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ABSTRACT: The paper deals with the evaluation of economy of forestry companies. The evaluation stems from the results
of economic analyses of enterprises that are further monitored in the context of forestry and development of economic
financial ratios of evaluated companies. Furthermore, the evaluation is based on real possibilities of companies stemming
from resources which they have at their disposal and on the facts that occurred in the selected companies in the monitored
period. The development of important factors influencing the whole branch of forestry and their real state are introduced
in the first part of the paper. After that, methods used in financial analysis of enterprises are described. The fact that forest
land in the Czech Republic covered 2.66 million hectares in 2014 and its proportion in the total area of the country is 34%

adds importance to the topic (Czech Statistical Yearbook 2015).
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The subject-matter of the paper is a basic analy-
sis of the financial position of selected private forest
enterprises and municipalities owning forest land in
the monitored period from 2008 to 2013 with focus
on profitability of their business activities. In 1992 in
the forest sector there was a transformation of former
state forest enterprises. This was followed by a signifi-
cant decrease in the proportion of forest state own-
ership and an increase in the proportion of private
ownership, and new private business entities were
established. The economic and legislative environ-
ment in the forestry field has also changed. Consider-
ing this development, discussions and analyses of the
current state of management in the forest sector, not
only among operating foresters, but also at the top so-
cial and political levels, are repeated (Smipa, DuDiK
2014). This view is also confirmed by the resolution
which states that “economic viability is declared to be
a key pillar for sustainable forest management and of
conclusive significance for the preservation of forests
and their multiple benefits for the society” (KurCAK,

Smipa 2015). This view was confirmed by ZOBRIST
et al. (2006), who noted that financial analysis is an
important part of forest management planning. Like
cash flows, tax estimates or comparisons of rates of
return, financial analysis is useful for enterprises with
any type of ownership, size or goals.

In the present, highly competitive environment,
companies in sound condition are only those that
control not only the business side of their business ac-
tivities, but also the financial side, the role of which is
equally important. As KupCAKk (2005) mentioned, the
basic prerequisite for long-term business activities of
any company in the market, including the forest ones,
is a continuous assessment of their economic activity
and, primarily, the achieved profit or loss.

For assessment purposes, instruments of fi-
nancial analysis by which the company’s financial
health may be monitored and evaluated are used.
Since all decision-making activities associated with
business have been transferred to individual mar-
ket entities, important decisions to improve the
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situation of companies may be implemented based
on results of financial analysis and appropriately
selected financial ratios. At the same time, inter-
company comparisons can be carried out, and thus
it is possible to increase the knowledge of specifics
of companies, inter alia, also in the context of for-
est management. Forestry has been chosen because
of the significance of forests for the development
of the Czech Republic regions and also because of
its specific nature within the national economy.
KuprcCAxk (2003) noted that forests also represent a
significant component of integrated policy of ru-
ral development, mainly for their contribution to
income and job opportunities in regions with high
rates of unemployment. In this context, KONECNY
(2014) further noted that agriculture (including
forestry) is one of the sectors and industries in the
rural areas which can ensure the sustainability of
rural households and the quality of life in rural ar-
eas through combination of agriculture and other
activities (tourism and other services) in the frame
of multifunctionality concept. HILDEBRANT and
KNOKE (2011) also stated that financial return and
other beneficial effects of today’s investments will
often be received by coming generations and that
the sustainability paradigm plays an important role
in forest financial management. The measurement
of the total economic value of forests is an impor-
tant issue and research has shown that an accurate
measurement of the commercial value of multiple
agroforestry uses must be seen as a benchmark for
achieving the more ambitious objective of measur-
ing the forest’s economic value as a public environ-
mental good (Campos et al. 2008).

The concept of financial analysis represents a
systematic analysis of obtained data of economic
nature, primarily, from financial statements. Finan-
cial analysis incorporates an evaluation of the com-
pany’s past and present and a prediction of future
financial conditions (RUCKOVA 2010). According to
MikLoviCoVA (2010), financial analysis ratios are
focused on the assessment of a current financial po-
sition. Information and results that can be obtained
from financial analysis are the topic of interest not
only for the company itself (the management, em-
ployees), but also for other external subjects (inves-
tors, business partners, competitors). Each of these
groups requires a different scope and specification
of information resulting from financial analysis,
mainly because of the fact that is associated with
a certain type of economic decision-making tasks
(KupCAK 2005; GRUNWALD, HOLECKOVA 2009).

As SEDLACEK (2011) added, classic financial anal-
ysis consists of two interrelated parts — qualitative
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(fundamental) analysis and quantitative (technical)
analysis. Fundamental analysis is based on economic
and noneconomic knowledge, subjective estimates
and it does not usually use any algorithmic proce-
dures. Technical analysis uses mathematical, statis-
tical and other algorithmic procedures that lead to
the quantitative processing of economic data with a
subsequent qualitative assessment of results.

The basic and most frequently used methods for
analysing a company’s financial position are finan-
cial ratios — particularly profitability ratios. The
reasons for using financial ratios are as follows:

(i) they enable to analyse the time development of
the company’s financial position, it is the so-called
trend analysis;

(i) they are an appropriate instrument for spatial
analysis, i.e. a comparison of mutually compa-
rable companies is made possible;

(iii) they can be used as input data for mathematical mo-
dels that describe dependence relations between/
among effects, classify states, assess risks and predict
the future development (SEDLACEK 2011).

Financial analysis results and its ratios must be
evaluated with respect to specifics that are char-
acteristic of the sector to which analysed compa-
nies belong. KurCAk (2004) stated that the for-
estry economy is a branch economy, the subject of
which is the use of production factors in forestry
and the basic production factor is a forest. Within
the country the forest represents an object of the
national economy because wood production is a
part of the market environment, forest owners and
farming entities have tax obligations to the state
budget, receive subsidies, etc.

In general, financial analysis ratios can be divided
into several basic groups, particularly a group of
profitability, liquidity, activity, and debt ratios.

Profitability has historically appeared in Euro-
pean forest management in all economic concepts,
particularly with German foresters. The reasons
for this were forest owners’ questions whether the
management of forests yields a profit, or more pre-
cisely, whether it is profitable and who and how
finances the business activities. As for forest man-
agement, at the beginning of the 20t century the
opinion that from the economic aspect profit or
loss should be compared to paid-in capital began
to predominate. One can say that the advantage of
the capital invested in the forest is that there is not
such a risk of large losses as with capital invested in
the industrial sector (KurpCAxk 2004). In the present
concept, profitability is an indicator for measuring
the ability to make a profit and gain new sources
using the invested capital. In general, profitability
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expresses the ratio between inputs and outputs. It
expresses the profit rate, which serves as one of the
important criteria for capital allocation; in general,
it is used to assess the overall effectiveness of a giv-
en activity (KNAPKOVA et al. 2013).

At present, there are both foreign and domestic
studies concerning the methods of financial analysis
use — especially the use of profitability: Research of
the return on equity (ROE) in Small and Medium
Enterprises in China (Lu, L1 2010), Economic Re-
sults of Agricultural Enterprises in 2009 (STRELECEK
et al. 2011) and others.

The aim of this paper is to evaluate the finan-
cial position of business entities in the forest sector
with focus on profitability and to present summary
data that would contribute to the assessment of the
overall forest profitability, which should be viewed as
a separate category. As LENOCH (2010) stated, the
strategic objective of economic functions of forests
is to improve economic viability and competitiveness
of forest management in the long run. Obtained re-
sults would be beneficial not only for forest owners
and the corporate sector, but also, for example, for
the verification of cost and revenue models used to
valuate forests, for forestry legislation, government
subsidy policy, etc. Last but not least, these outcomes
may serve to compare forestry with other sectors of
the national economy and with comparable foreign
entities and for other studies. As SMipA and Dubpik
(2014) mentioned, both the existence and availabil-
ity of such information in the forest sector is rather
neglected in comparison with allied or related indus-
tries. The problem of forest economic viability is a
topical question that deserves considerable attention.
Hence, the examination of forest enterprises’ perfor-
mance is necessary, particularly for higher awareness
of the professional and general public, because, ba-
sically, the only official set of information on forest
management is the regularly published Report on the
State of Forests and Forestry in the Czech Republic
for a particular year — the so-called “Green Reports”
(2013).

The stated aim of this paper is a follow-up, inter
alia, to conclusions of the article written by Smipa
and Dupik (2014) called “Analysis of Business En-
tities in the Forestry of the Czech Republic with
respect to the Availability of Financial Information
on Selected Entities” and this paper can also be
considered to be a knowledge contribution to cre-
ating a unified economic information system which
would enable to perform detailed economic analy-
ses in forest management according to the require-
ments of the formulated economic pillar of the Na-
tional Forest Programme of the Czech Republic.
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MATERIAL AND METHODS

Concrete data on the management of selected for-
est enterprises were obtained from the Amadeus
database (2015), which is a database of economic
and financial information of all companies that
are obliged, according to the Czech legal regula-
tions, to disclose their financial statements. Other
sources include publicly accessible data for finan-
cial analysis, namely financial statements (balance
sheets, income statements), annual reports etc.;
the data are available in the Commercial Regis-
ter and the Commercial Bulletin. The main sam-
ple, i.e. the examined business entities (1, = 55),
have been selected on the basis of classification of
economic activities (CZ-NACE) 02: the deciding
factor for inclusion in the sample was that the com-
panies are active in the field of Forestry and Log-
ging, and unequivocally report this activity as the
predominant business activity. Based on the special-
ization of the selected forest entities, they represent
a relevant sample of entities that are involved in co-
creating the forestry service market. Thus, they are
companies representing a part of the business sec-
tor which has a significant influence on creating the
business environment in the forestry of the Czech
Republic. The reason for choosing these forest com-
panies is to primarily assess the forest production
function, which is logging and other silvicultural
activities. In terms of the forest owner category,
these are private forests (owned by limited liability
companies and joint-stock companies) and forests
owned by cities and municipalities. Furthermore, a
sub-sample (Table 1) of forest enterprises farming in
the Czech Republic (7, = 10) has been made by the
random selection method from the main sample of
n, = 55 entities selected above. The reason for cre-
ating a sub-sample is to introduce concrete ratio
values of particular forest entities. These sub-values
of sample n, = 10 are compared with the identi-
fied total average values of the main sample #, = 55,
which is the subject of this analysis, and the selected
financial ratio results are the subject of discussion.

Financial ratios, which are usually used in finan-
cial analysis methods, are applied in assessing the
financial position of the selected forest enterprises
working in the Czech Republic. The focus of assess-
ing the financial position of companies is a group of
profitability ratios and their respective indicators.
Profitability ratios are selected because of a pos-
sibility of obtaining, for example, a wide range of
useful information.

Another observed indicator is profit before tax.
This type of profit or loss makes an international
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Table 1. Representation of the selected forest entities by regions of the Czech Republic (Amadeus database 2015)

Frequency of representation of forest entities in the region

Name of the region relative (%) absolute
n, =55 n, = 10 n, =55 =10

Central Bohemian Region 5.45 - 3 -
Highlands Region 10.91 - 6 -
Hradec Kralove Region 9.10 10.00 5 1
Karlovy Vary Region 545 20.00 3 2
Liberec Region 1.83 - 1 -
Moravian Silesian Region 9.10 10.00 5 1
Olomouc Region 5.45 10.00 3 1
Pardubice Region 5.45 - 3 -
Plzen Region 12.73 - 7 -
Prague — the Capital of CR 7.23 10.00 4 1
South Bohemian Region 9.10 10.00 5 1
South Moravian Region 9.10 20.00 5 2
Usti nad Labem Region 5.45 10.00 3 1
Zlin Region 3.65 - 2 -
Total 100.00 100.00 55 10

CR - Czech Republic

comparison possible, since it is not affected by dif-
ferent tax burden in individual countries. Profit
before tax is compared to profits or losses stated
in the Report on the State of Forests and Forestry
in the Czech Republic 2013 — the so-called “Green
Report 2013” (hereinafter referred to as RF 2013).

The following financial ratios used in processing
the results have been selected for comparison.

The return on equity 1 (ROE1) expresses the total
return on own sources, and thus their appreciation
rate in profit, it determines whether the invested
capital provides revenues, as Eq. (1):

operating P or L + financial result N

ROE1 = 100 (1)

shareholders’ equity

where:

ROE1 - return on equity,
P — operating profit,
L — operating loss.

The return on capital employed 1 (ROCEL1) evalu-
ates the significance of long-term investment, it is
based on the determination of return on equity relat-
ed to long-term resources, i.e. increasing the potential
when using long-term borrowed capital, as Eq. (2):

ROCE] = operating P or L + financial result + interest expenses o

equity + long-term liabilities + long-term bank loans

2)

100

where:

ROCE1 - return on capital employed,
P — operating profit,

L — operating loss.
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The return on assets 1 (ROA1) expresses perfor-
mance or production efficiency and earning capac-
ity of a company irrespective of the fact from which
sources total assets are financed, as Eq. (3):

operating P or L + financial result y

ROA1 = 100 3)
total assets

where:

ROA1 - return on assets,

P — operating profit,

L — operating loss.

Equation (4):

ROE2 = P or L for the report}ng p.eriod « 100 (4)
shareholders’ equity

where:

ROE2 - return on equity,

P — profit for the reporting period,

L — loss for the reporting period.
Equation (5):
P or L for the reporting period + interest expenses % 100

equity + long-term liabilities + long-term bank loans

(5)

ROCE2 =

where:

ROCE2 - return on employed capital,

P — profit for the reporting period,
L — loss for the reporting period.

Equation (6):

P or L for the reporting period><

ROA2 =
total assets

100 (6)
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where:

ROA2 - return on assets,

P — profit for the reporting period,
L — loss for the reporting period.

The second group indicators, i.e. ROE2, ROCE2,
and ROA?2, are interpreted in the same manner as
the indicators of the first group, i.e. ROE1, ROCE],
and ROAL. The only difference is in a different form
of the numerator, which represents only a different
form of profit or loss. In the calculations of selected
economic indicators, the numerator contains oper-
ating profit or loss (hereinafter P/L) plus financial
P/L (ROE1; ROA1); the numerator in ROE2; ROA2
contains P/L for the accounting period. In the first
case, this is the profit or loss before tax and in the
second case, the calculation uses profit or loss after
tax, i.e. after including the income tax and its im-
pact on profit or loss among expenses. In ROCEL,
the numerator contains a sum of operating profit or
loss, financial profit or loss and interest expenses. In
the case of ROCE2, the numerator includes P/L for
the accounting period plus interest expenses. This
is again profit or loss before tax and after tax com-
bined with interest expenses.

The determined values of selected economic indi-
cators at n, = 55 are given in the Results chapter as
mean and median values (Tables 2, 4, 6). The arith-
metic mean is undoubtedly one of the most common
data processing operations. As an estimate of the data
set location parameter, it represents the entire data
set. The median is another important method for esti-
mating the location parameter as one of the selection
quantiles (KovaNicovA, KovaNic 1995).

The listed economic indicators were selected be-
cause they can provide quick information about
basic financial characteristics.

RESULTS

Within the application of the financial ratios men-
tioned above on the selected sample of forest busi-
ness entities, the following results, which are pre-
sented in the individual tables below and further
commented on, were obtained.

Table 2 shows the average values of ROE1 and ROE2
of the main sample (2, = 55) of forest enterprises act-
ing in the Czech Republic in the respective years.

The development of return on equity ratios (ROE 1
— without the effect of income tax, ROE2 — with
the effect of income tax) shows, on the whole, a
balanced trend in the main sample for the refer-
ence period. An exception is 2008, when there was
a marked drop in profits for forest owners in con-
sequence of the global economic crisis, which was
reflected in the profitability ratios. However, from
2009 to 2013, profits were increasing, which is re-
flected in the ROE1 and ROE2 values. Another rea-
son for the growth in ROE1 and ROE2 values from
2009 to 2013 was the fact that some companies had
reduced the share of their equity in the company’s
total capital, which can be verified in the respec-
tive financial statements and in the Annex to the Fi-
nancial Statements. The particular values given in
Table 2 show that the total return on own sources
reaches values from 10.38% to 13.86% for the refer-
ence period and it proves the ability of forest enti-
ties to achieve return on invested capital. The value
of return on equity is affected by profits or losses
and the development of equity amount, which un-
dergoes considerable year-on-year changes in the
monitored forest enterprises. To complete and im-
prove the informative value of Table 2, median val-
ues of the main sample (7, = 55) should be used to
evaluate return on equity of forest companies. Me-
dian value is not affected by extreme values or ab-
solute values of input quantities. In order to make
the comparison with the average values of indica-
tors possible, median values that were reached in
the entire reference period are given in Table 2. The
results clearly show that the average of ROE values
is truly affected by extreme values, because in some
years the mean and median values of the main sam-
ple (n, = 55) of forest enterprises vary even by sev-
eral percentage points. This fact is caused mostly
by a marked loss rate, or, conversely, high profit-
ability of individual forest companies acting in the
Czech Republic. The reasons leading to this fact are
low flexibility of forestry as a separate sector and its
specific nature, which involves a long production

Table 2. Values of return on equity ratios (in %) in 2008—2013 (#, = 55) (Amadeus database 2015)

Ratio 2008 2009 2010 2011 2012 2013
ROEL average 10.38 11.17 13.86 11.35 13.26 11.93
median 3.08 6.48 7.09 2.73 4.20 7.44
ROE2 average 8.01 9.74 11.04 7.34 10.15 9.89
median 2.06 4.39 5.88 2.66 3.56 7.25

ROE1 — return on equity for operating profit or loss, ROE2 — return on equity for profit or loss for the reporting period
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Table 3. Example of concrete values of return on equity for operating profit or loss (ROE1) (in %) in 2008—2013 (n, = 10)

(Amadeus database 2015)

Company name 2008 2009 2010 2011 2012 2013
1.Piseckd lesni a dfevarska, a.s. 37.34 28.70 25.03 29.25 68.88 27.46
Lesni spole¢nost Broumov Holding, a.s. -3.20 23.77 12.13 -7.23 1.10 0.47
Lesni spole¢nost Primda, a.s. 6.87 1.99 -0.29 -8.29 -3.19 5.65
Hedera Zima, s.r.o. -0.07 14.98 7.39 1.96 -3.38 0.03
Zébrezska lesni, s.r.o. -11.24 -22.26 —38.00 -14.35 -24.84 -36.60
Katr, a.s. -13.29 2.42 2.05 -2.80 -16.08 7.44
LESCUS Cetkovice, s.r.o. -1.03 7.21 25.85 17.05 16.68 15.36
Lesy Zlutice, s.r.0. 19.40 -7.11 -3.93 -0.89 83.00 20.78
Petra, s.r.0. 14.96 25.32 28.27 17.53 10.60 24.61
Lesni spole¢nost Tepl4, a.s. —4.80 4.40 11.90 -1.20 -63.93 -8.96

time, seasonality and the impossibility to respond
quickly to the demand of allied industries. By way
of illustration, concrete values of ROE1 in the sub-
sample of #, = 10 entities are given in Table 3.

Table 3 lists respective values of ROEL1 in the sub-
sample of 7, = 10 forest entities for the entire refer-
ence period. Comparing the sub-sample (r, = 10)
values (Table 3) with the main sample (n, = 55) val-
ues shows thattheindicator average values in Table 2
are affected by the extreme values of indicators,
which are reached by the respective forest business
entities. For example, the company called 1. Pisecka
lesn{ a dfevarskd, a.s. (Table 3) achieved markedly
above-average results because of the transfer of
retained earnings from the previous years to sub-
sequent reporting periods, which results from the
analysis of financial statements, namely from the
company’s profit and loss statement.

The average values of the main sample (1, = 55)
for ROCE1 and ROCE2 are given in Table 4.

In the case of return on capital employed (ROCE1
— before income tax, ROCE2 — with the effect of in-
come tax), the dual construction of the indicator has
its use. According to GRUNwWALD and HOLECKOVA
(2009), the construction of ROCE1 may be consid-
ered useful because it expresses the fact that assets
generate income, which is then divided into net prof-
it (for companies), income tax (for the state budget)
and interest (for creditors). The second form of the
indicator, i.e. ROCE2 takes into consideration taxa-

tion and includes all interest, including the short-
term one, because the numerator expresses profit
from total assets. It results from the values docu-
mented in Table 4 that the development of return
on capital employed indicators (ROCE1 — without
the effect of income tax, ROCE2 — with the effect
of income tax) showed a rather changeable trend
in the main sample for the reference period. As for
the economic situation of forest owners, in 2008
there was a slump in profits in forestry due to the
global economic crisis, which was reflected in the
presented profitability ratios. However, from 2009
to 2013, profits were increasing, which is reflected
in the values of ROCE1 and ROCE2. An exception
in the reference period is the year 2011, when the
ROCE]1 value was 7.05% and the ROCE2 value was
4.80%. The reason for the decrease in these values
was a decline in the profits of some companies, or
decrease of the long-term bank loans of some com-
panies, which is reflected in the construction of the
formula for calculating ROCE1 and ROCE2. The
best value of ROCE1 was reached in 2010, when the
value can be interpreted in a way that forest enter-
prises achieved a profit of CZK 0.1418 from each
CZK 1 of capital employed on average. To com-
plete and improve the informative value of Table 4
for the evaluation of return on capital employed of
forest companies, the median values of the main
sample were used (n, = 55). In order to make a com-
parison with the average values of indicators pos-

Table 4. Values of return on capital employed (in %) in 20082013 (1, = 55) (Amadeus database 2015)

Ratio 2008 2009 2010 2011 2012 2013
ROCE1 average 5.25 13.26 14.18 7.05 9.38 12.50
median 3.57 8.08 9.96 3.95 4.75 8.13
ROCE2 average 4.19 11.43 11.06 4.80 7.31 10.67
median 4.43 7.11 7.84 3.12 4.75 7.42

ROCE1 - return on capital employed for operating profit or loss, ROCE2 — return on capital employed for profit or loss

for the reporting period

J. FOR. SCL, 62, 2016 (3): 116125

121



Table 5. Example of individual values of return on capital employed for operating profit or loss (ROCE1) (in %)

in 2008-2013 (#, = 10) (Amadeus database 2015)

Company name 2008 2009 2010 2011 2012 2013
1. Pisecka lesni a dievarska, a.s. 38.44 29.49 21.33 25.40 50.74 26.55
Lesni spole¢nost Broumov Holding, a.s. -3.13 23.95 12.14 -7.14 1.13 0.49
Lesni spole¢nost Primda, a.s. 6.57 2.78 -0.52 -6.82 -2.39 5.51
Hedera Zima, s.r.o. 3.57 16.74 9.96 5.95 2.86 3.383
Zabiezska lesni, s.r.o. -10.40 -21.78 -37.66 -12.59 -20.31 -27.43
Katr, a.s. -10.79 2.84 2.19 -2.42 -15.18 7.71
LESCUS Cetkovice, s.r.o. 6.66 7.77 13.78 11.08 11.96 9.37
Lesy Zlutice, s.r.0. 12.52 -3.15 -3.12 1.66 78.50 9.32
Petra, s.r.0. 13.34 18.55 25.92 15.12 10.81 23.65
Lesni spole¢nost Tepl4, a.s. -4.35 4.42 11.84 -1.20 -63.53 -8.89

sible, Table 4 shows the median values that were
recorded in the entire reference period. The same
fact results from these values as from the values of
ROEL], i.e. that average values of this indicator are
affected by extreme values. A marked difference can
be noticed, for example, in 2010, when the average
value of the main sample was 14.18%, while the me-
dian value of the main sample for the same year was
only 9.96%.

Table 5 below shows individual values of ROCE1
in the sub-sample of 10 subjects.

Table 5 presents concrete values of ROCEL in the
sub-sample (1, = 10) of forest companies for the en-
tire reference period. The average values in Table 4
are therefore affected by the extreme values of indi-
cators, which were achieved by the individual for-
est companies.

The average values of the main sample (r, = 55)
for ROA1 and ROA2 are documented in Table 6.

In the reference period, ROA1 and ROA2 of both
observed companies recorded variable values, there-
fore the development trend is changeable. In all years
the indicators copy the development of the profit or
loss, which is reflected in ROA1 and ROA2; however,
in 2011 there was a sharp decline in values due to the
impairment of assets of some analysed companies.
The cause of growth in profits in the selected years is
primarily a growing demand for raw timber not only
in the domestic market, but also abroad. ROA1 and
ROA2 are very often compared with ROE1 and ROE2.
In accordance with the established approaches, the
ROEL1 and ROE2 indicators should always reach high-
er values than ROA1 and ROAZ2, which is confirmed
by the results mentioned above. The results presented

Table 6. Values of return on total assets (ROA1L, 2) (in %) in 2008—2013 (#, = 55) (Amadeus database 2015)

Ratio 2008 2009 2010 2011 2012 2013
ROA1L average 3.34 4.92 7.67 1.11 4.94 4.40
median 1.44 3.34 3.84 1.25 1.88 4.05
ROA2 average 2.50 4.40 6.02 0.19 3.88 3.56
median 1.01 2.76 3.22 0.89 1.56 3.32

ROAL1 - return on assets for operating profit or loss, ROA2 — return on assets for profit or loss for the reporting period

Table 7. Example of concrete values of return on assets for operating profit or loss (ROA1) (in %) in 2008—2013 (#, = 10)

(Amadeus database 2015)

Company name 2008 2009 2010 2011 2012 2013
1. Piseckd lesni a drevarska, a.s. 15.82 15.23 12.44 4.98 17.20 12.69
Lesni spole¢nost Broumov Holding, a.s. -2.98 20.58 10.69 —-6.65 1.01 0.44
Lesni spole¢nost Primda, a.s. 4.69 1.36 -0.22 -5.87 —2.64 4.16
Hedera Zima, s.r.o. -0.37 5.58 2.66 0.31 -0.34 0.00
Zabrezska lesni, s.r.o. -7.78 -13.38 -21.47 -7.98 -11.58 —-14.90
Katr, a.s. -8.45 1.75 1.65 -1.9 -11.60 4.65
LESCUS Cetkovice, s.r.o. -0.29 2.45 7.31 5.39 5.32 4.26
Lesy Zlutice, s.r.o. 10.03 -1.76 —-2.80 -0.21 26.66 2.03
Petra, s.r.o. 6.11 13.72 15.75 9.23 2.77 7.96
Lesni spole¢nost Tepl4, a.s. —4.30 3.85 10.59 -1.16 -61.39 7.73
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Table 8. Average values of financial characteristics in 20082013 (#, = 55, in thousand CZK) (Amadeus database 2015)

Characteristics 2008 2009 2010 2011 2012 2013

Profit before tax 645 1.559 2.049 5.478 7.468 8.246
Total costs 170.733 165.252 198.349 290.522 329.026 386.737
Total liabilities 51.113 51.730 53.618 80.184 95.321 104.117
Shareholders’ equity 95.433 93.968 96.252 97.544 96.678 100.168
Total revenues 232.639 240.157 282.124 378.889 389.837 433.965

in Table 6 show that the forest companies acting in
the Czech Republic have sufficient production power,
and thus they prove their efficiency in using their cor-
porate assets. In order to make a comparison with the
average values of indicators possible, Table 6 lists the
median values that were recorded in the entire refer-
ence period. The same fact results from the given val-
ues as from the values of indicators mentioned above,
i.e. that average values of this indicator are affected by
extreme values, although not to such an extent as it is
in the case of ROE1 and ROCEI.

Concrete values of ROA1 for the sub-sample
(n, = 10) are shown in Table 7.

Table 7 includes ROA1 concrete values in the sub-
sample of 77, = 10 forest companies for the entire ref-
erence period. As with the previous indicators, these
values show that the average values in Table 6 are
affected by the indicator extreme values, which are
reached by the individual forest companies. However,
in this case differences in the values are not so marked
as in the case of the indicators mentioned above.

The average values of financial characteristics of
the main sample (#, = 55) from 2008 to 2013 are
shown in Table 8.

The average value of profit of the selected forest
companies follows the economic position of for-
est owners as it was recorded in the Report on the
State of Forests and Forestry in the Czech Repub-
lic in 2013, where it is stated that after a slump in
profits from 2006 to 2009 and their improvement
from 2010 to 2012, the situation got better in 2013
again. In 2008 the economic position of all forest
owners considerably deteriorated. The main cause
of deterioration was a marked decline in prices of
raw timber due to its sales crisis. Of the sample of
55 companies, 21 companies made a loss in 2008,
which was caused, according to RF 2008, by the fact
that business entities did not achieve sufficient rev-
enues for work performed and prices for purchased
wood in public tenders and contracts. According to
RF 2008, the recorded loss rate in the forest sector
was substantially influenced by a slump in prices of
raw timber for customers, stagnation of prices for
work performed for customers, and by an increase
in costs of individual outputs on forestry activities.
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The development in 2009 copied the development
in 2008; however, there was a very moderate im-
provement in the economic situation. Since 2010,
the economic situation of forest owners within the
forest sector has improved. This was due to the re-
covery in demand for raw timber with a consider-
able increase in average prices of the key range of
raw timber. Implemented measures to reduce costs
in forestry activities have also had a favourable im-
pact. From 2011 to 2013, the economic situation of
forest owners was constantly improving. A favour-
able increase in prices for the sale of virtually whole
range of raw timber, an increase in prices of services
for customers for performed forestry work, primari-
ly in logging and silvicultural activities, an improved
efficiency of expenses on providing individual out-
puts in forestry activities and a higher productivity
of security work were considered to be the key influ-
ences in 2013 leading to business profitability. The
favourable situation described in the RF 2013 is also
substantiated by the fact that of the selected sample
(n, = 55 companies), only 7 companies showed a loss
in 2013. For improved explanatory abilities there are
average values of financial indicators — total costs,
total revenues, total liabilities, shareholders equity
from 2008 to 2013 in thousand CZK.

DISCUSSION

A purely economic view on the profitability of for-
est companies acting in the Czech Republic is used in
the presented paper. As LENOCH (2010) confirmed,
an effort to deal with a purely economic aspect and
economic interests of forest enterprises opens up a
very sensitive topic of forestry and the use of renew-
able natural resources. However, it is important to
point out that, to ensure the sustainable development
of economic viability and competitiveness of forest
property and individual business entities within forest
management, this is a crucial and essential issue. A
similar opinion was presented by SmipA and Dubpik
(2014), who were advocates of the fact that examin-
ing the performance of business entities in the forest
sector was necessary and needed in order to inform
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the general and professional public, and they also be-
lieved that it was necessary to bring back the idea of
introducing a forestry economic information system
with relevant information on the state of the forest
sector in the Czech Republic. The presented analysis
demonstrates the results of the key indicators that are
able to characterize the examined area of profitability
of the selected forest enterprises acting in the Czech
Republic. The financial ratios mentioned above have
been selected to be the key indicators. The results are
always the average of values of the main sample (1, =
55), then concrete results of the sub-sample (#, = 10)
are given. Unfortunately, there are no “recommended
values” or branch average values for the forest sector
available, with which the results of the examined sam-
ple could be compared. From the previous works and
experience of the authors and according to GURCIK
(2002), it is possible to classify the examined sample
of forest enterprises as successful companies in for-
estry (agriculture), as the values of ROE1 and ROE2
were higher than 8% in three consecutive years. Com-
pared to the analysis of state forest enterprises, which
was performed by KupCAk (2004), the results of re-
turn on shareholders’ equity unequivocally indicate
higher values in the examined sample of 55 entities
in all respects.

It is noticeable from the tables included in the text
that there is a range of values for a single indicator
within one industry comprising a range of entities.
A similar conclusion was drawn by Smipa (2004),
who presented comparable results in his work. For
this reason, the work results include the median val-
ues for the examined sample of 55 forest enterprises,
since the median values are not affected by extreme
values of indicators for individual examined compa-
nies. Based on the facts mentioned above, not only
average values of key indicators, but also median val-
ues, which are of a significant informative value for
the forest sector, should be taken into consideration
for future works focused on the performance of for-
est enterprises and its comparison. To evaluate the
current state of forestry economy is very difficult, as
there are no current indicators valid for the entire sec-
tor. Given this circumstance, the current state cannot
be evaluated objectively and the future development
cannot be predicted.

CONCLUSIONS

To predict future development trends of business
entities in the forest sector in the Czech Republic
is currently a difficult task. It is necessary to study
and analyse economic activities of business entities
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in the forest sector, in particular, to raise awareness
of the general and professional public and also to
answer questions relating to future political, legis-
lative and economic trends in forestry.

The paper has primarily aimed to evaluate the fi-
nancial situation of businesses classified in CZ-NACE
as falling under 02 Forestry and Logging by means
of financial analysis. The use of basic methods of fi-
nancial analysis, particularly profitability ratios, has
enabled to obtain the results that provide a more
detailed view on the specific issues in the forest sec-
tor, which is increasingly coming to the attention of
the professional public. The sample of 55 forest en-
terprises operating throughout the Czech Republic
has been analysed in the paper. This sample has pro-
vided necessary data (statements) for performing
the analysis. The analysis results clearly show that
forestry can be considered profitable in terms of av-
erage results. Having performed a detailed analysis
of the financial situation of individual business enti-
ties, a great variability of values has been discovered.
This fact is evidenced by the tables of the sub-sample
(n, = 10), from which it is evident that each inde-
pendent business entity is managed differently and
achieves different levels of profitability. It therefore
follows that to evaluate the situation in the forest
sector, it is advisable to use not only average values,
but also median values, which describe the actual
situation considerably better than average values.
From the perspective of profit or loss, its develop-
ment corresponds with the available information
that is disclosed every year in the Report on the State
of Forests and Forestry in the Czech Republic and
the elaborated departmental statistical statement
called Forest (Ministry of Agriculture) 2-01 “Annual
Statement of Costs and Revenues in Forest Manage-
ment” for the respective year. Since 2008 profits of
forest enterprises have been improving in all owner-
ship categories every year.

The above-mentioned values of indicators char-
acterize 55 companies operating in the forest sec-
tor. Their summary into an average can be consid-
ered preliminary, as further data collection and
their analysis in order to create a branch database of
companies and branch averages of business entities
in forestry would be necessary, as also SMiDA (2004)
noted. In addition to the average values of indica-
tors, also their median values should be processed.
As the analysis has shown, each business entity op-
erating in forestry is specific and individual enti-
ties may differ significantly with respect to analysed
indicators. Forestry is characterized by many spe-
cifics comprising a long production time, seasonal-
ity, etc., and it would therefore be appropriate to
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create the aforementioned branch database, which
would be a suitable data basis for further research
concerning the performance of forest enterprises.
The database of economic data on forestry should
contain in particular information about the forest
land bank, number of employees, annual produc-
tion volume, data from financial statements, value
of fixed assets and current assets, value of annual
investments and amount of received grants from
public budgets.

The real benefit of the paper is the presentation
of key indicators of the main sample (1, = 55) as
well as of the sub-sample (1, = 10), the comparison
of their results and recommendation to use median
values when creating the future branch database.
Regarding the theoretical field, the paper is a con-
tribution to the debate on the need to create the
forestry database of economic data.
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