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Profit and profitability

in agriculture of the Irkutsk region

The important place in economy of the state is taken by the problems of development of industrial production. Functioning of the enterprises in the conditions of fierce competition demands the creation of such economic mechanism which will meet the requirements of intensification of production and will lead to an increase of investment activity. The problem of rational organization of the production economic activity of the enterprise and profit markup is especially actually. The profit and profitability are the most important factors of successful development of work of the commercial enterprises in the market conditions. The role of cost indexes, an inflation place in the modern statistical values are shown in this article on the example of agriculture of the Irkutsk region, indicators on the structure of profit and profitability for the three-year period are reflected. Information influencing on the profit on different types of production is considered, indicators of a stock of financial durability and profitability are calculated.
Важное место в экономике государства занимают проблемы развития промышленного производства. Функционирование предприятий в условиях жесткой конкуренции требует создания такого экономического механизма, который будет отвечать требованиям интенсификации производства и приведет к повышению инвестиционной активности. Особенно актуальна проблема рациональной организации производственно-хозяйственной деятельности предприятия и роста прибыли. Прибыль и рентабельность являются важнейшими факторами успешного развития работы коммерческих предприятий в рыночных условиях. В статье на примере сельских хозяйств Иркутской области показаны роль стоимостных показателей, место инфляции в современных статистических значениях, отражены показатели по структуре прибыли и рентабельности за трехлетний период. Рассмотрена информация, влияющая на прибыль по разным видам продукции, рассчитаны показатели запаса финансовой прочности и рентабельности.
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Profit and profitability are the determining factors of successful development of the branch or a type of production and services of the enterprise. 

The main indicators of profitability are formed under the influence of the factors connected with an increase of efficiency of current assets, with decrease in the prime cost, with an increase of profitability of production of separate products, other indicators of profitability in relation to the resources, as a rule, play a supporting role. At calculation of profitability in relation to the prime cost it is necessary to include all expenses: straight and consignment or variables and constants, – only they characterize the level of expenses and the gained income [1, 6, 7]. 

In our article the main attention is paid to profitability in the ratio with the prime cost: where 
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Table 1
Indicators of development of agriculture of the Irkutsk region

taking into account inflation
	Indicators
	Years
	The relation of 2013 to 2000, %

	
	2000
	2013
	Total
	Including:

	
	
	
	
	Production
	Deflator

	Production of everything, million rubles.
	10006
	50106
	500,8
	114,8
	436,2

	Including:
	
	
	
	
	

	1. Plant growing


	4072
	21793
	535,2
	110,9
	482,6

	Animal husbandry
	5334
	28318
	530,9
	110,0
	433,7

	1.  Collective farms

	3487
	20748
	595,0
	130,0
	457,6

	Small farms
	6300
	24717
	392,3
	96,9
	405,0

	Farmers
	219
	4641
	2 119,2
	505,2
	419,4


Source: the authors processed information from the collection “Angarsk territory: year after year, 2014. – P. 156 – 167.

Data from the statistical collection "Angarsk territory: year after year, 2014" testify that production in the terms of money since 2000 changed on 500,8% (tab. 1), including thanks to the production on 114,8%, that is one percent a year, and due to the inflation – on 436,2% or 12,5% annually. Stronger rise in the price happened in the plant growing, the greatest inflation was in the collective farms, the smallest – in the personal farms, it is connected with the structure of the made production. In general, the production grew in collective farms and farms, in the personal farms decreased. Specific weight of production in 2000 was 63%, and in 2013 – only 49,3%. In the farms the volume grew five times, but its level made only 9,3%, specific weight increased in the collective farms from 34,9% to 41,4%. Therefore the all large producers try to organize their own processing and sale. A.V. Chinarov and the other followers point to the relevancy of profitability of production and processing of production [5, 8].

Table 2
Structure, profit and profitability

of products on the agriculture of the Irkutsk region
	Product and branches name
	Period from 2008 till 2010
	Period from  2011  till  2013 

	
	Structure, %
	Profit, million rubles.
	Profitability, %
	Structure, %
	Profit, million rubles.
	Profitability, %

	Grain
	7,7
	114
	16,5
	6,4
	147
	18,0

	Potatoes
	2,1
	48
	27,7
	1,5
	19
	9,2

	Vegetables
	3,5
	-4
	-1,0
	2,0
	74
	-16,8

	2.  Plant growing


	15,5
	183
	12,7
	12,2
	87
	5,0

	Cattle, live weight
	5,5
	-196
	-25,3
	5,3
	-185
	-18,9

	Milk
	17,6
	256
	16,1
	17,4
	339
	14,8

	Animal husbandry
	23,1
	60
	2,5
	22,7
	154
	4,7

	Pig-breeding
	17,8
	410
	28,4
	20,7
	719
	29,9

	Eggs
	18,6
	380
	24,2
	15,5
	269
	13,0

	Fowl
	19,3
	213
	11,4
	21,2
	528
	19,7

	Poultry farming
	37,9
	593
	15,5
	36,7
	797
	16,7

	Animal husbandry
	79,9
	1070
	14,7
	80,8
	1687
	16,7

	Others
	4,6
	-20
	-3,7
	7,0
	-144
	-11,2

	Total
	100/88,2
	1233
	13,3
	100/87,8
	1551
	11,4

	Others
	11,8
	548
	75,0
	12,2
	794
	60,0

	Total
	100,0
	1831
	18,2
	100,0
	2345
	15,7

	Net profit
	-
	1831
	16,8
	-
	2345
	15,7

	Dotations
	-
	956
	9,1
	-
	1548
	10,2


Source: it is calculated by the authors on the basis of annual reports of the Irkutsk region on agriculture.
So, in the course of production of beef in 2014 agricultural producers received the following results: 81,1% of expenses and only 52,7% of the income, belong to the processing 2% of expenses and 17,3% of the income. In the retail trade the expenses make 17,6%, the income – 29,9%. At the equal profitability compensation of the expenses at the producers will be equal 81,1%, at the processors - 2%, in the trade – 16,8%. Receiving such result requires a desire of the governing bodies to promote the alignment of conditions in the market. Without this condition the possibilities of growth of a number of cattle will be limited. As one of the factors of possible losses – the fires which reason of emergence the remains of a last year's grass on the unused agricultural grounds are. It is necessary to add expenses on suppression of the fires, costs of restoration of the burned-down housing, other expenses of the state and a problem with psychological climate of the population to it.

In general, production in the agriculture farms of the Irkutsk region grows at the observance of necessary favorable conditions: demand for production; high price in relation to the expenses; acceptable system of the taxation, insurance; use of the latest production technology and organization of the work and payment [2, 3, 4].

Table 3
Influence of the major factors on profit
	Type of production
	Volume of realization, one thousand c.
	Prime cost 1 c, rub.
	Price of realization 1 c, rub.
	Profit (+), loss(-), million rubles.
	Deviation

	
	2012
	2013
	2012
	2013
	2012
	2013
	2012
	2013
	Total
	Including

	
	
	
	
	
	
	
	
	
	
	Volume
	Prime cost
	Cost

	Grain
	1422
	1479
	591
	577
	672
	681
	115
	154
	39
	4,6
	-20,7
	13,3

	Potatoes
	246
	158
	894
	1168
	818
	1147
	-19
	-3
	15
	6,7
	43,3
	51,9

	Vegetables of an open ground
	101
	87,7
	829
	1177
	673
	939
	-16
	-21
	-5
	2,1
	30,5
	23,3

	Vegetables of the closed soil
	42
	52,2
	6974
	7905
	5790
	6745
	-50
	-61
	-11
	-12,1
	48,6
	49,9

	Cattle additional weight
	46,6
	45,5
	10225
	10252
	9 155
	7971
	-50
	-104
	-54
	1,2
	1,2
	-53,9

	Additional weight of pigs
	6
	5,1
	11070
	15719
	10632
	15173
	-3
	-3
	0
	0,4
	23,7
	23,2

	Additional weight of fowl
	6,2
	6,4
	9545
	9457
	9 866
	11944
	2
	16
	14
	0,1
	-0,6
	13,3

	Eggs
	780
	801
	2597
	2874
	2963
	3182
	285
	247
	-39
	7,8
	222,0
	175,5

	Milk
	534
	537
	1890
	2218
	2145
	2454
	136
	127
	-9
	0,8
	176,2
	166,0

	Honey
	0,1
	0,15
	30022
	26408
	31218
	32892
	0
	1
	1
	0,02
	-0,6
	0,3

	Processing of cattle
	41,2
	37,4
	11773
	12413
	8744
	8846
	-125
	-133
	-9
	11,5
	23,9
	3,8

	Processing of pork
	192,5
	200
	12205
	12742
	16139
	16752
	757
	802
	45
	29,9
	107,5
	122,7

	Processing of fowl
	487
	498
	5351
	5742
	6913
	6848
	761
	551
	-209
	17,8
	194,9
	-32,4

	Milk processing
	458,8
	448
	2689
	3018
	3055
	3533
	168
	231
	63
	-3,8
	147,5
	214,3

	Total
	Х
	Х
	Х
	Х
	Х
	Х
	1963
	1804
	-159
	67,0
	997,4
	771,2


Source: it is calculated by the authors on the basis of annual reports of the Irkutsk region on agriculture.

Production of potatoes and vegetables of an open ground is concentrated, generally in the farms of population, and possibility of its growth are limited to the requirement of the local population. Vegetables of the closed soil make collective farms, this process is followed by the rather high prime cost that doesn't provide the profit. A certain place in the market of agricultural products is taken by the Chinese farmers receiving a big crop at the expense of fertilizers of the unknown contents. Quality of their goods raises doubts at the buyers. Now the preference in production of poultry farming and pig-breeding is given to the industrial technology which assumes the use of the enough large complexes. Production of food provides the necessary level of profitability, but the big share of profit is appropriated by the processing and sale.

Table 4
Stock of financial durability and profitability

to the prime cost on agriculture of the Irkutsk region
	Production
	2005 
	2009 
	2012 
	2013

	
	Stock of

the financial

durabilities, %
	Profitability,

%
	Stock of

the financial

durabilities,

%
	Profitability,

%
	Stock of

the financial

durabilities,

%
	Profitability,

%
	Stock

the financial

durabilities,

%
	Profitability,

%

	Grain
	53,8
	25,8
	46,4
	18,3
	43,8
	9,8
	43,8
	18,0

	Potatoes
	37,6
	11,9
	34,6
	9,2
	-
	-
	-
	-

	Vegetables of an open ground
	43,0
	15,6
	38,0
	13,2
	-
	-
	-
	-

	Vegetables of the closed soil
	4,0
	0,8
	-
	-
	-
	-
	-
	-

	3.  Plant growing


	45,6
	17,3
	26,5
	6,5
	20,2
	3,5
	19,7
	5,0

	Cattle additional weight
	-
	-
	-
	-
	-
	-
	-
	-

	Additional weight of pigs
	49,5
	9,9
	47,0
	35,6
	61,0
	31,2
	43,0
	30,4

	Additional weight of fowl
	-
	-
	24,0
	6,8
	60,0
	30,0
	35,7
	19,1

	Milk
	34,0
	10,0
	28,4
	12,1
	30,3
	13,7
	31,9
	14,1

	Eggs
	64,6
	97,4
	54,8
	26,5
	45,2
	14,3
	36,2
	12,6

	Animal husbandry
	40,6
	13,6
	43,3
	16,2
	46,7
	18,8
	40,8
	15,6

	Total
	40,4
	13,6
	40,9
	13,7
	49,4
	17,5
	31,3
	9,8


Source: it is calculated by the authors on the basis of annual reports of the Irkutsk region on agriculture.
It should be noted that profitability level in general on the agriculture of the region fluctuates by years and decreases in the plant growing (tab. 4), it takes steadier position in animal husbandry, especially it concerns additional weights in pig-breeding, by the production of fowl and milk. The stock of financial durability keeps the same tendency here. It should be noted the reduction of production efficiency of eggs, it is connected partially with a change of allocation of the costs on egg and an adult bird and a rapid growth of broiler poultry farming on the poultry farms.

Nevertheless, taking into account growth of the sales volume and inflation, volume of realization, prime cost, calculation of profit on realization and taking into account the other income where the large sum made the subsidies (tab. 5), in agriculture farms of the Irkutsk region the net profit grows.

Table 5
Profitability and the factors, influencing them in the agriculture of the Irkutsk region, million rubles
	Indicators
	Years

	
	2008
	2009
	2010
	2011
	2012
	2013

	Total sales
	922,8
	10434
	11878
	13676
	15416
	16283

	Product cost
	8261
	9175
	10406
	12584
	13607
	14837

	Profit
	967
	1259
	1472
	1392
	1809
	1452

	Other income
	1339
	1356
	1421
	1886
	1945
	2514

	Including subsidies
	1096
	872
	889
	1344
	1608
	2038

	Other expenses
	539
	833
	904
	1146
	1271
	1397

	Net profit
	1616
	1741
	1936
	2057
	2409
	2504

	Balance of an asset
	15005
	17606
	19231
	21670
	24651
	26492

	Equity
	9368
	11086
	12670
	14439
	16605
	18145

	Level of profitability, %
	11,7
	13,7
	13,7
	10,7
	13,3
	9,8

	Profitability of sales, %
	10,8
	12,1
	12,4
	10,2
	11,7
	8,9

	Profitability of assets, %
	10,8
	9,9
	10,1
	9,5
	9,8
	9,5

	Profitability of the capital, %
	17,3
	15,7
	15,3
	14,2
	14,5
	13,8


Sources: it is calculated by the authors on the basis of annual reports of the Irkutsk region on agriculture.
Data of annual reports on agriculture in the Irkutsk region testify that the indicators of profitability change, profitability of sales fluctuates, but in recent years the situation doesn't worsen. In general, subsidies grow, but there isn't enough since the profitability decreases.

In summary we will note that an increase of profitability is influenced by the insufficient level of the growth of production which specifies that it is necessary to improve economic conditions for the producers. It should be carried out due to the growth of subsidies, creations of the cooperatives for processing of production and distribution of profit in proportion to their contribution to the expenses, modernization of the branch, and also thanks to the partial compensation of expenses at the expense of subsidies from the budgetary funds.
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