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Abstract

The article compares the investment subsidies in agriculture within the EU member states throughout
the period of 2004 — 2013 based on the FADN database. Low investment level affects the cost and efficiency
of agricultural production and thus the overall competitiveness of agricultural production. European programs
providing support for the investments for agriculture aim at improving agricultural competitiveness.
Development of subsidies on investment, property and Farm Net Income adjusted to economic size
of enterprise by correlation analysis is compared in every EU country. Using cluster analysis, the member
states were divided into groups according to subsidies on investments, their share in gross investment
and the share of gross investments in fixed assets. The relationship between subsidies on investments
and gross investment ranges from middle to higher dependency. The amount of subsidies on investments

does not significantly affect the amount of current Farm Net Income.
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Introduction

In the Rural Development Program
for the period 2014-2020, the European Commission
has set three main objectives for the future CAP:
viable food production, sustainable management
of natural resources and climate policies and
balanced territorial development. Six priorities
have been defined: the promotion of knowledge
transfer in agriculture and forestry, improvement
of agricultural competitiveness and viability
of farming and forestry, support for the food chain
organization and risk management, restoration,
protection and maintenance of the ecosystems
dependent on agriculture and forestry, support
of the efficient resource usage and transition
to the low carbon economy in the agri-food sector
and forestry, the promotion of social inclusion,
poverty reduction and economic development
of rural areas. Fulfilment of these objectives
requires mobilizing both European and national
resources. Strengthening the competitiveness
of agriculture requires primarily increasing
the labour productivity, which is not possible
without additional investments.

The investment issue is important because
the current farm production is a function of several
inputs, including the current level of capital,

which depends on past investment decisions.
Annual investment decisions affect both current
and future production. Thus, any policy that
increases investment will influence farm output
for some years into the future (OECD, 2001).

In the program period 2007 — 2013 the Member
States drew the resources to support agricultural
and rural development from EAFRD (Agricultural
Fund for Rural Development) and also
for the current programming period it is possible
to draw resources for investment in agriculture
through this fund based on the approved Rural
Development Programs for the years 2014 — 2020.

A lot of works deal with effects of various types
of subsidies on investment (Viaggi, Raggi,
and Paloma, 2011; Rizov, Pokrivcak, and Ciaian,
2013; O'Toole and Hennessy, 2015; Michalek,
Ciaian, and Kancs 2016). The major concern
of evaluation studies is assuring the causality
between programme measures and estimated
effects (Bergschmidt, 2009; Blandford et al., 2010;
Margarian et al., 2010). Programme effects might
show time lags or even underlie other dynamics.
Since establishing agricultural investments often
requires long timespans (Hoffmann, et al. (1997),
Forstner (2000) and Bradley et al. (2010) point
out that chosen observation periods might be too




short to be able to measure the full implementation
success of investments. Findings in the literature
focus on the effects of coupled subsidies
in narrowly defined agricultural industries. Latruffe
et al. (2009) find a negative impact of coupled
CAP subsidies on the efficiency of French farms
specialised in cereals, oilseeds and beef production.
Lakner (2009) shows, that the agrienvironmental
payments and investment programmes have
a negative effect on the efficiency of organic
dairy farms in Germany. Yee et al. (2004) find
a positive relation between the TFP of US farms
and public expenditure on investment in research,
extension and infrastructure. Mary (2012) estimates
the impact of various types of CAP subsidies
on the efficiency of French crop farms. Targeted
coupled subsidies that are not automatic
but subject to project approval, such as investment
and environmental measures, are found to have
no significant impact on productivity. The aim
of paper Kirchweger, S., & Kantelhardt, J. (2015)
is to identify the effects of the Austrian farm-
investment support programme on structural
change in agriculture. The authors say that,
the intensification effect of the European investment
programme is in contrast to the goals of the European
agri-environmental schemes, even though both are
part of the European RD programme.

According to Richardson (2000) and Shucksmith
et al. (2005) more policy focus is required on
places instead of sectors, acknowledging the
heterogeneity of rural regions as complex economic,
cultural and natural location. This is in line
with OECD recommendations which promoted
a paradigm shift in rural development in response
to the observed heterogeneity of challenges for rural
regions. The OECD calls for a place-based
approach with stronger emphasis on investments
and the valorisation of local assets (OECD, 2006).

Sckokai and Moro (2009) quantifies the impact
of farm policies on investment and output decisions,
with specific reference to the CAP arable crop
regime. The policy impact on farm investment is
not strongly reflected in a positive impact on farm
output, since the investment effects tend to be quite
small.

Article of authors Zasada, et al. (2015) is clarifying
the interactions between capital investments
and capacity building, and on the relevance
of the regional conditions and factor endowments
in determining rural development priorities.
For the new programming period 2014-2020
improved conditions towards the recognition
of development potentials through a multi-

level governance process have been established,
which also allow space for more first place-based
initiatives and projects. Lucian (2014) says that
the absorption level of European funds
for the financial period 2007-2013 was low
for several reasons: lack of strategic vision
for programming development, poor quality
of projects, excessive bureaucracy, lack
of optimization of financial flows etc.
For the financial programming  period
2014-2020, the European Commission will improve
the absorption of EU funds.

The objective of this report is to analyse
the investment subsidies in the EU in the period
2004 — 2013, which is based on the comparison
of selected economic indicators and to find
the connections and links between economic
indicators and investment subsidies.

Materials and methods

In this report there are used calculations based
on the database FADN sample survey, the standard
output (SO) within the 2004-2013 period.
The SO represents an average monetary value
ofagricultural production in the prices of agricultural
producers for each commodity in the region.
The SO is calculated, by the Member States,
per hectare or per livestock unit using basic data
application for the period of 5 consecutive years.
The SO of the agricultural enterprise is calculated
as a sum of the SO of farm livestock. The SO
coefficient is expressed crops and livestock.
The large number of items not only reflects
the diversity of agriculture in the EU but also
indicates the level of mandatory surveys required
for the comprehensiveness and reliability
of the outputs.

Of the many recorded indicators there were chosen
these items which are relevant to the issue and also
are linked to investments. Specifically, these are
the following indicators:

*  Economic size-ESU (code SE 005).
*  Subsidies on investments-EURO (SE 406)

+ Farm Net Income-EURO (SE 420) FNI:
Remuneration to fixed factors of production
of the farm (work, land and capital)
and remuneration to the entrepreneurs risks
(loss/profit) in the accounting year.

» Total fixed assets-EURO (SE 441):
Agricultural land and farm buildings
and forest capital + Buildings + Machinery
and equipment + Breeding livestock.




*  GrossInvestment-EURO (SE 516): Purchases
(exp. land, improvements, machinery,
building) - Sales of Fixed assets + breeding
livestock change of valuation.

For the reason of higher data comparability,
the indicators were recalculated to the economic size
of farms thereby the size of particular agricultural
farms in states were taken into account.

. . -1|EV
In this article was used annual growth rate " o

and for the reasons zero beginning value average

annual increment — where EV are the ending
value, BV are the beginning value and n are
the number of periods.

Based on the data, processed by cluster analysis,
a multi-variable statistial method dividing
the large groups of observation into smaller
and more homogeneous groups could be carried
out. This method can be applied similarly
to the classification of EU Member States according
to the economic performance of farms (Giannakis
and Bruggeman, 2015) the clustering process can be
roughly divided into three categories — hierarchical,
non-hierarchical and a two-stage category. Ward's
method was used in this article. Ward’s method
joins two clusters, A and B, that minimize
the increase in the sum of squares of error within
a cluster, IAB (Rencher (2002), Rezankova, Husek
and Snasel, (2009)),

where n,, n, are the numbers of points in 4, B;

, are centroids of A and B, respectively. As
adistance functionisused Eucliean distance between
two vectors X = (x, x,, ..., xp)T andy=(,y, ... yp)T,
defined as (Rencher, 2002)

Dividing EU states into groups which allows
for a more understandable assessment and defines
the aim of its evaluation (Svoboda, Lososova
and Zdenek, 2015). The commentary of these
groups includes basic descriptive statistical
characteristic. The next part contains the description
of the relationship between defined and
relative indices by the methods of correlation
and regression analysis (Farm Net Income/
Subsidies on investments, Total fixed assets/
Subsidies on investments, Gross Investment/
Subsidies on investments).

Results and discussion

The development of the subsidies on investments
was monitored on the basis of FADN data
converted into economic size (ESU) - see Table 1.
They are listed their absolute value and the average
annual increment for the period of monitoring.
Differences in the amount of investment subsidies
are considerably between countries, some NMS
started to support investments in agriculture
to during the reporting period. Ofthe EU 15 countries
are most encouraged investment in agriculture
in Luxembourg and the lowest in Sweden.

During the period 2004-2013, the average
increment of subsidies on investment in the
EU was 0.25 €/ESU per annum. Luxembourg
(3.62 €/ESU), Lithuania (2.88), Bulgaria (2.55),
Malta (1.69), Portugal (1.45), Slovakia (1.39),
Czech Republic (1.29) show the highest average
increment of subsidies on investment per annum.
On the contrary, the highest decrease in subsidies
on investment was recorded in Slovenia
(-7.2 €/ESU per annum), Latvia (-6.13), Estonia
(-0.67), Romania (-0.59), Greece (-0.31), Ireland
(-0.24), France (-0.11) and Sweden (-0.01)
(Table 1).

EU Member States were divided using cluster
analysis into 4 groups, which have similar
development investment grants during the period
(Figure 1).

Group 1 (Belgium, Poland, UK, France,
Finland), where investment subsidies recalculated
to the economic size of a company approaches
the EU average and grow in time (except France).
The average growth rate of investment subsidies
is the highest in Poland (36 % annually), Finland
(18 %) and Belgium (15 % annually).

Group 2 (Denmark, Netherlands, Sweden,
Germany, Greece, Spain, Italy) is characterized
by below-average investment subsidies recalculated
to the economic size of a company or in individual
years distinct divergences are evident in the size
of investment subsidies (Greece), in Sweden
investment subsidies have been zero recently.
The average growth rate is the highest
in the Netherlands (53 %) and Germany (15 %),
Greece shows the average inter-annual decrease.

Group 3 (Cyprus, Hungary, the CR, Portugal,
Malta, Austria, Slovakia) has above- growth
average investment subsidies, and the CR shows
the highest (by 20 % on the average annually),
Malta and Slovakia proves distinct divergences
in individual years and average decrease can be




Subsidies on Investments in the EU Member States

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 ; I::vreel;:ifl .

Belgium 2.63 3.02 406 5.1 7.82 8.84 11.62 9.94 11.96 9.45 0.76
Bulgaria 406 2.07 403 255 5.93 12.23 19.36 2.55
Cyprus 0 0 757 1.52 10.75 41.65 20.03 16.01 2258 6.65 0.74
Czech Republic 2.76 5.00 5.60 838 1021 15.89 17.94 3532 27.02 1434 129
Denmark 125 092 0.88 0.56 0.72 017 0.53 0.13 1.89 248 0.14
Germany 1.06 0.64 130 1.04 1.62 2.00 2.54 270 231 3.83 0.31
Greece 468 157 1148 7.06 5.41 333 1.70 092 0.76 1.92 031
Spain 1.68 3.08 458 2.01 517 433 408 513 an 267 0.1
Estonia 63.73 3323 14.63 15.44 138.04 77.48 232 5429 59.01 57.73 -0.67
France 9.54 9.29 10.93 8.58 9.05 7.36 8.64 7.98 8.64 8.57 -0.11
Croatia 0

Hungary 12.09 15.11 6.80 14.26 19.72 32.11 17.10 14.77 8.60 17.67 0.62
Ireland 743 11.40 171 4283 87.05 134.66 18.56 6.68 3.77 527 0.24
Italy 3.59 5.00 5.79 409 107 327 415 5.10 3.79 5.68 0.23
Lithuania 3358 93.94 190.67 62.65 125.10 220.93 168.63 148.84 94.26 59.51 2.88
Luxembourg 61.74 72.85 76.97 94.24 $3.03 8112 79.70 81.86 96.54 9433 3.62
Latvia 55.16 79.88 67.62 86.76 84.08 5174 4250 118.10 0 0 6.13
Malta 0 3.92 7.70 027 6.33 0 5647 47.22 19.51 15.18 1.69
Netherlands 0.04 1.99 0.63 026 030 038 1.04 026 0.87 181 0.20
Austria 2.17 2433 28.76 2245 3437 41.44 34.74 3522 27.67 2330 0.13
Poland 0 093 222 7.73 11.65 7.58 10.71 10.72 11.06 11.08 123
Portugal 21.06 26.67 26.59 10.79 9.65 1579 18.26 33.13 3448 3412 1.45
Romania 423 320 280 0.65 132 034 071 059
Finland 2.66 5.84 731 1134 14.40 13.14 13.28 12.82 11.67 12.06 1.05
Sweden 0.10 134 035 0 0 129 0 0 0 0 001
Slovakia 1.69 0 3174 28.94 46.16 47.10 39.14 43.66 28.67 14.17 1.39
Slovenia 128.79 42.00 1456 3447 62.59 80.67 78.08 55.58 5430 64.01 720
United Kingdom 3.66 455 5.74 5.93 438 8.80 7.20 6.14 13.00 735 0.41
EU 4.93 574 7.18 6.14 7.86 9.54 781 8.15 7.44 7.22 025

Source: FADN
Table 1: Investment subsidies (in €/ESU).

Source: FADN, Authors own research

Figure 1: Dendrogram of EU Countries according to Investment Subsidies on Economic Size
of a Company.
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seen in Cyprus (by - 2 %).

Group 4 (Estonia, Slovenia, Luxembourg, Latvia,
Ireland, Lithuania), where investment subsidies
are distinctly above average, nevertheless, in most
of them the average inter-annual decrease can
be seen, a slight increase can be noticed only
in Luxembourg (by 5 %) and Latvia has zero
investment subsidies in the last two years.

In view of the fact that the investment subsidies
should be reflected in gross investment, in table
2 is tracing the evolution of gross investments
converted into economic size (ESU) and again,
the absolute values are complemented by an annual
average increment.

Gross investments grew fastest in Bulgaria
(37.8 €/ESU per annum), Lithuania (33.8), Estonia
(23.9), Czech Republic (21.7), and Latvia (21.5)
per annum, while the highest value of gross
investments recalculated on the economic size
of the enterprise was recorded in Luxembourg,
the Baltics, Slovenia and in Austria. The decline
in gross investments in agriculture is recorded

in Poland, Denmark, Romania, Spain, Malta
and Italy, while the lowest values are in Cyprus,
Greece, Spain, Italy and Malta (Table 2).

According to the share of investment subsidies
on gross investments, the EU states can be divided
into 5 groups (Figure 2).

Group 1 (Belgium, UK, Finland) has the share
of investment subsidies on gross investments
slightly above the EU average and the trend
is slightly dropping in the whole group
and in the whole EU. The biggest dropping rate
of this indicator can be seen in Finland (by -15 %
annually).

Group 2 (the CR, Spain, France, Greece, Italy,
Ireland) is characterized by slightly below-average
share of investment subsidies on gross investments
and the average growth rate is the highest in Greece
(11 %), France and Ireland. The dropping trend can
be seen in the CR, Spain and Italy.

Group 3 (Estonia, Slovenia, Hungary, Austria,
Latvia, Luxembourg, Portugal) has a distinctly

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 ; I;Ac‘:cl:grcl .

Belgium 121.6 134.7 163.3 2003 192.0 187.8 176.0 200.5 1603 1963 830
Bulgaria 146.8 3236 195.9 2778 2755 3032 3737 37.81
Cyprus 6.0 2.1 -38.8 39.0 13.6 1922 394 38.7 90.9 314 4.15
Czech Republic 81.7 105.6 1343 156.7 183.7 131.2 140.6 2262 253.9 276.7 21.67
Denmark 309.0 389.5 390.9 4352 442.1 2113 169.8 2042 1973 246.6 -6.93
Germany 1133 177 140.7 146.0 160.2 152.7 177.5 196.5 2043 240.1 14.09
Greece 317 36.1 493 45.9 328 348 39.2 234 47.6 338 0.23
Spain 49.5 36.3 36.4 46.4 338 525 424 472 522 38.9 -1.18
Estonia 298.7 368.4 3433 352.9 569.6 1729 231.0 356.9 393.9 513.8 23.90
France 185.7 182.0 166.6 1823 206.8 169.5 159.1 179.4 1933 1963 118
Croatia 75.4

Hungary 132.8 123.4 1175 172.0 162.0 187.8 116.0 159.4 143.4 1743 4.61
Ireland 150.4 -87.0 679 290.1 4352 162.7 787 233.0 214 305.3 17.21
Ttaly 50.2 192.8 67.9 46.5 253 50.8 415 64.2 1515 49.4 -0.09
Lithuania 186.2 309.0 5146 4574 596.5 4233 450.8 5108 477.1 490.4 33.80
Luxembourg 437.0 387.1 3924 4105 4352 3424 4911 522.1 704.4 5832 16.25
Latvia 349.1 5422 5385 5314 6413 185.7 168.8 437.9 514.9 542.7 2152
Malta 61.7 1232 98.3 1153 3536 139.7 201.8 122.8 142.8 57.8 0.43
Netherlands 167.7 176.9 180.8 244.8 200.7 205.5 177.9 218.0 2172 189.5 242
Austria 295.1 3323 297.9 359.7 4117 373.9 3345 414.1 4057 4100 12.77
Poland 3526 161.7 194.8 2182 202.5 144.4 155.9 149.4 2022 169.0 -20.40
Portugal 163.6 136.7 128.0 148.4 93.3 825 119.9 1103 161.4 1727 1.01
Romania 102.4 58.8 97.5 67.3 522 79.0 83.0 3.4
Finland 3325 4127 3702 555.2 4516 3504 348.9 3133 340.0 350.5 2.00
Sweden 2433 21.1 260.5 3365 349.7 246.6 3424 3972 3304 2736 3.36
Slovakia 123.7 181.5 116.0 2357 3682 260.5 1922 2717 230.3 2242 11.16
Slovenia 389.0 270.2 304.4 368.5 482.5 452.8 356.7 3633 419.7 4126 2.62
United Kingdom 166.1 156.1 185.5 2137 208.0 194.0 2240 2532 264.9 2549 9.87
EU 14331 155.40 142.36 162.36 163.12 142.55 139.19 161.23 182.87 169.04 2.86

Source: FADN

Table 2: Gross investments recalculated on the economic size unit (€/ESU).




Source: FADN, Authors own research

Figure 2: Dendrogram of EU States according to the Share of Investment Subsidies on Gross
Investments.

below-average share of investment subsidies
on gross investments and the dropping trend of this
indicator is in Hungary, Luxembourg, and Portugal.
On the contrary, growth of this indicator can
be seen in Estonia, Latvia, Austria and in Slovakia.

Group 4 (Germany) shows above-average share
of investment subsidies on gross investments
and the trend is dropping by 5.8 % a year.

Group 5 (Denmark, Netherlands) is characterized
by a distinctly above-average share of investment
subsidies on gross investments and the trend
is dropping in Denmark by 10% a year
and in Netherlands by 34 % a year.

As an effect of investment subsidies can be
expected with an increase in fixed assets and farm
net income (relative to economic size - ESU). This
analysis was utilized Figure 3, which includes
the development of evaluated indicators. The figure
has already presents summary of the results
for the EU (because of the extent of the paper
there are not presented data according to each
country). However, there was also an assessment
of these partial indicators in the various countries
from which the following conclusions:

*  The highest value of fixed assets recalculated
on the economic size of enterprise is
recorded in Ireland, the UK, Slovenia
and Denmark while the lowest value is
in Slovakia, France and Bulgaria. Slovakia
alsoshowedthehighestdeclinein Fixed Assets
by an average of 12% per annum, a slight
decline was recorded in Malta, Italy, Portugal

and Slovenia. Lithuania, Poland and Slovenia
show the highest increase in Fixed Assets.

* Farm Net Income (profit/loss) is variable
in particular years, in the EU an average
of FNI ranges from 226 €/ESU (2009)
to 373 €/ESU (2007).The negative values
appear in most of the years in Slovakia
and within 2008 - 2009 in Denmark.
The average drop occurs in Malta (by 4%),
in Finland (3.8%), in Estonia and Spain
by 3.3%, in Greece (2.7%), Slovenia (2.6%),
Italy (2.4%), Lithuania (2.1%), France,
Luxembourg, Austria and Belgium. The CR
recorded an average growth of 8.5%
per annum, but still below the EU average.
The highest average profit growth per annum
is recorded in Sweden (12%), Hungary
(10.5%), Cyprus (9.5%) and Romania
(9.4%).

The expected thesis was that the increase
in investment subsidies leads to an increase
in other indicators. The graph shows that the value
of the investment subsidies is compared with other
indicators significantly lower and therefore we
cannot expect a similar development is monitored
indicators.

In many countries, the investment subsidies
have character renewal of obsolete assets
(esp. NMS). Fixed assets bringing new technologies
to enhance of productivity and thus income
growth, some precision farming technologies are
already a "superstructure". However, in terms
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Figure 3: Development of monitored indicators - EU average.

of co-financing of this type of subsidy is for many
farmers less available type of property. Therefore,
these investment subsidies can contribute more
to maintain their current income, eventually a little
increase. It is understandable that the development
of income is influenced by other factors
(e.g. climatic conditions, price volatility).

Analysis of individual relations of monitored
indicators and investment subsidies is further
complemented by correlation. Considering
the dependence of particular factors on subsidies
on investments in each year, the lowest correlation
coefficient and the lowest value of regression
coefficient is in the relationship between fixed
assets and subsidies on investment. The dependence
of gross investments on subsidies on investment
show the middle and higher dependency,
i.e. 30 — 47% of gross investment changes can be
explained by the change of subsidies of investments.
An increase in subsidies on investments by 1 €
has meant an increase in gross investments
by 45 — 1.2 €. The correlation coefficient
of investment subsidies influence on Farm
Net Income indicates low values which have
significantly reduced in the last two years. It is
therefore possible to conclude that the amount
of subsidies on investment doesn’t significantly
affect the amount of Farm Net Income.

The lowest correlation coefficient in individual
countries is in the relation of investment subsidies
and Farm Net Income. Only in Romania does
the dropping trend of investment subsidies
and growing trend of profit result in negative
dependence. The highest positive correlation
between subsidies on investment and FNI is

in Denmark, where an increase in investment
subsidies by 1 € will increase profits by 115 €.
The dependence of gross investments on investment
subsidies was proven in Cyprus, in the CR,
in Germany, in Hungary and in the UK.
For example, in Germany 89 % of changes
in gross investments can be explained by the change
in investment subsidies. On the contrary, in Sweden
the negative correlation is caused by the fact that
investment subsidies have been zero in the last four
years. The lowest value of regressive coefficient
is in the relation of investment subsidies and fixed
assets. The dependence of fixed assets on investment
subsidies is evident in the CR, Finland, Germany,
Luxembourg and Poland. In these -countries
41 to 84 % of changes in fixed assets can be
explained by the change in investment subsidies.
The increase of investment subsidies by 1 € meant
the increase of fixed assets by 220 € in Poland
and by 187 € in Germany. The decreasing trend
of fixed assets in Slovakia and coincident increase
of investment subsidies result in negative
dependence, therefore, the increase of investment
subsidies by 1 € means the decrease of fixed assets
by 52 €.

The Correlation matrix implies (Table 3) that gross
investments recalculated to the economic size
of a company depend on investment subsidies
(r = 0.581), the negative dependence was proved
in the share of subsidies on income(r = -0.215),
in the share of subsidies on fixed assets (» =-0.180)
and share of subsidies on gross investments
(r = -0.168). In the case of Farm Net Income,
the highest dependence proved as a negative
dependence on the share of subsidies on gross




Variable Investment Income Gross Fixed Inco.m‘e/ G.I/ 4 FA/.
subsidy Investments | Assets Subsidies Subsidies | Subsidies

Investment Subsidies 1 0.193 0.581 0.062 -0.215 -0.168 -0.180
Income 0.193 1 -0.061 0.217 0.214 -0.255 -0.196
Gross Investments 0.581 -0.061 1 0.006 -0.229 0.008 -0.058
Fixed Assets 0.062 0.217 0.006 1 -0.016 0.019 0.074
Income/Subsidies -0.215 0.214 -0.229 -0.016 1 0.542 0.585
GI/Subsidies -0.168 -0.255 0.008 0.019 0.542 1 0.951
FA/Subsidies -0.180 -0.196 -0.058 0.074 0.585 0.951 1

Note: Marked correlations are significant at p < 0.01, N = 265 (Casewise deletion of missing data)

Source: FADN, Authors own research

Table 3: Correlation Matrix of Monitored Indicators.

investments (» = -0.255). The size of fixed assets
depends only on the size of Farm Net Income
(r = 0.217). The share of investment subsidies
on the income depends on the share of investment
subsidies on gross investments (» = 0.542)
and on the share of investment subsidies on fixed
assets (» = 0.585). The share of subsidies on gross
investments shows the most significant dependence
(r=0.951) with the share of investments subsidies
on fixed assets.

Conclusion

The support of investment subsidies represents
not only possibilities for extending new property,
but in many cases, (especially in post-transforming
countries like Poland, the CR and Bulgaria with
the highest growth rate of investment subsidies
20-36%) also a return of written-off assets.

As a consequence of their becoming outdated,
they do not bring necessary profits and also
from the technological viewpoint they are
inconvenient. The average of investment subsidies
recalculated to the economic size of a company
increased in the EU during the monitored period
from 4.93 to 7.22 €/ESU, i.e. one and a half times.
This fact undoubtedly influences also the highest
rate of gross investments of these countries
(e.g. Bulgaria 17%, the CR 14.5%). On the other
hand, there are countries whose values of assets
are at a high level (e.g. Ireland, the UK) although
investments subsidies do not reach such values
— growth rate, volume. It is obviously caused
by the general economic level of these countries
where the investment growth is not so dependent
on provided subsidies.

Especially the economically more advanced
countries (Germany, Denmark, Sweden) amounting
to investment subsidies per ESU below average
or average in the EU - ie. 5 - 9.5 €/ESU

in the period. On the contrary, the Baltic countries
or V4 countries acquired higher investment
subsidies than the EU average in most
of the monitored years.

The dependence of gross investments on investment
subsidies shows medium and higher dependence,
i.e. 30 - 47 % of changes in gross investments can
be explained by a change of investment subsidies.
The dependence of gross investments on investment
subsidies was proven in Cyprus, in the CR (45 %
of changes in gross investments result from a change
of investment subsidies), in Germany, Hungary,
and the UK. According to the share of investment
subsidies on gross investments, the EU states
were divided into 5 groups and most states belong
to groups with below-average values (the EU
average in monitored years oscillates between 15 %
and 29 %). The above-average values of the share
of investment subsidies on fixed investments are
reached by Germany, Denmark, and Netherlands.

The correlation coefficient of the influence
of investment subsidies on the Farm Net Income has
low values, which have been dropping considerably
in the last two years. Thus, it is possible to state that
the size of investment subsidies does not influence
the size of Farm Net Income considerably or does
not influence a current profit; therefore, the size
of subsidies on investments will probably prove
with a delay. The dependence of impact
of investment subsidies on fixed assets is apparent

in the CR, Finland, Germany, Luxembourg
and Poland.
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