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Abstract: The financial structure of enterprises is constantly a subject of research of many academics. Despite the fact that
many scientific studies deal with this area of financial management, the research is mostly focused on industrial companies.
In our opinion, there is a wide scope for research into the segment of agricultural enterprises and their financial structure,
as well. The aim of the paper is, therefore, to analyse the direction and intensity of action of the selected internal corporate
factors and external factors of the macro-environment on the financial structure of Czech and Slovak agricultural enterpri-
ses and to identify differences in the action of these factors between the Czech and Slovak companies. The methods of mul-
tiple regression and correlation analysis have been used as the main research methods. The achieved results pointed at the
fact that in addition to the internal corporate factors, the external factors of the macro-environment were also statistically
highly significant for certain groups of agricultural enterprises. The paper also points to some differences in the direction
and intensity of action of the chosen factors on the examined level of debt — the total indebtedness and the credit indebted-
ness of the studied agricultural enterprises.
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After the Czech and Slovak Republic have joined
the European Union on 1% May 2004, both countries
have adopted the Common Agricultural Policy, as well.
Despite the operation of the Common Agricultural
Policy and the impression of creating a uniform econ-
omy, there are some researches proving that there is
a considerable variance among the productivity, the
technological level as well as the market integration
of agricultural enterprises in different EU countries
(Blaas 2008). Also Duri¢ova and Chrastinova (2010)
refer to some differences in Czech and Slovak agri-
culture. The mentioned differences are mainly due
to the natural conditions in which the enterprises
operate. The dependence on natural conditions is dif-
ferent not only at the level of the individual countries,

but also within the countries. This was confirmed
by Chrastinova’s research (2008). Different natural
and climatic conditions in which Czech and Slovak
agricultural enterprises operate affect the production
possibilities of these companies. In this paper, we
will focus on the comparison of factors affecting the
financial structure of Czech and Slovak agricultural
enterprises.

There are numerous studies and researches dealing
with the property and financial structure® of agri-
cultural enterprises (Nurmet 2001; Hacherovd and
Szovics 2002; Szabo and Grznar 2002; Janda and Cajka
2006). The examination of the factors influencing the
property and financial structure on a sample of Czech
agricultural enterprises was the research subject of

The work is a creative output of the grant task of the VEGA 1/0004/13 Recent Trends and Methods of Financial Man-
agement and Their Impact on Enterprise Financial Stability and Young Teachers) Researchers) and Ph.D. students’ grant
under the registration number I-15-104-00 Comparison of factors determining the financial structure of Slovak and
Czech enterprises and their impact on financial stability of these enterprises.

!Since some authors define financial and capital structure in different ways and one group even considers these concepts
being the same, in our paper under the term “financial structure” we understand the structure of the total financial
sources which finance the enterprise activities.
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Aulové and Hlavsa (2013). The research was focused
on the impact of internal corporate factors on the
financial structure of these companies. The research
results point to the fact that the most important
determinants of the financial structure of Czech
agricultural enterprises are the size of the company,
the structure of assets, profitability and liquidity. The
attempts to design the financial structure optimiza-
tion model of Czech dairy farms can be found in
Chmelikova’s study (2002). As reported by the author
herself, such a unified model of optimization cannot
be made, because by changing the proportion of debt
in the financial structure, considerable disparities can
be found in the financial health of these dairy farms.
It is, therefore, necessary to examine each company
individually. In the Slovak Republic, the determinants
of the property and financial structure in the field
of agriculture had been studied by Baloghovd and
Hacherova (2009). The authors found out that the
amount of profit achieved influences the level of the
current trade liabilities and bank loans.

The main objective of this paper is the analysis and
quantification of the factors determining the possibili-
ties of shaping the financial structure of Czech and
Slovak agricultural enterprises. The aforementioned
factors are divided on the basis of their internal logi-
cal connections into two separate groups — internal
corporate factors and external macro-environment
factors in which the studied enterprises conduct their
business activities. We assume that the difference in
the Czech and Slovak macroeconomic environment
is also reflected by the intensity, respectively even
by the direction of action of the selected factors on
the possibilities for shaping the financial structure
of Czech and Slovak agricultural enterprises.

MATERIAL AND METHODS

The financial statements required for this study have
been obtained from the Cribis database (concerning
the Slovak enterprises) and from the Albertina (as
for the Czech enterprises). We have chosen a number
of selection criteria for selecting the companies. The
primary criterion was the affiliation of enterprises to
the industry - we have used the SK NACE (CZ NACE)
A —Agriculture, forestry and fishing, Groups 01.1 —
Growing of non-perennial crops, 01.2 — Growing of

perennial crops, 01.4 — Livestock breeding and 01.5
— Mixed farming. Further, from all these companies,
we have selected just the legal entities — business
companies (i.e. the legal form of joint- stock com-
panies and limited liability companies). We have
analysed the years 2009-20142 so our further condi-
tion was the date of legal incorporation — up to 31*
December 2008.

By setting the criteria for the studied enterprises
and after the exclusion of companies whose financial
statements were incorrect, our total sample group
consisted of 2199 Czech and 798 Slovak agricultural
enterprises.

The direction and intensity of the selected factors
influence on the financial structure of the surveyed
agricultural enterprises were analysed by the multiple
regression analysis model:

MZ, =B, + B.GDP,+ B, HICP, + B.i, + B tax, +
B-ROA,, + B size, + Bliq, + By AsSt, + By risk,, +

Bio NDTS,, ;) age, + &, (1)
where
MZ = selected debt ratio of the sample of enterprises
i = number of enterprises in the sample
t = specifically analysed period
Bo = the intercept parameter

B, — By = regression coefficients

independent variables: GDP — GDP growth, HICP —
harmonized inflation rate, i —interest rate, tax —
tax rate, ROA — gross return on assets, size —
logarithm of revenues reflecting the size of the
enterprise, lig — liquidity, AsSt — assets structure,
risk — risk level of the company, NDTS — non-debt
tax shield, age — the number of years since the
company’s establishment to the observation date

€. = random errors.

Dependent variables

The financial structure is represented by the indica-
tors of indebtedness. That is the reason why in the
model of the regression analysis the indebtedness
rate of the studied agricultural enterprises acts as
the dependent variable. In our research, we decided
to test the impact of selected variables on the total
indebtedness (designed as borrowed capital to total
assets), the long-term indebtedness (long-term bor-
rowed funding sources to total assets), the credit
indebtedness (bank loans to total assets) and the

2At the time of processing the analytical part of the paper, there have not been available the financial statements of all

studied enterprises as of 2014, so at some companies, the analysis has been carried out only for the period 2009-2013.
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Table 1. The summary of the studied determinants of financial structure and the way of their expression

Independent Indicator Expected impact Researches that confirm the direction of
variables of the factor  expected impact of the factor
Economic cycle GDP growth + Frank and Goyal 2004; Yeh and Rocca 2010
Inflation HICP B Demirgii¢-Kunt and Maksimovic 1998; Clayman
et al. 2008
Interest rate Average interest rates on loans + Vlachynsky et al. 2009; Bokpin 2009
to enterprises
rca‘zzporate YX " (EBT - net profit)/EBT + Kristofik 2002; Bauer 2004
Profitability Profit before tax/total assets - Ra)aq and Zingales 1995; Nivorozkin 2004;
Bokpin 2009
Size of a Natural logarithm of turnover N Nguyen and Ramachandran 2006; Hailu et al.
company 2007
Liquidity (;ur}'gr}t assets/short term - Ramalho and da Silva 2009; Moosa and Li 2012
liabilities
Assets structure Tangible fixed assets/total + Joeveer 2006; Heyman et al. 2008

assets

Business risk Taffler model

Non-debt tax Depreciation/total assets

shield

Age of the The num!)er of years since the
company’s establishment to the

company

observation date

DeAngelo and Masulis 1980; Titman and Wessels
1988

Sogorb-Mira 2005; Rezndkov4 et al. 2010; Ameer
2013

Klapper et al. 2002; Jensen and Uhl 2008

Source: own processing

long-term credit indebtedness (long-term bank loans
to total assets).

Independent variables

When selecting the factors which, as we assume,
affect the financial structure of the examined Czech
and Slovak agricultural enterprises, we based our
selection on a study of numerous domestic and for-
eign researches dealing with the issue of factors de-
termining the financial structure of enterprises. The
aforementioned factors are generally divided into two
main groups — the external macro-environment fac-
tors and internal corporate factors. The summary of
the studied determinants as well as the way of their
expression is listed in Table 1.

RESULTS AND DISCUSSION

At this point, we would like to point out the specif-
ics and differences in the financial structure of Czech
and Slovak agricultural enterprises. Table 2 indicates
the average indicator values of the total, long-term,
credit, and long-term credit indebtedness of the
studied enterprises divided by sectors.

26

Concerning the total indebtedness of the sample
of enterprises in all four groups, it is evident that the
Slovak agricultural enterprises are significantly more
indebted than the Czech ones (e.g. while a median
Slovak company in the group of mixed farming has
only 30% share of own funding sources to the total
funding sources, which are used to cover the prop-
erty, in the event of the median Czech enterprise,
this number is twice as high, i.e. the equity ratio is
60%). In the case of the Slovak sample of enterprises,
it is not unusual that the total indebtedness exceeds
100%, i.e. a considerable part of Slovak agricultural
companies is over- indebted. The over- indebtedness
of these enterprises is often caused by the long-term
recurring losses that gradually reduce the amount
of equity until the accumulated losses do eventu-
ally exceed own funds of the company, so they have
to be covered by the external funding sources as
well. In the case of Czech agricultural enterprises,
compared to the Slovak ones, the financial situation
appears to be more consolidated, not only as for the
level of the total debt, but in particular concerning
the debt structure. By looking at the total long-term
indebtedness of Slovak enterprises, it is obvious that a
crucial part of the debt consists of short-term external
funding sources (e.g. the long-term indebtedness of
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Table 2. The average values of debt indicators in the analysed sample of enterprises as for the year 2013 in %

SK Ccz SK cz
Indicator total indebtedness long-term indebtedness
Sector Q1 Q2 Q3 Q1 Q2 Q3 Q1 Q2 Q3 Q1 Q2 Q3
Growing of non-perennial crops 43.91 71.74 91.8 19.19 50.18 79.08 0.06 6,38 20.61 0.00 4.22 28.22
Growing of perennial crops 67.72 85.63 98.63 32.98 53.02 87.24 0.00 0,46 17.24 0.01 4.3 26.64
Livestock breeding 48.13 68.73 87.3 22.78 59.16 9048 031 7,57 20.61 0.02 139 26.71
Mixed farming 48.72 70.26 91.27 20.52 39.52 65.79 0.16 6,21 2553 1.78 13.32 3041
Indicator credit indebtedness long-term credit indebtedness
Sector Q1 Q2 Q3 Q1 Q2 Q3 Q1 Q2 Q3 Q1 Q2 Q3
ggopvzing of non-perennial 0.00 0.00 11.7 000 1.2 188 0.00 000 0.17 0.0 0.00 622
Growing of perennial crops 0.00 0.00 0.00 0.00 0.00 22.84 0.00 0.00 0.00 0.00 0.00 1.94
Livestock breeding 0.00 1.81 18.71 0.00 0.00 24.58 0.00 0.00 3.71 0.00 0.00 0.00
Mixed farming 0.00 0.00 11.45 0.00 897 204 0.00 0.00 0.00 0.00 4.8 14.51

Note: Q1 — lower quartile; Q2 — median; Q3 — upper quartile

Source: own processing

a median company in the group of mixed farming is
only 6%, which at 70% of total indebtedness means
that the enterprises are almost completely financed by
short-term funds). This way of financing may cause
significant liquidity problems to Slovak enterprises.
Czech agricultural enterprises are doing significantly
better — e.g. the long-term indebtedness of a median
company in the group of mixed farming is at the
level of 13% (while the total indebtedness is 40%),
i.e. nearly one third of external funds are the sources
of long-term nature.

Differences between Czech and Slovak agricultural
enterprises can also be found in the area of the credit
and long-term credit indebtedness. Czech enterprises
included in the sample use the bank loans as a source of
financing at a significantly higher rate, but, neverthe-
less, we have to conclude that bank loans in general are
not a common way of financing, neither in the Czech
nor Slovak agricultural enterprises. Even the median
enterprises in all groups of Slovak companies (with the
exception of breeding livestock) and Czech median
companies in groups of growing perennial crops and
breeding livestock do not use this source of funding.
Matouskova (2009) indicates production riskiness
and a lower credit rating of agricultural enterprises as
the main reason for the low use of bank loans by this
business segment. As other reasons for the low use of
bank loans, especially the long-term ones, there are
given the high loan interests and the prioritization
of the short-term loans by banks (Sevéikova 2000).

In the case of Slovak agricultural enterprises, we
can conclude that the structure of funding sources

is not optimal. As stated by Sovikova (2013), Slovak
enterprises have difficulties to cope with indebtedness
—e.g.in 2012 the level of a median Slovak enterprise
flow indebtedness reached 23, which means that it
would take 23 years while a median Slovak enterprise
could pay off its debts (the recommended value for
this parameter is up to 3 years).

What could we indicate as the main reasons of
that inappropriate structure of external financing
sources of Slovak agricultural and industrial enter-
prises? As the main reason, we consider the strict
requirements and credit standards of banks due
to their precautions and the need to respect their
capital adequacy. Enterprises fail to fulfil the strict
requirements and as a result, they cannot obtain a
bank loan. As stated by Markovi¢ et al. (2013), ob-
taining loans by enterprises without sufficient own
funds and creditworthy assets that might serve as a
collateral is considerably difficult.

Before the examination of the selected factors’
impact on the corporate financial structure, it was
necessary to determine whether among the factors
(which we expect to influence the dependent variable),
there is not a strong positive, respectively negative
correlation, i.e. whether the factors are independent
on each other. As a strong dependence, we consider
the correlation coefficient greater than 0.8 in the
absolute amount. At this point, we present in the
Table 3 the correlation matrix for the group of en-
terprises engaged in growing non-perennial crops.

The correlation matrix for other groups of Czech
and Slovak enterprises is not stated in the paper. The
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Table 3. The study of the relationship tightness among the independent variables in the group of growing non-

perennial crops in the Slovak sample of enterprises

GDP HICP i tax ROA size liq AsStr risk NDTS age
GDP 1.0000
HICP -0.1094  1.0000
i 0.0198 -0.0042 1.0000
tax -0.0145 -0.0077 -0.0082  1.0000
ROA 0.0124 -0.0199 -0.0005 0.0025 1.0000
size -0.0274 -0.0132 0.0250 0.0174 0.0288 1.0000
liq -0.0125 -0.0187 0.0023 -0.0028 0.0110 -0.1757 1.0000
AsStr -0.0353 0.0155 0.0496 -0.0160 0.0397 0.0827 -0.1359 1.0000
risk -0.0025 0.0134 0.0017 -0.0037 0.6495 -0.0227 0.3384 -0.0796 1.0000
NDTS -0.0103 0.0256 -0.0002 -0.0017 -0.6949 -0.0137 -0.0064 -0.0408 -0.6369 1.0000
age -0.1569 -0.3118 -0.0173 0.0232 -0.0029 0.0456 0.0649 -0.0394 0.0175 0.0049 1.0000

Source: own processing

testing results of the relations’ tightness among the
different variables in all groups show that there are not
any that would be strongly dependent on each other.

The summary of the selected factors’ direction and
intensity on the financial structure of the studied
Czech and Slovak agricultural enterprises is pre-
sented in Table 4 and 5. There are also presented
the coefficients of these factors and their statistical
significance.

In the case of the long-term indebtedness and total
indebtedness, the results point to interesting findings
about the differences in the direction and intensity of
factors both among the sectors and the countries as
well. As we can see in Table 4, the impact of external
factors of the macro-environment is lower than the
impact of the internal corporate factors.

In the context of external macro-environment fac-
tors, concerning the total and the long-term indebt-
edness, a positive impact of the economic cycle on
the indebtedness of Slovak enterprises has occurred
only in the group of growing perennial crops. There
is a positive correlation, i.e. with the growth of the
Slovak economy, also an increase in the indebtedness
of Slovak enterprises has been detected. In our view,
given that the major part of the total indebtedness
of Slovak enterprises consists of short-term debt, an
increase of indebtedness during an economic boom
is caused mainly by an increase in the short-term
external funding. As a statistically significant factor
(in the group of the macro factors), there has also
turned out to be the impact of the tax rate on the total
and long-term indebtedness of Czech enterprises in
the group of growing non-perennial crops. However,
it has been more interesting to analyse the impact
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of interest rates on the indebtedness of the studied
agricultural enterprises. The influence of the interest
rates has reflected in two ways — a negative correla-
tion has been observed in the group of planting non-
perennial crops, while a positive correlation has been
observed in the Slovak enterprises’ group of growing
perennial crops and in the Czech enterprises’ group
of livestock breeding and mixed farming. Enterprises
with a positive correlation between interest rates and
their indebtedness seem to take advantage of the
positive impact of the interest tax shield.

The internal corporate factors seem to have a much
stronger impact on the financial structure of ag-
ricultural enterprises. By analysing the operating
direction of factors on the Czech and Slovak com-
panies, we found out that this direction was mostly
identical. An exception is the effect of the non-debt
tax shield on the total indebtedness of Czech and
Slovak agricultural enterprises in almost all groups.
In the case of Slovak enterprises, we can observe a
negative correlation, i.e. with an increase in the non-
debt tax shield (i.e. with an increasing proportion of
depreciation to the total assets), the indebtedness of
the studied companies’ declines. This result is in ac-
cordance with our expectations and research results
of other foreign studies (Sogorb-Mira 2005; Ameer
2013). We assumed previously that the increasing
proportion of depreciation to the total assets should
lead to higher tax savings (because the depreciation
is a tax-deductible cost) and thus as a result of these
savings, the generated net profit would be higher as
well. This should lead to the increase of own financial
sources. In the case of Czech enterprises, the results
show a positive correlation between the non-debt tax
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shield and indebtedness. This fact can be explained
in a number of ways. At first, the benefits arising
from the non-debt tax shield can only be exploited
by those enterprises that were able to generate a
sufficient amount of funds during the financial year.
If enterprises cannot exploit these advantages, the
depreciation only increases the total costs and reduces
the reported economic results, resulting in a decrease
of own funds and the related increase of external
funding. On the other hand, if enterprises do benefit
from the non-debt tax shield, that leads to an increase
in their net income and they could obtain external
funding sources more easily. As they achieve better
economic results, other entities do incline more to
provide them with external funds. So by increasing

the profitability of these enterprises, the debt ratio
in the financial structure raises as well.

The structure of company assets is statistically
highly significant factor both for the Czech and for
the Slovak agricultural enterprises. A strong posi-
tive correlation occurred mainly in the long-term
indebtedness. Long-term tangible assets can serve
as collateral when trying to obtain long-term loans,
and, therefore, with the raising share of long-term
tangible assets, also the increase of indebtedness
happens. Our results are consistent with the research
results of Heyman et al. (2008) and Joeveer (2006).

According to the results of our research, the statisti-
cally highly significant factors, which are negatively
correlated with indebtedness of the studied Czech

Table 4. Summary of the direction and intensity of the analysed factors on the total and long-term indebtedness

of the studied enterprises

Growing of non-

Growing of perennial

Independent perennial crops crops Livestock breeding Mixed farming
variable

SK CZ SK CczZ SK CZ SK CZ
Total indebtedness
GDP —-0.4088 0.0299 3.6880** -1.1183 -0.7388 -0.4588 0.0462 -0.1296
HICP -0.0313 -0.6810 -2.4518 -0.0876 -0.2778 -1.4704 0.5099 0.3812
i —-0.0006** —-0.0008 -0.0116 0.0027 0.0000 0.0017 —-0.0001 0.0115%**
tax 0.0001 -0.0144** -0.0199 -0.0265 —-0.0026 -0.0083 —-0.0006 —-0.0086
ROA —-0.5873*** —-0.3327*** -0.7589*** -0.0036 -1.0015*** -0.4158***  —0.4159*** —-0.1856***
Size -0.0588*** —-0.0460*** —0.0436** -0.0171 —-0.0413*** -0.0079 -0.0196*** —0.0721***
Liq -0.0096*** —-0.0005***  —0.0036*** —-0.0005*** 0.0000 —-0.0007*** 0.0000 —-0.0006***
AsStr 0.0530 0.1774%** 0.0821 0.6404***  -0.1088* 0.2076*** 0.1667***  0.0763***
Risk —-0.0044 —-0.0122%** 0.0037 —-0.0009 -0.0012*  -0.0019 —-0.0027#** —0.0023***
NDTS —0.6494***  0.9516"** 0.0795 -1.0743** -0.5131***  0.6106*** —0.0105 0.4217%**
Age —-0.0006 —-0.0065***  —-0.0290 -0.0187***  -0.0150*  -0.0117*** —0.0092 —0.0039***
Adj. R? 0.1759 0.1700 0.4958 0.1262 0.1914 0.1883 0.0767 0.1415
Long-term indebtedness
GDP -0.1442 -0.1916 -0.1156 -0.1634 -0.3965 -0.3663 -0.6401*  -0.2740
HICP 0.8487**  -0.3263 1.77 -0.9726 0.2119 -1.1592 -0.5992 -0.7092
i —-0.0004***  0.0027 1.3092***  0.0006 0.0000 0.0021%** 0.0000 0.0045%**
tax 0.0001 -0.0101* -0.0128 0.0066 0.0006 -0.0005 0.0002 —-0.0016
ROA -0.0363 —0.1112%** 0.0466 —-0.0009 -0.0874 -0.0329 -0.0310 —-0.0612***
Size 0.0001 -0.01430** —-0.0024 0.0142 -0.0183** -0.0113 -0.0027 -0.0018
Liq 0.0034*** —-0.0001** 0.0003 0.0001 0.0000 -0.0001** 0.0000 0.0000
AsStr 0.2975***  0.19807***  0.1510** 0.3122%** 0.1944***  0.2825*** 0.2449***  0.1796***
Risk -0.0128*** —-0.0060***  —0.0020 0.0047** —-0.0004 -0.0032** —-0.0001 —-0.0008**
NDTS -0.0506* 0.0436 0.4934 0.4514* —-0.5080***  0.2711%** -0.0823 0.2036%**
Age 0.0073 0.0040%* 0.0319*  -0.0068***  —-0.0108 -0.0036 —-0.0122%**  0.0024***
Adj. R? 0.1316 0.0593 0.1296 0.1361 0.0375 0.0628 0.0736 0.0520

*** indicates significance at the 1% level, ** indicates significance at the 5% level and * indicates significance at 10% level

Source: compiled by authors
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and Slovak agricultural enterprises, are profitability,
size, liquidity, risk level and age of the company. Some
results are in line with our assumptions. We expected
that the increase of profitability would lead to the
decrease in indebtedness because the enterprises
could generate a sufficient amount of own funds for
their financing. We also assumed a negative corre-
lation between the risk level and indebtedness. The
capital lenders can examine the financial situation
of enterprises, so in the case of their poor credit-
worthiness the lenders simply would not lend them
any money. Inconsistent with our assumptions is the
size of the enterprise. As for the company size, the
available professional literature and scientific studies
(Rajan and Zingales 1995; Hall et al. 2000; Polavkova

Table 5. Summary of the direction and intensity of th
debtedness of the studied enterprises

doi: 10.17221/325/2015-AGRICECON

2000) often indicate that bigger enterprises are more
indebted than the smaller ones. The results of our
study for Czech and Slovak agricultural enterprises
indicate the reverse situation, i.e. there is a negative
correlation between the size and the indebtedness
of the companies. We believe that a lower share of
external funding sources in bigger companies is due
to the fact that these companies are in the process
of growth and, over time, they can generate and
accumulate more own financial sources, which are
then used to fund the companies, so they are not
dependent on the use of external funding.

Among the factors affecting the total and credit
indebtedness of Czech and Slovak agricultural en-
terprises, there can be found some slight differences.

e analysed factors on the credit and long-term credit in-

Growing of non-

Growing of perennial

Independent perennial crops crops Livestock breeding Mixed farming
variables

SK CZ SK CZ SK CZ SK CZ
Credit indebtedness
GDP -0.2865 0.0914 0.2230 -0.2496 -0.3020 -0.1710 0.0640 -0.0896
HICP 0.4443* 0.4055 0.2990 0.0944 0.3893 0.2128 0.2389 0.2363
i —-0.0001 —-0.0125%** 0.2980**  —0.0100%** 0.0000 -0.0011***  —-0.0001 —0.0127%**
tax 0.0028*** —-0.0023 0.0025 0.0073 0.0026 0.0023 0.0000 —-0.0014
ROA —-0.0205 -0.0235"* -0.0032 0.0000 -0.0216 —-0.0053 -0.0120 -0.0030
Size 0.0133***  0.0223*** 0.0090** 0.0179*** 0.0189***  0.0233*** 0.0017 0.0232%**
Liq -0.0007 0.0000 —-0.0001 0.0000 0.0000 0.0000 0.0001 0.0000
AsStr 0.0439***  0.0900***  -0.0178 0.0994%#* 0.0308* 0.0834** 0.0730***  0.0913***
Risk -0.0011 -0.0010 0.0005 -0.0013 —-0.0001 0.0000 —-0.0004 —-0.0003
NDTS -0.0239 0.6650"** 0.0609 0.0166 —-0.0836 0.1282%** 0.0554 0.2934**
Age —-0.0048 —-0.0025***  -0.0019 -0.0016 —-0.0060**  —-0.0012** -0.0077*** —-0.0018***
Adj. R? 0.0400 0.1399 0.0906 0.1092 0.074 0.0861 0.0328 0.1439
Long-term credit indebtedness
GDP —-0.2899**  -0.0207 -0.0733 -0.0712 -0.1879 -0.0637 -0.1052 —-0.0662
HICP 0.5710***  0.3159 —-0.0582 0.3119 0.4463*** -0.3162 0.1873 0.0583
i 0.0000 —-0.0066*** 0.1335*** —-0.0057*** 0.0000 —-0.0005*** 0.0000 —-0.0078***
tax 0.0003 —-0.0007 0.0012 -0.0021 0.0004 0.0024 0.0000 -0.0020
ROA -0.0189*  -0.0050 -0.0019 0.0002 -0.0190 0.0083 0.0002 0.0012
Size 0.0044** 0.0216%** 0.0030* 0.0074* 0.0045** 0.0139***  -0.0002 0.0232%**
Liq —-0.0001 0.00003* 0.0000 0.0000 0.0000 0.0001** 0.0000 0.00003***
AsStr 0.0495***  0.0798%*** 0.0028 0.0968*** 0.0352***  0.0535%** 0.0447***  0.0850%**
Risk -0.0002 -0.0002 0.0001 —-0.0005 0.0000 0.0000 —-0.0001 0.0000
NDTS -0.0210* 0.0331 -0.0702* 0.0000 -0.0772%* 0.0548* 0.0107 0.1439***
Age —-0.0092*** —-0.0012%** 0.0005 0.0000 —-0.0104***  0.0005 —-0.0080***  0.0000
Adj. R 0.0638 0.0936 0.0714 0.0835 0.095 0.0843 0.0339 0.1725

*** indicates significance at the 1% level, ** indicates significance at the 5% level and * indicates significance at 10% level.

Source: compiled by authors

30



Agric. Econ. — Czech, 62, 2016 (0): 00—

Original Paper

doi: 10.17221/325/2015-AGRICECON

Table 5 presents the statistical significance of factors
determining the total credit and long-term credit
indebtedness.

The decisive factors influencing the total credit
indebtedness and long-term credit indebtedness,
concerning the macro-environment factors, are es-
pecially inflation and the level of interest rates. From
the internal corporate factors, there are mostly impor-
tant the size of the company, the structure of assets,
the non-debt tax shield and the duration period of
company’s existence.

The inflation is a statistically highly significant fac-
tor especially for the long-term credit indebtedness
of Slovak agricultural enterprises in the groups of
growing non-perennial crops and livestock breeding.
However, the interesting finding is that the inflation
does not affect the credit indebtedness of the studied
Czech enterprises at all. On the contrary, concerning
the Czech enterprises, a significant factor has proven
to be the level of interest rates, which is negatively
correlated with the credit indebtedness (high interest
rates lead eventually to a decrease in credit funding
because the price is simply too high).

In the case of the internal corporate factors, the
structure of assets is statistically a highly significant
factor in almost all of the studied groups (with the
exception of growing non-perennial crops in Slovakia).
Although the structure of assets has shown to be a sig-
nificant factor also for the total debt, the significance
of this factor in the credit indebtedness has raised
even more. Enterprises operating in the agricultural
sector are generally regarded by banks as relatively
high-risk companies due to their specifications, and,
therefore, the banks also require sufficient collateral.
Especially the long-term tangible assets are mainly
used as collateral, so this factor is statistically highly
significant in the case of credit indebtedness.

In addition to the assets structure, the other statis-
tically highly significant factors are the non-debt tax
shield, the age and size of enterprises. The direction
of action of the non-debt tax shield and the age of
enterprise is consistent with the direction of action of
the total indebtedness, so at this point, we will focus
only on the effect of the company size. As a matter
of fact, regarding the company size, we can observe
a dual direction of action, depending on the selected
dependent variable. We have found a negative cor-
relation between the total indebtedness and the size
of the company, i.e. an increase in the size category
of the enterprise is accompanied by a decrease of the
enterprise indebtedness. Regarding just the credit

indebtedness, our research proves a positive cor-
relation — that is, an increase in the size category
leads also to the increase in the credit indebtedness
of the enterprise. The positive correlation between
the company size and its credit indebtedness is also
indicated in the study of Jensen and Uhl (2008). The
indicated positive correlation can be explained by the
precaution of banks in providing bank loans — big-
ger companies tend to have more diversified busi-
ness activities than the smaller ones. That means a
reduced risk through the diversification of business
and, therefore, the bigger companies appear to be
less risky for the banks. Simultaneously, the bigger
companies have a greater volume of assets that can
be used as a collateral to get a loan.

CONCLUSION

Our research results point to several interesting
facts in the financial structure of Czech and Slovak
agricultural enterprises. Our aim was to analyse the
factors that affect the financial structure of these enter-
prises and to look for differences in the action of these
factors between the countries. At the very beginning
of the study, we found out that there were significant
differences in the structure of funding sources of Czech
and Slovak agricultural enterprises. We also found
out that the financial condition of Czech enterprises
appeared to be more consolidated than the financial
condition of Slovak enterprises. Slovak agricultural
enterprises are struggling with a high indebtedness
and an inappropriate structure of external funding
sources (a decisive share of liabilities consists of short-
term funds, while the share of long-term external
funds is minimal). Such high level of indebtedness, in
conjunction with the low share of long-term financial
sources, requires paying more attention to ensuring
the solvency of those Slovak enterprises.

The main contribution of this paper is the study
of the influence of the external macro-environment
factors (the impact of the economic cycle, inflation
level, interest rates and tax rates) on the financial
structure of Czech and Slovak agricultural enterprises.
In our study of the sample group of enterprises, we
have found out that not only the corporate factors
should be analysed, but attention ought also to be
paid to the external factors of the country in which
the enterprises operate (the impact of several mac-
ro-environment factors on the indebtedness of the
studied agricultural enterprises proved to be highly

31



Original Paper

Agric. Econ. — Czech, 62, 2016 (0): 00—

statistically significant). So, in shaping the financial
structure the agricultural enterprises are also affected
by factors of the macro-environment in which they
operate. The significance of this finding is, in our
opinion, particularly important because the enter-
prises cannot affect significantly the level of these
factors. The factors have to be taken as some sort
of limits within which the enterprises must plan the
structure of their funding sources.

Based on the analysis of the factors that affect the
financial structure of enterprises, it can be stated
that there are some differences both in the intensity,
as well as the direction of their effect. While on the
one side we do not find significant differences be-
tween the Czech and Slovak agricultural enterprises
(and even among individual groups of enterprises)
concerning the profitability, company size, liquidity
and asset structure, on the other side, we found a
different direction of action concerning the non-debt
tax shield or interest rates.

Despite the fact that the number of studies con-
cerned with analysing the factors that influence the
financial structure of agricultural enterprises is not
high, a certain degree of consistency can be observed
comparing the results of our research (as for the
internal corporate factors) with the results of other
studies. The same conclusions about the effect of
profitability and the company size on the financial
structure of agricultural enterprises were indicated by
Prasilova (2012). The results of her research, however,
and unlike our conclusions, they show a negative
correlation between the proportion of tangible assets
to the total assets and the total indebtedness. The
confirmation of the negative impact of the company
size and the positive impact of the asset structure
on the total indebtedness can also be found in the
research of Simonovska et al. (2012). The differences
in the results of the aforementioned studies may be
due to the number and characteristics of the sample
of enterprises, as well as the environment in which
the enterprises operate.
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