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Abstract

In Turkey, Agricultural Development Cooperatives are very important for bringing the resources in rural
area to the economy, establishment of agro-industrial facilities for processing agricultural products
and preventing migration from rural area to cities. While the number of Agricultural Development
Cooperatives in Turkey was 6000 in 1974, it rose to 7196 in 2017. Total number of partners of these
cooperatives is 775255.

The aim of the study is to reveal financial structures of Agricultural Development Cooperatives within the
scope of the research by using ratio analyses. Data in this study were retrieved from income statement
and balance sheets belonging to 2016 of 70 Agricultural Development Cooperatives in the Western
Mediterranean Region. Ratio analyses were classified as financial structure ratios, activity efficiency
ratios and profitability ratios in this study. Financial analysis was conducted for Agricultural Development
Cooperatives by comparing the values obtained as a result of analysis with the standard values. Findings
obtained from this study and other similar studies suggest that one of the most significant problems of
agricultural development cooperatives is finance. As a result of the study, it was determined that the
cooperatives studied were not in financial sufficient level. The financial weaknesses of the cooperatives
examined mean that they can face financial problems in the long run. Financial insufficiency poses a risk
in terms of the continuity of the surveyed cooperatives.
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1. Introduction

As of the second half of the 19" century, co-
operatives became important instruments in fa-
cilitating social and economic development in
all countries and they currently maintain these
functions. The cooperative system is accepted as
a significant social movement in the world, as it
contributes to the protection of environment and
creation of employment and it serves as an es-

sential mean in the social and economic devel-
opment of countries (Mulayim, 1999). Being one
of the means of self-help, the cooperative system
has been implemented in developing countries
according to the models in the European coun-
tries. The UK, Germany and France spread their
own principles of cooperative system to the
whole world, which were accepted and put into
use by the developing countries (Kivanc, 1982).
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Agricultural cooperatives are socioeconomic
organizations established to protect the econom-
ic rights of farmers and thus to obtain a higher
level of profits (Laidlaw, 1981). Cooperatives
are the most frequently encountered institutions
in the world following the governmental institu-
tions for the fields of agricultural production and
processing, and marketing of products (Erkus
and Ozudogru, 2005). In the modern world, it is
accepted by everyone that commercial enterpris-
es have such a central importance in directing the
social life. The development of the capital mar-
kets, the requirement of monetary-credit institu-
tions to be based upon firmer grounds, while ex-
tending funds and the tendency of enterprises to
grow, have currently put the financial analysis in
an exceptionally important position (Acar, 2003).

There is a lot of scientific research done about
cooperatives. Martin and Guerra (2011), aim to
show the strategies of the cooperative sector for
the development of new channels of internation-
al commercialization that allow to mitigate the
effects of the risk. Coren and Clamp (2014), asks
what we can learn from the use of a shared-ser-
vices co-operative to meet the needs of small
scale winemakers in a regulated market in their
research. Campos-Climent and Sanchis-Palacio
(2015), checks for the existence of a signifi-
cant relationship between organizational size
and performance in agri-food firms, namely in
Spanish fruit and vegetable (F&V) cooperatives.
The study founds show the absence of a sig-
nificant positive relationship between size and
performance in agri-food firms. Othman et al.
(2014) expect to uncover competitive advantage
as an indicator of business success among co-
operative organizations in their study. Xiangyu
Guo (2010), aim to identify the environment
pressures that farmers faced in food safety, and
explain why the agriculture cooperatives can be
an effective organization in SCM. Galati et al.
(2015), contributes to assessing the effective-
ness of the GH measure to contribute in reduc-
ing the supply of wine grapes, and thus contrast-
ing the fall of wine prices in those years when
especially abundant productions are expected.
Fanzini and Russo (2014), compare the profit-
ability of cooperatives and investor-owned firms
in the Italian wine sector. Gomez (2006), aim to

measure productivity and efficiency of horticul-
tural co-operatives. Hammad Ahmad Khan et
al. (2016), purpose in their paper to investigate
the factors affecting co-operatives performance
by focusing on the roles of its intangible assets
which are in the form of intellectual capital and
members’ participation. Valentinov (2007), de-
velops an organizational economics explanation
for agricultural cooperatives by building upon
the transaction cost theory of family farms.

Financial analysis is an activity that includes
the association between various accounts in finan-
cial statements as well as their measurement and
interpretation. The aim of the financial analysis
is to present the liquidity position, profitability,
capital structure and assets utilization position of
an enterprise. By conducting a financial analysis,
the current position of the enterprise is evaluated
allowing one to take decisions for the future. Fi-
nancial analysis may be conducted by the enter-
prise as well as institutions or investors granting
loans to the enterprise (Yener, 2006). Some of the
studies conducted on financial analysis of agri-
cultural cooperatives are Lerman and Parliament
(1991), Binion (1998), Ozudogru (2004), Ako-
no et al. (2005), Carlberg et al. (2006), Surmeli
(2006), Arslan (2007), Banaszak (2007), Boyd
et al. (2007), Gurung and Unterschultz (2007),
Lazikova et al. (2008), McKee (2007), McKee
(2008), Cosgun and Bekiroglu (2009), Pashkova
et al. (2009) and Akcaoz et al. (2011).

Agricultural development cooperatives are es-
tablished to attain several goals, such as making
the agricultural enterprises more efficient, regu-
lating marketing activities, meeting the need for
inputs, loan, etc., and ensuring the establishment
of rural industry.

Development of agricultural cooperatives in
Turkey are satisfactory in terms of the number
of cooperatives, but these cooperatives are not
economically active. One of the main reasons
for this is the weak financial situation of agricul-
tural development cooperatives. The fact that the
financial status of the Agricultural Development
Cooperatives is revealed implies a clearer deter-
mination of the problem. This situation necessi-
tated such a study.

The objective of this study is to examine the
accounting records of the Agricultural Devel-
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opment Cooperatives in the Western Mediter-
ranean Region of Turkey and to conduct their
financial analyses.

1.1. Current position of the Agricultural De-
velopment Cooperatives in Turkey

The first application of modern cooperatives
in Turkey, established by the state in 1863, «the
country chests» with (like structure of agricul-
tural credit cooperatives) are considered to be-
gin. However, the first essential development in
cooperatives is found in the Republican Period.
Today is located 84232 cooperatives in 26 differ-
ent species in Turkey, while the total number of
these partners are 8109225. Of the approximate-
ly 84000 cooperatives in the country, 12000 are
for agricultural purposes and 72000 for non-ag-
ricultural purposes.

The cooperatives in Turkey are established
and carry out their activities in accordance with
three separate laws according to their types:

1. The Cooperatives Law no. 1163: It is the
primary law which governs the cooperatives
sector. This Law which helps many cooperatives
to be established and developed came into force
on 24.4.1969. In accordance with Article 98 of
the Cooperatives Law, in cases where there are

no explanations on the contrary, the provisions
concerning Joint Stock Companies in the Turk-
ish Trade Law are applied.

2. The Law no. 1581 on Agricultural Cred-
it Cooperatives and Unions: Including specific
provisions on the establishment and functions of
agricultural credit cooperatives, this Law came
into force on 18.4.1972. In cases where there are
no explanations, the provisions of the Coopera-
tives Law no. 1163 are applied.

3. The Law No. 4572 on Agricultural Sales
Cooperatives and Unions: This is the law which
was issued particularly for the agricultural
sales cooperatives. This law came into force on
1.6.2000 and governs the issues specific to agri-
cultural sales cooperatives and unions. In cases
where there are no explanations, the provisions
of the Cooperatives Law No. 1163 are applied
(Anonymous, 2012).

The cooperative system has been used in our
Turkey as a means for the balanced develop-
ment of the society just like the other devel-
oped and developing countries. The number of
agricultural cooperatives in 2017 was 12348
and the number of partners was approximately
4 million (Table 1).

In Table 1, it is demonstrated that there are
7196 agricultural development cooperatives that

Table 1 - Current Position of the Agricultural Cooperatives in Turkey (2017).

Unit Cooperative Cooperative Central
Cooperative Associations Associations
Laws No. of
Number No. of Number Partner Number No. ofPar.tner
Partners . Cooperatives
Cooperatives
1. Agricultural | Lawno. 1163 | 7196 | 775255 | 85 4823 5 7028
Development Cooperative
2. Aquaculture Cooperative | Law no. 1163 554 30781 16 216 1 208
3. Irrigation Cooperative Lawno. 1163 | 2543 292701 13 700 1 1138
4- Sugarbeet Growers Lawno. 1163 | 31 | 1430904 | 1 31 0 0
Cooperative
5 Agricultural Credit Lawno.1581 | 1625 | 939998 | 16 1625 16 1625
Cooperative
6. Agricultural Sales Lawno.4572 | 399 | 533456 | 17 322 0 0
Cooperative
Total 12348 | 4003095 148 7717 23 9999

Source: MFAAB, 2017.
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are subject to the Law no. 1163 and the num-
ber of partners in these cooperatives is 775255.
Some of the Peasant Cooperatives, Livestock
Cooperatives, Forestry Cooperatives, and Tea
Cooperatives gathered and established region-
al associations and some of these associations
were included in a horizontal organization with
centralization. The ratio of agricultural develop-
ment cooperatives to total cooperatives is 8.54%
and the rate of agricultural development cooper-
atives in agricultural cooperatives is 58%. Ac-
cording to the number of partners, the number of
agricultural development cooperatives is 9.35%
of the total number of cooperative partners, the
share of agricultural cooperatives among agri-
cultural cooperatives is 19%.

According to the Cooperatives Law no. 1163,
it is the duty of the Ministry of Food, Agriculture
and Animal Breeding to establish, organize, and
supervise the agricultural cooperatives. The Law
no. 3476 which amended the article 25 in the
Cooperatives Law no. 1163 was issued in 1998.
The articles forming nine types of associative
structures for cooperatives, which were formerly
in effect, were assembled under four types of ar-
ticles. To mention, these are Agricultural Devel-
opment, Irrigation, Aquaculture, and Sugar beet
Growers. In Turkey, Agricultural Development
Cooperatives are very important for transferring
rural resources to the economy, establishment of
agro-industrial facilities for agricultural process-
ing, and preventing migration from rural to ur-
ban areas (Inan et al., 2000). Aims of Agricultur-
al Development Cooperatives are as following:

1. Supporting agricultural production im-
provement of their partners,

2. Fostering macro and micro projects by en-
gaging in procurement, supply, operating, mar-
keting, and assessment activities,

3. Assisting their partners in utilization of their
economic power and new investment decisions,

4. Facilitating circles of trade (Anonymous
2004),

5. Utilizing natural resources to increase the
economic power of their partners.

6. Taking actions for development of handi-
crafts, domestic crafts, and agro-industry.

The policy of the state on the cooperatives has
been included in the Turkish Constitution since

1961. Moreover, the advancement of coopera-
tives has often been taken into consideration in
the Development Plans and the agricultural co-
operatives in particular have been considered as
one of the most important development policies.
The state used its regulatory power, enacted gen-
eral and special cooperatives laws and chose to
give a different legal status to the cooperatives
from the other organizations. Moreover, the state
has leaded the way to establish and develop sev-
eral cooperatives.

Today, some cooperatives types are given fi-
nancial support by the state and these financial
aids are aimed for the agricultural sector. Within
this framework, project support is provided to
the agricultural cooperatives in accordance with
the provisions of the Regulation on the Credits
to be utilized by the Agricultural Cooperatives.
Agricultural sales cooperatives have recently
utilized from Support and Price Stabilization
Fund (Anonymous, 2012).

1.2. The performance of Turkey in terms of
the practices in the world

When the systems and practices in the other
countries are compared, it is a fact that the co-
operatives in Turkey have achieved the wished
performance in terms of their potentials. Within
this regard, the deficiencies, troubles and inca-
pability faced by the cooperatives in Turkey in
comparison with the successful cooperatives in
the world are listed under the following titles
(Anonymous, 2012):

- Due to the insufficient superior organiza-
tion, the services on training, financing, audit,
consultancy, technical and legal support for the
cooperatives are low.

- The share of the cooperatives in the figures
related with “National Income, Production, Em-
ployment, Investment, Foreign Trade” and their
share in the sector which they provide services
in are not known well in Turkey.

- The cooperatives in Turkey can only devel-
op in terms of their numbers (the number of the
cooperatives) and a sound cooperative structure
and understanding have not been ensured.

- The rate of establishing cooperatives in the
community is low.
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- The cooperatives are more common in hous-
ing and agricultural sector, but no cooperative
has been established in the sectors such as re-
tailing, credit- financing, insurance, the energy
generation, education and health.

1.3. Cooperatives problems in Turkey

Cooperative movement has a very important
position in terms of the development, efficien-
cy and productivity of the Turkey’s agricultural
sector. It is not possible to say that the coopera-
tive movement, which has great importance es-
pecially in terms of employment, is still in the
desired level. Because the cooperative move-
ment has come to this day with many problems
still not solved since the day it was established.
Despite the fact that the cooperative problems
have been mentioned in previous studies, in
the 5-year development plans and finally in the
Strategy and Action Plan of Agricultural Organ-
izations Cooperatives (Anonymous, 2012), the
necessary solutions could not be implemented
and the problems continued. The main problems
with cooperatives in Turkey are classified in dif-
ferent ways by different researchers. However,
there is a consensus for fundamental problems
(Mulayim, 1990; Anonymous, 1997; Mulayim,
2013; Rehber, 2011; Yilmaz et al., 2008; Anon-
ymous, 2012; Ozalp and Yilmaz, 2014). These
problems can be classified as: (a) State and co-
operative relations, (b) Legislation problems,
(c) Management and Audit problems, (d) The
financing and capital problems, (¢) Problem of
higher organization and cooperation, (f) Educa-
tion and research problems, (g) Partners-cooper-
ative relationships and trust problems.

(a) State and cooperative relations; States and
cooperative relations, despite the positive de-
velopments in Turkey, it is still possible to say
whether the desired level is reached. Especially
in the Agricultural Credit Cooperatives, it can
be said that the principle of independence of the
cooperatives cannot be provided. On the other
hand, uniform contracts facilitate the establish-
ment of cooperatives however, it is not possible
for cooperatives, which have reached a certain
capacity, to form their own contracts despite the
legitimacy of the legislation.

(b) Legislation problems; Cooperative legis-
lation shows a complex and disorganized struc-
ture. This leads to confusion and resource waste,
and on the other hand it prevents integration be-
tween cooperatives.

(c) Management and Audit problems; In
order for co-operatives to be able to adapt to
changing conditions and be successful, manag-
ers need to have the knowledge and skills in
managing business functions and management
functions. In addition, cooperative principles
and values have been adopted by cooperative
managers and management activities have to
be carried out in this direction. The failure of
cooperative managers has often prevented the
co-operatives from longevity and has led to the
closure of cooperatives.

(d) Financing and capital problems; one of
the main problems of Turkey’s agriculture, ag-
ricultural enterprises is very small at a great.
Moreover, agricultural enterprises do not have
sufficient capital. This situation is naturally re-
flected in cooperatives. The financing and capital
problem is one of the most important problems
facing the development of cooperatives. This
shortfall reduces the investment potential of co-
operatives. The main reasons for this situation
can be listed as low share of partnerships, lack of
knowing how cooperatives will reach appropri-
ate financing, and inadequacy of state supported
financial resources. It is possible to solve this
problem in two ways. The first is the provision
of a cooperative structure with high entry capi-
tal (New Generation Cooperative Structure) and
another is state-supported long-term credit lines.
In the transition to the new generation coopera-
tive structure, the small and low capitalization
of agricultural enterprises prevents this solution
in the short term and causes the second option to
be kept on the front line. In the transition to the
new generation cooperative structure, the small
and low capitalization of agricultural enterpris-
es prevents this solution in the short term and
causes the second option to be kept on the front
line. There are two main reasons why coopera-
tives are not able to benefit from the investment
supports that have been implemented in recent
years. The first of these is that the capacity of
the cooperatives to develop investment projects
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is insufficient. It is not possible for unit co-oper-
atives to solve this situation alone.

(e) Problem of higher organization and coop-
eration; the concept of integration is considered
to be the gathering of entrepreneurs as a whole
from the economic and legal perspective. In oth-
er words, it is said that economic units that have
complementary functions complement each oth-
er and become a body (Cikin and Karacan, 1994).
In order for this integration to be achieved, it is
necessary to complete the horizontal and verti-
cal organization of the cooperatives. It should be
ensured that the cooperatives actively cooperate
with one another through the upper organization.
This has not been achieved yet.

(f) Education and research problems; Turkey
has serious shortcomings in the cooperative edu-
cation. Cooperative education is limited to com-
pulsory or elective cooperative lessons in sev-
eral faculties. However, a cooperative culture is
more than just a lesson, to transfer to the next
generation of cooperative culture is an essential
condition in the development of cooperatives.

(g) Partners-cooperative relationships and
trust problems; One of the major problems
of cooperatives in Turkey is a problem part-
ners cooperative relations. There is a problem
of confidence in cooperatives in Turkey. In a
survey conducted, the presence of the ethical
values of cooperatives, has been shown to im-
prove performance gained from the cooperative
partners. It has been determined that the trust
of the partners to the managers has a significant
influence on the performance of the partners
from the cooperatives loyalty and cooperatives
(Bilgin et al., 2005).

Researchers has been done many research on
cooperatives in Turkey. A part of the studies on

cooperatives in Turkey related to the econom-
ic analysis of cooperative partners (Yercan,
1996; Acar and Yildirim, 2000; Dedeoglu and
Yildirim, 2006), while some of them examine
the socio-economic activities of the cooperative
(Yildirim and Acar, 1999; Karli ve Celik, 2003;
Ozdemir, 2005; Unal and Yercan, 2006; Ser-
inikli and Inan, 2007; Unal et al., 2009). Also
in 2012 by the Ministry of Trade and Customs
“Turkey Cooperative Strategy and Action Plan
2012-2016” has been prepared and demonstrat-
ed vision and targets in Turkey’s cooperatives.

This study, which reveals the financial struc-
ture of co-operatives, is the first work to be done
on this issue in the country.

2. Material and method

2.1. Material

The material of the study is composed of the
data obtained from the primary and secondary
sources. Primary data consist of the accounting
records of the agricultural development cooper-
atives in the region of Western Mediterranean.
Secondary data were retrieved from publications
of the Ministry of Food, Agriculture and Animal
Breeding, General Directorate of Organization
and Support, Turkish Cooperatives Institution
and TURKSTAT and from other studies alike.

As of 2017, there were 362 agricultural de-
velopment cooperatives in the Western Medi-
terranean region, composed by three provinces
namely Antalya, Burdur and Isparta. 70 of these
cooperatives investigated financially coopera-
tives in the scope of this research (Table 2). Co-
operatives have been selected among the coop-
eratives which keep their records properly.

Table 2 - Current Position of the Agricultural Development Cooperatives in the Western Mediterranean Region

(2017).
Provinces No. of Cooperatives No. of Partners No. of investigated cooperatives
Antalya 106 16705 14
Burdur 139 17627 31
Isparta 117 12402 25
Total 362 46734 70

Source: Anonymous 2017.
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The year-end detailed income statement, esti-
mated budget, year-end balance sheets of these
70 active cooperatives of the Western Mediter-
ranean region were used within the study for fi-
nancial analyses. The required data was obtained
from the activity reports of 2016.

2.2. Method

2.2.1. Liquidity ratios

Liquidity ratios help determining the payment
opportunities of the liabilities due by demon-
strating the monetary position of the enterprise.
It is used to determine the capacity of the en-
terprise to pay its current liabilities by relating
its current assets and current liabilities (Arslan,
2007). Liquidity ratios can be listed as follows
(Akguc, 1984):

1. Current Ratio;

2. Acid-Test Ratio;

3. Cash Ratio.

Current Ratio (Working Capital Ratio): It indi-
cates the capacity of the enterprise to pay its cur-
rent short term liabilities or to which extent the
realizable assets may cover the current liabilities
(which will become due in the current period).
Current ratio shows how much dollars of current
assets there are, against each dollar of liabili-
ty. This ratio is preferred to be 2 for developed
countries, whereas a ratio of 1.5 is deemed to be
enough in developing countries. Current ratio is
calculated as follows:

Current Ratio = Current Assets / Current
Short Term Liabilities (1

Liquidity Ratio (Acid test ratio): This ratio is
a ratio that accompanies the current ratio and
empowers its interpretative function. The ratio
can be calculated with division the value com-
puted by extracting the stocks from current as-
sets, by current short term liabilities. Acid test
ratio refines the current ratio. The reason is that
it excludes the stocks which are generally more
difficult to convert into cash than other items of
the current assets (Akguc, 1984). Acid test ratio
may be regarded as sufficient if it is 1. It suggests
that there is a current asset worth of 1 dollar ex-
cluding stocks for each dollar of current liabil-

ity (Akdogan and Tenker, 1998; Akcaoz et al.,
2011). Acid test ratio is calculated as follows:

Acid Test Ratio = Current Assets-Stocks / Cur-
rent Short Term Liabilities 2)

Cash Ratio: Cash Ratio, also known as liquid
assets ratio, indicates the capability of cash and
cash equivalents to cover the current short term
liabilities. It is generally accepted that a cash ra-
tio lower than 20% may cause adversity in the
cash position of the enterprise (Akdogan and
Tenker, 1998; Akcaoz et al., 2011).

Cash ratio = Cash and Cash Equivalents /
Current Short Term Liabilities 3)

2.2.2. Financial Structure Ratios

Ratios used in measuring the enterprise’s as-
set structure and ability to pay long-term liabil-
ities are included in this group. There are three
measures referring to financial structure of the
enterprise.

Financial Leverage Ratio: This ratio indicates
the percentage of the assets, financed by lia-
bilities. Creditors prefer this ratio to be low. A
high ratio suggests that the company is financed
speculatively, the security margin is narrow
for creditors, and the enterprise is open to face
with difficulties in payment of the principal in-
stalment and interests due. Despite its undesir-
able aspects, enterprise owners prefer this ratio
to be high. This ratio is preferred to be higher
than 50% in developed countries. Considering
from the viewpoint of Turkey, it is accepted if
it slightly exceeds 50% due to the reasons such
as the insufficient strength of the capital market
and scarcity of auto financing opportunities (Ak-
dogan and Tenker, 1998). Financial leverage ra-
tio is calculated as follows:

Financial Leverage Ratio = Total Liabilities /
Total Assets 4)

Ratio of Equities to Total Assets: It is a ratio
that indicates percentage of the assets financed by
the owners and shareholders of the enterprise. It
presents the enterprise’s long-term ability to pay.
A high ratio suggests that the enterprise will not
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face any difficulty in the payment of its long-term
liabilities and their interests. Under normal condi-
tions, this ratio is preferred to be higher than 50%
(Akdogan and Tenker, 1998; Akcaoz et al., 2011).
Ratio of Current Liabilities to Total Assets:
Ratio of current liabilities to total assets indicates
how much of the total liabilities are required to
be paid in the short-term. A low ratio is desirable
as it suggests a lower level of risk of the enter-
prise to have difficulty in the payment of debts
(Acar, 2003). It is accepted as a general criteri-
on by the Western financial institutions that the
ratio of current liabilities to total liabilities (or
assets) should be lower than 30%, whereas this
ratio is around 50% in the countries that have
difficulty in reaching long-term funds and have
high levels of inflation (Anonymous, 2008).

2.2.3. Activity Efficiency Ratios

Total Assets Turnover Rate: Total assets turn-
over rate calculated by dividing the sales reve-
nue by total assets indicates efficiency level of
revenue generation of the assets owned by the
enterprise. A high rate is desirable (Anonymous,
2008). Total assets turnover rate is calculated as
follows:

Total Assets Turnover Rate = Net Sales / Total
Assets ()

Stock Turnover Rate: Another ratio that meas-
ures the efficiency of the assets in their use is the
stock turnover rate which indicates how many
times the stocks were turned over in an account-
ing year (Anonymous, 2008).

Stock Turnover Rate = Cost of Goods Sold /
Average Stock (6)

Accounts Receivable Turnover Rate: Accounts
receivable turnover rate is one of the supplemen-
tary ratios used in measuring the liquidity posi-
tion of an enterprise and indicates percentage of
the total sales based on credit. The increase of
the accounts receivable turnover rate is in favour
of the enterprise and indicates that the working
capital depends relatively less on the accounts
receivable. On the other hand, the declination of
the rate indicates that the majority of the work-

ing capital is allocated to the accounts receiva-
ble (Akdogan and Tenker, 1998; Akcaoz et al.,
2011). Accounts receivable turnover rate is cal-
culated as follows:

Accounts Receivable Turnover Rate = Net
Sales / Average Accounts Receivable (7

2.2.4. Profitability Ratios

Ratios used in measuring the degree of effi-
ciency of the enterprise’s equities and liabilities
are included in this group (Akdogan and Tenker,
1998; Akcaoz et al., 2011).

Profit / Gross Income (Profit Margin): This
ratio indicates the percentage of the profit ob-
tained by the enterprise from its net sales. A high
ratio and an increasing trend in this ratio is a
favourable indicator for the enterprise (Anony-
mous, 2008). It may be determined whether this
ratio, which provides information on the gross
profitability of the enterprise, is sufficient or not
by making comparisons with other similar en-
terprises. A high ratio or an increasing trend is
construed in favour of the enterprise (Akdogan
and Tenker, 1998; Akcaoz et al., 2011).

Profit / Equity: This ratio, which is calculated
with dividing the profit by the equity, indicates
the net yield obtained per each unit of equity,
and is also called as “equity rate of return” or
“financial profitability” (Anonymous, 2008).

Ratio of Operating Profit to Net Sales: This ra-
tio provides information on the business volume
profitability of the enterprise and is used in de-
termining to which extent the enterprise is prof-
itable from its main operating activity. A high
ratio is favourable for the enterprise (Akdogan
and Tenker, 1998; Akcaoz et al., 2011).

3. Results and Discussion

3.1. General structure of the Agricultural De-
velopment Cooperatives examined

Agricultural development cooperatives with-
in the scope of the study are grouped as to their
provinces: Antalya, Burdur and Isparta. 18.57%
of 48 cooperatives examined in the study are in
Antalya, 44.29% in Burdur, and 35.71% in Is-
parta province (Table 3).
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Table 3 - Number of Agricultural Development Cooperatives Examined.

Province Number of Cooperatives % Number of Partners %
Antalya 14 18.57 1072 13.69
Burdur 31 44.29 3455 44.11
Isparta 25 35.71 3306 42.21
Total 70 100.00 7833 100.00

3.2. Profit-loss situation in the cooperatives
examined

Agricultural development cooperatives in Tur-
key are basically non-profit formation. Howev-
er, it is important for the cooperatives to make
profit in terms of the continuity of the coopera-
tives, meeting the demands of the partners and
making necessary investments. When the profit
and loss situations of the cooperatives subject
to the research are examined, it shows that the
profitability status of the cooperatives is not very
good (Table 4). Accordingly, a total of 48 coop-
eratives, 8 in Antalya, 24 in Burdur and 16 in
Isparta, achieved operating profit by the end of
2016. 16 cooperatives, 4 in Antalya, 6 in Burdur
and 6 in Isparta, declared their operational loss
as of the end of the same year, the remaining co-
operatives declared neither profit nor loss. It is
unlikely that the losing cooperatives will be able
to sustain their continuity in the long run.

3.3. Financial analysis of the Agricultural De-
velopment Cooperatives examined

Ratio Analysis Method was applied in the de-
termination of Liquidity Ratios, Financial Struc-
ture Ratios, Activity Efficiency Ratios and Prof-
itability Ratios of the agricultural development
cooperatives within the scope of the study.

3.3.1. Liquidity ratios

Liquidity ratios are the ratios that measure
the enterprise’s liquidity position, that is, its
ability to pay its current short term liabilities.
Current ratios of cooperatives examined that
take place in Antalya and Burdur were found
low and signed possession of risks. When the
acid-test ratios of the selected agricultural de-
velopment cooperatives were examined ac-
cording to their number of partners, it was seen
that the cooperatives were in risky positions
regarding payment of their current liabilities.
Cooperatives should keep their acid-test ratio
at 1 or higher. Only the cooperatives in Isparta
Province acid-test level were found high than
1. Cash ratios of the cooperatives were found to
be above 0.12, which is financially acceptable
(Table 5).

Cooperatives in the province of Isparta have
been identified as the cooperatives with the
highest current ratio. This shows that the co-
operatives operating in the province of Isparta
do not benefit from short term foreign sources.
The highest acid test rate was calculated again
in the cooperatives operating in the province of
Isparta. In other cases, this ratio is not greater
than the desired level of 1 or 1. The cash ratio is
above the desired level of 0.20 in development
cooperatives operating in the province of Ispar-
ta only. In cooperatives operating on the other

Table 4 - Profit-loss situation in the cooperatives examined.

Province
Total
Antalya % Burdur % Isparta %
Profit 8 57.1 24 77.4 16 64.0 48
Loss 4 28.6 6 19.4 6 24.0 16
Equal 2 14.3 1 32 12.0 5
Total 13 100.0 31 100.0 25 100.0 70
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Table 5 - Liquidity ratios of the Agricultural Development Cooperatives.

Province
Liquidity ratios
Antalya Burdur Isparta Average
Current Ratio 0.90 0.99 1.07 0.98
Acid-test Ratio 0.85 0.96 1.04 0.94
Cash Ratio 0.04 0.09 0.25 0.12

two, this rate is quite low. This suggests that
cooperatives operating in these provinces may
be very difficult to pay short term debts.

3.3.2. Financial structure ratios

Among the financial structure ratios, financial
leverage ratio, ratio of the equities to total as-
sets, and ratio of the short-term liabilities to total
liabilities have been studied. It is required that
enterprises have a financial leverage ratio of at
least 0.50. This ratio is average 0.59 in the ag-
ricultural development cooperatives examined,
which is quite high (Table 6). A high financial
leverage ratio indicates that the assets of the en-
terprise are financed by equities.

The ratio of the short-term liabilities to the
total assets indicates what percent of the assets
of the enterprise is financed by short-term li-
abilities. In other words, it indicates to which
extent the total assets are covered by short-
term debts. No doubt, the increase of this ratio
increases the financial risk as well (Akdogan
and Tenker, 1998; Akcaoz et al., 2011). It pos-
es a risk if the ratio of short-term liabilities
to assets is high. If this ratio is low, it may be
inferred that short-term liabilities are not used
as a source of finance. Credit costs should be
taken into account while using short-term li-
abilities. Among the cooperatives examined,
the average ratio of the short-term liabilities to
total liabilities was found out as 0.60 (Table 6).

For the agricultural development coopera-
tives covered under the research, the financial
leverage ratio was found to be higher than
the desired level of 0.5 for each of the three
provinces. In the cooperatives operating in the
province of Isparta, the ratio of short-term li-
abilities to total assets is highest at 0.44. The
ratio of short-term foreign resources to total
resources is highest in Antalya. However, the
low rates achieved in all three provinces indi-
cate that operating assets are financed by long-
term foreign resources and equity.

3.3.3. Activity efficiency ratios

This group of ratios measures how efficient
the assets of the enterprise are used. The gener-
al tendency is a high stock turnover rate, which
indicates that the goods of the enterprise are im-
mediately sold without waiting for a long time
and the circulation of the goods is at a favour-
able level. Stock turnover rates of the agricul-
tural development cooperatives examined in the
study according to the number of their partners
are provided in Table 7. It was seen that the stock
turnover rates of the cooperatives are high.

A high stock turnover rate is favorable for
enterprises, the average of this ratio is 26.23
among cooperatives. A high stock turnover rate
is an indicator of success for enterprises. Ac-
counts receivable turnover rate was found as
10.03 on average in the development coopera-

Table 6 - Financial structure ratios of the Agricultural Development Cooperatives.

Province
Financial structure ratios
Antalya Burdur Isparta Average
Financial leverage ratio 0.65 0.57 0.56 0.59
Ratio of the equities to total assets 0.35 0.43 0.44 0.41
Ratio of short-term liabilities to total assets 0.63 0.58 0.59 0.60
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Table 7 - Activity efficiency ratios of the Agricultural Development Cooperatives.

Province
Activity efficiency ratios
Antalya Burdur Isparta Average
Stock turnover rate 25.94 39.68 13.08 26.23
Accounts receivable turnover rate 6.17 12.54 10.74 10.03
Total assets turnover rate 3.25 6.23 4.74 492

tives, while the mean value of total assets turno-
ver rate was 4.92.

A high stock turnover rate is a sign of success.
Stock turnover rates of cooperatives categorized
by province are higher than all three provinces.
The highest stock turnover rate and accounts
receivable turnover rate were calculated in the
cooperatives operating in Burdur. The total asset
turnover rate is again the highest in cooperatives
operating in Burdur.

3.3.4. Profitability ratios

It is the main goal of an enterprise to obtain
operating profits from sales. A high operating
profit with reference to sales indicates that the
operating expenses are low and the enterprise is
successfully managed. The profitability ratios in
the development cooperatives within the scope
of this study have been found quite low. In the
development cooperatives studied, the average
ratio of the operating profit to gross sales was
0.82, the average ratio of the operating profit to
net sales was 0.01 and the average ratio of the
net profit to equity was 0.09 (Table 8).

The ratio of operational profit to gross sales
is highest in cooperatives operating in the prov-
ince of Isparta. The ratio of operating profit to
net sales is calculated at a very low level in de-
velopment cooperatives operating on all three
provinces. The net profit/equity ratio is highest
in cooperatives operating in Antalya and lowest

in cooperatives operating in Burdur. The data
obtained show that cooperatives operating on all
three sides are experiencing serious difficulties
in terms of profitability.

4. Conclusions

In Turkey cooperatives has a financial prob-
lems such as equity. Credit and lack of capital.
The financial problems faced by the coopera-
tives cannot grow and grow to the desired ex-
tent. In order for the cooperative movement to
fulfill economic and social duties. The solution
of financial problems of cooperatives is a prior-
ity issue. The aim of this study was to examine
the accounting records of the Agricultural De-
velopment Cooperatives in three provinces of
Western Mediterranean Region pf Turkey and to
conduct their financial analyses.

In the Western Mediterranean Region there
are totally 362 agricultural development coop-
eratives and 70 of these cooperatives that exam-
ined in this study. In the study the year-end de-
tailed income statements estimated budgets and
year-end balance sheets which are required for
the financial analysis of the agricultural devel-
opment cooperatives of the province of Antalya.
Burdur and Isparta were obtained from the activ-
ity reports of 2016. Ratio Analysis Method was
applied in determination of Liquidity Ratios.
Financial Structure Ratios. Activity Efficiency

Table 8 - Profitability Ratios of the Agricultural Development Cooperatives.

Province
Profitability ratios
Antalya Burdur Isparta Average
Ratio of operating profit to gross sales 0.66 0.52 1.53 0.82
Ratio of operating profit to net sales 0.02 0.00 0.01 0.01
Net profit/Equity ratio 0.20 0.00 0.12 0.09
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Ratios and Profitability Ratios of the agricultural
development cooperatives within the scope of
the study. Current average ratios in the coopera-
tives examined were slightly lower than normal
(Current Ratio: 0.98; Acid-test Ratio: 0.94; Cash
Ratio: 0.12). Current ratio and Acid-test ratio
should be 1 or more, cash ratio should not be
less than 0.20. When the acid-test ratios of the
agricultural development cooperatives in the
study were examined according to their number
of partners it was seen that the cooperatives were
in a risky position regarding the payment of cur-
rent liabilities as of 2016. Cooperatives should
keep their acid-test ratio at the level at 1 mini-
mum. In the study the financial leverage ratios of
the agricultural development cooperatives were
found as 0.94 which is quite high. A high finan-
cial leverage ratio indicates that the assets of the
enterprise are financed by equities.

The main objective of cooperative partners in
agricultural activities is to achieve profits. Coop-
eratives are acting in line with these expectations
in their activities. However the results show that
cooperatives are very difficult to make profits
and profit by maintaining very low profits. This
situation represents can encounter difficulties in
terms of co-operatives in the long term to sustain
their activities.

Findings obtained from this study and other
similar studies suggest that one of the most sig-
nificant problems of agricultural development
cooperatives is finance. Cooperatives are un-
able to produce effective and efficient services
due to financing and skilled personnel problems.
Cooperatives having limited economic power
are unable to properly fulfil physical services
related to marketing such as processing, storage
and transportation. The efforts of middlemen,
brokers and commission merchants regarding
cooperatives as their rival to preclude the capital
accumulation. Thus solidarity and development
bring along financial problems and impede the
improvement of development cooperatives.
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