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Abstract: The aim of this work is to study in detail the added value notion 
and to help the users of this information about the way of managing the 
agro-business; it is carried out in some enterprises in Albania during the 
year 2008-2009. 
The value added index presents the creative character of the enterprise, 
that is why it is of great interest for the financial analysis of the 
enterprises.  
Also in this study is observed that not in any case a high added value 
indicates a good situation of the enterprise, and on this are given also the 
respective recommendations.  
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ADDED VALUE 
 

This indicator presents in fact the creative character of an enterprise. It 
expresses the contribution of the enterprise in the increase of the social 
production through the production or the profit.  
“the value added of the gross production expresses the creation of the value 
or an increase of the value that the enterprise adds to the goods and the 
services originating from third parties in its professional and current activity 
practice.” 
It is measured with the difference between the production of the period and 
the consumption for the needs of the realization of this production of the 
goods and services originating from third parties. 
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the “calculation of the value added, to the production of the period is added 
the representing trade margin of the trade activity ‘production’”. 
The value added consists one from the indicators of the table of the 
intermediating outstanding sums of the direction. It is not presented directly 
in the result account, but the latter contains all the necessary elements to 
determine the value added, especially “the consumptions of the practice 
originating from third parties”. 
The notion of the value added presents a great interest for the financial 
analysis. The financial analysis looks also after the monetary affluxes that 
correspond to the sold value added, certainly considering the time distances 
between the use credits (clients, etc.) and the obligations of the exploitation 
that contribute in the creation of this sold value added.  
The adaptation and the use of the sole value added notion would force the 
enterprises to divide their production costs into exterior costs and interior 
costs, or in added costs. The general accounting plan provides for the 
producing enterprises the possibility use of the accounts’ structure to 
determine:  
the margin on the production cost 
the cost added 
the value added by adding the margin and the costs mentioned above. 
 
The calculation of the practice consummation originating from third 
parties. 
Here are two main categories: 
 
Consumed supplies  
reserved purchases (where are included the supporting expenditure of 
purchase 
the overvalue or the undervalue of the variation of the reserves 
purchases of half fabricated goods 
not reserved purchases 
minus the deductions taken on the purchases  
 
Other consumed exterior expenditures  
half fabricated (in addition to the half fabricated embodied directly in the 
objects, works, and the products produced.) 
the quotas of the rent 
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exterior personnel 
The value added at the table of the intermediate outstanding sum of the 
direction, is calculated through the method of deduction.  
 
 
Consumptions of practice originating 
from third parties 
Outstanding sum = value added  

Trade margin 
Production by the practice  

 
The difference between the production and the consumption originating 
from third parties forms the amount of incomes that the enterprise can share 
out to various factors of production that have participated in this production. 
Regrouping the entries of the account of the result, in order of determining 
the value added, we can indicate that the value added is share out to: 
The personnel and the social organisms in the form of personnel 
expenditures. 
The state, in the form of taxes and dues and taxes on incomes. 
The contributors into the capital in the form of the financial expenditures 
and of the dividends.  
The enterprises in the form of self-financing. 
To the value added that will be shared out will be added also other resources 
such as exploitation subventions, incomes minus expenditures of the current 
direction, financial incomes, extraordinary result. 
 
The interest of the value added 
The value added can be used to estimate:  
The economical weight of the enterprise, the dimensions, and its growth, 
Its producing structure, 
 
Value added, a criteria of the dimensions of  the enterprise 
The volume of sales measures the trade activity of the enterprise, i.e. its 
capacity to sell. But the volume of sale is not a good index on the 
dimensions of the enterprise. So, with limited production means 
(installations, equipments, etc.) the enterprise can realize an important 
volume of sales if it purchases a large part of its production in the form of 
half fabricated goods, whilst, the value added measures the specific 
contribution of the enterprise in proportion to the production it has realized. 
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Value added, criteria of the enterprise’ s growth 
The norm of the sales volume growth often deceives you, whilst the growth 
coefficient of the value added makes possible to measure the real growth of 
the enterprise. In inflation cases, it can be used a deflated growth 
coefficient, so corrected with the index of  the increase prices of the 
practice. This is the way of proceeding by the analysts of the multiyear 
financial affluxes.  
Value added, criteria of the enterprise integration 
It is calculated the proportion value added on the production. If this 
proportion is higher, the integration is more integrated, i.e. the enterprise 
realizes some phases of the production, passing the raw materials through 
these phases up to their transformation into final productions, without 
getting addressed to services of other enterprises, or without purchasing half 
productions.  
It must be remarked also that the higher is this proportion, the higher will be 
the needs for exploitation circulation funds. 
 
The value added and the exploitation structure 
Personnel expenditures / value added 
Financial expenditures / value added  
Taxes and dues / value added  
Self-financing / value added  
 
Value added and the use of the production factors  
It can be observed that for the same level of the value added and with the 
same structure of exploitation, the use of the production factors can be more 
or less optimized. 
The efficiency of the use can be measured setting into proportion the value 
added to the number of the employees that have contributed in the 
enterprise’s activity, which permits the calculation of the working power 
efficiency. 
Value added / number of employees  
Or by setting into proportion the value added to the immovable assets of 
exploitation (where are included the immovable assets taken by leasing) to 
the value added. This proportion expresses the amount of the necessary 
investments to ensure 1 lek value added. 
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Limitations of the value added notion 
The added value notion helps to understand better the dimensions and the 
structure of the exploitation of the enterprise. 
However, this index must be interpreted carefully: the increase of the value 
added is not always a sign of the good health of the enterprise, at the 
measure that the increase of the value added can be accompanied by 
deterioration of the trade situation and with a bad situation of the treasure.  
For example, in some enterprises we saw that: 
The increase of the value added can correspond to a change in the 
production structure: for example, the abandoning the policy of purchasing 
half productions. The addition of the expenditures for the personnel can 
create an increase of the value added, whilst the result and the efficiency of 
the enterprise can get decreased.  
Also, the increase of the value added can come from an increase of the 
reserves of the final products, produced with a so high cost that the market 
will be unable to get those products because of the high sale price that will 
be set for them. 
The value added permits to compare the enterprises in order of measuring 
better the respective contribution inside the same sector of agro-business. 
The index of the value added is more significant than that of the turnover. 
The turnover represents the entirety of the sales of the enterprise, whilst the 
value of the sales indicates accurately the role of the enterprise. 
For the evaluation of the enterprises by considering at the same time both 
these indexes, must be calculated the index of the percentage of the value 
added at the total of the turnover (sales). 
The percentage of the value added = [value added / turnover (without the 
taxes)* 100 
 
For a more detailed analysis, we have studied the evolution of the separate 
components of value added. Before giving the conclusions, it must be 
verified if the enterprise has not changed the forms of production, which 
changes the value added. 
The financial experts are of the opinion that the value added conception 
measures far better the real contribution of the enterprise in the economical 
activity than the sales (turnover) volume(Caramiello Carlo, Ragioneria ed 
economia aziendale, Vol. 3, Milano, 1993) 
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There must not make comparisons based on the sales volume of two 
enterprises that practice their activity in the same branch, if one from them 
practices the vertical integration of production, whilst the other, on the 
contrary, processes the products after having purchased them half ready 
from third parties (by-treatments). This is also one from the reasons that we 
use the concept of the value added. 
There are two ways to calculate the value added. 
by deduction, i.e. by deducting from the producing value of the products and 
the services of the enterprise the amount called intermediate consumptions 
of the enterprice:  
value added = production – intermediate consumptions (+ trade margin). 
 
We explain the above by means of the accounts of the general account plan: 
 
Production by the practice =  
Production sold Sales of the products  

Works 
Services made for third parties  

- Reserved production  Variation of the reserves of ready 
products and of the reproduction in 
process 

- Production for its own needs  Cost of works carried out by the 
enterprise for its own needs  

  
Intermediate consumptions: 
i.e. consumptions of practice originating from third parties = 
purchase of materials and goods 
variation of the situation of the materials and goods 
purchase of by-treatments 
purchase of supporting materials 
other exterior expenditures (insurances, advertisements, transports, etc.) 
discounts taken by third parties  
 
 
By adding, this method reveals faster how is shared out the value added 
among the production factors. 
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Value added =  
+ personnel expenditures     recompense of the work 
factor 
+ participation of the employees  
+ taxes and dues minus subventions for 
  the exploitation      part belonging to the 
state  
+ tax on profit 
+ financial expenditures     recompense of the 
creditors  
+ amortization for depreciation and    part that allows to be 
preserved the  
   provisions minus regaining     “value” of the working 
means  
+ net result, financial incomes,    recompense of the 
owner of the  
   extraordinary result     enterprise  
There are many proportions to measure the economical efficiency of an 
enterprise.  
Proportion: Value added / production value allows, firstly, to judge on 
the integration level of the enterprise. The later will be considered as 
vertically integrated, in relation to the nearness this report will have to 1. 
The positive change of this report, during two consecutive practices, 
indicates if the enterprise has succeeded to improve its direction, or the 
reports with the clients and the suppliers. 
The increase of the proportion expresses, in general, a deviation in progress 
between the sale price and the cost of the intermediate consumptions. 
The interpretation of this change can be made delicate because of the 
inflation effects, but, also because the norm of the value added changes in 
accordance to the activity volume. 
The prove of this increase of the activity can be given by calculating the 
proportions:  
  The gross immobile assets of exploitation / value added 
 Or   Economical capital / value added 
 Or   Economical capital / sold production  
The reports:  Economical capital / value added 
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And   The gross immobile assets of exploitation / value added 
Represent also coefficients of the capital. 
Their value depends first of all by the technical conditions of the production 
that dominate the branch or the sector where the enterprise is a part.  
The permanent resources of the needs for the financing the enterprise 
will be always more and more important when these proportions are 
high. 
Normally, for an average time period, the allocation of the enterprises about 
the “average” values of the sector’s proportions must be weak when the 
productions techniques are extended and when the technical progress is 
slow. 
When an enterprise is presented with high values of the proportions, even 
considerably higher than the average of the branch, can be given some 
explanations:  
The enterprise does not exploits in full its economic capital or its 
immovable assets because of the trade difficulties or of the very high 
intermediate consumptions (must be verified their composition). 
The enterprise eventually has invested recently or be in the process of being 
created. 
Then it is normal that the proportions:  
 The gross immovable assets of exploitation / value added 
Or  The economic capital / value added are high. 
It needs time that the value added get increased (the increase of the sales has 
some delay in the proportion to the investments). The proportions will get 
decreased when the enterprise reaches a determined regime the sales 
increase and when reaches to combine its production factors in the 
conditions near to the optimum.  
The proportion: Value added / Number of the employees measures the 
amount of the value added per employee. The higher this proportion the 
higher is the efficiency of its employees. 
Value added / Number of the employees = value added / gross immovable 
assets of exploitation * the gross immovable assets of exploitation / Number 
of employees. 
The productivity of the employees, i.e. of the work factor, depends from the 
qualification of the employees, from the salary tariff and from the hours 
number of work, which is evaluated through the proportion:  
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 Value added / gross immovable assets of exploitation and from the 
more or less intensive use of the equipments. 
When comparison of the proportions is made: the value added / number of 
employees and the production / number of the employees, it is possible that 
the second proportion to be better than the first one in regard with the 
branch standards. This comes from the increase of the stored production, 
which would constitute an indication of the beginning of the difficulty of the 
enterprise to sell all it has produced. It is of interest also the calculation of 
the weight of each factor in the total of the value added and the examination 
of their evolution during the last years. 
By measuring the impact of the expenditures for the personnel through the 
proportion Personnel expenditures / Value added, it can be judged about the 
level of the use of the hand working power or of the capital by the 
enterprise. The total of the personnel expenditures is calculated by the 
product of the employees number with the respective tariff of the salary. 
The high value of the above proportion can indicate that enterprise is using 
more working power and less capital, as well as that the salary tariffs are 
high. 
The comparison between the proportions: Financial expenditures / Value 
added and Result / Value added helps us to judge also on the borrowing 
policy of the enterprise. It is important also the calculation of the proportion: 
Amortization for depreciation / Value added. Its value, compared with the 
sector’ s standards, indicates for us if the enterprise uses in full the fiscal 
possibilities it is offered to.  
 

CONCLUSIONS AND RECOMMENDATIONS 
 

- With this study we observed that the added value is used for the 
evaluation of the economical weight of the enterprise, the 
dimensions and its growth, as well as the producing structure of the 
enterprise. 

- During this study was observed that the added value serves as a 
criteria of the dimensions, of the growth, integration, and structure of 
the exploitation of the enterprise.  

- Also we concluded that the added value not always is a good sign of 
the health of the enterprise; that is why we recommend it has to be 
taken into consideration by the enterprises, so that the added value 
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would not be converted into a deterioration of the trade situation and 
a treasury bad situation.  

- This study makes possible to discover the factors that have affected 
the economical and financial situation of the enterprise.  
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