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– Evaluation of the competitiveness of selected food in-

dustries in Slovakia based on the indicators of compa-
rative advantages of DRC and PCR, and

– discovering the impact of economic policy on incomes
and costs of food production based on the effects of
divergence and coefficients of nominal and effective
protection.
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Abstract: The article deals with the evaluation of competitiveness in milling, feedstuffs, pasta, spirits, wine, beer and malt
industries in the Slovak Republic. It further evaluates the impacts of economic policy tools on the stated sections of food industry
by means of the PAM analysis. The impact of the policies on income, costs and profits of food production in the selected food
industry branches has been discovered, based on the effects of divergences and coefficients of nominal and effective protection.

Key words: competitiveness, agrarian policy, profitability, food industry
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1. The first of the equations is profitability (1st and 2nd line

of the matrix). Profits are defined as the difference of
total income and costs of the production. The costs
consist from tradable inputs (costs of basic material,
other material, energy, repairs and maintenance and
other direct costs) and domestic factors (labour
and capital). Profitability is expressed in private and
social prices.

2. The second equation measures the effect of differences
caused by policies and market  failure (3rd line of the
matrix). In this way, it is possible to indicate the area of
transfers caused by the existing policies and the effecti-
veness of the system itself, or comparative advantages.
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• Private profit: D = A – B – C
• Economic profit: H = E – F – G
• Output transfer: I = A – E
• Tradable input transfer: J = B – F
• Domestic factors transfer: K = C – G
• Net transfer: L = I –J – K = D – H
• Nominal protection coefficient – for outputs:

NPCO = A/E and for inputs: NPCI = B/F
• Effective protection coefficient: EPC = (A –B)/(E – F)
• Profitability coefficient: PC = D/H
• Subsidy ratio to producers: SPR = L/E
• Domestic resources coefficient: DRC = G/(E – F)
• Competitiveness coefficient: CC= 1/DRC = (E – F)/G
• Private cost indicator: PCR = C/(A – B)
• Private profitability indicator:

PPR = (A – B – C)/A = D/A)
• Social cost benefit indicator: SCB = (F+ G)/E
• Private cost adjustment coefficient:

PCAC = A/(B + C) – 1
• Economic cost adjustment coefficient:

SCAC = E/(F+ G) – 1
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•  Milling industry was in 1998 and 1999 economically

effective and showed comparative advantages not only
in the domestic, but also in international markets. At
the same time, in both years profit was achieved in pri-
vate and social prices.
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• The feedstuffs industry evidenced in 1999, in contrast

with the preceding year, some comparative advantages
in international markets1, what is also underlined by the
positive value of profit in social prices. In the domestic
market, however, there was a lack of competitiveness
and no profit achieved.
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•  The pasta industry did not achieve comparative advan-

tages in either the domestic or the international market1

in the followed years, showing losses in both private
and social prices. Relatively favourable is the fact that
the profit threshold could have been achieved in the
domestic market through costs decrease by 4%. To achi-
eve this threshold in the international market would call
for a significant cost reduction (minimally by 19%).
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•  The spirits industry was competitive in the domestic

market and it brought profit in private prices. However,
it did not have any comparative advantages in foreign
markets (it should have decreased costs of tradable in-
puts and domestic factors by more than 40%).
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•  The wine industry was competitive in the domestic mar-

ket in the followed years – it achieved profit. In the
international markets, it was highly non-competitive in
1999 in contrast with the previous year, and would have
had to decrease its costs by 37% to achieve comparati-
ve advantages.
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•  The beer industry was economically efficient in 1998

and 1999. It reached comparative advantages in both
domestic and international markets and also gained profit
in private and social prices and even if costs had been
increased, it would have maintained its comparative
advantages.
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•••••  The malt industry did not show comparative advanta-

ges in 1998, and was not profitable. In 1999 in internati-
onal markets, it was still not sufficiently competitive,
but it improved its position in the domestic market, achi-
eving a private price profit of 882 SKK per ton of pro-
duct. It has equal opportunities in international markets,
since in the followed years, it would have been suffici-
ent to reduce costs of tradable inputs and domestic
factors by 1% in order to gain comparative advantages
abroad.
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