Regional focus

Agropol Group at the
forefront of services to
Czech farmers

The Czech Republic is one of the countries in
Eastern Europe that is preparing to join the
European Union. Since the liberation from
the planned economy system in 1989
developments are significant. The Agropol
Group is an example of reforming a centrally
organised agricultural mogul to a modern
commercial organisation.

By Ing. Jindrich Satek

he agricultural system in the former Czechoslo-
Tvakian Republic was built up in the seventies

based on the framework of the centrally planned
economy. This meant the creation of a unified system
of grain silos and compound feed plants located even-
ly in individual regions. A general directorate that op-
erated the system headed the state agricultural supplies
and purchase companies.

Feeding of livestock was then strictly applied in form
of compound feed supplies manufactured according to
uniform formulas with centrally allocated feed com-
ponents. At the end of the eighties, around five million
tonnes of compound feed was produced each year in
Czechoslovakia.

After the political changes in 1989, the relations in
the economic area changed as well; animal produc-
tion reduced dramatically (by almost 30%) and also
compound feed production declined. As a result of
ownership changes in the agricultural sector, the feed
industry was decentralised and accustomed to the lo-
cal production conditions.

In 2001, the total production of industrial compound
feed plants in the Czech Republic was three million
tonnes (mt) of compound feed, subdivided in:

e poultry feed: 1.2 mt
* pig feed: 1.33 mt

e cattle feed: 0.35 mt
e other feeds: 0.12 mt

Another 0.6 million tonnes are produced by home mix-
ing farmers using simple technical equipment or com-
pound feed mobile plants.

One of the agro-centres of the Agropol Group - the company Tagrea

(8rain silo and compound feed plant). (Photos: Satek/Agropol)

Five specialised domestic producers supply a sub-
stantial volume of micro ingredients and premixes to
compound feed; they are also imported in low quanti-
ties. Given the present dislocation of the plants, the sale
of compound feed is directed mainly to their close sur-
roundings, in an attempt to minimise the cost of trans-
port. There is a strong competition among the plants.
Producers distribute the feed with their own vehicles.

Restitution and privatisation

In the restitution and privatisation of agricultural prop-
erty, which was completely nationalised and collec-
tivised into cooperatives and state farms in the fifties,
there was no significant restoration of private family
farms after 1989. Approximately 75% of land area con-
tinued to be managed by the cooperatives or business
companies with an average area of around 1,000 ha.
More than 50% of the agricultural companies, spe-
cialised in pig and poultry feeding, do not have their
own crop production.

Due to price relations and oversupply of domestic
cereals, they are in particular (almost 70%) used for
the production of compound feed. Other components
used are legumes, mill feed products, rapeseed cake and
imported soybean meal (approximately 0.48 mt a year).

Compound feed plant equipment
Most of compound feed plants in the former Czecho-
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separated from the production of compound feed for
monogastric and other animals. Producers that fail to
comply with these conditions will not be allowed to fur-
ther produce compound feeds.

The Agropol Group
Slaughter and operations for poultry meat processing in Jihoceska The initial joint stock company Agropol was founded
drubez, a member company of the Agropol Group holding. in 1990. Its basic tasks in particular included import-
ing protein components, exporting crop products, the
sale of fertilisers and agrochemicals and for its share-
holders to ensure reconstruction and modernisation of
technically outdated compound feed plants. The share-
holders of Agropol were all of the 70 former state Agrar-
ian Supplies and Purchase companies, dealing with
the aforesaid issues in individual districts of the Czech
Republic. During the ongoing privatisation, Agropol be-
came a purely private company, which gradually de-
veloped into the present holding, Agropol Group.

The total consolidated turnover of Agropol Group,
which at present employs 2,100 people, attained more
than CZK 12.3 billion (€402 million) with profit of CZK
405 million (€13.2 million) for 2001. As a result, the year
2001 became the most successful for a five-year period
of the holding’s existence.

CEO of the Agropol Group holding Ing Jiri Malus ex-

The fluvial port on the river Elbe with the Agropol Port’s goods loading

facility provides transport of feed components, in particular of soy, from
the Hamburg sea port.

slovakia were built according to the set rules of the proj-
ects and were equipped with machines of domestic
make. Only few plants were equipped with imported
technology, such as Biihler. In recent years, however, the
compound feed plants were considerably modernised
including implementation of domestic grinding mills,
pellet presses and imported mixers, and weight sys-
tems for micro ingredient proportioning. No expanders
and extruders have been used in the feedmills so far.

Feed safety
Safe feed is an important issue in the Czech Republic
and there is much attention for technological equip-
ment in the compound feed plants. The Feed depart-
ment of the Agriculture Central Inspection and Testing
Institute subordinated to the Ministry of Agriculture of
the Czech Republic tests all Czech feed plants if they
comply with re-registration rules. The re-registration is
at present required by the applicable Feed Act. Its ob-
jective is to exclude any equipment from the produc-
tion process that is not capable to meet the strict cri-
teria of the new Feed Act reflecting the requirements
of the European Union.

Within the framework of the Act, the production of
compound feed for ruminants shall consistently be

presses its business plans in the following words: “Our
objective is to built in the Czech Republic a modern
group of mutually interconnected firms for trade in agri-
cultural commodities, for the production of high-qual-
ity compound feeds and other services to farmers. The
activities of the company in the production of com-
pound feed should meet completely the standards of
safety, and, ultimately, those for the standards of food-
stuffs”.

Other tasks of the holding include supporting sys-
tematically the prosperity of Czech agricultural en-
terprises. Its business partners - farmers — show, with
the holding’s contribution, satisfactory economic re-
sults. The employees of the holding are prepared to
further support the intensification of agricultural pro-
duction in the Czech Republic and improve services to
farmers.

There is a task facing the holding for the nearest
years — to further modernise the compound feed pro-
duction lines and laboratories to assure the quality of
the used raw materials and the finished products in in-
dividual agro-centres. Agropol also assists in the im-
plementation of modern elements of management by
using their interconnected information system and
computer technology so that it develops as a stable el-
ement in the Czech agrarian market.
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Re-registration of feedmills

Following the Czech Feed Act (No. 91/1996 Coll.) re-reg-
istration of the feedmills in the Czech Republic is tak-
ing place. This re-registration is mainly carried out to
raise the quality level of the compound feed supplied
to the domestic livestock farmers, but also to improve
the inner economics of the compound feed producers.
For example, within the framework of the Agropol
Group holding, which owns thirteen feedmills in its
nine agro-centres, more than €7 million were invested
to modernise production operations. Additional €4
million were mostly invested in the modernisation of
hygienic facilities, including poultry welfare, with their
integrated poultry meat processor Jihoceskd drubez
Vodnany. After a successful inspection by commis-
sioners of the European Union the enterprise obtained
the A1 certification for the unlimited export of their
goods to the EU countries.

By means of its subsidiaries and agro-centres, the
holding also got access to significant foreign organi-
sations associating the purchasers and warehousemen
of grain and oil seeds and producers of compound feed.
Through these people the holding monitors the devel-
opments in world prices of commodities, new devel-
opments and organisational steps needed for optimal
performance. By doing so Agropol accordingly then al-
locates investments in production.

The European organisation of feed compounders, Fe-
fac, is an example of such a foreign organisation where
Agropol became a member of through the Czecho-
Moravian Association of ZZN Organisations. This asso-
ciation represents the compound feed producers in
the Czech Republic and cooperates with the EU struc-
tures.

Nine agro-centres

The agro-centres form a group of nine companies for
agricultural supplies and purchase operating in indi-
vidual regions of the Czech Republic. In addition to com-
pound feed production they purchase, dry, clean and
store crop commodities and deliver fertilisers, pesticides
and other agrochemicals to farmers. They also supply
machines and garden tools, construction and other
materials to farmers.

These agro-centres also provide services, such as mech-
anised harvesting of cereals, oil-plants (in particular
rapeseed), peas, poppy, lucerne seeds and other agri-
cultural plants.

They have also well-equipped laboratories for quali-
ty control of the raw materials purchased from farm-
ers for compound feed production. Besides that there

Figure 1 - Compound feed production of the Agropol

Group holding in individual years
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is current monitoring of the quality during produc-
tion and of the final product quality level of compound
feed. In addition, the laboratories provide services to
farmers in the analyses of fodder to determine feed ra-
tions, in particular for cattle, in soil analyses, and in re-
lation to the general public, such as analyses of water
from local resources.

The total storage capacity of the agro-centres is one
million tonnes, which is more than 22% of the total stor-
age capacity in the Czech Republic. In addition to their
own commercial needs they maintain storage capaci-
ty for the State Tangible Reserves Administration and
the State Agricultural Intervention Fund.

In 2001, the agro-centres produced 536,000 tonnes of
compound feed, mostly for poultry (260,000 t) and pigs
(250,000 t); the remainder being cattle feed. The target
for 2002 is to produce 600,000 tonnes of compound
feed (Figure 1).

Four trading companies

The trading companies of Agropol include subsidiaries

dealing with specific activities.

¢ Agropol Trading, import of soy meal (120,000t a year),
import and export of plant products (rape-seed, ce-
reals, maize).

It is a company with a solid position and good rep-
utation among the trade partners in the Czech Re-
public and abroad, which continues to increase its
market shares in the selected commodities. The com-
pany strengthens the position of the Agropol Group
holding in key areas, mainly the trade in feed, oil seeds
and cereals. It has also been successfully entering the
market in meat, meat products and semi-products
produced in a member organisation of the holding,
Jihoceska drubez Vodnany, to which it provides com-
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The companies in the Agropol Group renewed the fleet for compound

feed transport by containers on DAF undercarriages.

mercial services mainly in trade activities oriented
abroad.

Agropol Chem; sale of mineral fertilisers and agro-
chemicals for the protection against pests and ap-
plication of chemical preservatives. The activity of the
company is focused in particular on distribution of
agrochemicals, including application activities and
special consultancy. The sales of seeds for sowing
have also been developing in a promising way.

Agropol Chem also participates, in cooperation

with another Czech agency, in the implementation
of two Canadian types of soy grown in the Czech Re-
public, which has indicated promising results in its
production conditions.
» Agropol Servis equips grain silos and compound
feed plants related to the Agropol Group holding
and other companies with machines and equipment
for the technological process of compound feed pro-
duction. The company reconstructs compound feed
plants and grain silos including modernisation of
production facilities with complex utilisation of com-
puter technology, delivers automotive vehicles for
the transport of compound feed and agri-products,
equips laboratories, and delivers handling technol-
ogy for the operating units.

In the Czech market, it represents leading world
firms from Sweden (seed cleaning equipment), Ger-
many and Denmark (machines and equipment for
compound feed plants), Spain (hammer mills) and The
Netherlands (compound feed mixers). In the area of
machinery for silos and compound feed plants, the
firm also has a long-term cooperation with many
Czech suppliers of machinery. As a result Agropol
Servis is acting as a turnkey company.

At present, the company focuses on gradual unifi-
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cation of technological equipment of individual agro-
centres, expecting a simpler and quicker provision of
both its services and deliveries of machines and tech-
nological units.

Agropol Portis a fluvial port on the river Elbe for load-
ing and unloading of agricultural products from lor-

ries to river boats with an annual capacity of 200,000
tonnes (mainly transport to Hamburg in Germany).

Poultry processing division

e Jihoceskd drubez Vodnany, with two other separate
operating plants, processes 50,000 tonnes of chick-
ens a year, which is 20% of the total consumption in
the Czech Republic. It forms a integrated vertical or-
ganisation with other companies in the holding,
purchasing poultry from the farmers, who are sup-
plied with compound feed from the holding’s agro-
centres.
The company also exports part of its products abroad.
In October 2001 EU commissioners inspected the
plant. The result of the inspection was positive and
the firm was assigned to the Al category and may
further export poultry products to the countries of
the European Union.

Preparing for EU entry

The developing concepts of the holding as a whole at
present are clearly dedicated to prepare the Czech Re-
public for entry into the European Union. All agro-cen-
tres of the Agropol Group have attained certification
for the EU ISO 9002 standard and the work on certifi-
cation for higher degrees of ISO continues. Certification
for the ISO standards is being intensively made in the
other subsidiaries of the Agropol Group as well. The cer-
tificates for ISO 9002 and ISO 14 001 concerning the qual-
ity control system and the environment management
system were successfully re-certified. Until the end of
2002, extending audits will be made according to the
CSN EN ISO 9001:2000 and CSN EN ISO 14 001:1997
standards.

The Feed Act in effect in the Czech Republic as of Jan-
uary 15t, 2001 caused the enterprises of the Agropol
Group holding to use their best efforts to improve the
quality of the compound feed produced. Therefore,
large financial investments have been allocated to its
compound feed plants since 1999. At present the plants
are able to meet the strict requirements of the Act and
match in compound feed quality with the most ad-
vanced enterprises in the countries of the European
Union. e
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