue of the county, as well as the high
proportion of surface that can be agriculturallyticated, the excellent quality soil, and the
internationally competitive agricultural industriairee tenth of the county’s inhabitants, and
at national level only one fifth of the populatiare related somehow to some agricultural
activity, production, and growing cereals, breedmgs, cattle and fowls have more than a
century traditions in this area.

As agriculture has an extraordinary role in Békéanty, solving its problems also deserve
outstanding attention. In the 1990s and before lduyig joining the EU, there have been
several aspects that meant a handicap for the yYeuagricultural industry: agricultural
entrepreneurs faced difficulties in receiving lgaagricultural grants were very difficult to
access both in methodology, format and conditionsiifil, there was excessive red-tape and
administration and the number of those employedabyiculture decreased, especially
because earnings and incomes were extremely Idhisrfield. As a general experience, we
could say that profitability of agricultural enteiges in Hungary is very low, while the
sector’'s need for subsidies and grants is very.higje transformations encumbered by the
change of regime (the specific mode of privatisgtithe excessively sectionated business
structure, the high number of micro and small emises established) have all had an
unfavourable impact on agriculture, which faced éhdlifficulties in coping with recession
and drawbacks caused by the change of regime, ialipét production.

In the 1990s, the biggest problem of agriculturabl and middle sized businesses was their
lack of finances, as well as their not having propapital. Between 1995 and 1996 a
programme for providing capital was launched in gany, which meant that the government
provided a fund for state subsidies in the agnioalt field, but producers faced serious
problems in paying back their debts, so collatetedse been extended. As agricultural
activities usually need long term investments, soafith more than a year maturity have an
outstanding role in this respect. In my opiniont, oluthese, the most efficient and best type of
loan was the one that was introduced in the setatidof the 1990s, which was meant to
provide capital for entrepreneurs, making it pdssior them to have a revolving working
capital, thus having the liquidity necessary foeigion.

Government subsidies, favourable loan constuctidingncial products, European Union
grants have an extremely important role in imprgvihe financial situation of farmers, in
making them able to finance their investments andeat assets, in improving their
profitability and liquidity. With Hungary’s joiningthe European Union, the Hungarian
agriculture has started a new chapter, and we bageme members of the EU Common
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Agricultural Policy (CAP). This has opened the way agriculture and regions to access
significant resources meant to improve investmewusyelopments, profitability, while
adapting to new conditions and meeting the newiremquents have all meant very serious
challenges to everybody. In order to access Eltgrgou need to know the legislation in
case in details, you need to be an expert in glim application forms and tenders, and you
need to know what kind of grants and subsidiesaadable in this field.

1.2. Facts Preceding the Research

During my previous research activities, | have gddhe agricultural loan experiences gained
by the Békéscsaba branch of the Commercial anditadk, with special attention paid to
the significance of Békés county’s agriculturalldieto the financial problems that this
industry is facing, as well as to the role and feraf state subsidies. In the period of the
research (2000-2001) | made an analysis of the Gangiat and Credit Bank Plc.’s credit and
loan products, especially of those current assetddhat have a more than a year maturity, as
well as their special collateral conditions, | alemked into types of agricultural loans,
interest subsidies, and into the possibility ofyiong loans for especially those small and
middle sized businesses that do not have enoughdilig and capacity of taking out a loan,
but can increase these by special loan guarrartibave also studied the activity of the
Agricultural Enterprise Loan Guarranty Fund, whislof utmost importance especially in the
case of SMEs, and, in addition, | have looked thcredit application of one of the concrete
sole proprietor clients of the bank, following ihgplementation and conclusions of the whole
application procedure.

Previous research has posed several questions rabteips both as agriculture and as
agricultural financing or the situation of subsalieked to bank loans are concerned. As an
example, we could list the low profitability of thiredustry, the loan collaterals, the high bank
guarranties, the way of applying for subsidies, ok of information farmers have, flaws in
dissemination and excessive administration. Duthng research done | have come to the
conclusion that the biggest problem in providingi@gdtural loans was the lack of capital in
case of these enterprises. This is why, among sithoviding them with the necessary
capital, elaborating favourable loan constructioreant to supplement their lack of capital, an
increase in the role of the state in providing @agtural loans have all become of ever greater
importance. It is even more so, because in agui@ive have witnessed un unstable and not
well enough elaborated policy, what is more, agdtical loans have not been properly
structured, budgetary funds for this industry aoé enough, the changing ministry policies
and conception, which have all made banks be modenaore suspicious in the field of
financing agriculture. As far as the chances oficaffural businesses to access
entrepreneurial loans are concerned, | have cortieetoonclusion that farmers must be much
more prepared for and informed about both exisfingposals and financing resources,
through a network of specialist counsellors andrmiation sources and databases (media,
newspapers, magazines, etc.) easily accessiblarmefs. In the case of banks, | think that
solution can be provided by reevaluating loansawidg very strict risk analysis.

In the decade that has passed since then, theecble@n several changes in Hungary in the
field of financing and subsidising agriculture thetve made me continue my studies and
research in the same domain, digging even deefeethia topic, making a correlation analysis
and supplementing the conclusions related to pnogidoans with the opportunities of
financing agriculture from grants and making anlysia of the profitability of these grants,
as well as of their impact on liquidity.
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1.3. Objectives

In my research, with the help of various methodglddhave made use of Békés county small
and middle-size businesses data and indicatorsaade an analysis of these enterprises’

liquidity, profitability, capital structure, apphtion for loans and subsidies, as well as their
impact on the liquidity and profitability of the dimesses. In my dissertation, | have dealt with
the EU and national funds and financing resourceta{ling the development funds to a

higher extent, and dealing with production funds &wer extent), as well as with the most

important and most favourable loan constructioab@lated for farmers. Considering that the
analysis of a bigger area, a region might distogtresults of the analysis due to the fact that
the different counties have different agricultuchhracteristics and structure, | have decided
to resort to a more restrictive approach and staking a deeper analysis of a single county.
I have made up my mind to choose Békeés county Isecainas an above average agricultural
potential and this field is of utmost importancehe life of the already mentioned county.

Objectives of my research:

The main objectiveof my research was to look into the impact that algricultural subsidies
and grants have on the liquidity, profitability ®&ékés county agricultural businesses. In order
to do that, | have listed the following objectives:

— providing a historic briefing of the theory of ligity and profitability, as well as of
agricultural liquidity and profitability, as an neiduction to my analysis and hypotheses;

— structuring subsidy and grant facilities for theipés before and after joining the EU, and
in the present;

- analysing the changes in the Békés county agrieultuorder to highlight the importance
of the field,;

— atheoretical presentation of phenomena relatéeataong out subsidies and grants, as well
as the decoupling of the amount of grants provatedithe amount of production;

— analysis of liquidity and profitability of Békés oty agricultural businesses in order to
highlight correlations between them;

— analysis of the impact of favourable loan constams and European Union and national
agricultural subsidies and grants on the liquididlyd profitability of Békés county
agricultural businesses, analysis of the corratati@tween liquidity and profitability
indicators of businesses and the subsidies recaivexler to demonstrate the influence of
the grant system on liquidity and profitability.
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2. MATERIAL AND METHOD
2.1. Hypotheses of the Research

After having studied and systematizing the biblaggry of the topic, | have elaborated and
analysed the following hypotheses in my dissentatio

H1) Typically, there is an indirect proportion beemethe liquidity and profitability of
Békeés county agricultural businesses.

H2) There is a correlation between applying for fpa@an Union and national agricultural
subsidies and grants, as well as accessing faveuksimk loan constructions, and
between the liquidity and profitability of Békésuray agricultural businesses.

H3) The changing agricultural subsidy and grantesyshas contributed to improving the
profitability of agricultural businesses, and asansequence of that, there is clear
evidence that solvency improved in Békés county.

H4) Agricultural subsidies are not directly influémg profitability, thus decoupling
subsidies and business proficiency, as well asug#itg the relationship between the
amount of the grant and the amount of productiorvehauccessfully been
implemented in Békés county.

2.2. The Subject and Object of the Analysis

| have started my research by studying and inténgehe specialist bibliography on the
topic. After having made an overview and a systezation of the national and international
general and specialist bibliography on the topltave made up the database necessary for the
analysis and | have analysed the data at my dispbsa secondary data necessary for my
research have been provided by the databases faflliveing organisations:

— Agricultural Research Institute (AKI)

— Békés County Agricultural Office

— Békés County Chamber for Agriculture

— National Regional Development and Territorial Sgsttization Information System
(TelR)

- Beékeés County Statistics Office

— Central Statistics Office (KSH)

— Ministry for Regional Development

A significant amount of secondary data has beemiodd from the test database of the
Agricultural Research Institute. The number of agtural businesses taken into
consideration and operating in Békés county vafieth year to year (with an average of
132), and each figure has been counted as a wdigiverage of the number of businesses
taken into account in the survey and that of thia g@ovided by the groups made up from
them. In calculating the annual liquidity, probtéty and capital structure indices, | have
applied the so called global rate recommended &y Algricultural Research Institute
methodology.
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When analysing the development of Békés countycaljure, the conditions of accessing
capital providing loans and European credits, tile of various loans, subsidies and grants,
as well as the efficiency of national and EU graams tenders, | have applied general and
specific methods of analysis (relative numbersyayes, index numbers). When interpreting
the results of the analysis, | could make goodaithe experience provided by the specialists
of the Békés County Agricultural Office relatedhtow to access agricultural grants, and, last
but not least, | have taken advantage of the iatematerials of the Békés County Chamber
for Agriculture. In analysing the corelation betwdeyuidity and profitabiliy, on one hand,
and grants accessed, on the other, | have appedlation calculations, factorial and cluster
analysis with the help of multivariable statistitethodology. The period in focus for my
analysis was between 1997 and 2009, and data lbleaflar analysis within this interval, as
well as the approach and topicality of analysirgydiven period vary from one another.

2.3. Methodology Applied during the Analysis
2.3.1. Questionnaire Survey

Data related to the role of loans and grants hasenlbprovided by a survey based on
questionnaires. This has been done in writing,viddally, with closed and open questions,
and was performed in 2006. The questions of thetgpmaire have been divided into four
topics, out of which the first was related to eaoyp the second dealt with analysing the
agricultural loans accessed by the given businesise five years preceding the survey. The
third group of questions aims at clarifying whetttex agricultural entrepreneur intends or not
to apply for another agricultural loan in the nadure, and if so, what type of loan he could
apply for. Finally, the fourth type of questionsaiat analysing the kind of loans accessed by
the entrepreneur in the five years preceding tladyars. | have repeated the questionnaire
based survey in 2008 because of the changes enceonibethe subsidy and financing system
(the favourable constructions of the New HungarygiBeal Development Plan and the
Agricultural Development Credit Providing Plan), texding the previous four topic
guestionnaire with a fifth topic, related to supgdbbts of the agricultural businesses and their
receivables towards customers and wholesalers. &ynm a comparative analysis of the two
surveys | tried to reveal and highlight the finah@ituation and problems of the agricultural
businesses, as well as the changes in the loastgieun Békés county.

2.3.2. Correlation Analysis

| applied a correlation analysis of the correlatiogtween the liquidity and profitability
indices of Békés county farmers and the amountgirdd by these businesses as grants and
subsidies, also trying to highlight the close relatbetween the above. | tried to find out to
which extend these grants and subsidies accessethebyagricultural businesses have
influenced their liquidity, profitability, and whieér we can demonstrate some kind of a close
correlation between them. Correlation analysistbeen done by calculating the Pearson co-
efficient (R) and the determinant co-efficienf)R

The values between 0 and 1 of the correlation Gioweit (R) have been distributed to the
following intervals:

* 0-0.30 =there is no demonstrated correlatiowéen the two sets of data,

* 0.31-0.50 = weak correlation,

e 0.51-0.71 = middle strong correlation,

» above 0.71 = strong correlation between the twe cledata.
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2.3.3. Analysis of the Main Component

When analysing the main component, by evaluatimgsilgnificant correlation between the
different indices, | tried to find out if there i@ strong correlation between liquidity,
profitabiliy and capital structure indices on orentl, and the received grants of the Békés
county agricultural businesses in focus on therothied if so, to which extent and showing
what trend. The main components resulted from tayais provided the basis of the cluster
analysis. The initial data matrix of my calculasowas provided by the test database of the
Agricultural Research Institute, and the time imérof my analysis was between 2001 and
2006. The average number of the agricultural lmssas in my focus was 132, with a total of
789 for the whole period, out of which 126 weretparships and 663 sole proprietorships.
The columns of the datamatrix were provided by financial data and indices of these
businesses: total surface of business, currentsasd®rt term liabilities, inventory, financial
assets, rate of liquidity, quick rate of liquidityash flow, own capital, foreign capital, long
term liabilities, resources, rate of own capitater of foreign capital, debt co-efficient,
earnings provided by plant activities, net turngv@re-tax earnings, turnover ratio
profitability, asset ratio profitability, size oflgnts, proportion of European Union and
national agricultural grants calculated to 1 EUMItafts and subsidies for growing and
commercialising plants, breeding and commerciaisanimals, purchasing animals and
other-non investment-grants), development grants subsidies calculated to 1 EUME, as
well as European Union and national agriculturaings calculated to 1 hectar. In my analysis,
| decided to use the three liquidity indices (raftéquidity, fast rate of liquidity and cash flow
liquidity), as well as the debts co-efficient, th&nover rate profitability, the asset rate
profitability, the size of the business and thalt@mount of grants together with the grants
and subsidies calculated to 1 EUME. As, on theayeronly about 8-10% of the businesses
in focus have applied for some kind of developngrants a year, in case of the big majority
of entrepreneurs this figure is 0, thus developngeamts have not been taken into calculation
during the survey.

2.3.4. Cluster Analysis

Cluster analysis has been carried out with the bélfhe latent variables generated by the
previous main component analysis, as well as therménant indices applied for the main
component analysis in point of topic significan&&ce the number of elements included in
the sample is high (n = 789), | opted for using tlea-hierarchical C-centre cluster making
methodology in grouping the different agricultutaisinesses. | also checked whether the
various agricultural businesses can be classifigal different types and groups according to
their liquidity and profitability indices, or thereunt of grants received.

In the data matrix columns showing the rate ofitigy, the quick rate of liquidity and cash
flow liquidity, there was an outstandingly high nben (65%) of data containing a O
denominator which made the analysis non-definablee O denominator of the liquidity
indices was generated by the 0 value short terpilitias of the businesses in focus. As a vast
majority of the agricultural businesses analysedewecal farmers (primary producers) or
sole proprietors running cash businesses and havicesh turnover approach in registering
transactions, they do not need to run a doubleustitgy system in their books, so they do not
have short term liabilities, in other words thenod term liabilities do not show up in the
database. As businesses having data containinglen@minator were not included in the
analysis, the results gained through the main compioand the cluster analysis referred only
to businesses that had some kind of short ternitiab in the given period.
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2.3.5. Deep Interviews

In order to assess the experience of banks irste]j | used the format of the structured deep
interview of executives working for the followinguhks:

— Budapest Bank Plc.,

— Commercial and Credit Bank Plc.,

- OTP Bank Plc.,

- Endid és Vidéke Takarékszovetkezet,
- CIB Bank Plc.,

- ERSTE Bank Hungary Plc.

In selecting the financial institutions, the maniteria were their involvement in providing

agricultural loans, their having branches in Békésanty, as well as their willingness to
participate in an interview by providing the mosicere and most constructive contribution.

10
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3. RESULTS

3.1. Trends of Agricultural Development in Békés Conty since the Change of Regime
upto Present Day

Békés county is a primordiarily agricultural couriywhich growing cereals, breeding pigs,
cattle and fowls have witnessed more than a cemtlaryraditions, while a vast proportion of

population earns its living being employed in tinigtional economy sector. The role of
agriculture is extremely high in this county, thdisis agricultural character of the county
makes us pay quite a lot of attention to the aragtscultural problems, especially to issues
related to agricultural financing.

We can state that at the beginning of the 1990 tvas a deep plunge accompanied by very
serious changes, shown by drawbacks in productipnck depreciation of means of
production, big recession in developments, destmaif production, commercialization and
other infrastructural networks. Despite efforts madter the change of regime, the structure
of the county’s production has not changed. Comsigethe county’s agro-ecological
characteristics, the well mechanised and automatadyh land plant growing is still the one
that dominates. But, within this, growing ceredlattneed low cost and know how started
getting in the focus of agricultural activities. dtv closing down a single manufacturing
capacity generated crisis in the whole industryt Been animal breeding witnessed any
structural change; what is still characteristicthis respect is the traditional pig, cattle and
fowls breeding.

We can state that there is a decreasing trenceicdhnty’s animal breeding sector, as cattle
and pig breeding shows a decrease in number. IEamsider the overall tendencies of the
industry, breeding fowls is no exception at all,itas also in a decreasing trend, so we may
conclude that except for sheep-farming, each sdwsrundergone very deep changes. The
number of people and sole proprietors dealing w&ithmal breeding has also fallen year by
year in Békés county. There were no significanestments in the previous year in point of
constructions. Contrary to this, we can witness esammprovement in point of technological
modernisation, compared to the previous years. t\Wghalso typical for the whole sector is
that they permanently have sales problems, anépt@ve been continually going down,
except for pork and poultry. As a consequencepthétability of the sector diminished, what

IS more, in case of certain animal breeds, thedeldeen periods with serious losses, as well.
Market problems generated by overproduction, byekistence of stocks impossible to be
sold, by negatively influenced market opportunitiesd as a consequence of all these, by the
very low purchase prices have become quite commdrganeral.

3.2. Analysis of the Role of Agricultural Subsidiesand Favourable Loan Constructions
in Békés County

3.2.1. Analysis of How Intensively Capital Supplenming Loans and the Europe Loan
Were Accessed

The capital supplementing loan is a credit facéitapted to agricultural characteristics and it
had a significant role in the revolving working @ah that is why | intend to start the analysis

of Békés farmers’ access to various loans and gtayiooking into conditions of accessing

this kind of capital supplementing credit.

11
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The year 2004 was the year of transition for Hupgas joining the European Union has
caused a change in the subsidy and market conslitibfarming and husbandry, which meant
a great challenge both for farmers and for thetutginal system, as well. As agricultural
activities usually need a longer term capital imeohent, loans with longer than a year
maturity are more important, and, in the alreadytioeed category, loans for purchasing
durable current assets are even more importanteSiapital supplementing loan had been
introduced, it was a very attractive and populailitg among farmers, as it had favourable
conditions, it was quick to be accessed, so thexe geveral farmers that made use of it.
Despite this, the number of such loans, as wethasamounts taken, have been continually
decresing and there had been a smaller or biggetiuition between 1997 and 2004. The year
2003 witnessed a boom in taking out loans, which partly because of the drought in 2003,
as well as because of the farmers’ expectations Wwhs followed by a dramatic plunge in
2004, mainly explained by the introduction of tH# Ibillion HUF lump sum of the Europe
Agricultural Credits programme with everybody exjoeg integration credit facilities. The
government considered that one of its main tasks wwaprovide preparation support and
facilities, as well as increased competitivity flarmers, in order to cope with the EU
integration. Among others, this is one of the reasahy the Europe Agricultural Credits
Programme was launched in January 2004, which veag popular with farmers and
producers, as, besides investments, these loarld beuused for improving the farmers’
financial situation and for purchasing current &sseas well, under very favourable
conditions.

3.2.2. Describing the Role of Grants and Loans witthe Help of a Questionnaire Based
Survey

As a summary of the questionnaire based survey,care conclude that the need for
favourable loans of the agricultural businessegosus has not really changed, but their
content matter has. There has been a significaatedse in shorter than a year maturity
loans, whereas interest for longer than a year nittimvestment loans has risen. As far as
the amount of loans is concerned, both shorterl@amger than a year maturity current asset
loans have dramatically decreased, while investrigarts have witnessed a slighter rise in
amount. The average interest rate has decreased itype of loan and farmers could access
credits with better and more favourable conditidBach of the farmers participating in the
survey had some kind of financial support, whichswmaainly support provided within the
Agricultural environment management and was aintedegeting the Environment protection
and animal welfare requirements. In the futurejcadjural businesses do not really intend to
take up loans, and if they still do, that will b investment purposes; meanwhile, farmers
did not mention any significant credit taking, elstent paying problem. This will make us
draw the conclusion that we can withess some kirmbleesion and upgrading of the industry
in Békés county, accompanied by the improvemetigafdity and income circumstances of
farmers.

3.2.3. Analysis of Intensity in Accessing Nationand EU Grants, As Well As of How
Successful Tenders Are

The agricultural character of the South HungariEinRegion and Békés county as part of it
will also determine the level of their economic d@pment. The gross added value per capita
produced by the county’s and the region’s agricaltsector will significantly exceed the
national average, and the sector’s share of the SD#ell above the national average, as
well.

12
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Main conclusions of the survey:

— The increase of the county’s and the region’s espa@erformance is below the national
rate and there is an increasing gap in the valtleeoGDP per capita;

— The lagging behind of the region can only be stdppigh appropriate activities and know
how in submitting bids for funds;

— The share of the county from tender funding haseed, the amount of funds accessed
per tender has also risen;

— The value of projects has increased significamllyich indicates a strengthening in the
economic power of tenderers;

— The county’s tender submitting activity is very Inidpeing placed in the first third among
all counties;

- In allocating funds and grants, evaluating autfesihave favoured more complex and
higher implementation budget projects;

— Békés county tenderers have submitted bids abav@dtional and regional average for
European Union funds, as well, thus having an emed efficiency in this respect (Table
1);

— Meanwhile, there is an unfavourable aspect, whithws that the grant allocated for one
project (thus the overall budget of the projeatsgase of AVOP financed investments is
lower than the national and regional average, whieans that there are only minor
individual investments carried out;

— The success in submitting tenders shows that th®me including Békés county, is
prepared for participating with good chances indpean Union calls for proposals,
which may have its benefits in the period betwe@®0722013: it will promote the
economic cohesion of the county, including agrimat development and the progress of
the processing industry and service sector thatgénerating.
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Table 1: Efficiency Rates of European Union fundd AVOP in Békés county

Amount Amount | Efficiency - Reqyired Accgssed
Required of Accessed of Rate of EifEEngy | - e RRiss Efficiency
2004- ; . ; Rate of | amount | amount
2007 prc_>Ject requ_lred prc_>Ject accgssed funds projects per per Rgte per
(piece) project (piece) porject amount (%) project project project (%)
(M HUF) (M HUF) (%) (M HUF) | (M HUF)
National
EU 40558 | 1576384 15624 67085Q2 42,6 38,% 38,867 42,937 11Q0,5
funds
National
AVOP 11019 197133 4059 105489 53,5 36,8 17,880 25,989 145,3
funds
Regional
EU 5950 222281 2444 97702 44,0 41,1 37,358 39,976 107,0
funds
Regional
AVOP 2082 40748 858 22442 55,1 41,2 19,572 26,156 133)6
funds
County
EU 1358 70334 563 38382 54,6 41,5 51,792 68,174 131)6
funds
County
AVOP 533 10463 243 5940 56,8 45,6 19,630 24,444 1245
funds

Source: own calculation on the basis of TEIR

3.3. Analysis of the Impact That Grants Have on thé&iquidity and Profitability of Bekés
County Agricultural Businesses

3.3.1. Analysis of the Tendencies Witnessed by Liglity, Profitability and Levels of
Financial Support

As a first step of this analysis, | have lookedittie liquidity, profitability, debt and capital
structure indices of Békés county agricultural basses, according to the Békés county
figures in the 2001 test database of the Agricalt®Research Institute, trying to find out the
levels of liquidity, profitability and grant allotan the above mentioned businesses face,
whether they have any cash flow and income prohlerhscan state that in 2001, the
agricultural businesses included in the sample Ip@s#ive profitability indices, the value of
their indebtedness co-efficients were altogetheodeable, and except for the extremely high
liquidity values of primary producers and small inesses, they all had reasonable value
liquidity.

Following this, | tried to highlight the changesdainends in liquidity, profitability and grant
amounts as far as the businesses in focus wereergc@d; in the period between 2001 and
2006, again based on figures from the test databb$iee Agricultural Research Institute.
After having calculated the annual amount of ligyidprofitability and capital structure
figures, | followed the Agricultural Research Ihgte methodology in applying the global
rate. | came to the conclusion that the liquiddtes of individual farmers in Békés county
have been much higher than the favourable valueveény year, while the liquidity rates of
partnerships were around the expected 1.6-1.8,3st.5 values. The lowest value of indices
was in 2002 for sole proprietors, then it staristhg until 2006, whereas with partnerships it
witnessed a slight decrease after 2004. When anglyise profitability indices, we can state
that there was a fall between 2001 and 2003 bottage of individual businesses and for
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partnerships, as well, then it continued with atreéasing trend from 2004, while the rise in
case of sole proprietors was bigger. The 2003rahcomes can be explained mainly by the
unfavourable weather conditions, but we must ae into account the fact that the volume
of agricultural subsidies and grants allocated eutthaving to be repaid has also decreased in
that period. As far as the amount of grants requibg sole proprietors and business
partnerships is concerned, there is a clear rigndgency, except for the recession in 2003;
after 2004 there has been a significant increagberamount of grants allocated, especially
due to Hungary’s joining the EU in 2004 and thusihg access to all EU funds. This may
lead us to the conclusion that increasing agricaltgrants allocated without the need to
repay them (like direct producer grants increasurgover and decreasing production costs,
subsidizing interests in case of loans with lessith year maturity or over a year maturity)
have contributed to a great extent to an incraapedfitability indices.

3.3.2. Analysis of Correlation between Liquidity, Pofitability and Grants with the Help
of Multivariable Statistical Methods

3.3.2.1. Correlation Analysis

| have made the correlation analysis with the le¢lprimary data gained through the analysis
of trends in liquidity, profitability and level ajrants and subsidies. | have done all this by
making a separate analysis of individual husbasdffi@mers) and business partnerships. |
tried to find out whether there was any correlatlmetween the grants received and the
liquidity indices of each enterprise, and if thevere, what kind and how big it was, and
which groups these business could be classifieacaording to their profitability and grant
level.

While analysing liquidity and profitability corrdlan, we may state that, whereas in case of
sole proprietorships (individual farmers) thereaisniddle strong relationship between their
liquidity and profitability, in case of businessrimeerships these too factors do not correlate.

In point of the correlation between liquidity ratasd the amount gained as grants we may
state the same, as in individual businesses tseatso a middle strong correlation between
liquidity and grants, whereas with business pasimes there is no correlation at all, which
means that solvency does not depend on grantsubsdiges. (Tables 2 and 3)
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Table 2: Correlations of liquidity rates, profithtyi indices and grants in case of individual

farmers
Rate of Turnover rate Asset rate Amount of
liquidity profitability profitability grants
- a) R=0,5106 a) R=0,2652 |a)R=0,3277
Rate of liquidity R =0,7146 R =0,5150 R =0,5724
b) R =0,160 b) R = 0,44 b) R =0,017
= a) R=0,5106 |- - a) R=0,7573
urnover rate R = 0,7146 R = 0,8702
P b) R = 0.160 b) R = 0,027
Py a) R=0,2652 |- - a) R=0,2106
o R =0,5150 R =0,4589
profitability b) R = 0,44 b) R = 0,033
a) R=0,3277 |a) R=0,7573 a) R=0,2106 |-
Amount of grants R =0,5724 R =0,8702 R =0,4589
b) R=0,017 |b) R =0,027 b) R = 0,033

Notation: a) in case of analysing aggregated datan

Source: own calculation

Table 3: Correlations of liquidity rates, profitatyi indices and grants in case of business

partnerships

case of analysing individual data

Rate of Turnover rate Asset rate Amount of
liquidity profitability profitability grants
- a) R = 7E-06 a) R=0,0655 |a)R=0,0003
Rate of liquidity R =0,0027 R =-0,2559 R =0,0175
b) R =0,113 b) R=0,014 |b)R=-0,210
= a) R=7E-06 |- - a) R=0,0081
WO IEUS R = 0,0027 R = 0,0902
P b)R = 0113 b) R = 0,062
Py a) R=0,0655 |- - a) R=0,1400
ofitabilit R =-0,2559 R =-0,3754
P y b) R = 0,014 b) R = -0,034
a) R=0,0003 [a) R*=0,7573 a) R=0,2106 |-
Amount of grants R =0,0175 R =0,8702 R =0,4589
b) R =-0,210 |b) R = 0,027 b) R = 0,033

Notation: a) in case of analysing aggregated datan case of analysing individual data

Source: own calculation

When analysing the aggregated profitability indices these enterprises, | draw the
conclusion that in case of sole proprietors (irdinal farmers) there was a strong or mid
strong correlation between profitability indicedagrants; yet, this result was not proved and
backed up by analysis based on individual data. tOubeir size, type of activity, structure,
grants have had a bigger impact on their profitgbthan in case of business partnerships,
where profitability did not prove to be in suchszocorrelation with the amount of the grant.
We can also state that the changing agriculturahtgsystem meant to improve agricultural
businesses’ income position has had a bigger ingractdividual farmers, whereas in case of
business partnerships neither solvency, nor pholity really depends on grants. This will
make us conclude that grants cannot be plannedisedias a tool in improving liquidity and
profitability. Therefore, the fourth hypothesistbe dissertation seems to be proved by the
fact that agricultural subsidies and grants dodi@ctly influence profitability, and in case of
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business partnerships we can also state that wanedwe an efficient separation between
grants and plant performance.

3.3.2.2. Main Component Analysis and Cluster Analys

When analysing the results obtained in my previowsn component and cluster analysis
research, | came to the conclusion that the Békésatg agricultural enterprises included in
the Agricultural Research Institute 2001 test sang@long to the same cluster, except for a
few businesses, in point of profitability, liquigiand capital structure. These enterprises can
be classified in one bigger and two smaller grodggending on the first main component
coordinate, except for a couple of businesseshdngroup with the highest number of units
there is a linear relationship between the mainpmmments. According to the second and third
main component coordinate, we can depict a biggeum with a few businesses having
outstanding figures. The reason for the busindsaesg outstanding main component values
is either that the enterprise has an outstandiniglly indebtedness coefficient, or that it has a
liquidity index above the average. The dots repriisg the different farms cannot make up
any other, well identifiable groups, that might Basharacteristics leading to being able to
form other groups. | have made the hierarchic eluanhalysis with the help of the simple
chain method, Euclides distances and standardis¢a, @lso based on the Agricultural
Research Institute 2001 test sample databaseddta®ékés county enterprises. My previous
assumption according to which agricultural entesgmicould be classified in 5 groups as far
as their business format is concerned has not peed; this means that the dendrogram of
the cluster analysis does not show five differdasters positioned next to each other- as it
was assumed before. The similarity of the obsewwmatinits is very high, thus we can state
that the similarity of the businesses in above &4ed on data gained from 83 enterprises. |
could also state that you cannot identify the bessnform and structure of a given Békés
county agricultural enterprise based on its ligyidind profitability indices.

Extending the earlier analysis databases | haveenfiadher main component and cluster
analysis, with the help of the SPSS 11.0 programinavas again that | came to the
conclusion that the Békés county agricultural grises do not make up well identifiable
separate groups based on their liquidity, profitgband grants figures; what is more, they do
not clearly separate according to their business.fon both cases, most of the enterprises
belong to a bigger group and the database is ally i@propriate for cluster analysis. In case
of both cluster procedures, the biggest clusteh&acterised by low liquidity and grant level
indices, and in point of EUME they are made up maker businesses. While individual
farmers (sole proprietors) are characterised & ¢hister by lower profitability, the business
partnerships within this cluster has better proflity indices. Cluster analysis has also
proved the results of my previous research, whal that there was no strong correlation
between liquidity, profitability and grant figureim case of Békés county agricultural
enterprises. In case of sole proprietors therensedium strong correlation between turnover
based profitability indices and grants receivedt, las far as business partnerships are
concerned, both liquidity and profitability indigeas well as the amount of grants, either
being classified around main components or makipgseparate clusters, do not show a
strong correlation with each other. (Tables 4 and 5
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Table 4: Rotated Component Matrix — based on datadovidual farmers

Components
1 2 3

Rate of liquidity 0,993

Fast rate of liquidity 0,996

Cash flow liquidity 0,996

Debts co-efficient -0,985
Turnover rate profitability 0,498

Asset rate profitability 0,987
Size of the business 0,800

Grants calculated to 1 EUME 0,663

Total amount of grants 0,952

Source: own calculation

Table 5: Rotated Component Matrix — based on dabasiness partnerships

Components

1

2

3

Rate of liquidity

0,996

Fast rate of liquidity

0,994

Cash flow liquidity

0,993

Debts co-efficient

-0,748

Turnover rate profitability

0,702

Asset rate profitability

0,856

Size of the business

0,933

Grants calculated to 1 EUME

0,943

Total amount of grants

0,904

Source: own calculation

Results of analysis carried out using the multafale statistical methods show that the impact
of agricultural grants and subsidies can be dissaenainly among individual farmers (sole
proprietors); in case of business partnershipseeitquidity, nor profitability does basically
depend on grants, which makes us conclude thattsgramd plant performance can be
successfully separated from each other.
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3.4. Survey of Bank Experience with the Help of Dgelnterviews

At the end of my research | would have liked tafwut the current opinion of banks related
to agricultural loans, what is their experienceha process of farmers taking out loans and
paying them back, compared to the start of my rebea 2001, in order to have an insight of
what has changed and how in evaluating farmerseatees from the point of view banks.

The answers provided to my interviews made me diavconclusion that the problems
encountered within the 2000-2001 research at theafiarcial and Credit Bank (i.e. low
profitability of the sector, collaterals, high baoddlateral, the way of applying for grants, lack
of information on behalf of the farmers, excessdeninistration and red tape etc.) have been
solved to a great extent and we can witness afiigni positive change, especially in
appreciating and evaluating agricultural entrepuesiethe representatives of the agricultural
sector as potential bank clients and partners. kyvipus analysis has driven me to the
conclusion that the biggest problem in providingns in the agricultural sector was the lack
of capital, which is also an aspect that, accordimgoank feedbacks, shows a positive
tendency nowadays. Banks are more optimistic mlébefinancing the agricultural sector
than they used to be 9 or 10 years ago, they cenfadners a less risky and problematic, but
more reliable type of client than those who openatether business fields, both in point of
granting them a loan and their capacity of payiagkbloans. As far as chances of being
granted a loan are concerned | can sum up thabwy agricultural clients have significantly
easier, faster and more favourable conditions tbl fu order to be granted a loan, and
financial institutions pay more attention to beitédorm their agricultural clients (through the
media, by various publications, leaflets, orgamdectures, etc.).
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4. NEW SCIENTIFIC FINDINGS

4.1. New or Novative Results Achieved during My Resirch

| managed to prove by statistical means tihat liquidity of Békés county agricultural
enterprises does not depend on grants and subsithies the latter cannot be designed as
tools improving liquiditywhich applies even more to business partnershigse grants’
potential long term impact on liquidity cannot kentbnstrated, but, nevertheless, they still
have an important role in solving short term ligtyighroblems.

| managed to prove by statistical means that, ikéBé&ounty, the impact of agricultural
grants and subsidies can be primordiarily demotestran case of individual farmers, who
make up more than 70% of the county’s agriculterterprises, whereas in the case of
business partnerships neither liquidity, nor pedfiity does basically depend on grants
and subsidiesBecause of their size, activity, structure, the antcof grants has had a
different and bigger ponder on their profitabilitthus, in their situation, dependency on
grants and subsidies, in other words on agrariahqees, is higher.

If we consider these three aspects- profitabiliiguidity and grants- the analysis has
proved thatthey are not in a strong correlation, which showsignificant outleak of
grants and subsidies in agriculturé/e can conclude that part of the grants and sigssid
meant to be accessed by Békés copunty farmersgaindiléural enterprises does not reach
the original target group (i.e. the producer), bugets to targets activating in phases
preceding or following the agricultural productiprocess.

| managed to demonstrate by analysis based onvawidtble statistical means that there is
no direct influence of agricultural grants and sdies on profitability, thusseparating
grants from plant performance, decoupling the clatien between the amount of the
grants and that of production has been successfigdhe in the Békés county husbandries
especially in the case of business partnerships.

Based on empirical experiences, | managed to demab@ghatthere has been a large
positive change in the case of previous loan granprocedures and problemisy now,
banks consider their agricultural clients veryakle, as having more and more capital and
their chances to access loans are bigger and bigigey can access credits more easily,
faster, and with more favourable conditions thamytears earlier. This is mainly due to the
fact that banks have significantly improved thgimon about the agricultural sector, they
do not consider agricultural enterprises as pastrsing bigger risk than any other
business organisations; what is more, a more efficcommunication and customer
relation, a more flexible loan granting procedumd a less sophisticated, faster and clearer
administration have all led to a positive developme this field.

4.2. Fulfillment of Research Hypotheses

Based on analysis | summarize the results of myptingses in Table 6.
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Table 6: Results of my hypotheses
Hypotheses Analysis Result Status
H1) Analysis based on |In case of sole proprietorships Not
Typically, there is an multivariable (individual farmers) there is a proved
indirect proportion statistical means | middle strong relationship | hypothesis
between the liquidity and (Correlation and direct proportion between
profitability of Békés Analysis, Analysis |their liquidity and
county agricultural of the Main profitability, but the further
businesses. Component, Clusteranalysis do not support this.
Analysis). In case of business

partnerships these too factors

do not correlate.
H2) Questionnaire The impact of agricultural Partly
There is a correlation Survey, Deep grants and subsidies can be proved
between applying for Interviews, primordiarily demonstrated inhypothesis
European Union and Analysis based on | case of individual farmers,
national agricultural multivariable whereas in the case of
subsidies and grants, as| statistical means | business partnerships neither
well as accessing (Correlation liquidity, nor profitability
favourable bank loan Analysis, Analysis |does basically depend on
constructions, and of the Main grants and subsidies. The
between the liquidity and Component, Clustef profitability, liquidity and
profitability of Békés Analysis). grantsare not in a strong
county agricultural correlation, which shows a
businesses. significant outleak of grants

and subsidies in agriculture.
H3) General and specificThe changing agricultural Partly
The changing agriculturalmethods of analysis subsidy and grant system has proved
subsidy and grant system(relative numbers, |contributed to improving the| hypothesis
has contributed to averages, index profitability of agricultural
improving the profitability numbers), Analysis|businesses, especially in the
of agricultural businessesbased on case of individual farmers,
and as a consequence ofmultivariable whereas liquidity basically
that, there is clear statistical means |does not depend on grants and

evidence that solvency
improved in Békeés
county.

(Correlation
Analysis, Analysis
of the Main

Component, Cluster

Analysis).

subsidies.

Source: own construction
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Table 6: Results of my hypotheses (continuation)

not directly influencing
profitability, thus
decoupling subsidies ar
business proficiency, &
well as decoupling th
relationship between th
amount of the grant ar
the amount of productig
have successfully bes
implemented in Béké

Jstatistical means
(Correlation
ndnalysis, Analysis
a1ef the Main
e€Component, Cluste
dAnalysis).

nd

n

2N

S

county.

profitability, thus decoupling
subsidies and business
proficiency, as well as
decoupling the relationship
between the amount of the
grant and the amount of
production have successfull
been implemented in Békés
county, especially in the cas
of business partnerships.

[¢)

Hypotheses Analysis Result Status
H4) Analysis based on | Agricultural subsidies are ngt Proved
Agricultural subsidies arenultivariable directly influencing hypothesis

Source: own construction
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5. CONCLUSIONS AND SUGGESTIONS

Agricultural production in Békés county lies onditeons; yet, it was absolutely logical and
out of necessity, that there has been a genereliange, as welleading to the fact that by now,
fewer and fewer young people have been willingealdvith agriculture in the county and there has
been a decrease in the number of those employegriculture.

Frequent droughts damaging plough land cultivatdrplants, unfavourable winters and
inland waters have all caused significant damagesreby destroying the whole harvest or
just generating losses in yield in the period ikah the focus of our analysis; with the year
2009, the credit crunch and the economic crisiehaedded to the list of difficulties farmers
had to cope with.

As far as the county’s animal breeding sector iscemned, cattle and pig breeding has
witnessed a decrease in number. The falling tendenalso typical for the whole sector, as
not even fowles can be considered an exceptiohisp $0 we may say that, except for sheep
breeding, there have been unfavourable, negathaetecies and changes in all fields. Even
the number of sole businesses and enterprisesndeaith animal husbandry is decreasing
year by year. There have been no significant bugldhvestments in the field, but we could
see an increase and improvement in modernisingnédadyy. | consider that modernising and
further developing the mechanical and infrastruadtbackground of several plants cultivated
on plough lands (like cereals, oil producing plafgguminous plants etc.) are very important,
as almost half of the agricultural businesses nuthé county deal with some kind of cereals.
What is typical of the whole area of animal bregdia that there are almost permanent
commercialising problems, and farmgate and retatkep have decreased- with the exception
of pork and poultry. As a direct consequence, tioditability of the sector has also decreased
in case of certain breeds of animals, even produtdsses in the period in focus. The
situation has even been aggravated by the extremelt and the extremely high fodder
prices induced by it. A more systematised land miarliccelerating the estate centralisation
process (more than 40% of the agricultural busesess the county operate on lands smaller
than 30 ha), the development of animal breedingfand processing based on the latter could
all help solve the problems and contribute to pgegr | also think that it would be important
to have a change in the cereal-meat producing cteraf the county’s agriculture, by
developing other areas of activity (like bioprodydeeds, breeding animals for breed, trade,
etc.); diversification in the activity of agricutal businesses, establising multifunctional
husbandries, as well as developing a network typsoh and cooperation (producer,
commercialising clusters or running and developwother cooperation forms) are also
Important aspects in my opinion.

As agriculture usually needs a longer term finagcimore than a year maturity loans are of
ever greater importance, more specifically the $oased for purchasing durable current
assets. Their significance lies in the fact thathlying granted the loan, by the end of the
maturity period, a well run and operating enterrsll be able to finance its own assets, and
it will not need any more loans. The loans intragtlién 1997 meant to supplement capital
have all adapted to the characteristics of thecaljure at the time and have contributed
significantly to the revolving working capital, thes the reason why | started analysing the
loan accessing habits of Békés county farmers biyaimg this type of credit facility. | came

to the conclusion that one of the biggest problémas farmers had to face was providing the
high collateral required by the bank, which was stiimg that most agricultural businesses
could not afford; another very serious problem tinescapacity to pay back the instalments in
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time. What is more, the source for paying backitla@ was to have had the results (the yield)
of production activities, which, in case of losgsountered during the production process
and with snowballing debts, was almost impossibledive. Apart from these problems, this
type of capital supplementing loan was very popataong farmers since its first launch, due
to its favourable conditions, quick access, and titfarmers have resorted to apply for it.
But, in spite of this, there has been a decreasndency both in the number of this type of
credits applied for, and in the amount requiredwadi, with certain fluctuations between
1997 and 2004. The latter witnessed an especiabyndtic fall, which can mainly be
explained by the launch of the 100 billion HUF lusygm Europe Plan Agricultural Loans
Programme and the growing interest towards integratoans made public within the
programme already mentioned. In my research, | dcosdly that both the capital
supplementing loan and the Europe loan have bemssed mainly by primary producers or
sole proprietors (individual farmers), but the amioaf the loan was higher in case of the
business partnerships. The Europe credit facilias vinainly used for purchasing materials
and tools, as well as for refinancing and payingklthe previously accessed (mainly capital
supplementing) loans.

By having made a questionnaire based survey afalleeof loans and grants, | could draw the
conclusion that more than half of the businessatyaed in the given period resorted to some
kind of agricultural loan, most of them applyingr fmore than a year maturity loans for
purchasing current assets, i.e. loans meant tolemept their capital. As far as grants and
subsidies are concerned, we can also say that tabwesy agricultural enterprise included in
the study has applied for some kind of agricultugednts, most of them for purchasing
machines, a lot of others for making constructimrestments related to animal husbandry and
growing plants, but the NVT Agricultural environmemanagement target programme was
also very popular among farmers. When analysingténeency in the need for loans and
grants, | applied the questionnaire based surgaynawo years later. | found out that the
Békés county agricultural enterprises’ need footaable loan facilities did not really change
in the target period, but the structure did: thees a significant fall in the need for less than a
year maturity loans, whereas the number of thogdymg for more than a year maturity
loans increased, and so did the amount of the lasfarmers could access them with better
and more favourable conditions.

At the beginning of my research, more than halthef Békés county agricultural enterprises
faced some kind of transitory or permanent liqyigitoblem, which meant a serious obstacle
in their accessing any kind of loans. In additibhave encountered various other problems
when analysing the credit taking facilities of fams, like low profitability of the sector,
serious lack of capital, loan collaterals, highlbaollaterals, the format and way of applying
for grants, lack of sufficient information providéal farmers, lack of dissemination, excessive
administration and red tape, etc. These are adlsame which there have been very serious
progresses and positive changes: banks start esmgjdagricultural entrepreneurs more and
more reliable clients, having ever stronger capiiatl posing fewer and fewer risks and
problems, both when applying for loans and whenirmgaypack in instalments. The most
serious problem in agricultural crediting used te the lack of capital, which is also
improving in the opinion of banks. When analysihg thances that farmers had in applying
for and accessing loans, | came to the concludian it is much easier, quicker to access
loans nowadays, and terms are more favourableevlaihks are more optimistic in financing
the agricultural sector than a decade ago. Thimamly due to the fact that banks have
positively changed their opinion and approach &dgricultural sector, they consider it much
stronger in capital, less risky and a more reliaptetner in several cases than those
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entrepreneurs that operate in other sectors.Thes rafiicient communication, the better
customer relations, the more flexible and fasteditrfacilities and application procedures
have all contributed to the fact that farmers caceas external resources and funds more
easily.

| analysed the European Union and national gramissaibsidies with the help of statistical
analysis. | can state that agriculture has an itapbrole in Békés county and that the gross
added value produced per capita in the agriculsgator is well above the national average,
whereas the GDP share of the sector is also alhevedtional average. At the end of my
research | could learn that the proposal submittictiyvity of the county is very intense, it is
in the first third among the counties, the fundghgre originating from EU and other tenders
and bids has increased in the target period andrtt@int received per tender has also risen.
Tenderers in Békés county have submitted bids Efuihding and grants with an efficiency
above the national and regional average, whichaamifitribute to the economic cohesion and
progress of the county, including agricultural proon and processing industries based on
the former, as well as development of the tertsagtor of services in the 2007-2013 funding
period. As far as the amount of grants requireceigrprises is concerned, there is also an
increasing tendency, especially after 2004, whamettwas a considerable rise in funding,
accessible partly because of the new opportunggresided by the country’s joining the
European Union in 2004. | drew the conclusion that can witness the cohesion and
development of the agricultural sector in Békésntpuas well as an improvement in the
farmers’ liquidity and profitability.

| have considered that the main goal of my reseavobld be to analyse the role that
agricultural grants and subsidies, as well as fealdle loan facilities have had in improving
liquidity and profitability in case of agriculturanterprises. | found out that the changing
agricultural grant and subsidy system meant to avgrthe income situation of enterprises
has had a greater impact on individual farmers, miake out more than 70% of the county’s
agricultural businesses, whereas in case of busipagnerships basically neither liquidity,
nor profitability have been influenced by grants,tisey cannot be planned and used as tools
to improve liquidity and profitability. Consequentlagricultural grants and subsidies do not
have a direct impact on profitability, while in tlvase of business partnerships, separating
grants and plant performance can be successfutly adoBékés county.
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6. SUMMARY

Due to its favorable geographical features and aebijood quality, Békés county has an
agricultural potential above the average, therefmeculture plays an important role in its
economic life. The bearing of agriculture is refegtby its place in the structure of labour, the
high percentage of agriculturally cultivable lande excellent quality arable land, and the
food industry, which is competitive even in inteioaal terms. In the county grain
production, pig, beef and poultry raising goes b&zkcenturies, and the contribution of
agriculture to GDP is two times more than the mati@verage. Owing to its agrarian feature,
the agricultural problems of the county, especitiy questions of agrarian financing, deserve
considerable attention.

In my research analysing the data and indexes raéudigiral enterprises in Békés county, |
studied the role and significance of agrarian slibsj the profitability, liquidity and capital
structure of enterprises, the availability of ctedand subsidies, and also the correlation
between profitability, liquidity and subsidizingvie of farming enterprises. What | conceived
as the most important aim of the thesis is to stwtigt kind and how significant role the
agrarian subsidies and preferential credit constmg played in the liquidity of enterprises.
During my studies, | also searched for answers dreghe phenomenon called 'subsidy leak’
belonging to the questions of efficient applicat@insubsidies, and whether the process of
decoupling, ceasing the connection between thenerfesubsidy and that of production, can
materialize in the enterprises in Békés countyaisecthe standard area-based subsidy (SPS) is
launched. To start my research with, | studiedteeated the literature of the subject.

| shortly reviewed the progress of small and medsimed agricultural enterprises from the
change of system until today. | outlined the comgepf liquidity, profitability and
competitiveness, the capital structure and souromposition indexes of agricultural
enterprises from several authors’ point of viewediewed how the profitability of agriculture
varied since the change of systems. | presentefinduecing characteristics due to the special
features of agricultural producion, moreover tmaficing strategies of agricultural enterprises
which influence the possibility of financing andedit borrowing. | demonstrated the
European Union and national subsidy systems, bgsitte role of preferential credit
constructions offered to agricultural enterprisesirdy three periods: before joining the
European Union, after joining, and the period betw2007 and 2013. Since the subject of
agrarian subsidies is remarkably extensive andsiyé outlined the developmental subsidies
in detail, but the subsidies connected to prodadizmgentially.

The problems of agricultural enterprises are thek laf assets, lack of capital, financing
ongoing production and development, finally the iomome level achieved with agricultural

activity. The national subsidies, the preferenteddit constructions and since 2004 the
European Union resources play an extremely impbrtate in improving the financial

situation of farmers, financing their operating dsnand materializing their investment. |
studied the role of national and European Unionskls and preferential credit

constructions in Bekes county by the methods ofstenaire, in-depth interviews, and
statistical analysis. Among the preferental crembhstructions, | highlighted the capital
supplemental credit constructions and the joinirgglits called within the scope of the Europe
Plan Agrarian Credit Program. | pointed out thathbibe capital supplemental credit and the
Europe credit were really popular with farmers, mos whom used them as primary
producers or self-employed farmers; consideringstiva of credit joint businesses applied for
greater sums of credit. In most cases the Eurogditovas borrowed for purchasing material
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and assets, or for repaying credits — mostly chpitpplemental credits - borrowed earlier. |

established that the need of enterprises in Be&astg for preferential credit constructions

did not change in a great extent in the periodstigated, however, the composition of them
became different: the need for credits dated withigear dropped significantly, while the

number of applicants claiming investment creditteedaover a year increased, the sum of
claimed credit increased, and farmers could olugedit on more favorable conditions.

We can notice a significant, positive turn in coctien with problems of borrowing credit
well-seen in earlier researches: banks considécwudiyral entrepreneurs as reliable, more and
more financially strong clients, farmers have betieances to obtain credit — it is easier,
faster and conditions are more favorable to obtagdit nowadays than one decade before,
which | assigned to the fact that the judgemenbariks towards the agricultural sector has
improved considerably. As for the subsidies, it banstated that almost all the enterprises |
surveyed obtained agricultural subsidies, mosheft for purchasing machinery, besides, the
investment supporting aim was also remarkable &simg animals and crop production,
finally, NVT Agrarian Environmental Farming Programas also popular with farmers.
Farmers in this region realized the economic sigaifce of subsidies, thus the indexes of
intensity of participation in tenders and effectiges are more favorable than in other
counties of the region, and even higher than thema average. It all foreshadows that
farmers of the county will be successful at obtagnihe developmental resources during the
supporting period of 2007 and 2013 fostering thentgs economy together with its agrarian
sector to join up.

| analysed the correlations between liquidity, patility and supporting level of agricultural
enterprises in Bekes county by using statisticalhods of several variables — correlation
analysis, principal component analysis, clustedysm A significant part of calculations is
based on the testing plant database of the Agu@ilResearch Institute (AKI) concerning
Bekes county. | proved that the close correlatiomntl between liquidity, profitability and
subsidies cannot be detected, agricultural entaprin Bekes county, on base of their
profitability and liquidity indexes and supportidigta, belong to one group apart from some
exceptions. | confirmed that the solvency of adtigal enterprises in Bekes county does not
depend fundamentally on subsidies, thus they cabadaken into plan as an expedient to
improve liquidity. | found evidence that agrarianbsidies do not influence liquidity of
agricultural enterprises in Bekes county diredihys the process of decoupling, ceasing the
connection between the extent of subsidy and thptamuction, can materialize successfully
in enterprises in Bekes county.

On the whole, it can be established that in Belamity in the last decade a significant
positive turn took place concerning the agrariactagejoining up, farmers’ liquidity and
income level improvement, farmers’ better chance®ldaining credit, the transforming
agrarian supporting system served for improvingititeme position of enterprises and will
serve in the future as well, however, we must p@ai@r attention to adequate utilization of
agrarian subsidies and subsidy leak.
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