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Wstep

Dziatalno$¢ gospodarcza, w skali zar6wno makroekonomicznej, jak i mikroekono-
micznej, sktada si¢ z gospodarki realnej wytwarzajgcej dobra i $wiadczacej ustugi,
w ktorej kluczows role odgrywa szeroko rozumiana sfera finansow, obejmujaca trzy
zasadnicze grupy zagadnien: racjonalnego wyboru celéw jednostek (organizacji) go-
spodarczych w aspekcie finansowym, optymalnych zrédet ich finansowania, a takze
efektywnego wykorzystania zgromadzonych zasobow finansowych.

Procesy globalizacyjne, a takze kryzysy polityczne i wojskowe, sytuacja gospo-
darcza w Unii Europejskiej spowodowana falg imigracji, zalamanie w gospodarce
chinskiej musza by¢ uwzgledniane przy podejmowaniu biezacych i strategicznych
decyzji finansowych. Ponadto okolicznosci te przyczyniaja si¢ do powstawania nie-
korzystnych warunkéw gospodarowania przedsigbiorstw w sferze pozyskiwania
kapitatow, a w skali makro moga prowadzi¢ do powigkszania deficytu i dtugu pu-
blicznego. Warunki zewnetrzne i wewnetrzne wymuszajg jeszcze wicksza koncen-
tracje teorii i praktyki zarzadzania finansami na problemach zaré6wno finanséw pu-
blicznych, jak i finanséw przedsiebiorstw. Chodzi mianowicie o takie zarzadzanie
finansami, ktore powoduje pomnazanie bogactwa wtascicieli kapitatu i jednoczesnie
prowadzi do wzrostu dobrobytu catych spotecznosci. Zagadnieniom tym poswigco-
ne sg artykuly opublikowane w niniejszym zeszycie Prac Naukowych. Problematyka
poruszana w przedstawionych opracowaniach dotyczy miedzy innymi nastepuja-
cych obszarow zarzadzania finansami: pozyskiwania kapitatow przez inicjatywy
partnerstwa publiczno-prywatnego, udziatu venture capital, zarzadzania finansami
w jednostkach sektora publicznego, np. w shuzbie zdrowia, zarzadzania ryzykiem
w podmiotach gospodarczych, sterowania strukturg kapitatu i ptynnoscia finansowa
przedsigbiorstwa, finansowania dzialalno$ci innowacyjnej przedsigbiorstw, oceny
efektywnos$ci inwestycji w odnawialne zrodla energii, finansowych aspektow za-
mowien publicznych, finanséw sektora bankowego oraz efektywnos$ci rynku kapita-
towego.

Artykuty wchodzace w sktad niniejszej publikacji sa zwigzane z coroczng kon-
ferencja ,,Zarzadzanie finansami — teoria i praktyka”, organizowang przez Katedre
Finanséw Przedsigbiorstwa i Zarzadzania Wartoscig oraz Katedr¢ Finansow Pu-
blicznych 1 Miedzynarodowych Wydziatu Zarzadzania, Informatyki i Finansow
Uniwersytetu Ekonomicznego we Wroctawiu z udziatem pracownikoéw naukowych
z najwazniejszych osrodkow akademickich w Polsce, przedstawicieli praktyki go-
spodarczej i gosci zagranicznych. Konferencja ewoluowata od waskiego niegdy$
ujecia zarzadzania finansami firm do ujecia szerszego, ktorego istota jest objecie
roznych sfer dzialalno$ci gospodarczej, w ktorych zarzadzanie finansami ma duze
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znaczenie. Dotyczy to finansow miedzynarodowych, w tym finanséw Unii Europe;j-
skiej, finanséw centralnych (rzadowych), finanséw lokalnych (w tym jednostek
samorzadowych), finanséw stuzb publicznych, jak réwniez finanséw wielu innych
podmiotow gospodarczych.

Jako redaktorzy naukowi ksiazki w imieniu autorow i wlasnym wyrazamy
gleboka wdzigczno$¢ recenzentom — Paniom Profesor: Agacie Adamskiej, Aurelii
Bielawskiej, Krystynie Brzozowskiej, Teresie Famulskiej, Matgorzacie M. Hybkiej,
Wactawie Starzynskiej, Paulinie Ucieklak-Jez, oraz Panom Profesorom: Jerzemu
Kitowskiemu, Jakubowi Marszatkowi i1 Jerzemu Rozanskiemu — za wnikliwe recen-
zje 1 cenne uwagi, ktore przyczynity si¢ do powstania publikacji na odpowiednio
wysokim poziomie naukowym.

Mamy nadziej¢, ze niniejsza lektura bedzie inspiracjg nie tylko do dalszych
badan naukowych, ale réwniez do wdrazania innowacyjnych rozwigzan w zakresie
finansow zarowno w sektorze przedsigbiorstw, jak i w sektorze publicznym.

Adam Kopinski, Pawetl Kowalik
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Summary: The goal of this article is to identify and evaluate factors affecting the use of debt
capital by farms in Poland. We assume that the propensity to use external financing by the
farmer depends on the size of the farm (as measured by the area of the farm, the number of
people employed, and the value of its production), on the type of agricultural production (crop
production, livestock and mixed), on the purpose of production activities (commodity farms
producing to sell manufactured products on the market and others), and on the asymmetry of
information (the age of the farm). The study was based on a linear econometric model in
which the dependent variable is the share of debt capital in the financing structure of the farm.
The estimation of the model parameters was based on the data from 933 farms in Poland
(collected through direct interviews, covering the data for the year 2011). In order to select the
variables, backward elimination method was used based on t-statistics. The analysis
demonstrated that what has a statistically significant positive impact on the use of debt capital
on farms in Poland is the farm size measured by its area, the value of agricultural production
(the increase of farm production by 100,000 PLN increases the share of debt capital by
0.65 percentage point), as well as the orientation of agricultural production on livestock
production (farms oriented on livestock production have a share of debt capital 6.04 p.p.
higher than multidirectional households). What negatively affects the use of debt capital on
farms was their age (doubling of the age of the farm means a reduction in the share of debt
capital by 1.25 p.p.). The study shows that farms in Poland prefer to use equity. Those that do
use debt capital tend to select sources offering interest rates on preferential terms. These
include larger farms focused mostly on livestock production, which are still in the development
phase.

Keywords: farm, debt capital, determinants, linear econometric model.

Streszczenie: Celem artykulu jest identyfikacja i ocena czynnikow wptywajacych na
wykorzystanie kapitatu obcego przez gospodarstwa rolne w Polsce. Zaktadamy, iz sktonnos¢
do korzystania z finansowania obcego przez rolnika zalezy od wielkosci gospodarstwa
rolnego (mierzonej powierzchnig gospodarstwa rolnego, liczba o0so6b zatrudnionych
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w gospodarstwie oraz warto$cig produkcji gospodarstwa), rodzaju produkcji rolnej (produkcja
roslinna, zwierzeca 1 mieszana), celu prowadzenia dziatalnosci wytworczej (gospodarstwa
rolne towarowe produkujace w celu sprzedazy wytworzonych produktéw na rynek oraz
pozostate), asymetrii informacji (wieku gospodarstwa rolnego). Badania dokonano, opierajac
si¢ na liniowym modelu ekonometrycznym, w ktorym zmienng zalezna jest udziat kapitatu
obcego w strukturze finansowania gospodarstwa rolnego. W celu doboru zmiennych
zastosowano metod¢ eliminacji wstecznej opartej na f-statystyce. Przeprowadzona analiza
dowiodla, iz statystycznie istotny dodatni wpltyw na wykorzystanie kapitalu obcego przez
gospodarstwa rolne w Polsce ma wielkos$¢ gospodarstwa rolnego mierzona jego powierzchnia
oraz wartoscig produkcji rolnej, a takze ukierunkowanie produkcji rolnej na produkcje
ZwWierzecs.

Stowa kluczowe: gospodarstwa rolne, kapital obcy, czynniki determinujace, liniowy model
ekenometryczny.

1. Introduction

Companies, including units from the agricultural sector, have many opportunities at
their disposal to finance their activities. Sources of capital can be divided according
to the following criteria: the right of ownership (equity and debt), the origin of the
capital (internal and external capital), time available for the specified capital (short-
term and long-term source) [Skowronek-Mielczarek 2007]. The primary source of
funding for most farms is equity'. In the case of small entities, which agricultural
entities usual belong to, equity is more important than for large entities, given the
importance of its activities for the family of the owner [Ou, Haynes 2006]. The main
source of funding for farms is self-financing, but together with the increase in
economic size, the role of external capital in agricultural activities increases as well.
In rationally run agricultural entities value of equity should increase. The primary
source of its creation is the accumulation of economic surplus. In the case of a strong
connection between the farm and the farmer’s household, the value of equity depends
on the ability of family members to give up current consumption [Kusz 2009b]. The
main source of internal financing of agricultural activity are in fact savings?. A small
part is the sale of land and assets [Kusz 2007; Kusz 2008]. O. Stefko and I. Lacka
[2009] have included, among others, the following into the factors determining the
methods and sources of financing of agricultural activity: the structure of assets, the
profitability of the company, the availability of certain sources of funding, the cost of
the use of different sources of financing and the size of equity. The decision of the
accumulation of capital for investment purposes stems from credit constraints related
to the specific agricultural activities [Bierlen et al. 1998], which manifest itself,
among others, in the fact that:

! See: [Zawadzka 2012; Zawadzka 2014; Kusz 2009a; Ma, Tian 2006; Szymanska 2008].
2 There is a discussion in the literature on the impact of the employment of farmer’s family mem-
bers outside the farm on the process of accumulation of capital. More: [Ahituv, Kimhi 2002].
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— farms are characterized by high capital intensity with respect to the sales and to
guaranteed surplus cash,

— assets held by the farms are inflexible and are closely related to the particular
unit 3,

— agricultural activities are characterized by long production cycles, and thus
between the purchase and use of effort, and sales of the products produced there
are large time differences,

— due to the inability to raise capital in the stock market, the main source of external
financing are loans.

In addition, farms have characteristics that cause internal credit restrictions for
these units [Kata 2008]. These include conservative attitude of farmers towards
external, repayable sources of financing, lack of sufficient knowledge, skills and
experience of farmers in using external funding, and the perception of institutions
that provide loans as hostile. The owners of farms also have a fear of debt, resulting
from the fact that the purpose of functioning of many entities in the agricultural
sector is stability and sustainable development that fulfills basic needs, not profit
maximization or increase in the value of the farm. Specific features of agriculture are
usually mentioned as the cause of credit limitations and a high proportion of self-
financing in the financing of agricultural activities, but at the same time they are
often an incentive for the use of outside sources. The reasons for the increase in the
share of debt capital in the structure of financing agricultural activities include [Kata
2009]:

— low ability to accumulate equity for the modernization of farms,

— instability in agricultural income arising from production risk and fluctuations of
market conditions,

— the discrepancy between the date of expenditure on production, and the date of
revenues and proceeds from the recipients of agricultural products,

— growth in demand for foreign products and services.

Thus, the reasons for low use of bank loans for financing of agricultural activities
in relation to internal sources, should be seen as both on the lenders’ and on the
borrowers’ sides. Some of them are the result of self-exclusion of farmers from the
credit market, while part is related to the financial market failures in agriculture
[Kata 2011; Zhixiong 2004; Latruffe 2005]. In the opinion of farmers, the biggest
drawback of using debt capital is the fact that despite the possibility of obtaining
subsidy to the contracted loan, the cost of credit is a big financial burden on the
agricultural activity. Moreover, farmers find a problem in following the dates of
repayment of loan installments. However, the level of use of investment loans for

3 Studies on the significance of assets on the selection of sources of financing agricultural enter-
prises were also presented by M.P. Mondelli and P.G. Klein [2014]. According to the authors, various
features, characteristic of selected groups of assets, are a key factor in justifying the choice of sources
for financing of assets.
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farms is growing®. Help coming from the European Union might be an incentive for
a farm to enter financial commitments. To get funding from EU funds, own
contribution is necessary. Access to assistance, however, is limited in time, which
eliminates long-term capital accumulation, so characteristic of investment in this
sector. Farmers, therefore, decide on using external sources. Financing of agricultural
activity through loans and EU funds is therefore mutually complementary, rather
than exclusive. A large part of farms are not creditworthy [Wasag 2009]. This is
possibly more applicable to farms that generate low economic surplus. Theoretical
and practical aspects of credit worthiness of farms are addressed in E. Kotodziej,
G. Wesotowski [2011]. The most common cause of a negative decision on granting
of investment credit for farms is the lack of creditworthiness [Kata 2011]. Access to
external sources of financing may therefore be limited. An alternative form of
investment financing is leasing. This source is increasingly used by individuals
within the farming sector in Poland [Szafraniec-Siluta 2010].

The purpose of this article is to identify and evaluate the factors affecting the use
of external capital by farms. We assume that the tendency to use external funding by
the farmer depends on the size of the farming household (as measured by the area of
the farm, the number of persons employed in the farm and the value of household
production), the type of agricultural production (crop production, livestock and
mixed), the purpose of production activity (commodity-producing farms selling
manufactured products on the market and others) and asymmetry of information
(age of the farm).

2. Data sources and research methods

The target population were farms in the region of Middle Pomerania. The reason for
the choice of the region is the dominant agricultural function. Studies are
representative for the region and represent a contribution to the discussion on risk
assessment of agricultural activity. Given the diversity of the research sample, the
analysis distinguishes between commercial farms (mainly involved in agricultural
activities for the sale of agricultural products on the market — it is assumed that these
are agricultural enterprises) and subsistence farms (producing mainly for household
needs). The area of the Middle Pomerania region is not recognized for the purposes
of classification in the context of public statistics and covers the area of the former
voivodships of Koszalin and Stupsk [Zawadzka 2008]. Middle Pomerania includes
15 counties (a: counties along with the municipalities within the territory of the West
Pomeranian voivodship: biatlogardzki, drawski, kotobrzeski, koszalinski, stawienski,
szczecinecki, swidwinski, watecki, Koszalin district; b: counties with municipalities
located the territory of the Pomeranian voivodship: bytowski, chojnicki, cztuchowski,
leborski, stupski, Stupsk district). In addition, the survey covered watecki and
chojnicki counties which, according to the methodology of the Central Statistical

4 Cf. [Utzig 2012].
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Office, are located on the territory of the Koszalin subregion and the Stupsk subregion.
Data for the analyzes by region were obtained in the course of the research conducted
using direct survey techniques (1004 farms in the region of Middle Pomerania). The
research was conducted in the months of May—June 2012 using a direct interview
method. 933 correctly completed questionnaires were obtained (amount of surveys
returned: 92.93%). Respondents were asked to provide information for the year
2011, in some select questions the time range covered the years 2004 to 2011.

To assess the factors affecting the use of external capital, linear econometric
model was used:

Debt, = c + Bx, + ¢,

where the dependent variable Debt is the share of debt capital in the structure of
financing of the farm in 2011. Assumptions about the impact of the variables in the
adopted model are described in Table 1.

Table 1. Variables affecting the utilization of debt capital on farms — assumptions of the model

Expected sign
of the estimated
parameter
of the variable

Variable Variable characteristics

The dependent variable

Debt The share of debt capital in the structure of financing of the farm
Independent variables
Comm_F | Dummy variable. Comm_F =1 for commodity farms +
Fam F Dummy variable. Fam_F =1 for family farms -
Q Empl | The number of persons employed in the farm (including the owner, if
he is working on the farm) +
LogArea* | Logarithm of the area of the farm (total land, in ha) +

Plant** Dummy variable. Plant = 1 for farms focused on plant production -
Livestock™ | Dummy variable. Livestock = 1 for farms focused on livestock

production +
Prod F The value of farm production in thousands PLN +
Sale 1 Part of the agricultural production of the farm intended for official

sale on the market +
Sale 2 Part of agricultural production intended for unofficial sale on the

market (eg. family, friends) -

LogAge" | Logarithm of farm age +

* Size and age of the studied farms have asymmetric distribution. In order to reduce asymmetry,
logarithms of area and age were taken as independent variables. It was also verified that the model with
variables without logarithms has a worse fit.

" In the sample there were farms focused on crop production, livestock and multidirectional farms.
Multidirectional farms were taken as base group. The coefficients of the variables Plant and Livestock
therefore describe the differences between farms in respective groups and multidirectional farms.

Source: own work.
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We assume in our study that the characteristics relating to the size of the farm have
a positive impact on the use of debt capital. This is due to increased needs for financing
current expenses and capital expenditures (variables:0 Empl, LogArea, Prod F). This
also applies to entities which sell the generated agricultural production on the
market (Comm_F, Salel). We assume that the operation of a farm oriented to livestock
production requires more capital expenditures related to the purchase and keeping of
livestock (Livestock). In the family farms (Fam_F) — run by individual farmers — the
need for debt capital is relatively lower than in other surveyed farms, hence we
assume a negative impact on the phenomenon. Age of the farm (LogAge), due to the
reduction of information asymmetry has a positive effect on the ability to use credit
on farms.

3. Sample characteristics

The analyzed sample of farms is diverse in terms of the purpose of agricultural
production (descriptive statistics of the variables are shown in Table 2), 66.88% of
the surveyed companies were commercial farms (considered as agricultural
enterprises). Subsistence farms accounted for 33.12% of the sample (309 farms).
43.52% of the studied population is clearly focused on crop production, 10.61% — on
the production of livestock, other farms declare no leading specialization. The
average size of land holdings analyzed was 50.9 ha (median of about 21 ha). 55.31%

Table 2. Descriptive statistics of the variables of the model of factors affecting the use of debt capital
on farms

Continuous variables
Variable Mean Median Max. Min. Stagdgrd
deviation
Debt 0.152 0 0.9 0 0.21534
O Empl 2.093 2 28 0 1.552683
LogArea 3.069 3.045 8.684 -0.693 1.18985
Prod F 87.267 20 1000 20 196.9691
Sale 1 0.478 0.5 1 0 0.368263
Sale 2 0.078 0 1 0 0.166244
LogAge 3.570 3.829 5.565 0 0.827074
Dummies

Variable Average 1 occurrence 0 occurrences
Comm_F 0.669 624 309
Fam F 0.938 875 58
Plant 0.435 406 527
Livestock 0.106 99 834

Source: own work.
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of farms were characterized by the value of agricultural production in 2011 of less
than 30,000 PLN (ca. 7143 Euro), only 3.97% — over 500,000 PLN. The
abovementioned factor of the purpose of agricultural production distinguishes the
studied sample in terms of financial decisions. In the sample of farms from Middle
Pomerania, 471 subjects (50.48% of the sample) declared that in 2004-2010 they
benefited from outside sources of financing. In 2011, the share of these households
was 45.77%.

The average share of outside capital in the financing structure in 2004-2010
amounted to 17.29%, in 2011 this share fell by 2.05 percentage points. 31% of the
entities declared in 2011 the use of both deferred payment date and discounts offered
by suppliers. For comparison, 14.47% of the surveyed farms declared the use of
commercial loans in the financing of agricultural activities in 2004-2010, in 2011 —
12.86% of them. The increased use of outside capital is indicated by the owners of
commercial farms, compared with farms producing for their own needs. 56.09% of
commercial farms declared the use of outside sources of funding in 2004-2010, in
2011 — 50% of the analyzed entities. The average declared participation of outside
capital in the structure of financing sources amounted to 20.42% in the period 2004-
2011 (in subsistence farms 11%); this proportion decreased in the following year by
2.85 percentage points (in subsistence farms by 0.47 percentage points). In this
group, a greater extent of trade credit use to finance supplies is indicated, compared
to subsistence farms. About 40% of commercial farms declare the use of deferment
of payment and discounts offered by suppliers during the analyzed period. 16.03%
of commercial farmers surveyed said they used commercial loans as a source of
financing for the years 2004 to 2010, and 14.26% in 2011. The same declarations
were expressed by 11.33% and 10.03% respectively in the group of subsistence

Table 3. The correlation coefficients of the variables in the model of factors affecting the use of debt
capital on farms

ﬁsclz;(i:(l);l Debt | Comm_F | Fam F | Q Empl | Logdrea | Plant | Livestock | Prod F | Sale 1 | Sale_2 | LogAge
Debt 1 0.154 | -0.014 0.108 0.343 | -0.008 0.086 | 0.222| 0.155| -0.103 | -0.085
Comm_F'| 0.154 1| 0.026 0.082 0.401 | 0.149 0.065| 0.213| 0.755| -0.255| -0.072
Fam_F | -0.014 0.026 1| -0.073 -0.029 | -0.168 0.074 | -0.085| 0.035| -0.057 0.109
O Empl | 0.108 0.082 | -0.073 1 0.281 | -0.117 0.024 | 0.322| 0.063 | -0.071 0.000
LogArea | 0.343 0.401 | -0.029 0.281 1]-0.013 0.012 | 0.503| 0.402| -0.199 | -0.040
Plant -0.008 0.149 | -0.168 | -0.117 -0.013 1 -0.302| 0.017| 0.249| 0.080| -0.259
Livestock | 0.086 0.065 | 0.074 0.024 0.012 | -0.302 1| -0.011| 0.069| -0.078 0.043
Prod F | 0.222 0.213 | -0.085 0.322 0.503 | 0.017 -0.011 1| 0277 -0.138| -0.117
Sale_1 0.155 0,755| 0.035 0.063 0.402 | 0.249 0.069 | 0.277 1] -0401| -0.116
Sale_2 -0.103 -0.255| -0.057 | -0.071 -0.199 | 0.080 -0.078 | -0.138| -0.401 1| -0.026
LogAge | -0.085 -0.072 | 0.109 0.000 -0.040 | -0.259 0.043 | -0.117| -0.116 | -0.026 1

Source: own work.
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farmers. Conclusions from the analysis of data from the farms of the Middle
Pomerania to some extent confirm the observations in the sector. Equity is the main
source of funding for agricultural activities. A larger number of respondents declared
the use of trade credit offered by suppliers to a greater extent than bank loans.

Table 3 presents the correlation coefficients of the variables adopted in the
empirical model°.

Among the analyzed factors, the most correlated are: the part of the farm’s
agricultural production intended for official sale on the market (Sale I,) farm
production target (Comm_F), the value of production (Prod F) and the area of the
farm (LogArea). In both cases, the correlation is positive.

4. Analysis of results

In order to select regression model, backward elimination method was used, based
on t-statistics. The results are shown in Table 4.

Table 4. The results of the estimation of the parameters of the model of factors affecting the use of debt
capital on farms

Explanatory variable o fI:EZa\I/I;iter)le Standard error t-statistics Slgliéfiz?nce
LogArea 0.0560 0.0064 8.7538 0.0000
Livestock 0.0604 0.0214 2.8223 0.0049
Prod F 0.000065 0.000039 1.6700 0.0953
LogAge -0.0181 0.0080 -2.2502 0.0247
C (wyraz wolny) 0.0328 0.0345 0.9503 0.3422
R? 0.1329 F statistics 35.5443
Adjusted R? 0.1291 Significance level 0.0000

Source: own work.

The examined model is significant at 1% significance level (F statistic value is
35.54). Two variables are significant at the 1% level of significance — LogArea variable
describing the scale of the farm measured by the logarithm of the farm’s area and the
dummy variable Livestock, describing farms focused on livestock production.
Variable LogAge (logarithm of the farm age) is significant at a significance level of
5%, variable Prod F (the value of farm production in thousands PLN) — at the
significance level of 10%. The dependence of the debt capital share in the structure
of farm’s financing on the size of the farm (LogArea, Prod F) is positive, on the age
of the farm (LogAge) — negative. Assuming the constancy of other factors
(ceteris paribus):

5 A correlation coefficient r is statistically significant at 5% level if |7/>0.065.
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— doubling the size of a holding increases the share of debt capital of 3.88 percentage
points®,

— doubling the farm’s age reduces the share of debt capital by 1.25 p.p.,

— increase in the value of farm production by 100 thousand PLN increases the

share of debt capital by 0.65 p.p.,

— farm-oriented livestock production has a share of outside capital that of 6.04 p.p.
higher than multidirectional farms.

The increase in farm area has a positive effect on the use of debt capital. This is
due to the fact that the earth is a key factor in agricultural production. It can be
assumed that the larger the area of the farm, the greater the volume of production, the
higher the economic surplus and the greater the chance of development of property
investment, and thus a greater need for capital, including debt. In addition, the total
area of land is indicative of the size of the unit, which is also important for assessing
the creditworthiness of the farm. Therefore, increasing the area of the farm affects
the increase in the share of debt capital in the structure of funding sources.

Negative impact on the use of debt capital on farms (opposite to what was
assumed) has the age of the farm. Units that have a relatively long history of
agricultural activity, have, among other things, credit history, which influences the
reduction of information asymmetry. However, farms utilize debt capital primarily to
finance investments, particularly property investments. Thus, entities characterized
by a long period of functioning, probably are already equipped with the necessary
tangible assets, thus limiting their investments (especially development investments),
which also affects the demand for debt capital. Capital expenditures of these entities
are lower than farms that are just starting their business, so to finance investments
these farms primarily use resources gained from the sale of agricultural products
(accumulation of capital).

The results of the study of the impact of agricultural production value on the use
of debt capital confirm the results presented in the literature’. Entities with a higher
value of production usually have a greater ability to accumulate capital, which, on
the one hand, decreases the unwillingness to take a loan and increases the propensity
to invest (farms usually finance investment from equity), and, on the other, plays an
important role in applying for debt capital.

The last variable that significantly affects the involvement of debt capital in the
financing of farms is the focus on livestock production. According to the research
presented in the literature, specialized units, including entities focused on livestock
production, have a higher economic surplus than entities without a specific profile.
They also make investments of higher value, which affects the demand for debt
capital. Therefore, the livestock-oriented farms have a higher share of debt capital in
their financing structure than other groups.

¢ In the transformation of the area and the age of the farm, natural logarithm was used, so the
analysis of the appropriate response to the doubling of the factor requires multiplying corresponding
parameters by In(2) =~ 0,6931.

7 Cf. [Szafraniec-Siluta 2014].
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5. Conclusions

The demonstrated analysis showed that the following factors had a statistically
significant positive effect on the utilization of debt capital by farms in Poland: the
size of the agricultural farm measured by its area and the value of agricultural
production, as well as the focus of agricultural production on livestock. What
negatively affects the farm’s use of debt capital is its age. The study showed that
farms prefer to use equity. Those that use debt capital tend to choose sources offering
preferential interest rates. These include larger farms focused mostly on livestock
production, and which are still in the development phase.
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