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Abstract. The article presents development strategies for farms oriented towards raising dairy cattle selling
annually 70,000 l of milk from the farm. It is the level of production approximate to the average level in Poland.
Initially four directions of the farm development have been assumed: increasing the volume of milk production
to 240 000 kg/y, raising cattle for meat, vegetal production and giving up agricultural production.
It can be concluded from the analysis conducted that the total income of an agricultural family (after total
changeover) is highest in the situation of increasing the milk production. Considering the natural and economic
risk as well as the big demand for capital giving up agricultural production proves to be the best solution.

Introduction
What strategy to indicate for Polish farms dealing with milk production? It is the question to which

no unequivocal reply can be given. It does not mean, however, that such questions should not be asked
and should not be attempted to reply to. The difficulty within giving a reply to such question results
from the complexity of conditionings where dairy farms operate and will operate. It is particularly hard
to build a development strategy without the knowledge of external conditionings. They are especially
hard to predict in the agricultural sector. It results inter alia from the specificity of agricultural production
that is shaped by such factors as: 1) natural conditions, 2) food as the primary social good (policy
towards the agricultural sector), 3) pursuing agricultural activity is based on live organisms that influ-
ence the natural environment. Additionally, the specific features of the agricultural production are
influenced by changes within non-agricultural sectors. Also the big diversity of Polish diary farms
should be borne in mind. There are farms that have taken investment actions and are presently in
relatively good economic condition, there is also a number of farms that face serious decision concer-
ning either development or giving-up of milk production. Bearing in mind the above mentioned features
it seems that when considering the directions of changes within the Polish dairy sector particular
attention should be paid to: 1) the competitiveness of Polish dairy farms and dairy plants against
significant states in the production and processing of milk, 2) analysis of suggested solution within EU
agricultural policy, 3) consider whether farms will be interested in the development of milk production
(economic stimuli). It should be noticed that the author has attempted to present political and macro-
economic conditionings influencing the stagnation or development of dairy farms in Poland in a few
articles published inter alia in scientific magazines the �SERiA�  [Parzonko 2007, 2008, 2009].

The objective of this article is to present the economic effects of the development strategy for
the average (typical) dairy farm in Poland. Four strategies of developments have been analyzed: 1)
the strategy assuming the increase in the volume of milk production from the farm, 2) the strategy
assuming the profile changeover into raising cattle for meat, 3) the strategy assuming the farm
orientation into vegetal production, 4) the strategy assuming giving up on agricultural production
(farming out, selling fixed assets, working out of the farm). The problem presented will be analyzed
with reference to the average farm dealing with raising milk cattle distinguished on the basis of
FADN data [Goraj 2010] and own experience. The analysis of activity competitiveness will be
conducted on the basis of total income of the agricultural family, reference of income to the
employment of equity (return on equity) and work (work profitability).

Numerical data used for the analysis conducted comes from data of GUS (Central Statistical
Office), IERiG¯ (Institute of Agricultural and Food Economics), ARR (Agricultural Market Agen-
cy) and own empirical research conducted within the framework of the Ministry of Science and
Higher Education called �Economic and social conditionings of regional changes within produc-
tion and processing of milk� no. 0890/B/H03/2010/39.
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Characteristics of dairy farms in Poland and the analyzed farm
It can be concluded from the data of ARR [Agricultural Market Agency] that the number of farms

having a wholesale milk quota in Poland decreases gradually. In the quota year 2004/2005 the number
of farmers producing milk for sale amounted to 323,664, whereas in the quota year 2008/2009 it was
only 186,820 (42% decrease). The global production of milk (including commercial farming) within the
analyzed period increased and thus the average milk quota per one supplier increased from 35,356 kg
to 68,719 kg [Kasztelan 2009]. These changes are of varied strength in particular provinces in Poland.
Generally, it can be said that that the milk production in Poland concentrates in the central and
northeast parts of the country. Over 74% commercial milk was supplied in the quota year 2008/2009
from five provinces of: Podlasie, Wielkoplska, Masovia, £ód�, Lublin. It can be noticed that the
concentration process of milk production in these provinces (apart form the Masovia Province) has
increased successively (Tab. 1). A particularly significant increase took place in the Podlasie
Province where the purchase of milk increased from 1,787,384,166 kg in the quota year 2004/3005 to
2,421,185,740 kg in the quota year 2008/2009 (by 35%).

The subject of the model analysis is the farm whose production potential is similar to the
potential of an average farm established within FADN system (2009) with the production type:
�milk cows�. The production potential of the model farm has been slightly changed in relation to
the farm established within FADN system (Tab. 2). The change was to make such farm similar to the
average farm engaged in commercial milk production in the quota year 2009/2010.

In the farm used for the analysis there are buildings erected in the 70�s and 80�s and are in quite
good technical condition. The building whose importance considering technologies of feed pre-
paration is relatively small is a barn. This building may be much more effectively used (after
specific modernization). The land resources are characterized with the average quality and relati-
vely small number of fields located nearby the farm buildings. The farmer of the modelled farm has
necessary equipment to pursue agricultural activity. The farm is equipped with two tractors from
the 80�s whose technical condition is defined as good, however they are sure to be worn economi-
cally and their replacement should be considered intensively. Other technical means (machines,
tools, devices) are characterized with economic and technical wear. Their average life amounts to
18 years. A significant part of these means is obsolete in case of the farm�s deep specialization in
milk production. The modelled farm is run by an agricultural family.
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Possible development strategies of the analyzed farm
This article analyzes four development directions of the modelled farm with the potential and

production range similar to the average farm engaged in milk production in Poland. The first analyzed
path leads via the increase in milk production, which seems a natural solution for the farms already
engaged in milk cattle raising. The second solution involves the farm orientation towards vegetal
production (mainly cereals and technologically similar plants). This activity will result in the decrease
of labour inputs. It will enable one family member to work out of the farm. The third solution is
oriented towards meat cattle raising. Similarly to the second option there is a possibility for one family
member to work out of the farm. The last analyzed possibility involves giving up the agricultural
production: leasing the land as well as the sale of a part of the property (not all property can be
successfully sold e.g. buildings) and work out of the farm. The above presented development
directions produce specific investment effects (Tab. 3).

Economic results of the defined development strategies
The economic results of the assumed solutions can be evaluated in different ways. The artic-

le�s author (in the introduction) suggests adopting the category of total income of an agricultural
family. It is an economic category that includes farming income and non-farming income. Additio-
nally the analysis will be completed with the information on the return on capital employed and
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work profitability. These indexes will allow relating to key resources frequently present in minimum
in a farm, i.e. resource of work and capital. It should be emphasised that the economic results will
differ depending on the period for which the analysis is conducted. Table 3 presents the economic
results of the farm after a complete changeover. For the purpose of the calculation average market
prices valid in 2009 have been adopted [Seremak-Bulge 2010].

As it can be concluded from the data included in table 4 the biggest income can be obtained by
the farm that increases the stock of milk cows and thus the milk production (in the results presen-
ted the stock of milk cows assumed increases from 15 to 40 pcs). This solution contributes to the
full use of labour resources in the farm, therefore leading to the relatively big labour profitability
(biggest one among the solutions analyzed). The second solution in terms of economic attractive-
ness involves giving up the agricultural production. Commencing work outside the farm, leasing
the land and gaining interest from long-term deposits resulting from the sale of fixed assets and
chattels bring annual incomes amounting to PLN 79,800. The return on capital employed is in this
option biggest and own labour profitability comes second.

After this (rather general) economic analysis a question arises: What may hamper �average�
milk farms against a significant increase in milk production? One of the factors is a big demand for
capital (especially foreign capital). It is accompanied by concern for solvency in the conditions of
variable prices of milk and price of production means. The necessary investment outlays for the
solution in question amount to PLN 44,600. They can be financed partly with the use of a preferen-
tial credit (80%) and own financial means (20%). Minimum demand for own means amounts than to
PLN 89,200. However, frequently they are the means that are not present in farms. Financing of the
investment activity with the use of structural funds (PROW � Rural Areas Development Program-
me 2007-2013) also faces the equity barrier. In most cases of investment activities performed within
the framework of PROW 2007-2013 it is firstly required to implement a certain investment and then
there is a possibility of its partial settlement within the framework of the above mentioned funds.
The equity barrier and big economic and natural risk in relation to the agricultural production may
result in further withdrawal of �average farms� from pursuing agricultural activity (milk production
in particular).

Conclusions
1. The number of commercial milk farms has decreased successively in Poland. In the quota year

2004/2005 the number of farms producing milk for sale amounted to 323,664, whereas in the
quanta year 2008/2009 there were only 186,820 (drop by 42%) of them. Nevertheless in Poland
the global milk production growth can be observed which is evident of the increase in produc-
tion of the milk farm.

2. Average commercial milk farm in Poland sold slightly above 49,860 kg of milk in the quota year
2008/2009. In the quota year 2004/2005 it was 25,760 kg.

3. The above presented analysis of development directions for the milk farm whose production
potential and scope of production is similar to the average milk farm in Poland in 2009 shows
that total income of the agricultural family (e.g. after a complete adaptation) may be biggest
after a significant increase in milk production by the farm (from 70,000 to 240,000 kg). In terms
of total income the option that involves giving up the agricultural activity seems slightly
worse.

4. Considering the economic risk (manifesting itself mainly as the possibility of financial liquidity
loss) and natural risk (resulting from the characteristics of farming) as well as the big demand
for the capital indispensable to increase the production volume, giving up the agricultural
production (work out of the farm) may seem to give �safer� income than the increase in agricul-
tural production volume (particularly the milk production).

5. For the purpose of the milk farming development taking place in Poland certain actions must be
taken that will perceive the specificity of milk production (high capital intensity and labour
intensity). Earmarked financial means (structural funds or long-term low-percent credits) sho-
uld be destined for the construction or modernization of farm buildings thus contributing to
the increase in the production volume and the decrease of labour arduousness. The adopted
method of direct allowances calculation per arable land hectare will, almost regardless of the
type of production performed, lead to the situation where farmers will give up the activity
requiring high intensity labour (including milk production).
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Streszczenie
W artykule przedstawiono strategie rozwoju dla gospodarstw zorientowanych na chów byd³a mlecznego z

roczn¹ wydajno�ci¹ 70 tys. l mleka z gospodarstwa. Jest to poziom produkcji zbli¿ony do �redniego poziomu w
Polsce. W artykule przyjêto cztery kierunki rozwoju: zwiêkszenie wolumenu produkcji mleka do 240 tys. kg/rok,
hodowla byd³a na miêso, produkcja ro�linna i rezygnacja z produkcji rolnej. Z  przeprowadzonych analiz wynika,
¿e ca³kowity dochód rodziny rolniczej jest najwy¿szy w sytuacji zwiêkszenia produkcji mleka. Jednak bior¹c pod
uwagê naturalne i gospodarcze ryzyko, jak równie¿ du¿e zapotrzebowanie na kapita³, rezygnacja z produkcji
rolnej okazuje siê byæ najlepszym rozwi¹zaniem.
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