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 The Project, “Techn�cal Ass�stance for Study on Development
of Collect�ve Appl�cat�on Models for Small Farmers,” has been
co-f�nanced by the general budget of the European Un�on and
the Republ�c of Turkey. 

The key stakeholder for th�s project �s the M�n�stry of
Agr�culture and Forestry (MoAF). 

 

Nat�onal Rural Network’s (NRN) themat�c stud�es conclude that small
farmers are not able to access or �nvest �n the�r hold�ngs through the
ava�lable rural development funds at the des�red level. As a result of the
stud�es on small farmers under the Nat�onal Rural Network, th�s project
was des�gned and �mplemented. 
The project’s overall object�ve �s to support �mprov�ng the IPARD
program �n Turkey. In order to accompl�sh that object�ve, f�eld
�nvest�gat�on was done �n p�lot prov�nces, and quest�onna�res were
conducted. In add�t�on to these, stakeholders, cooperat�ves, farmers
were v�s�ted. 
The s�tuat�on has been evaluated, and th�s report; wh�ch focuses on
collect�ve development models for small farmers �n jo�nt use of
mach�nery/product�on fac�l�t�es, short value cha�ns, and h�gher value
products, �s be�ng prepared to mod�fy rural development programmes.
Th�s report �ntroduces the follow�ng aspects of the project; (a) project
act�v�t�es and outputs, (b) pr�nc�ples of agr�cultural f�nanc�ng �n relat�on
to the standard agrar�an pol�cy,   (c ) presents �deal models from Europe
and Turkey, (d) d�scuss�ons about  advantages of collect�ve �nvestments
and recommendat�ons.
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Along w�th Turkey's �ntent to be �ncluded �n the European
Un�on began, development projects were �mplemented w�th
the support of the European Un�on under the EU's Instrument
for Pre-Access�on Ass�stance (IPA) to make progress �n var�ous
areas. 

 

IPARD �s the sub-component allocated to rural development
related to th�s project. The funds allocated to IPARD reaches
�ts benef�c�ar�es by the "Manag�ng Author�ty for EU Structural
Adjustment" and "Agr�culture and Rural Development
Support Inst�tut�on (ARDSI)" through the Republ�c of Turkey
M�n�stry of Agr�culture and Forestry.
The ma�n goals of IPARD are; (a) to br�ng the EU approach,
and best pract�ces �n rural development to Turkey, and (b) to
ensure that some act�v�t�es carr�ed out �n the EU are
�mplemented �n Turkey.
The Nat�onal Rural Network (UKA) project, wh�ch �ts pr�mary
purpose �s the transferr�ng of �nformat�on, exchange of
exper�ence, and cooperat�on between local rural
development actors, and wh�ch has been �mplemented �n all
European Un�on countr�es s�nce 2013, has also been
�mplemented �n Turkey s�nce 28 November 2017 under the
IPARD Fund. 

2. Overv�ew of the Project
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Cons�der�ng Turkey's rural development pr�or�t�es, e�ght
themat�c work�ng groups were establ�shed, and workshops
were held under the UKA project.

"The Themat�c Work�ng Group on Small Support" has
worked to �dent�fy agr�cultural enterpr�ses that cannot
benef�t from ex�st�ng rural development programs and to
propose a support system that �ncludes them. In order to
help small farms, wh�ch are the target group of th�s study,
to benef�t more from rural development support, �t
became necessary to conduct f�eld research, mob�l�ze
stakeholders, study the best pract�ces �n the EU, shed l�ght
on other farms by present�ng the good models appl�ed �n
Turkey and make proposals to �mprove support systems.
As a result, the project "Development of Common
Appl�cat�on Models for Small Farmers" was conce�ved.

2. Overv�ew of the Project
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The structure of the project allows th�s report to be
prepared upon sol�d bas�s. In l�ne w�th the requ�rements of
the project, the Contractor have real�sed n�ne on-the-spot
case stud�es to s�x p�lot prov�nces (Amasya, Ankara,
Balıkes�r, Bursa, Hatay, Muş), meet�ng small farmers who
are act�ve �n rural development sector and benef�c�ar�es of
rural development supports such as small farmers,
cooperat�ves, un�ons and assoc�at�ons. Moreover, three
reg�onal consultat�on meet�ngs were organ�sed, br�ng�ng
many d�fferent actors together and form�ng an
�nformat�on-shar�ng platform. Three booklets were
prepared to �ntroduce the concepts and successful models
on short supply cha�ns, farm partnersh�ps and collect�ve
appl�cat�ons to rural development supports. Study v�s�t to
Italy was organ�sed to exper�ence the good pract�ces �n
Europe and d�scuss models that may be appl�cable to
Turkey.

Ma�n output of th�s project �s a comprehens�ve report
wh�ch reflects the efforts ded�cated to complet�ng the
project act�v�t�es, outputs produced, �ntroduce useful
appl�cat�ons and make recommendat�ons to make rural
development supports more access�ble for the small
farmers. Cons�der�ng the best pract�ces of Europe,
evaluat�ng the needs of sector and actors �n Turkey,
recommendat�ons are prov�ded �n th�s report to support
the �mprovement of next IPARD program and �ts
access�b�l�ty by small-s�zed agr�cultural hold�ngs. 
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2.1. Structure of the Project
Act�v�t�es
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In add�t�on to the �mpress�ons and recommendat�ons of
the stakeholders �n the prov�nces, the v�s�ts a�m to collect
and evaluate the exper�ences of farms and cooperat�ves
that serve as examples of good pract�ce. In Ankara,
Amasya, Balıkes�r, Bursa, Hatay, and Muş, wh�ch were
selected as p�lot prov�nces, small farms' d�ff�cult�es and
needs �n apply�ng for fund�ng were d�scussed w�th actors
work�ng �n the f�eld of rural development. In add�t�on to the
stakeholder v�s�ts, surveys were conducted w�th farms or
cooperat�ves that are cons�dered examples of good
pract�ce and apply�ng for rural development funds. The
appl�cat�on process, the d�ff�cult�es they faced, and the
�nvestments made w�th the fund�ng were recorded. In
add�t�on, small-scale, subs�stence or sem�-subs�stence
farmers �n the prov�nces of Amasya, Ankara, Bursa, and
Muş were �nterv�ewed, and the problems and deterrent
reasons they often encountered when apply�ng for grants
and subs�d�es were d�scussed.

R E P O R T  O N  C O L L E C T İ V E  M O D E L S  F O R  D E V E L O P M E N T  O F  S M A L L  F A R M E R S

2.
 O

V
E

R
V

IE
W

 O
F 

TH
E

P
R

O
JE

C
T

2.1.1 Real�sat�on of on-the-spot
case stud�es
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2.1.1 Real�sat�on of on-the-spot
case stud�es

NUMBER OF DAYS SPENT ON THE FIELD

A M A S Y A

A N K A R A

B A L I K E SİR

B U R S A

5

8   

5

H A T A Y

M UŞ 3

3

5 stakeholders, 1 Association, 1 woman’s
cooperative, 1 Local Action Group, 1 successful
agricultural holding and 4 farmers were visited 

8 stakeholders, 6 Local Action Groups (LAG), 1
agricultural development cooperative and 1

successful agricultural holding and 25 farmers
were visited 

2 stakeholders and 1 successful agricultural
holding were visited 

8 stakeholders, 1 Association and 1 successful
agricultural holding and 9 farmers were visited 

2 stakeholders and 1 successful agricultural
holding were visited 

 

2 stakeholders and 1 successful agricultural
holding were visited 

3

0 2 4 6 8

AMASYA 

ANKARA 

BALIKESİR 
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MUŞ 
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NUMBER OF DAYS SPENT ON THE FIELDPROVINCES ACTORS VISITED
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The v�s�ts and �nterv�ews conducted as part
of th�s act�v�ty are to reflect the exper�ences
on the ground �n th�s report real�st�cally and
prov�de suggest�ons on the po�nts �dent�f�ed
as cr�t�cal. In other words, the �nformat�on
gathered from the �nterv�ews w�ll help to
understand and assess the problems and
present a solut�on-or�ented proposal or
model. Cr�t�cal po�nts ma�nta�ned from the
meet�ngs �n 6 p�lot prov�nces can be
summar�zed as the follow�ng: 
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2.1.1 Real�sat�on of on-the-spot
case stud�es
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Small farmers ment�oned that b�ggest problem small farmers
face �n apply�ng to rural development and IPARD supports �s
understand�ng the appl�cat�on documents and opportun�t�es or
lack�ng the educat�on and techn�cal �nformat�on to complete
the necessary documents. Another cr�t�cal problem �s lack of
owner’s cap�tal wh�ch �s necessary to allocate for t he �nvestment
projects. Fear of not succeed�ng desp�te the cap�tal spent also
prevents the target group from tak�ng r�sk and apply�ng for
bank loans. When the small farmers were asked about the
reasons about not rece�v�ng any collect�ve appl�cat�ons by small
farmers to the rural development supports, the�r �mpress�on was
that the target group had hardsh�ps �n manag�ng a bus�ness
together. A support�ng secondary fact was lack of trust. 

Successful agr�cultural hold�ngs wh�ch appl�ed and rece�ved
�nvestment supports answered some quest�ons for us dur�ng the
meet�ngs. In the l�ght of comments from the small farmers, �t was
reasonable to evaluate the owner’s cap�tal and loan status of the
successful �mplementat�ons.  

The average �nvestment amount of the successful
�mplementat�ons are close to 1 m�ll�on TL and bank loans are very
l�m�ted. Cons�der�ng the loan amounts rece�ved from the bank, �t
can be concluded that these enterpr�ses had owner’s cap�tal to
real�se the �nvestment. Th�s may be a support�ng argument that
agr�cultural hold�ngs who have cap�tal have h�gher �ntent�on to
apply for rural development supports and �nvest �n the�r bus�ness.  
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2.1.1 Real�sat�on of on-the-spot
case stud�es
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What was the tota l
amount  of  your

�nvestment
project?  

(Project  amount)  

How much was the
publ �c  contr �but �on
you rece�ved (TL)  

(Publ �c
Contr �but �on)  

 

How much of  the
tota l  amount  was
prov�ded by you? 

(Equ�ty  cap�ta l )  
 

How much was the
bank loan you got?

(TL)  
(Bank debt)  

 

₺4 5 0 , 0 0 0   

₺1 , 2 0 0 , 0 0 0     

₺2 3 5 , 0 0 0   

₺1 , 5 0 0 , 0 0 0   

₺1 , 3 5 0 , 0 0 0   

₺1 0 0 , 0 0 0   

₺1 , 0 0 0 , 0 0 0   

₺1 , 2 0 0 , 0 0 0   

₺8 7 9 , 3 7 5   

₺45,000  

₺0  

₺0  

₺0  

₺748,000  

₺975,000  

₺540,000  

₺4,000  

₺289,000  

₺45,000  

₺0  

₺45,000  

₺0  

₺301,000  

₺0  

₺0  

₺0  

₺48,875  

₺360,000  

₺0  

₺55,000  

₺235,000  

₺301,000  

₺525,000  

₺660,000  

₺996,000  

₺391,500  

Furthermore, the Contractor appl�es farmer surveys to understand
the general v�ew of farmers and what obstacles they face �n
appl�cat�ons of rural development supports. The Benef�c�ary’s
expectat�on was to rece�ve 30 surveys from Amasya, 40 surveys
from Ankara and Bursa each. The Contractor contacted and
followed up w�th the small farmers �n those prov�nces and rece�ved
a total of 546 surveys from farmers. Ankara prov�nce prov�ded 109,
Bursa prov�ded 148, Amasya prov�ded 265 and Muş prov�ded 26
completed surveys. The results below are evaluat�ons of the 546
surveys �n total and do not reflect all of Turkey. 
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2.1.1 Real�sat�on of on-the-spot
case stud�es
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NO
60%

YES
40%

HAVE YOU APPLIED FOR AGRICULTURAL
SUPPORT TO ESTABLISH AND MODERNIZE AN

AGRICULTURAL ENTERPRISE OR DEVELOP
CAPACITY BY SANCTIONING MACHINERY AND

EQUIPMENT?

COMMENT
The project “Develop�ng common models
for Small Farmers” was born based on the
argument that small-scale agr�cultural
enterpr�ses appl�ed to rural development
support, espec�ally IPARD, �n a small
number as a start�ng po�nt. The survey
shows that 60% of the respondents d�d
not seek the help of any �nst�tut�on to
�nvest �n the�r bus�ness.

0-250000
69%

250001-500000
18%

500001-1000000
8%

1000000+
5%

ANNUAL AVERAGE TURNOVER (TL)

COMMENT
S�nce turnover �ncludes farm
expenses, the amount the farmer
rece�ves to l�ve on can only be
observed when these expenses are
�ncurred. Cons�der�ng the account�ng
hab�ts of small farmers, the survey
asked for the amount of turnover and
not the annual prof�t. 
It was found that 69% of the 546
farms that part�c�pated �n the survey
had an annual turnover of less than
250,000TL. 
So, �t can be sa�d that the study reached the small farmers, the project's
target group. At the same t�me, th�s stat�st�c shows that "�nsuff�c�ent equ�ty,"
one of the s�gn�f�cant reasons for not apply�ng for grants, can be a common
challenge �n d�scuss�ons w�th stakeholders, cooperat�ves, and enterpr�ses
under Act�v�ty 1. 
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2.1.1 Real�sat�on of on-the-spot
case stud�es
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COMMENT

The fact that 77% of the part�c�pants
have used loans �n the last three years
can be cons�dered as a lack of
l�vel�hood or equ�ty cap�tal. On the
r�ght, stat�st�cs are presented �n wh�ch
�t �s observed that the benef�c�ar�es of
the IPARD grant are v�tal �n terms of
equ�ty. 63% of the part�c�pants stated
that those who benef�ted from the
IPARD grant had the�r cap�tal, and 21%
�nd�cated that they rece�ved fam�ly
support. Accord�ngly, a total of 84% of
the part�c�pants emphas�zed that,
unl�ke themselves, the appl�cants had
access to the necessary cap�tal for
�nvestments. 

These graphs support the argument
that small-scale enterpr�ses w�th h�gh
debt rat�os and low equ�ty cap�tal
apply to rural development supports
�n small numbers. 

They had owner's equity
63%

They have familiy support
21%

They had technical information to follow the
application and payment processes

12%

They recieved more help from institutions
such as manufacturers association,
chamber of agriculture, cooperatives

4%

Between 0 and 3
77%

Between 4 and 6
15%

7 and above
8%

WHEN WAS THE LAST TIME YOU TOOK OUT A BANK LOAN?

BANK LOAN (YEAR)

WHAT FACTORS CONTRIBUTE TO THOSE WHO APPLY TO IPARD AND
RECEIVE A GRANT COMPLETING THE PROJECT PROCESS?

Facilitating the recieving of a bank loans
when the project accepted

44%
Facilitating application and grant

prosedures
40%

Grant contact should be made in foreign
currency

11%

Implementation of the Ministry approved
consultant system

5%

WHAT ARE YOUR SUGGESTIONS TO MAKE IT EASIER
TO APPLY FOR THE IPARD PROGRAM? 

COMMENT
Ask�ng the stakeholders, "Wh�ch of the follow�ng
reasons do you th�nk expla�ns the low
part�c�pat�on of small farmers �n rural
development supports or IPARD supports?" The
answers g�ven to the quest�on are graphed
under the head�ng 5.1. The most �mportant
reason was "lack of bas�c educat�on and/or
techn�cal knowledge to understand the
opportun�t�es and appl�cat�on patterns." Other
v�tal reasons came to the fore as "equ�ty
constra�nt" and "not want�ng to take r�sks due to
fear of fa�lure." 

 S�m�larly, th�s chart po�nts out that small-scale enterpr�ses' appl�cat�ons to rural development support can be �ncreased �f
cred�t �s fac�l�tated. The suggest�on of "fac�l�tat�ng the procedure," wh�ch �s reflected �n the results at a rate of 40%,
supports the "fear of fa�lure" and "not understand�ng the templates." 
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2.1.1 Real�sat�on of on-the-spot
case stud�es

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
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YES
75%

NO
25%

DO YOU KNOW THAT THE IPARD PROGRAM
GRANTS RURAL DEVELOPMENT INVESTMENTS? 

Personal relationships

Media

MoAF personnel

Training provided by the institution

Agricultural agent

Other

67

18

5

4

2

4

IF YOU KNOW THAT THE IPARD PROGRAM PROVIDES GRANTS, HOW DID YOU
FIND OUT ABOUT IT? 

COMMENT
The above charts clar�fy that the project's target group does not know enough about IPARD and �ts
measures. When part�c�pants were asked through wh�ch channel they found out about IPARD, 67 % sa�d
�t was through personal relat�ons. The fact that 29 % of part�c�pants are �nformed through �nst�tut�ons,
med�a, or adv�sors may suggest that �t could be benef�c�al for �nst�tut�ons to develop new strateg�es to
�ncrease commun�cat�on w�th farmers and make arrangements to pr�or�t�ze f�eld v�s�ts and access�b�l�ty
�n the�r da�ly operat�ons. 

NO
62%

YES
38%

WOULD YOU CONSIDER PARTNERING WITH OTHER PEOPLE ON
YOUR LAND OR MACHINERY TO REDUCE THE INVESTMENT

BURDEN? 

COMMENT
 The above d�agrams assess the "shar�ng and/or
farm" �ssues the project addresses. 62% of the
part�c�pants sa�d they d�d not prefer shar�ng the
land or farm mach�nery. 
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2.1.1 Real�sat�on of on-the-spot
case stud�es
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I know other farmers are getting good results

I find some agricultural machinery too expensive

I think that the cost of the production and time will decrease with the joint use of machines

3

69

28

IF YOUR ANSWER IS “YES”, WHAT IS THE MAIN REASON? 

COMMENT
65% of those who were negat�ve about shar�ng emphas�zed a lack of trust. The second
s�gn�f�cant reason �s that �t �s d�ff�cult to manage the jo�nt �nvestment.
Th�s f�nd�ng �s also cons�stent w�th the responses from the small farmers �nterv�ews. The small
farmer �nterv�ews asked, "What factors do you th�nk to d�scourage small farmers from
apply�ng jo�ntly for rural development or IPARD fund�ng?" Th�s quest�on �s explored under
head�ng 5.1, and from the responses, �t appears that the two s�gn�f�cant reasons are "lack of
conf�dence" and "d�ff�culty �n manag�ng jo�nt �nvestments." It �s found that only 38% of
entrepreneurs have a pos�t�ve att�tude towards collect�ve work to reduce �nvestment or
product�on costs. Desp�te the low returns and lack of equ�ty h�ghl�ghted �n the prev�ous
charts, jo�nt management pract�ces have not taken hold due to the elements of trust and
cooperat�on

  

I'm not sure that my legal rights will be guaranteed

I don't trust enough to do business jointly

I think it would be very difficult to manage investment jointly or to act as a team would mean losing the freedom of choicebe

9

65

26

IF YOUR ANSWER IS “NO”, WHAT IS THE MAIN REASON? 
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The project cons�dered the real�zat�on of three consultat�on
meet�ngs to br�ng sector actors together. 
The Contractor structured the meet�ngs so that the
essent�al stakeholders came to speak to �ntroduce the�r
support programs and part�c�pate �n the d�scuss�ons w�th
farmers when asked quest�ons. 
These meet�ngs ra�sed awareness among potent�al
benef�c�ar�es of subs�d�es and prov�ded farmers w�th
answers and contacts from whom they could rece�ve
gu�dance. 
Successful �mplementat�ons wh�ch appl�ed and rece�ved
support from IPARD or other funds made presentat�ons to
create synergy and show what can be accompl�shed.
Important EU examples were �ntroduced; farmers,
cooperat�ves, assoc�at�ons took the word and expla�ned
the�r efforts, targets, and the problems they have faced. 
Mutual d�scuss�ons were fac�l�tated, stakeholders were
once aga�n made aware of the local potent�al and
mot�vated to act together to support small-scale farmers �n
the�r reg�ons. 

2.1.2 Reg�onal consultat�on
meet�ngs

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
tarafından finanse edilmektedir.
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Amasya meet�ng took place on 27.04.2021 and
28.04.2021 w�th the part�c�pat�on of 116 people,
Bursa meet�ng took place on 29.04.2021 and 30.04.2021
w�th the part�c�pat�on of 88 people,
Ankara meet�ng took place on 03.05.2021 and
04.05.2021 w�th the part�c�pat�on of 164 people. 

Three onl�ne reg�onal consultat�on meet�ngs have been
organ�zed �n Amasya, Ankara, and Bursa. 

2.1.2 Reg�onal Consultat�on
Meet�ngs

ANKARA BURSA AMASYA

200 

150 

100 

50 

0 

Each meet�ng exceeded the �n�t�al expectat�on of 45
part�c�pants �n the Terms of Reference, was recorded and
ed�ted, and three web news were prepared to d�ssem�nate
the act�v�t�es. 

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
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Act�v�ty 3 a�ms to study, observe and d�scuss European
Un�on pract�ces related to smallholder farmers and
short supply cha�ns. In th�s context, v�s�ts were made
w�th a team of s�x from the EU Structural Adjustment
Agency to pol�cymakers and �mplement�ng agenc�es �n
Italy and cooperat�ves that are examples of good
pract�ce. Procedures, exper�ences, and appl�cat�on
systems were exchanged, and suggest�ons were taken
on board. The �nst�tut�ons where the meet�ng took
place and the�r most cr�t�cal comments are l�sted
below.

2.1.3 Study V�s�t to Italy

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
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2.1.3 Study V�s�t to Italy

Colt�vator� D�rett�
·Colt�vator� D�rett�; �s an assoc�at�on of "small farmers." Alberto
Clementell�, who for 30 years has had the task of support�ng small
farmers, adv�s�ng farmers, cooperat�ves, and assoc�at�ons, and
controll�ng the act�v�t�es of other agr�cultural adv�sors, was
�nterv�ewed. Mr. Clementell� expla�ned that agr�cultural extens�on
workers who support smallholder farmers are accred�ted. The
accred�ted names are recorded �n an onl�ne system. Therefore, all
the�r act�v�t�es can be tracked from here. He added that extens�on
workers w�th a certa�n level of exper�ence are appo�nted as
superv�sors who mon�tor the act�v�t�es of the agr�cultural
extens�on workers ass�gned to h�m through the system. He
expla�ned that �n Italy, l�censed agr�cultural adv�sors are reg�stered
w�th a bar assoc�at�on. There �s a system of sanct�ons rang�ng
from compensat�on or d�sbarment to d�sbarment �f they work
�nappropr�ately or uneth�cally. In add�t�on to the extens�on system,
�t was ment�oned that there are agr�cultural support centers w�th
comprehens�ve agr�cultural data. In these centers, deta�led
product �nformat�on of farmers �s accessed through the
agr�cultural �nformat�on system. New data �s entered when an
update �s needed, and thanks to the updated �nformat�on �n the
system, subs�d�es can be granted �n a s�mpl�f�ed procedure.

AMPP
·AMPP �s a vegetable producers' cooperat�ve establ�shed w�th EU
fund�ng. It �s a cooperat�ve of small farmers focused only on
potato product�on. By supply�ng the�r products to Covalpa, they
complete the product�on phase of the supply cha�n.

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
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2.1.3 Study V�s�t to Italy

AGEA
AGEA; The Nat�onal Payments Agency, wh�ch makes support
payments to agr�cultural enterpr�ses. The agency's d�rector of
relat�ons w�th Brussels (EU), Salvatore Carf�, was �nterv�ewed.
Under the Small Farmers' Scheme, wh�ch the European Un�on
�ntroduced �n May 2017 to prov�de more support to small farmers,
a small farm rece�ved an allocat�on of at least €500 and a
max�mum of €1250 per year. He ment�oned that he wanted to
reduce the operat�onal and procedural burdens on farmers. He
expla�ned that the two s�gn�f�cant th�ngs that can be �ncluded �n
the leg�slat�on of the Republ�c of Turkey �n order to support small
farmers are to make the def�n�t�on of a small farmer. Furthermore,
a bus�ness partnersh�p/consort�um structure can be establ�shed
w�th a s�mple contract w�th two or three persons to apply for
support.

Coopdom SRL
·Coopdom SRL; �s a d�str�butor of organ�c vegetables and �s a good
example of exper�enc�ng the short supply cha�n of small farmers.
By supply�ng 90% of the products w�th the 0 (zero) km supply
cha�n method, �t del�vers the organ�c products grown �n the
reg�on to �nst�tut�ons such as hosp�tals, schools, and markets �n a
fresh way. In add�t�on, they somet�mes sell and market these
products to supermarkets. Furthermore, they rout�nely control
the�r producers themselves, ra�se awareness about agr�cultural
technolog�es and cl�mate, d�rect product�on accord�ng to the
products needed by the market, and set product sales pr�ces
s�nce they can supply h�gh amounts of products.

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
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2.1.3 Study V�s�t to Italy

B�oroma
B�oroma; It �s a consort�um of small farmers close to Rome. It �s a
member and product prov�der of Coopdom. It produces follow�ng
the cr�ter�a st�pulated by the organ�c cert�f�cate and nat�onal
leg�slat�on. They stated that they work eff�c�ently because they
focus on product�on w�thout gett�ng t�red of product�on plann�ng,
sales, pr�ce barga�n�ng, log�st�cs. S�nce a farmers' cooperat�ve also
handles sales and log�st�cs �n the supply cha�n, the smallholders
add value and earn money overall.

COVALPA
COVALPA �s a farmer's cooperat�ve that produces both vegetables
and fru�ts and buys organ�c fru�ts and vegetables from other
producer assoc�at�ons through a short supply cha�n and del�vers
them to the market. It �s the p�oneer of short supply and value-
added vegetable cha�ns �n Italy. One of the cr�t�cal po�nts stated
by the cooperat�ves �s that they have experts called "agr�cultural
sc�ent�sts" to ensure the qual�ty system and value-added
product�on, and they prov�de cont�nuous support to the farmers.
Another �s the ach�evement of success through the un�on of
farmers, where compet�t�on �s made through product
transformat�on and d�vers�ty. It has been emphas�zed that the
Ital�an State has undertaken 75% of the soc�al �nsurance amount
pa�d to the producer members to encourage cooperat�ves.

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
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2.1.3 Study V�s�t to Italy

MIPAAF
MIPAAF; th�s �s the Ital�an M�n�stry of Food, Agr�culture and
Forestry Pol�cy. It was h�ghl�ghted that adm�n�strat�ve procedures
have been s�mpl�f�ed, controls reduced, and they have not been
subjected to graz�ng and product d�vers�ty rules so that small
farmers can benef�t more from rural development support.

CREA
CREA; It �s the Nat�onal Agr�cultural Research Inst�tute, a publ�c
research �nst�tut�on operat�ng under the M�n�stry of Agr�culture �n
Italy. It manages the Nat�onal Rural Network, Integrated
Adm�n�strat�on and Control System (IACS), and Farm Account�ng
Data Network (ÇMVA). In add�t�on, there are exper�mental farms
establ�shed by CREA on an area of   5300 hectares. It tr�es to make
agr�culture more eff�c�ent and w�th technolog�cal tools, espec�ally
for small farmers, by research�ng areas such as �ncreas�ng
b�od�vers�ty, conduct�ng geograph�cal and techn�cal tests, an�mal
health and welfare, buffalo breed�ng.

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
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2.1.3 Study V�s�t to Italy

GAL Castell� Roman� e Mont�

Prenest�n�

GAL Castell� Roman� e Mont� Prenest�n� �s the closest Local Act�on
Group to Rome. L�ke the LAGs establ�shed under IPARD �n Turkey,
�t �s an organ�zat�on that sets local strateg�es �n l�ne w�th the
m�crocl�mate, culture, competence, and env�ronmental values of
the reg�on and mob�l�zes stakeholders and farmers. From �ts
establ�shment unt�l today, �t has a�med to �mprove the qual�ty of
products �n �ts reg�on, create tour�st maps for cultural, nature, and
gastronom�c tours, create rural tour�sm reg�ons through
cooperat�on w�th other LAGs, and establ�sh farmers' markets
along the tour�st route so that small farmers can sell the�r
products and local food d�rectly to customers. As a result,
s�gn�f�cant successes have been ach�eved.

SIN
SIN; It �s the company that prov�des serv�ces to AGEA for CAP
(Common Agr�cultural Pol�cy) controls w�th�n the scope of IACS
(Integrated Management and Control System). It �s stated that an
easy appl�cat�on �s prov�ded w�th the data of the nat�onal
reg�strat�on system, wh�ch conta�ns deta�led �nformat�on for each
agr�cultural enterpr�se.
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The project produced three booklets that expla�n the
concepts, �ntroduce successful models from the EU and
Turkey, and prov�de recommendat�ons. Booklets are
focused on; g�v�ng �nformat�on on the project results, on-
farm partnersh�p, mult�-appl�cant appl�cat�ons, and short
supply cha�n models. It �s �ntended that these booklets can
gu�de the agr�cultural hold�ngs of small and med�um-s�zed
cooperat�ves, un�ons, assoc�at�ons �n understand�ng the
concepts, poss�b�l�t�es, and advantages of collaborat�on,
ways to manage bus�ness processes collect�vely. The
booklets may also be helpful for the stakeholders �n the
rural development sector as they can cons�der these
concepts �n the�r local development strateg�es, �ntroduce a
broader range of supports for farmers and cooperat�ves,
�nclud�ng the poss�b�l�ty of collaborat�on and
establ�shment of short supply cha�ns. Explanat�ons �n the
booklets were supported w�th v�suals for ease of
understand�ng of target groups. In add�t�on, for the
attent�on of all stakeholders, emphas�s was made on the
cr�t�cal �mportance of stakeholders act�ng together to
gu�de and support the farmers �n the�r endeavors. A total of
3000 booklets were prepared and subm�tted to the
Benef�c�ary to be d�str�buted.

2.1.4 Booklets and Result Shar�ng
Meet�ng  
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It seems to be eas�er for large-scale agr�cultural hold�ngs to
apply for supports and grants as the�r volume of
�nvestment and f�nanc�al wellbe�ng allows them to handle
the preparat�ons, consultat�on costs and �n�t�al f�nanc�ng.
However, l�ke the Nat�onal Rural Network themat�c stud�es
po�nted out, �mprovements can be done to make support
more access�ble for small-scale agr�cultural hold�ngs �n
order to nour�sh and keep them operat�ng �n the sector. 
The project �ntends to gather �nformat�on w�th hands-on
approach through v�s�ts to the p�lot prov�nces and
meet�ngs w�th var�ous rural development actors to ga�n a
360-degree understand�ng of the problems faced by small-
scale agr�cultural hold�ngs when apply�ng for rural
development fund�ng.
Th�s report �s the ma�n output of the project. It a�ms to
reflect all efforts to �mplement the project act�v�t�es, po�nt
out ex�st�ng problems, and present �deal pract�ces.
Th�s report w�ll br�efly �ntroduce the project act�v�t�es and
outputs, prov�de a few examples of eff�c�ent models �n the
EU and Turkey, and make recommendat�ons to �mprove
the �nclus�on of small farmers �n the rural development
support system �n Turkey.

3. Purpose of the Report
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Agr�culture �s the pract�ce of all act�v�t�es assoc�ated w�th
the cult�vat�on of the so�l and the rear�ng of an�mals to
produce plant and an�mal products. The term "Ç�ftç�,"
translated as "Farmer”; comes from the Ottoman
agr�cultural regulat�on. It or�g�nated �n the early stages
of the Ottoman emp�re through the support of settled
fam�l�es who farmed the land w�th a pa�r of oxen. Thus,
the Farmer was a person or fam�ly who rece�ved a
couple of oxen to cult�vate the land.

4.The concept of “farmer” and
access to rural development
support �n Turkey

 
 

Over t�me, the def�n�t�on of farmer has expanded to �nclude
fam�l�es/�nd�v�duals engaged �n agr�cultural product�on
apart from the land and �n dependence on nature. 

The def�n�t�on of a farmer �s �ncluded �n our leg�slat�on as a
pr�mary term �n the Agr�culture Act No. 5488; 
"Farmer": Refers to natural and legal persons who are
�nvolved �n agr�cultural product�on permanently or at least
dur�ng a product�on or cult�vat�on per�od as owner, tenant,
co-owner, or shareholder.

The same law def�nes agr�cultural act�v�ty as "all types of
product�on, cult�vat�on, process�ng and market�ng
act�v�t�es carr�ed out us�ng natural resources �n conjunct�on
w�th appropr�ate �nputs."
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4.The concept of “farmer” and
access to rural development
support �n Turkey

 
 

The Agr�culture Act also def�nes the term "agr�cultural
enterpr�se": "Use of factors of product�on; def�ned as an
enterpr�se engaged �n an agr�cultural act�v�ty for the
product�on of crop and/or l�vestock and/or aquat�c
products, or engaged �n process�ng, storage, preservat�on,
and market�ng act�v�t�es �n add�t�on to th�s agr�cultural
act�v�ty.

Turkey's tax leg�slat�on def�nes "agr�cultural act�v�ty" rather
than def�n�ng the ‘’farmer’’ d�rectly. Th�s def�n�t�on �s set out
�n Art�cle 52 of the Income Tax Act as follows; 

"Agr�cultural act�v�ty �s; harvest�ng, hunt�ng, preserv�ng,
transport�ng or sell�ng of plants, forests, an�mals, f�sh and
the�r products by plant�ng, tend�ng, produc�ng, cult�vat�ng
and �mprov�ng on land, �n seas, lakes, and r�vers or by d�rect
use of nature, and other uses of these products by the
hunters and producers.''

Thus, the def�n�t�on accepts those engaged �n these
operat�ons as farmers.
In l�ght of the statements �n both laws, �t �s safe to po�nt out
that the def�n�t�on descr�bes the act�v�ty �nstead of
descr�b�ng the term “farmer”.
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4.1 Who �s Small Farmer?
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The target group addressed by the project �s referred to as
"fam�ly bus�nesses." However, �n a narrower sense, there �s no
legal or off�c�al def�n�t�on of agr�cultural act�v�ty of "small
farmer." Only �n the "Income Tax Act" are def�n�t�ons made
accord�ng to the type and scope of agr�cultural act�v�ty and the
amount of �ncome generated from �t. 

The def�n�t�on of small farmers var�es across countr�es
depend�ng on agr�cultural capac�ty, land d�str�but�on,
product�on technology, support pol�c�es, and agr�cultural
act�v�ty strategy. A general def�n�t�on of the term "small farmer"
�s not to be found �n our leg�slat�on. 

S�nce farm�ng �s pr�mar�ly a labour-�ntens�ve and rural act�v�ty,
�t �s pract�ced as a "fam�ly bus�ness." For th�s reason, the
def�n�t�on of a small farmer cons�ders the fam�ly farm's
capac�ty. Due to th�s, there �s no def�n�t�on of a small farmer �n
the Agr�culture Act No. 5488.

In add�t�on to that, the def�n�t�on of agr�cultural act�v�ty
exempts from tax, rather than small-scale farm�ng, was
establ�shed. 
 
Turk�sh tax leg�slat�on (GVK Art�cle 53) states that the fam�ly
farm �s taken �nto account �n determ�n�ng small farm�ng, and
th�s leg�slat�on says that "�n apply�ng th�s prov�s�on, the farms of
the spouse and the custod�al ch�ldren l�v�ng w�th the head of
the fam�ly (householder) are taken �nto account jo�ntly."
For that reason, the fam�ly farm �s taken �nto account when
def�n�ng the pol�cy and strategy for agr�cultural act�v�t�es.
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Small-scale farm�ng, wh�ch �s the ma�n subject of our project,
refers to "fam�ly farm�ng." Fam�ly farm�ng can also be called
"human-scale agr�culture." It �s the most fundamental component
of food systems around the world. The Food and Agr�culture
Organ�sat�on (FAO) f�gures for 2019 show that fam�ly farms st�ll
feed the world. The fact that �nd�v�duals and fam�l�es own more
than 90% of the world's farms, fam�ly farms manage 70% to 80% of
the total agr�cultural land and produce about 80% of the world's
food shows the �mportance of smallholder farmers, who are the
most fundamental component of food systems.

Accord�ng to the FAO, fam�ly farm�ng promotes soc�al just�ce, nurtures
cultural �dent�t�es, and econom�cally strengthens rural areas. Because of
th�s strateg�c �mportance, the Un�ted Nat�ons has declared 2019-2028 the
"Decade of Fam�ly Farm�ng."

‘’Who W�ll Feed Us?" publ�shed by ETC Group �n 2017. Accord�ng to the
report "Farmers Food Network and Industr�al Food Cha�n," producers
serv�ng the �ndustr�al food system use more than 75% of the world's
agr�cultural land, 80% of agr�cultural water, and 90% of foss�l fuels
wh�le prov�d�ng food for less than 30% of the world's populat�on. 

On the other hand, small-scale fam�ly farms use less than 25% of
agr�cultural resources to prov�de food for more than 70% of the
world's populat�on. Today, as we reach the ecolog�cal l�m�ts of our
planet, fam�ly farm�ng, local food networks, and local
commun�t�es have rega�ned �mportance
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 Small-scale farm�ng, when supported by d�rect sales channels,
enables the development of an agroecolog�cal food system.
Agroecology encompasses a set of pr�nc�ples and pract�ces
that a�m to balance the processes of food product�on, supply,
and consumpt�on �n a way that �s ecolog�cally sens�t�ve,
econom�cally v�able, and soc�ally just.

The report "Agroecology and the R�ght to Food," prepared by
UN Spec�al Rapporteur Ol�v�er De Schutter �n 2011 based on
sc�ent�f�c data, found that agr�cultural product�v�ty �ncreased by
an average of 80% w�th agroecolog�cal projects �mplemented
�n 57 develop�ng countr�es and that agroecolog�cal methods
can produce food w�th�n ten years �f supported. In add�t�on, �t
has been shown to double �n-country volumes, slow cl�mate
change, and reduce rural poverty.
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For th�s reason, �t �s cruc�al to promote the
knowledge and exper�ence of small
farmers �n the f�eld of agroecology to
contr�bute to rural development by
�ncreas�ng the �ncome of small farmers
and protect�ng the env�ronment.

Accord�ng to the "Ten Years of Agroecology �n Europe" scenar�o
presented �n 2014 by the research organ�zat�on IDDRI
(https://www.�ddr�.org), a Europe that adopts agroecolog�cal
pract�ces �n 2050 can susta�nably feed 530 m�ll�on Europeans. It
can reduce �ts ecolog�cal footpr�nt, cut agr�cultural greenhouse
gas em�ss�ons by 40%, and contr�bute to restor�ng b�od�vers�ty and
conserv�ng natural resources. 
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If we look at the bas�c data on small-scale agr�culture �n
Turkey: Accord�ng to 2014 TUIK data, the average s�ze of
farms �n Turkey �s 6.8 hectares. The average land act�vely
engaged �n agr�cultural product�on �s about 9.1 hectares
(Cred�t Bureau, 2019). Accord�ng to the 2019 Farmer
Reg�strat�on System data, the total number of farms �s
2,350,000. The number of farms smaller than 20 hectares �s
850,000. Assum�ng that these farms cons�st of 5 people on
average, �t can be assumed that a total of 4,250,000 people
�n Turkey l�ve or contr�bute to the�r l�vel�hood on land
smaller than 20 decares. 4,250,000 �s a s�gn�f�cant f�gure for
the agr�cultural sector. It can be deduced from th�s that
fam�ly farm�ng �s st�ll a s�gn�f�cant component of the food
system �n Turkey. Desp�te all d�ff�cult�es, the populat�on
that ma�nta�ns th�s mode of product�on �s cruc�al for the
�ndependence of agr�culture and food systems �n Turkey at
all levels. Support�ng fam�ly farmers �n Turkey and
strengthen�ng short supply networks and local markets
w�ll meet the rel�able food needs of the urban populat�on
and enable the rural populat�on to become soc�ally,
econom�cally, and culturally stronger.
Th�s product�on model, wh�ch can evolve w�th �nnovat�ve
agroecolog�cal pract�ces by creat�ng product�on systems
res�l�ent to chang�ng external cond�t�ons, w�ll ensure food
secur�ty �n d�saster s�tuat�ons such as pandem�cs and
cl�mate cr�ses or the face of potent�al econom�c and soc�al
cr�ses.
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The Agr�culture Act came �nto operat�on �n 2006 and a�med to
guarantee the coord�nat�on of pol�c�es �mplemented �n prev�ous
per�ods and measures to be �mplemented. The act�v�ty of
support�ng and spread�ng the organ�zat�on �n agr�culture was
already present before th�s date. Law No. 5449 on the
establ�shments of development agenc�es was also enacted �n
2006, �.e., before the Agr�culture Law. Although the pr�mary
purpose of the agenc�es �s to organ�ze agr�cultural development
at the local level, the �mplementat�on and coord�nat�on of the
reg�onal programs �mplemented �n the reg�ons w�th�n the
framework of the f�nanc�al cooperat�on between Turkey and the
European Un�on have been transferred to these agenc�es by the
prov�s�onal Art�cle 3 of Law No. 5449.

The Agr�culture Act has g�ven the M�n�stry s�gn�f�cant and w�de-
rang�ng powers �n general agr�cultural act�v�t�es and
agr�cultural promot�on. These �nclude farmer tra�n�ng,
publ�sh�ng, local serv�ce pract�ces, support payments, and the
superv�s�on and promot�on of organ�zat�onal agr�culture.
Nowadays, through Rural Development Investment Support
Programme of the M�n�stry of Agr�culture and Forestry,  and
the IPARD programme of Agr�culture and Rural Development
Support Inst�tut�on (ARDSI), the Republ�c of Turkey supports
farmers �n sett�ng up the�r farms, modern�z�ng them, and
�mprov�ng the�r capac�t�es. In add�t�on, the Development
Agenc�es also prov�de support to non-prof�t �nst�tut�ons and
organ�zat�ons �n a s�m�lar way.
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The agr�cultural sector was the pr�mary element of tax even
before the Republ�c 
Before the Republ�c and �n the early days of the Republ�c, when
there was no �ndustr�al sector, and �t was assoc�ated w�th
agr�cultural product�on, taxat�on �n agr�culture was done
d�rectly through the producer and the �ntermed�ary/d�str�butor.

01
The appl�cat�on of the t�the (one-tenth), wh�ch was val�d for
the taxat�on of agr�culture �n the pre-republ�can per�od,
was removed ent�rely w�th the new order because of �ts
�njust�ce and fa�lure. 

02
The fact that the last per�od Ottoman economy was
pr�mar�ly based on agr�culture led to test�ng var�ous
agr�culture taxat�on methods. Taxes ar�s�ng from
agr�cultural act�v�t�es were also used as collateral to
f�nance fore�gn borrow�ngs.
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03
-Dur�ng th�s per�od, tax farm�ng came to the fore. In
taxat�on, the "tax farm�ng method" has been a method �n
wh�ch the producer d�rectly pays the tax of some of the
goods he produces "�n-k�nd" (�.e., as a product). In the
Ottoman Emp�re, the tax farm�ng method �s the state's
transferr�ng the "collect�on author�ty" to a person or
company (taxpayer) w�th a tender for a per�od of 1-3 years, �n
return for a spec�f�c pr�ce, and rece�v�ng a fee from the tax
collector �n advance.
The tax collector, who won the tender, would go to the
reg�on respons�ble for collect�ng taxes w�th the people he
h�red.

04
-   The f�rst tax law �n the found�ng of the Republ�c was
enacted as "agnam tax" (tax on an�mal property). The word
'ağnam,' wh�ch �s an Arab�c or�g�n word, means sheep. Taxes
are taken from small cattle such as sheep and goats �n the
Ottoman Emp�re. Th�s tax, wh�ch pr�mar�ly affected Nomads
deal�ng w�th sheep and goat breed�ng �n the Ottoman per�od,
was taken every spr�ng. In calculat�ng the net tax collected
accord�ng to the number of newborn lambs and k�ds,
newborn an�mals were counted as one w�th the�r offspr�ng.
In 1920, �t was approved by the Turk�sh Grand Nat�onal
Assembly by vot�ng aga�n. Thus, �t was the f�rst law passed by
the Turk�sh Grand Nat�onal Assembly.
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05
In the Republ�can era, due to the need for agr�cultural
product�on, the need for support �n agr�culture preceded
taxat�on efforts.It was �mportant to support agr�culture
f�nanc�ally (through cred�t), and a market�ng system was
tr�ed to establ�sh the products produced.

06
Wh�le the 2nd world war was go�ng on �n the world,
although Turkey d�d not enter the war, there was a
s�gn�f�cant decrease �n agr�cultural product�on due to the
concentrat�on of conscr�pt�on, and most of the crops were
used as m�l�tary stocks

07
In the 1940s, land d�str�but�on pol�c�es came to the forefront
w�th the �dea of   prevent�ng m�grat�on to the c�t�es,
abol�sh�ng the landlord order, and mak�ng agr�culture �n the
broader area, but th�s pol�cy could not be product�ve due to
the res�stance �n the soc�ety.

08
Between 1950 and 1955, although the understand�ng of
mechan�zat�on and cap�tal�zat�on �n agr�culture came to
the fore w�th the �nfluence of fore�gn supports, �t could not
be successful due to pol�t�cal developments.
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09
As a method of taxat�on �n agr�culture, the "Tahr�r" (reg�ster)
method was �n�t�ally used, and attempts were made to tax
by record�ng product�on. The Tahr�r method was also used
for land taxat�on. However, when a pos�t�ve result could not
be obta�ned due to the prevalence of agr�cultural act�v�ty
and the large number and unorgan�zed nature of producers
�n the sector, the "est�mat�on method" was also appl�ed. In
th�s method, product�on was not recorded, but expert
comm�ss�ons est�mated the poss�ble product�on volume.

10
Accord�ng to the procedural law appl�ed today, taxat�on has
turned �nto a "declarat�on" system. In th�s system, the farmer
prov�des �nput to tax by declar�ng the product�on amount
and value h�mself.

11
S�nce taxat�on �n agr�culture �s a sens�t�ve �ssue, not all
agr�cultural act�v�t�es were covered by the tax. For th�s
reason, the "small farmer exempt�on" appl�cat�on was
�ntroduced �n Income Tax Law No. 193. Th�s system,
�mplemented unt�l 1999, exempted farmers whose
agr�cultural act�v�ty s�ze and agr�cultural �ncome were
below a spec�f�c l�m�t from tax.
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12
The small farmer exempt�on concept def�ned �n Art�cles 10
to 14 of the Income Tax Law was abol�shed as of July 1998,
and all agr�cultural earn�ngs of small farmers w�thout
d�scr�m�nat�on were taxed w�th w�thhold�ng accord�ng to
Art�cle 94 of the Law.

13
Small farmer exempt�on
Taxat�on on the lump sum expense method
Taxat�on �n the natural method (�n the agr�cultural
enterpr�se account or opt�onally �n the balance sheet
method)

Before 1998, there was a tr�ple separat�on �n the taxat�on of
agr�cultural earn�ngs;

In th�s taxat�on methodology, there was an exempt�on for
farmers who fell below the l�m�ts determ�ned �n the Law,
wh�le those who exceeded the s�ze of the enterpr�se or
exceeded a certa�n amount of revenue were taxed �n the
actual method (based on the enterpr�se account or balance
sheet method). 

(Even �f the �nst�tut�ons l�ke cap�tal compan�es are engaged
�n agr�cultural act�v�t�es, the�r earn�ngs are cons�dered
commerc�al �ncome. Because cap�tal compan�es are
elements of the Commerc�al Law and all the�r act�ons are
subject to the prov�s�ons of commerc�al �ncome.)
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13
 Taxat�on of agr�cultural earn�ngs through w�thhold�ng
(the method of w�thhold�ng tax on agr�cultural product
sales)
 Under the method, taxat�on (based on the enterpr�se
account or balance sheet) has been changed to the
agr�cultural enterpr�se account or balance sheet method
(under th�s method, agr�cultural enterpr�ses that exceed
the s�ze and he�ght spec�f�ed �n the law are kept �n the
agrar�an enterpr�se account or balance sheet).

Th�s form of �mplementat�on was changed as of the
beg�nn�ng of 1998, the small farmer exempt�on and lump-
sum expense method were abol�shed, the taxat�on
methodology;

Th�s �s s�nce agr�cultural act�v�t�es are predom�nantly carr�ed out �n rural
areas, the d�ff�cult�es �n determ�n�ng the small farmer exempt�on measures
�n fam�ly bus�nesses, the d�ff�culty �n determ�n�ng the agrar�an revenue, and
the procedures for d�v�d�ng the �ncome. Instead of taxat�on by determ�n�ng
payment, �t �s cons�dered as a more manageable and less costly method to
collect tax through w�thhold�ng on sales and del�ver�es.
In the method of taxat�on based on the "revenue determ�nat�on" appl�ed �n
the past, a lump-sum expense of 70 to 85% of the revenue - depend�ng on
the type of act�v�ty - was used, and a ga�n of 30% to 15% of the revenue was
taken as a bas�s for taxat�on. However, s�nce sales and del�ver�es are made
under d�fferent names, the system has evolved �nto the w�thhold�ng method,
cons�der�ng that there �s a s�gn�f�cant tax loss.

Thus, the farmer's sales, wh�ch were not taxed �n the method, were subject
to w�thhold�ng between 1% and 4%, depend�ng on the type of agr�cultural
product and whether �t was traded on the commod�ty exchange, accord�ng
to Art�cle 94 of the Income Tax Law. It doesn't matter to whom the sale �s
made. 
Taxat�on through w�thhold�ng �s the ult�mate tax burden for the farmer.
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14
The form of taxat�on of agr�cultural act�v�ty �s regulated �n
Art�cle 53 of the Income Tax Law. In the appl�cat�on of th�s
prov�s�on, the s�ze of the enterpr�se �s taken �nto account
collect�vely �n enterpr�ses owned by the spouse and ch�ldren
under custody l�v�ng w�th the head of the fam�ly and �n
enterpr�ses �n partnersh�p. In partnersh�ps, �t does not
change the s�tuat�on �f the partnersh�p �s related to more
than one bus�ness or �f the bus�nesses are located �n
separate places. Even �f the company belongs to more than
one partnersh�p, the s�ze of the bus�ness belong�ng to these
partnersh�ps �s cons�dered by add�ng up �n the s�ngle
bus�nesses ment�oned �n Art�cle 52. The total of the
partnersh�p shares �s taken to determ�ne the s�ze of the
enterpr�ses of those who have partnersh�ps w�th d�fferent
�nd�v�duals �n more than one agr�cultural enterpr�se.

If the agr�cultural act�v�t�es that fall under several of the
agrar�an groups ment�oned �n Art�cle 54 are carr�ed out
together, the enterpr�ses belong�ng to two groups at most,
exceed�ng half of the l�m�ts determ�ned for these groups,
are taxed �n the method.
Even though both bus�ness and the partnersh�ps �n wh�ch
he �s �nvolved are below the s�ze of the �ndependent
company, the farmers whose shares �n the bus�ness he
owns and, �n the partnersh�ps, exceed th�s l�m�t are taxed �n
the method. Other partners whose total shares do not
exceed the measures are taxed through w�thhold�ng.
Part�c�pat�on �s cons�dered a partnersh�p.
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14 Farmers whose earn�ngs are not taxed �n the method can
sw�tch to the method at the beg�nn�ng of the follow�ng
taxat�on per�od �f they make a wr�tten request from the tax
off�ce.
Those who exceed the cr�ter�a wr�tten �n Art�cle 54 �n
procedure from the beg�nn�ng of the follow�ng taxat�on
per�od; Those who fall below these cr�ter�a, subject to the
pol�cy, are taxed by w�thhold�ng the�r revenues from the
beg�nn�ng of the next taxat�on per�od.

Farmers who do not comply w�th the obl�gat�ons of rece�v�ng, g�v�ng,
keep�ng, and subm�tt�ng documents under the prov�s�ons of the Tax
Procedure Law cannot benef�t from �n-k�nd and cash support �tems
such as advances, loans, subs�d�es, prem�ums g�ven by var�ous publ�c
�nst�tut�ons, and organ�zat�ons.

 If agr�cultural act�v�t�es that fall w�th�n several of the agrar�an groups
(determ�ned for the s�ze of the enterpr�se) are carr�ed out together,
the enterpr�se s�zes belong�ng to at most two groups and those
exceed�ng half of the l�m�ts spec�f�ed for these groups are taxed �n the
method. (Two halves count as one whole.)

In enterpr�ses owned by the spouse and ch�ldren under custody l�v�ng
w�th the head of the fam�ly, and �n enterpr�ses �n partnersh�p, the s�ze
of the enterpr�se �s taken �nto account collect�vely. (In partnersh�ps,
the fact that the partnersh�p �s related to more than one bus�ness or
that the bus�nesses are located �n separate locat�ons does not change
the s�tuat�on.)

The M�n�stry of F�nance determ�nes the procedures regard�ng
�mplement�ng th�s prov�s�on by tak�ng the op�n�ons of the relevant
�nst�tut�ons.
There are two �mportant �ssues to cons�der here; 
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15
14- The def�n�t�on of agr�cultural act�v�ty and �ncome �n
taxat�on �s made �n Art�cle 52 of the Law. Accord�ng to th�s
regulat�on, the def�n�t�on of agr�cultural act�v�ty �s as follows: 

“The �ncome ar�s�ng from the agr�cultural act�v�ty generates
�s agr�cultural �ncome. Agr�cultural act�v�ty �s; harvest�ng,
hunt�ng, preserv�ng, transport�ng or sell�ng of plants, forests,
an�mals, f�sh and the�r products by plant�ng, tend�ng,
produc�ng, cult�vat�ng and �mprov�ng on land, �n seas, lakes,
and r�vers or by d�rect use of nature, and other uses of these
products by the hunters and producers.''

The po�nt that draws attent�on here �s that cap�tal
organ�zat�ons (collect�ve and l�m�ted partnersh�p compan�es
and other cap�tal compan�es) w�ll not be taxed as farmers �n
tax appl�cat�ons. In cap�tal organ�zat�ons, even �f the type of
act�v�ty �s agr�cultural, the k�nd of �ncome ar�s�ng from th�s
act�v�ty �s now commerc�al �ncome �n terms of taxat�on.
Cooperat�ves are generally cons�dered cap�tal compan�es.
However, �t �s exempt from corporate tax, prov�ded that �t
does bus�ness w�th �ts own members.

Note: Agr�cultural �ncome �s not def�ned �n the Income Tax
Law. Only �n Art�cle 52, w�th a general def�n�t�on, there �s a
regulat�on “The �ncome ar�s�ng from the agr�cultural act�v�ty
�s agr�cultural �ncome.”
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16
14- The essent�al pract�ce �n �nd�v�dual farm�ng (fam�ly
bus�ness) act�v�ty �s that the �ncome tax �s pa�d through the
w�thhold�ng made by the buyers dur�ng the sale of goods
and serv�ces, th�s �s the f�nal taxat�on, and there �s no need
for any other not�f�cat�on or declarat�on. However, �f spec�f�c
“bus�ness s�ze” cr�ter�a are exceeded, tax �s carr�ed out �n the
method (agr�cultural bus�ness account), and th�s �s deta�led
�n Art�cle 53 of the Law. The deta�ls of th�s s�tuat�on are
regulated �n Art�cle 53 of the Law, wh�ch evaluates the
cond�t�on of some agr�cultural assets separately from the
s�ze of the enterpr�se.

17
14- The s�ze of the enterpr�se to be taken �nto account �n a day
of a year for the method determ�nat�on of agr�cultural
�ncome, wh�ch �s also val�d for 2021, �s spec�f�ed �n deta�l �n
Art�cle 54 of the Income Tax Law. (Art�cle 35 of Law No. 4369
has been changed, and Art�cle 54 came �nto force on
01.01.1998 and entered �nto force on 29.7.1998).

18
In today's tax pract�ces, the taxat�on methodology �n
agr�culture �s predom�nantly based on the w�thhold�ng
method. Th�s method of deduct�on �n the source �s the f�nal
taxat�on of the small farmer (the farmer who �s not taxed �n
the procedure), and there �s no declarat�on, deduct�on, or
refund. W�thhold�ng tax rates for agr�cultural products also
vary depend�ng on the type of product and �ts reg�strat�on.
It �s determ�ned separately for agr�culture and an�mals and
the�r crops, hunt�ng, and f�sh�ng.
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19
 Wh�le the rate �s 2% �n an�mals and products obta�ned from
f�sh�ng and hunt�ng, �t �s 1% �n record�ng and sell�ng them �n
the commod�ty exchange. Wh�le the deduct�on rate for
other agr�cultural crops �s 4%, �t becomes 2% �f exchanged.

20
Although d�rect �ncome support and alternat�ve product
payments to farmers are an agr�cultural �ncome �n
character, the w�thhold�ng tax rate �s appl�ed as zero from
these payments. 

21
 The agr�cultural earn�ngs of small farmers who do not keep
the accounts and do not need to subm�t a declarat�on, even �f
they have an �ncome other than agr�cultural act�v�ty, cannot
be comb�ned w�th these other earn�ngs. Therefore, even �f a
declarat�on �s made for add�t�onal �ncome or revenue, these
agr�cultural earn�ngs are not connected w�th others and are
not subject to taxat�on.

22
Traders who buy goods from farmers who do not keep the
accounts, and other farmers who are subject to the book,
�ssue a producer rece�pt �n return for the�r agr�cultural
product purchases. Th�s rece�pt shows that the agrar�an
�ncome pr�ce has been pa�d, and the w�thhold�ng �s
calculated on th�s rece�pt. These taxes collected through
deduct�on are declared by the w�thhold�ng taxpayers and
pa�d to the tax adm�n�strat�on.
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23
14- Producer rece�pt has two funct�ons. F�rst, the copy of th�s
rece�pt �n the buyer replaces the �nvo�ce; the document �n
the seller shows that the agr�cultural ga�n pr�ce has been
obta�ned.

24 Producer Rece�pts used �n purchas�ng agr�cultural products
are pr�nted and used by traders and farmers who keep books.
The small farmer does not have h�s own rece�pt.

25
S�nce the small farmer does not keep the account, there �s
no need to collect and record documents, but these
rece�pts may be requ�red to be �ncluded �n the farmer
reg�strat�on system and benef�t d�rectly from support
programs.

S�nce the "revenue bas�s," wh�ch �s one of the small farm�ng
measures, has been removed from the appl�cat�on, only the
s�ze of the agr�cultural hold�ng �s taken �nto account �n the
determ�nat�on of small farm�ng.

26
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VAT PRACTICES ON AGRICULTURAL
PRODUCT DELIVERY

Value-added tax ar�ses due to a commerc�al, agr�cultural
and profess�onal del�very and serv�ce transact�on.
Accord�ng to the law, �n add�t�on to the del�very of farm
products, serv�ces prov�ded w�th�n the scope of agr�cultural
act�v�t�es are also subject to VAT. However, accord�ng to
the 4/b marked clause of Art�cle 17 of the VAT Law, the
del�ver�es of goods and the performance of serv�ces by
"farmers who are not subject to tax �n the real procedure"
�n terms of the Income Tax Law are exempt from VAT.
Accord�ng to th�s regulat�on, VAT exempt�on w�ll be
appl�ed �n the del�very of agr�cultural products or the
product�on of agr�cultural serv�ces by farmers who have
the qual�f�cat�on of a small farmer �n the Income Tax Law
and are not taxed �n the method, so VAT w�ll not be
�ncluded �n the producer rece�pts to be �ssued.
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5. MAIN TERMINOLOGY AND
CONCEPTS SUBJECT TO THIS PROJECT
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The term ''successful �mplementat�on,'' used �n th�s report,
refers to appl�cants of rural development and IPARD
supports awarded for rece�v�ng the grant for the�r
�nvestment. It �s �mportant to clar�fy th�s, as the Consultant
had meet�ngs and d�scuss�ons w�th successful
�mplementat�ons and asked them quest�ons to determ�ne
the most common problems faced by appl�cants. The
Consultant also organ�zed meet�ngs w�th stakeholders and
surveyed farmers. All results were evaluated, and
recommendat�ons were made �n th�s report as a result of
the evaluat�ons. D�ssem�nat�on of the�r success �n pass�ng
the appl�cat�on process and flour�sh�ng the�r products w�th
the�r �nvestments w�ll create synergy for the rest of the
potent�al benef�c�ar�es of rural development supports.  

5. 1. Succesful Implementat�on

5. 2 Supply Cha�n
Th�s Project focuses on d�ssem�nat�ng and ra�s�ng
awareness on the concept of short supply cha�ns, yet the
"supply cha�n" �tself must be understood well to see po�nt
out the d�fference.   
The 'supply cha�n' represents the flow of mater�als,
�nformat�on, and f�nance that moves from suppl�er to
manufacturer, wholesaler, reta�ler, and consumer.   
The process of the supply cha�n may change. The steps �n a
supply cha�n may reduce or expand depend�ng on the
c�rcumstances l�ke the type of product, locat�on, and
market expectat�on. We tr�ed to exempl�fy a general flow of
the supply cha�n by def�n�ng the steps for vegetable or fru�t
product�on: 



Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
tarafından finanse edilmektedir.

 

PRODUCTION

The first step of the supply chain is production. 

SUPPLY CHAIN
 

HARVESTING

Then the product is harvested. 

SELECTION

 Occasionally, the sugar content is tested
with a sugar index tool,
seldom the colour is tested with a colour
chart, 
 Various phases of the tea (bud, stem, leaf)
can be separated. 
Depending on the product type, other
variables can also be checked.

 In the following step, the product goes through
a selection process and is separated into groups
depending on quality measures. These measures
may differ from product to product. 

DISTRIBUTION
 The product may be transferred to a
different village, district, region, province, or
another Country. 
 The distribution process is complicated, as
sometimes a product goes to a local
distributor, then is shipped again to reach a
wholesaler or another local seller in the
province where it arrived. 
 Thus, the product may make many
kilometres and pass through different hands
before the customer. 
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PRODUCT
TRANSFORMATİON

 Local trader (collector) in the village or
district where it is produced. 
Wholesaler (market chains or supermarkets)
or Local seller in different provinces 
 Storage or warehouse to be sold to
wholesalers later. 
Another producer who uses the product as
an ingredient to produce another product; 

As the distribution happens, these are some
of the common places a product visits before it
is sold to a customer: 

E.g., grape

SUPPLY CHAIN
 

PACKAGING 

Design of the packaging 
Printing of the packaging 
Weighing and packing the products 
Preparing for shipping by preventing damage
and leakage.

 Packaging can occur after the product has been
selected, after it has been processed, in the
factory or warehouse, or at wholesale. It is,
therefore, just one step in the supply chain of
goods that adds value to the product. This step
includes the following measures: 

DISTRIBUTION 

After selection, product transformation,

packaging takes place in a factory or warehouse,

the goods must be handed over to a salesperson

to reach the customer
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PRODUCTION

HARVESTING DISTRIBUTION

SELECTION

LOCAL TRADER

LOCAL SELLER

FACTORIES

CUSTOMER BUY
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Every step �n the supply cha�n process adds value to the
product yet also �ncreases the cost and, therefore, the
pr�ce. As a result, a tomato that costs 2 TL/kg at the farm
gate may be sold 8 TL/kg at the market. 

A s�mple flow of the supply cha�n elements �s expla�ned
below. It must be noted that d�str�but�on channels and
sales po�nts are ut�l�zed more than once �n a supply
cha�n unt�l the product meets the customer:

If some of the steps can be reduced or handled �n-
house, th�s w�ll result �n the supply cha�n process to be
shorter, and th�s new shortened process w�ll be called
a short supply cha�n.

5. 2 Supply Cha�n
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Produc�ng and sell�ng a good to a consumer usually
cons�sts of d�fferent, more or less separated stages. 
Th�s concept of the d�fferent operat�ons or act�v�t�es
necessary to complete a product and br�ng �t to the
consumer can be used at the level of the s�ngle
company and for an econom�c analys�s of an �ndustry or
of the ent�re economy. 

Leont�ef's �nput-output tables are an example of th�s
latter approach. The analys�s of the agr�-food cha�n
developed �n the 1960s by INRA �n France �s an example
of an appl�cat�on to a part�cular �ndustry. At the level of
the �nd�v�dual company, the analys�s of the value cha�n
has been part�cularly successful s�nce 1985[1], help�ng to
h�ghl�ght how h�gh performances can be created and
susta�ned. 
Some operat�ons take place �n the same f�rm, and some
others are done by d�fferent f�rms. See the follow�ng
examples: 

5.3 Value Cha�n and Its
Advantages 

R E P O R T  O N  C O L L E C T İ V E  M O D E L S  F O R  D E V E L O P M E N T  O F  S M A L L  F A R M E R S

 a f�rm produces the metal frames of cha�rs; another f�rm buys the frames
and makes the wooden seat. A th�rd f�rm buys the stock and d�str�butes the
cha�rs to several shops where consumers can buy them. In th�s case, there
are four separate operators, each add�ng value to the same �tem before �t �s
bought by the consumer 
a farmer produces and harvests apples and sells them to a f�rm that stores
the apple �n large cold rooms. Traders buy the apples dur�ng the next s�x
months per�od and del�ver them to shops where consumers buy them 
a farmer produces blackberr�es, and at harvest�ng t�me, he �nv�tes
consumers to p�ck-up themselves the berr�es and to buy them at a pr�ce
lower than the market pr�ce 
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The f�rst two examples regard a relat�vely long value cha�n, wh�le
the th�rd �s extremely short. At each stage or l�nk of the value
cha�n, at least one operat�on �s made on the product:
transformat�on, conservat�on, transport, or f�nal sale. Each
operat�on adds value to the product, and �ts pr�ce �ncreases. The
added value of each act�v�ty �s the d�fference between the
purchase pr�ce and the sales pr�ce: �t �s equal to the �nternal costs
plus the operator's prof�t of that l�nk �n the value cha�n.

At each act�v�ty, the product ga�ns some value. If each act�v�ty �s
h�ghly eff�c�ent, then the cha�n of act�v�t�es g�ves the product a
greater added value than the sum of the separate act�v�t�es. S�nce
spec�al�zat�on �s a key factor of eff�c�ency, �t �s clear that �t �s the
advantage of a value cha�n d�v�ded �nto small and well-�ntegrated
act�v�t�es.

In the agr�cultural sector, the concept �s used w�thout major
var�at�ons: actors, start�ng w�th farmers, are connected along a
cha�n produc�ng, transform�ng, stor�ng, trad�ng, and del�ver�ng
goods to consumers through a sequence of act�v�t�es.

Major �nternat�onal donors adopted the �dea �n the development
framework. Th�s has caused the fact that there are d�fferent
methodolog�es and gu�del�nes for analyz�ng value cha�ns.

In the last 40 years, pr�vate value cha�ns have developed �n the
agr�cultural sector w�th the growth of �nternat�onal trade that
spans d�fferent nat�ons and cont�nents. If �t �s certa�n that the�r
eff�c�ency �s at the h�ghest levels, one wonders about the�r role �n
relat�on to susta�nab�l�ty. 

5.3 Value Cha�n and Its
Advantages 
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Even w�th�n a s�ngle nat�on, part�cular econom�c cond�t�ons have
meant that the cost of transport was relat�vely less �mportant
than the eff�c�ency ga�ns ach�eved �n other l�nks �n the cha�n. Long
value cha�ns have been developed �n wh�ch the places of
product�on are very d�stant from storage and process�ng. Th�s
could l�kely have happened only because the pr�ce of fuels only
part�ally reflects the soc�al cost of the�r use. Fa�lure to cons�der
negat�ve external�t�es �s probably a pos�t�ve factor �n develop�ng
long and complex value cha�ns �n the agr�-food sector.

Another cr�t�c�sm comes from the fact that �f farmers'
organ�zat�ons do not own long value cha�ns, then the benef�ts �n
terms of added value growth are appropr�ated by those �n control
of the last l�nks, closest to consumers.

F�nally, �n recent t�mes, consumers seem to have re-evaluated the
concept of food products from the�r reg�on or nat�on to the
detr�ment of fore�gn ones.

These env�ronmental, econom�c, and soc�al cons�derat�ons have
favored the development of short value cha�ns, wh�ch br�ng
producers closer to consumers �n every sense. An example of th�s
�s the recent EU "from farm to fork" strategy.

From the econom�c po�nt of v�ew, the key to the success of a
value cha�n �s how eff�c�ent each act�v�ty �s and how eff�c�ent the
passages are from one actor to the other. In th�s sense,
�nformat�on and commun�cat�on technolog�es are fundamental
tools for value cha�ns. They do not only �ncrease the eff�c�ency of
the trans�t�ons between act�v�t�es, yet they allow the supply to be
promptly adjusted to changes �n demand.

5.3 Value Cha�n and Its
Advantages 

R E P O R T  O N  C O L L E C T İ V E  M O D E L S  F O R  D E V E L O P M E N T  O F  S M A L L  F A R M E R S

5.
 T

E
R

M
IN

O
LO

G
Y 

A
N

D
   

 
 C

O
N

C
E

P
TS

  
 



Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
tarafından finanse edilmektedir.

 

For an organ�zat�on of agr�cultural producers, be�ng able to �nvest
�n storage and process�ng fac�l�t�es makes �t poss�ble to have
econom�c ent�t�es w�th s�gn�f�cant turnover and assets. Th�s has
�mportant advantages �n terms of access to cred�t.

W�th contract farm�ng arrangements, farmers rece�ve a large part
of the �nputs necessary for cult�vat�on on cred�t. In add�t�on,
rece�vables f�nanc�ng and factor�ng by banks become poss�ble, as
well as asset collateral�zat�on. Eventually, managers of well-
�ntegrated value cha�ns have access to forms of r�sk m�t�gat�on,
such as forward contract�ng, futures, and �nsurances. 

Futures are der�vat�ve (whose value �s dependent on an
underly�ng asset) f�nanc�al contracts that obl�gate the part�es to
transact an asset at a predeterm�ned future date and pr�ce. 

When there �s shared ownersh�p of f�rms perform�ng the act�v�t�es
�n the cha�n, the value cha�n �s descr�bed as vert�cal �ntegrat�on.

The follow�ng f�gure may descr�be a typ�cal value cha�n �n the fru�t
sector. It �s worth ment�on�ng that the value cha�n act�v�t�es
cannot be thought of as ent�rely �ndependent and �solated. The
value cha�n can flour�sh �f there are favorable external cond�t�ons.
For example, the secur�ty level, the bus�ness env�ronment, the
ava�lab�l�ty of f�nanc�al serv�ces, and most �mportantly, the level of
trust between the actors �s renewed and �mproved w�th each
pos�t�ve transact�on. These external cond�t�ons are cons�dered
hor�zontal factors that �mpact the eff�c�ency of the value cha�n.

5.3 Value Cha�n and Its
Advantages 
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 A long value cha�n: The small trader w�th a truck that goes to the
farm and pays cash → a local wholesaler that buys from the f�rst
trader and collect the goods from the Konya reg�on → a second
truck owner that p�cks up the good from Konya and carr�es the
good to the wholesale market stand of a trader �n Istanbul → the
shopkeeper that at 5 am goes to the wholesale market and buys
the product for h�s shop → the consumers that pay 9TL for 1 kg. The
farmer had got 1,5TL/kg. The d�fference, 7,5TL/kg, m�nus external
costs, say 3TL/kg, �s 4,5TL/kg: the value-added �n the cha�n that
goes to other actors and not to the farmer
 A short value cha�n: The pr�ce for cucumber �n Ulus �s 6TL/kg. You
go for a r�de �n Çankırı, buy�ng 1 kg of cucumber from a farmer at
4TL. You save 2TL/kg (apart from the cost of go�ng there) and the
farmer gets 2TL more than what he would get �f he sold the same
cucumber to a trader.           

A Real-L�fe Compar�son of Long and Small Value Cha�n
A product leaves the gate of the farm. How many actors w�ll play a role
(and get pa�d for �t) before that product reaches your table?
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Provision of inputs Production Cleaning
Grading

Processing
Storage

Packaging

Trading
Delivering

 

Retail
 

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
tarafından finanse edilmektedir.

 

5.3 Value Cha�n and Its
Advantages 

R E P O R T  O N  C O L L E C T İ V E  M O D E L S  F O R  D E V E L O P M E N T  O F  S M A L L  F A R M E R S



5.
 T

E
R

M
IN

O
LO

G
Y 

A
N

D
   

 
 C

O
N

C
E

P
TS

  
 

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
tarafından finanse edilmektedir.

 

5.4. Short Supply Cha�n
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Short supply cha�n �nvolves as few �ntermed�ar�es as poss�ble �n
order to connect the local suppl�ers w�th the consumers. It concerns
a more d�rect approach to the customer when compared to a
convent�onal supply cha�n. When a farmer sells d�rectly to the
customer w�thout any other actors gett�ng �nvolved, �t �s called a
zero k�lometer supply cha�n. It �s the s�mplest form that a short
supply cha�n can become. 

A short supply cha�n can be obta�ned �n many ways. Some of the

commonly preferred and eff�c�ent short supply cha�n strateg�es are

expla�ned below: 

     1. It �s common �n Turkey that farmers put a bench �n front of the�r

farm or on the s�de of the ma�n road to sell d�rectly to �ts customers. In

other words, farmer’s sale at farm gate �s an example of short supply

cha�n. 

     2. Another form of d�rect customer sales �s real�sed through fru�t or

vegetable p�ck-�ng events. The customer may v�s�t the farm at certa�n

hours, rece�ve a bucket, p�ck the products at the farm and pay for the

amount (kg or l�ters) they collected. 

   3. Farmers or agr�cultural cooperat�ves creat�ng onl�ne sales channels or
ut�l�s�ng the�r personal relat�ons w�th the customers to rece�ve purchase
orders and del�ver d�rectly to the customer �s another alternat�ve for d�rect
sales. There are successful examples of th�s type of shot supply cha�n
throughout Turkey. 
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For �nstance, 26 fam�l�es �n Tahtacıörenc�k
V�llage of Güdül �n Ankara collaborate to
produce, learn from each other and sell the�r
products together. The have an onl�ne
platform and whatsapp group where they
l�st the�r ava�lable products to customers.
They rece�ve purchase orders throughout
the week, pack them together on Monday
and send to customer’s door w�th the�r van.
The products are produced organ�c and
the�r thrustworthy efforts are apprec�ated by
the customers who susta�n the�r orders
throughout the years. 
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Th�s example �s �mportant because �t �ncludes log�st�cs that �s handled by
the same team that produces the products. Eventually the cost of gas
and labour �s added as well as the prof�t and �t �s the producer who
rece�ves the cap�tal.

A short supply cha�n can be obta�ned by reduc�ng some of the
steps from the process or by handl�ng some steps �nhouse �n
order to �nvolve less actors. In the Güdül example, log�st�cs �s

managed by the farmers and the�r value added returns to them
as earn�ngs.
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   4.  Ames�a women’s cooperat�ve created a sales webs�te �n
collaborat�on w�th the Amasya Cattle Breeders Un�on. As Ames�a
produces, sales happen onl�ne, and the Amasya Cattle Breeders Un�on
uses the�r veh�cles to handle the log�st�cs. The customers access
handmade natural products and the pr�ces only rece�ve log�st�cs costs as
no other actor �s �nvolved �n the process.

There are cases where farmers, cooperat�ves and/or un�ons
collaborate to complete a supply cha�n. Where one handles
product�on, the other handles sales and log�st�cs. Th�s prevents
the produc�ng party to worry about sales, warehous�ng, veh�cles
etc. and focus on farm�ng. As more producers are �nvolved and
the product�on volume �ncreases, th�s strategy g�ves debate
power to cooperat�ves and un�ons for better pr�ces �n the market.
Ames�a women’s cooperat�ve �s an example of short supply cha�n
where a cooperat�ve produces and un�on manages the log�st�cs.

 

   5.Farmers sell�ng d�rectly to customers �n a farmers’ market �s also an
example of the short supply cha�n. 
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   6. There are cases where un�ons or
cooperat�ves rece�ve a perm�t from the
Mun�c�pal�ty and rent a marketplace. The
farmers br�ng all the�r products �n bulk. In
th�s vers�on of supply cha�n, �t �s not the
customer but the local trader who comes
w�th buckets, sacs or trucks to buy
products from the farmer’s market �n
bulk. The products are we�ghed and sold
at a certa�n pr�ce d�rectly to the seller and
effort for log�st�cs �s reduced
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 7. The farmers, cooperat�ves or un�ons may make agreements w�th
local markets and restaurants, tak�ng the local traders and sellers out of
the supply cha�n. 

  8. Cooperat�ves and un�ons or a group of farmers wh�ch work
collect�vely may make agreements w�th h�gh-volume producers l�ke
factor�es. For �nstance, tomato producers may agree to produce a
certa�n amount for paste factory. In th�s case, the �ntermed�ar�es w�ll be
reduced, and the sales pr�ce w�ll not rece�ve extra costs.
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Cow m�lk may be 8 TL �n the market. 

When you transform �t �nto yogurt, �t becomes 11 TL.

When you transform �t �nto butter, �t becomes 30 TL.

When you transform �t �nto cheese, �t becomes 45 TL.

9. Product transformat�on �s also a concept wh�ch can be evaluated as

a short supply cha�n. It refers to a product be�ng transferred �nto

another type of product and chang�ng �ts form. In other words, �t

becomes a value-added product. For �nstance;
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10. The concept of organ�c product�on was

born among small farmers. The process of

produc�ng organ�c adds value to the product,

caus�ng �ts worth to be h�gher and the farmers

�ncreas�ng the�r revenue. Meanwh�le, �n the

perenn�al search of eff�c�ency and prof�t, as

farmers converted to organ�c, they founded

trad�ng cooperat�ves and started sell�ng the�r

organ�c products �n d�fferent prov�nces,

reg�ons and Countr�es where consumers were

ready to pay a hefty pr�ce. 

The f�rm mak�ng most of the prof�t �s the trad�ng cooperat�ve s�nce they

handle sales and log�st�cs. Yet �f the cooperat�ve �s owned by the farmers, �t

may st�ll be cons�dered a short supply cha�n s�nce there are not many

operators and traders �n between. W�th good log�st�cs management, a

modern short value cha�n can flour�sh. 
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Rece�ve fresher products,
Have access to local tastes,
Make the�r purchase w�th better pr�ces than the market.

Create h�gher revenue wh�ch leads to welfare and     
 susta�nab�l�ty of product�on.
Ga�n secur�ty �f they are able to make agreements to sell a
certa�n amount �n the follow�ng year to a restaurant, market
cha�n or factory. 
Get �n the hab�t of collaborat�ng w�th other farmers,
manag�ng the�r product�on and coord�nat�ng relat�ons w�th
customers. Th�s �s a sk�ll set that can �mprove product�on and
sales eff�c�ency.

Short Supply Cha�n has advantages for the producers, customers
and the env�ronment: 

The customers;

Farmers;

Soc�ally; the concept of reduc�ng the actors supports the farmer
and local economy to flour�sh.

Env�ronmentally, reduc�ng the log�st�cal path of a product
creates less green house gases. S�m�larly, organ�c product�on and
non-use of chem�cals also reduce the product�ons’ �mpact on the
env�ronment. 
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5.5 Farm Partnersh�p and
Collect�ve Appl�cat�ons to Rural
Development Funds
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An agr�cultural partnersh�p or�g�nates
when two or more farmers enter �nto a
resource-shar�ng agreement. In th�s way,
farmers can benef�t from advantages that
they cannot enjoy alone, such as
econom�es of scale and a better work-l�fe
balance.

Among the reasons for the emerg�ng concept of shared farm�ng
are: G�ven the �ncome from �nfrastructure �nvestments such as
�rr�gat�on, consol�dat�on, subs�stence, sem�-subs�stence, and fam�ly
farms, there �s an �ncrease �n product�on costs, a decrease �n the
amount �n the eff�c�ency of �nvestments. In Europe, farmers can
benef�t from a range of grants to encourage and susta�n the
development of farm�ng partnersh�ps.

In th�s way, farmers can cont�nue the�r bus�ness w�th the shared use of

the follow�ng resources:

Shared use of mach�nery and equ�pment Shared use of land
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Development Funds
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 Go�ng to �ncorporat�on (L�m�ted, Anonymous),
 Establ�sh�ng assoc�at�ons,
 They need to establ�sh cooperat�ves w�th seven or more people
com�ng together.

Jo�nt appl�cat�on means that when apply�ng for IPARD and other
rural development funds, more than one farmer jo�ns together and
subm�ts an �nvestment project that oversees the management of
all funds. For farmers �n Turkey subm�tt�ng a jo�nt appl�cat�on

In th�s way, farmers can cont�nue the�r bus�ness w�th the shared use of

the follow�ng resources:

Shared use of workforce Grow�ng value-added products



6. Pr�nc�ples of Agr�cultural
F�nanc�ng

      The populat�on of the country,
      The stage of development of the country,
      The structure of the pr�mary sector and the �ncent�ves of
farmers. 

There are well-stud�ed and understood reasons that expla�n the
h�stor�c �nterest of governments worldw�de �nto the agr�cultural
sector. Agr�cultural pol�c�es set many d�fferent object�ves that
depend on the needs of:

To match all these parameters �nto a cons�stent set of rules �s the
task of agr�cultural pol�c�es �n order to obta�n the object�ves.
One of the most �mportant tools of agr�cultural pol�c�es �s the
sett�ng up of subs�d�es to the agr�cultural sector. The subs�d�es can
be thought “as transfers of money from the taxpayers to the
farmers”. The agr�cultural subs�d�es are so w�despread that the
usual way to model net agr�cultural �ncome expl�c�tly cons�der
them as added �n the equat�on:
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Net Agr�cultural Income of a Product�on Un�t = Value of Agr�cultural
Product�on – The Cost of Product�on + Net Value of Transfers from the

Government

The Common Agr�cultural Pol�cy of the European Un�on uses
s�m�lar k�nd of transfers both w�th The F�rst P�llar (D�rect
Decoupled Payments) and w�th The Second P�llar (Rural
Development). Subs�d�es can take several forms, but w�th a
s�mpl�f�cat�on, �t �s poss�ble to group them �nto two classes: grants
and loans.



6.1. Common Agr�cultural Pol�cy

�mprove agr�cultural product�v�ty, ensur�ng a stable supply of          
affordable food; 
safeguard European Un�on farmers to make a reasonable l�v�ng; 
help tackle cl�mate change and the susta�nable management
of natural resources; 
ma�nta�n rural areas and landscapes across the EU; 
keep the rural economy al�ve by promot�ng jobs �n farm�ng,
agr�-foods �ndustr�es, and other sectors. 

The CAP �s a partnersh�p between agr�culture and soc�ety, between
Europe and �ts farmers. 
It �s a pol�cy, a government's way to change a s�tuat�on and a
dynam�c of a soc�ety or an econom�c sector. L�ke most effect�ve
pol�c�es, �t requ�res a red�str�but�on of resources. 
So, why are they descr�b�ng �t as a partnersh�p? Why d�d they
change the narrat�ve, mak�ng �t more compell�ng? Because �n a
plural�st�c and democrat�c soc�ety, they need to just�fy the
red�str�but�on of resources between taxpayers as a whole and the
agr�cultural sector 

Soc�ety as a whole pays taxes, and a large part of them are used to
support farmers. For example, �n 2019, European c�t�zens gave 160
b�ll�on EUR to the budget of the EU, and the EU allocated almost 58
b�ll�on EUR to the agr�cultural sector.
 

The a�ms of th�s partnersh�p are: 
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6.1. Common Agr�cultural Pol�cy
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Farmers' �ncome �s typ�cally 40% lower compared to non-
agr�cultural �ncome 

The demand for food �s �nelast�c w�th regard to �ncome:
�ncreases �n food consumpt�on are l�m�ted, but the �ncrease of
farmers' product�v�ty was constant and s�gn�f�cant �n the last 60
years: pr�ces of agr�cultural products d�m�n�shed �n real terms

 There �s a large gap of t�me between consumer demand and
farmers' ab�l�ty to supply 

 R�sks �n agr�culture determ�ne a bus�ness uncerta�nty that �s
larger and less manageable than that �n other sectors 

Farmers are compet�tor sellers �n markets where they face few
buyers: traders, �ndustr�al transformers

Farmers are compet�tor buyers �n markets where they face few
sellers: techn�cal �nputs and equ�pment 

The cred�t market �s �neff�c�ent �n the farm sector because of
h�gh �ntermed�at�on costs and the asymmetry of �nformat�on

The demand curve of agr�cultural products �s �nelast�c w�th
regard to pr�ces (�f pr�ces decrease by 10%, the total sold
quant�ty does not �ncrease enough to make the value of
product�on �ncrease). Typ�cally, the demand for processed food
�s less �nelast�c, a clear advantage for the process�ng �ndustry

The ma�n reasons to just�fy th�s pol�cy are l�nked to the part�cular
cond�t�ons of farm�ng that make �t d�fferent from other sectors: 

 

 



Please cons�der the evolut�on of Common Agr�cultural Pol�cy s�nce
1962 below. It �s �mportant to understand the rat�onale beh�nd CAP
and �ts development over t�me. As the Countr�es �n Europe formed
a un�on, they wanted to eff�c�ently d�str�bute the taxpayer’s money,
espec�ally �n a cr�t�cal sector such as rural development wh�ch
rece�ves around 60-70 % of the total budget. Evaluat�ng the needs
and cl�mate, so�l qual�ty, land structure etc of the Countr�es �n the
un�on, CAP was �ntroduced to plan agr�culture and l�vestock
product�on accord�ng to character�st�cs of part�c�pat�ng countr�es.
After food secur�ty was ma�nta�ned, product�v�ty and self-
suff�c�ency became focus. As the un�on grew, compet�t�veness and
susta�nab�l�ty aspects were added to the CAP. Compet�t�veness had
an extremely �mportant effect as small farmers became mot�vated
to work together and share resources to surv�ve. Furthermore, w�th
the current cl�mate cr�s�s, green pol�c�es arr�ved wh�ch can be
cons�dered under susta�nab�l�ty and r�sk management.

6.1. Common Agr�cultural Pol�cy
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Today, CAP takes the form of a l�st of measures that are grouped
�nto two p�llars. The EU budget ent�rely f�nances the f�rst p�llar.: 



 A 'bas�c payment' per hectare, the level of wh�ch �s to be
harmon�zed accord�ng to nat�onal or reg�onal econom�c or
adm�n�strat�ve cr�ter�a and subject to an '�nternal' convergence
process; 
 A 'green�ng' component, as add�t�onal support to offset the
cost of prov�d�ng env�ronmental publ�c goods that are not
remunerated by the market; 
 Add�t�onal payment for young farmers; 
 A 'red�str�but�ve payment' whereby farmers may be granted
add�t�onal support for the f�rst hectares of farmland; 
 Add�t�onal �ncome support �n areas w�th natural constra�nts; 
 Coupled support for product�on, granted �n respect of certa�n
areas or types of farm�ng for econom�c and/or soc�al reasons; 
A voluntary s�mpl�f�ed system for small farmers, offer�ng
payments of up to 1.250 EUR.

F�rst P�llar of the CAP: 1. Common organ�zat�on of the markets
(CMO)
A s�ngle CMO now covers all agr�cultural products. The so-called
market measures deal w�th d�ff�cult market s�tuat�ons such as a
sudden drop �n demand due to healthcare or a fall �n pr�ces due to
a temporary oversupply on the market. They are cons�dered "safety
nets" and, as regards pr�ce support measures, only �ntervent�on
pr�ces were reta�ned (agenc�es of MS can buy up quant�t�es of
products and store them) and refunds on exports for spec�f�c
products only when market cond�t�ons are cons�dered except�onal.

The f�rst p�llar of the CAP: 2. D�rect payments to farmers 
D�rect support arrangements are now no longer about 'decoupl�ng'
but 'target�ng,' w�th a system compr�s�ng seven mult�-purpose
payments, each w�th spec�f�c object�ves:

1.

2.

3.
4.

5.
6.

7.

6.1. Common Agr�cultural Pol�cy

6.
 P

R
IN

C
IP

LE
S 

O
F

A
G

R
IC

U
LT

U
R

A
L 

FI
N

A
N

C
IN

G
 

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
tarafından finanse edilmektedir.

 

R E P O R T  O N  C O L L E C T İ V E  M O D E L S  F O R  D E V E L O P M E N T  O F  S M A L L  F A R M E R S



MS may adopt a s�mpl�f�ed scheme benef�t�ng small farmers �f an
annual payment of up to 1.250 EUR �s made, �rrespect�ve of farm
s�ze. Part�c�pants are subject to less str�ngent cross-compl�ance
requ�rements and do not have to meet green�ng requ�rements. The
total cost of the small farmers' scheme may not account for more
than 10% of the nat�onal fund�ng allocat�on, except when the
Member States dec�de to ensure that small farmers rece�ve what
they would have been pa�d w�thout the scheme.

The second p�llar of the CAP: Rural development pol�cy (RDP) 
The pol�cy �s des�gned to support rural areas of the Un�on and meet
the w�de range of modern econom�c, env�ronmental and soc�etal
challenges. A h�gher degree of flex�b�l�ty enables reg�onal, nat�onal,
and local author�t�es to formulate the�r �nd�v�dual mult�annual rural
development programs based on a European 'menu of measures.'
The second p�llar programs are cof�nanced by EU funds and
reg�onal or nat�onal funds. 

The three ma�n object�ves of the RDP were translated �nto s�x
pr�or�t�es (2014-2020)
8.   Foster�ng knowledge transfer �n agr�culture, forestry, and rural
areas; 
9.   Enhanc�ng the compet�t�veness of all types of agr�culture and
enhanc�ng farm v�ab�l�ty; 
10.  Promot�ng food cha�n organ�zat�on and r�sk management �n
agr�culture; 
11.  Restor�ng, preserv�ng, and enhanc�ng ecosystems dependent on
agr�culture and forestry;
12.  Promot�ng resource eff�c�ency and support�ng the sh�ft toward
a low-carbon and cl�mate-res�l�ent economy �n the agr�culture,
food, and forestry sectors; 
13.  Promot�ng soc�al �nclus�on, poverty reduct�on, and econom�c
development �n rural areas.

6.1. Common Agr�cultural Pol�cy
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Transfer of knowledge and �nformat�on measures (tra�n�ng,
�nformat�on campa�gns, etc.); 
Adv�sory serv�ces, farm management, and farm rel�ef serv�ces; 
Development of farms and bus�nesses (bus�ness start-up a�d for
young farmers, non-farm bus�ness operat�ons �n rural areas,
etc.); 
Sett�ng-up of producer groups and organ�zat�ons 
Subs�d�es for organ�c farm�ng (convers�on or support payments) 
Encouragement of cooperat�on between farmers

These s�x pr�or�t�es gave r�se to a large number of measures that are
known as the European Menu. Among them, the more adapted to
small farmers are:

6.1. Common Agr�cultural Pol�cy
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SIGNIFICANCE OF THE EFFICIENCY OF SUBSIDIES: The ma�n �ssue
w�th these transfers (subs�d�es) �s that they should be as much
eff�c�ent as poss�ble. Assum�ng we can def�ne and measure
eff�c�ency �n th�s system, �t �s clear that �t depends on many factors
d�rectly l�nked to the farmers that rece�ve the subs�d�es. If the scope
of a part�cular subs�dy �s not cons�stent w�th the �ncent�ves and the
s�tuat�ons of the farmers rece�v�ng �t, then �s almost sure that the
eff�c�ency of the transfer w�ll be low and that the pol�cy goal w�ll not
be reached. 

The d�mens�ons of the farm, culture and expert�se of the farmers
are very �mportant factors that can �nform the pol�cy makers about
the�r �ncent�ves and the�r react�on to the pol�cy. The owner of a
large farm w�th labour force made of employees and a h�gh rat�o of
�nvested cap�tal over the value of product�on, surely has d�fferent
needs and �ncent�ves than a small fam�ly farm.



The Instrument of Pre-Access�on Ass�stance for Rural
Development (IPARD) �s ma�nly based on the exper�ence of the
CAP �n Europe. It �s clear then that the former br�ef d�scuss�on
about agr�cultural pol�cy appl�es to �t ent�rely. The tool prov�des the
benef�c�ary countr�es w�th f�nanc�al and techn�cal help to support
reforms a�med to al�gn them to the CAP and to make the�r
agr�cultural sectors and rural areas more susta�nable (th�s object�ve
�s rather new compared to the ones that were the card�nal po�nts of
the CAP s�nce �ts foundat�on). For the per�od 2014-2020 the IPARD
had a budget of more than €1.1 b�ll�on of wh�ch more than €800
m�ll�on were ava�lable for Turkey, reflect�ng the relat�ve �mportance
of the agr�cultural sector of the country. 

IPARD �s or�g�nally based on a set of 9 d�fferent measures*, each
target�ng one part�cular goal:

6.1. Common Agr�cultural Pol�cy
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“a reflect�on of the need to ta�lor subs�d�es to the part�cular
character�st�cs (�ncent�ves and needs) of d�fferent groups of

farmers �n order to try to max�m�ze the eff�c�ency of the whole
pol�cy”

Just to make sure that th�s po�nt �s cr�t�cal, �t may be useful to look

at the hypothet�cal s�mple alternat�ve: take the total sum ava�lable

of subs�d�es, d�v�de �t by the number of farmers �n a country and

g�ve each of them the result�ng share, hop�ng that each farmer w�ll

make the best use of �t. Many of them w�ll rece�ve less of what they

need to �nvest s�gn�f�cantly, and others w�ll rece�ve more that they

can mean�ngfully manage. Moreover, many farmers w�ll employ

the subs�d�es to acqu�re consumpt�on goods �nstead of �nvest�ng

them �n the product�on. The result would be a large loss of

eff�c�ency of the global transfer of resources.

*[1]In Turkey the IPARD II programme compr�ses 10 measures, even �f not all were �mplemented



F�nanc�al cap�tal of an agr�cultural hold�ng �ncludes debt, equ�ty
and leased cap�tal (mostly land, but also equ�pment). Analyt�cal
work �n agr�cultural f�nance focuses on the concept of farms’
borrow�ng capac�ty �n acqu�r�ng and manag�ng debt cap�tal.
Outs�de equ�ty cap�tal was generally d�scouraged �n the past by
var�ous factors as r�sk, �nformat�on problems, small farm s�ze,
preferences and publ�c pol�c�es. For example, the non -corporate
structure of most farm bus�nesses precludes the �ssuance, trad�ng
and r�sk pr�c�ng of equ�ty cap�tal shares �n publ�c markets.

These structural character�st�cs result �n greater emphas�s on
reputat�on and �nformal �nformat�on exchanges �n the format�on of
lender – borrower relat�onsh�p.

It �s well known that the degree to wh�ch assets are spec�al�zed to
var�ous act�v�t�es �s an �mportant determ�nant of a farm’s f�nanc�al
structure: �nvestments w�th low asset spec�f�c�ty are more su�table
for debt f�nanc�ng because of the�r eas�er redeployment or re-
marketab�l�ty. In part�cular, re-marketab�l�ty �s a preferred attr�bute
of assets pledged as collateral to secure a loan.

Small farmers need flex�ble products that allow transact�ons
adapted to the�r cash-flow. Such products help them to smooth
consumpt�on, when �ncome �s �rregular and unpred�ctable, to cope
w�th emergenc�es and cover un-expected expenses. F�nanc�al
products des�gned for small farmers should also �nclude some sort
of d�sc�pl�n�ng mechan�sms. D�sc�pl�n�ng mechan�sms encourage
cl�ents to make payments duly on t�me, �.e., sav�ngs depos�ts, loan
repayments and �nsurance prem�um payments. D�sc�pl�n�ng
mechan�sms serve to m�t�gate asymmetr�c �nformat�on problems,
for example moral hazard, and to allev�ate cl�ents’ behav�oral
�ncons�stenc�es, such as lack of self-control, �nfra -household
d�sagreement, and �nattent�on.

6.1. Common Agr�cultural Pol�cy
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    Most farms are small �n s�ze and they have ownersh�p,
management and r�sk bear�ng concentrated �n the hands of
�nd�v�dual farmers and fam�l�es. Real estate represent the largest
part of the total assets of farms, mean�ng that cap�tal �ntens�ty �s
generally h�gh and the value of asset l�qu�d�ty �s low. Th�s creates
the demand for longer-term f�nanc�ng and careful match�ng of
repayment obl�gat�ons w�th projected cash-flows.
     In the farm sector the debt to asset rat�o �s typ�cally low
compared to other sectors. Th�s �s true �n many d�fferent countr�es
at d�fferent stages of development, and �t reflects the use of current
market values of farm real estate, that are �ncreas�ng �n real terms.        
Th�s also contrasts w�th or�g�nal cost adjusted book values for
deprec�able assets �n other sectors. The relat�ve lower values of the
debt to asset rat�o �s also cons�stent w�th the rel�ance �n agr�culture
on a non-deprec�able asset such as farmland �n wh�ch much of �ts
econom�c return occurs as cap�tal ga�ns or losses.
    On the other s�de, under trad�t�onal loan repayment
arrangements the debt carry�ng capac�ty of non-deprec�able assets
�s cons�derably lower than that of deprec�able assets.
    Thus, the analys�s of f�nanc�al statements of the farm sector
typ�cally �nd�cates a reasonably solvent �ndustry that exper�ences
chron�c l�qu�d�ty problems and cash flows pressures result�ng from
relat�vely low and volat�le current rates of return to farm assets. Th�s
makes the farm sector’s debt serv�c�ng capac�ty and
cred�tworth�ness vulnerable to downward sw�ngs �n farm �ncome
and land values.
   In turn, farmland’s low debt carry�ng capac�ty have fostered an
extens�ve farmland leas�ng market �n many developed econom�es.
Farmers leas�ng land to operate can have h�gher debt to asset
rat�os and exper�ence greater current rates of return to farm assets
and to equ�ty than those who rely more on ownersh�p.

6.2. F�nanc�al Character�st�cs of
Agr�culture
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B�olog�cal-based product�on processes that are long and
exposed to weather cond�t�ons and potent�ally harmful external
factors
Market�ng act�v�t�es at the domest�c and �nternat�onal level
Contractual relat�onsh�ps w�th th�rd part�es
The well-known weak pos�t�on due to the fact of be�ng �n a
Compet�t�ve market as buyers and an ol�gopoly as sellers
Changes �n asset values
Cred�t ava�lab�l�ty
Changes �n �nterest rates and debt serv�c�ng requ�rements

Agr�cultural f�rms face a complex r�sk env�ronment:

government pol�c�es 

6.3. R�sk and R�sk Management
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In such env�ronments, the ab�l�ty of agr�cultural enterpr�ses and
rural households to make long-term �nvestments, take calculated
r�sks, and create stable consumpt�on streams w�ll be shaped by the
set of ava�lable f�nanc�al �nstruments and strateg�es to transform
one pattern of var�able and uncerta�n resource �nflows and
outflows �nto another. The comb�ned effects of these r�sks are
relat�vely h�gh compared to other sectors, plac�ng a h�gh value on
r�sk management.

There �s a broad range of r�sk management pract�ces, but small
farmers rarely employ them: some of them are d�rectly �nfluenced
by publ�c pol�c�es, �nclud�ng crop �nsurances and publ�c cred�t
programs.



The core of the theory on the prov�s�on of f�nanc�al cap�tal to the
agr�cultural sector �s strongly based on the relat�ve �nformat�on and
�ncent�ve pos�t�ons of the part�es to a f�nanc�al contract. We w�ll
br�efly summar�ze them below.

Agency relat�onsh�ps, adverse select�on and moral hazard
The relat�onsh�p between a lender (the pr�nc�pal) and a borrower
(the agent) �s a f�nanc�al example of the pr�nc�pal-agent problem.
The lender entrusts the borrower w�th the use of loan funds �n
return for the borrower's prom�se of a safe and t�mely return of the
funds plus �nterest. However, due to the agent’s self-�nterest,
�nformat�onal asymmetr�es and uncerta�n expectat�ons, both the
�ncent�ve al�gnments between the pr�nc�pal and the agent and the
contract are �ncomplete.

In an agr�cultural cred�t relat�onsh�p, three cond�t�ons attr�butable
to asymmetr�es �n �ncent�ves and �nformat�on are bas�c concerns:

6.4. Concepts of Modern F�nance
Appl�ed to Agr�culture

6.
 P

R
IN

C
IP

LE
S 

O
F

A
G

R
IC

U
LT

U
R

A
L 

FI
N

A
N

C
IN

G
 

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
tarafından finanse edilmektedir.

 

R E P O R T  O N  C O L L E C T İ V E  M O D E L S  F O R  D E V E L O P M E N T  O F  S M A L L  F A R M E R S

The lender does not generally knows as much as the
borrower the product�on funct�on relevant to the �nvestment
and the market cond�t�ons for the future products: h�s
evaluat�on of future cash flows �s d�ff�cult, and h�s r�sk
assessment may be wrong
The adverse select�on problem, �.e. the borrower may be
r�sk�er than bel�eved when the loan was g�ven
he moral hazard problem, �.e. whether the borrower, dur�ng
the term of the loan, w�ll take on greater r�sks than were
or�g�nally ant�c�pated



The borrower �s mot�vated by prof�tab�l�ty wh�le the lender �s
restr�cted to the f�xed return of the loan plus �nterest. In evaluat�ng
a borrower’s cred�tworth�ness, the lender emphas�zes loan
repayab�l�ty and safety, wh�le the borrower focuses on prof�tab�l�ty.
As leverage �ncreases, the consequences of other borrower’s
act�ons that lead to default are borne by the lender and th�s
�ncreases the lender’s l�kel�hood of becom�ng an owner of the
borrower’s assets.

To resolve �nformat�on and �ncent�ve problems both the pr�nc�pal
and the agent may ut�l�ze var�ous pract�ces.

6.4. Concepts of Modern F�nance
Appl�ed to Agr�culture
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D�fferent�al loan pr�c�ng based on r�sk-adjusted �nterest rates �s one
lender response to the adverse select�on problem. Th�s pract�ce,
compared to cred�t rat�on�ng, �s more eff�c�ent and �t y�elds a more
d�spersed d�str�but�on of r�sky borrowers on average. However, �t
requ�res that suff�c�ent �nformat�on �s ava�lable: �nformat�on collect�on,
process�ng and mon�tor�ng by lenders �s a costly act�v�ty.

Market s�gnal�ng cons�sts of the shar�ng of add�t�onal �nformat�on
about the borrower and the lender: effect�ve f�nanc�al account�ng
systems prov�de a d�st�ngu�sh�ng s�gnal between h�gh and low cred�t
r�sks, and they allow for mon�tor�ng of bus�ness performances over
t�me. But s�nce aud�ted accounts are scarcely used �n agr�culture,
lenders must employ the�r own expert�se. Borrowers may undertake
management pract�ces that d�st�ngu�sh them from the�r peers and
that s�gnal rare sk�lls and better than average product�v�ty levels:
produc�ng spec�alty crops, adopt�ng new technolog�es, a better
educat�on and reputat�on �n local commun�t�es.



6.4. Concepts of Modern F�nance
Appl�ed to Agr�culture
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Non pr�ce methods �nvolve prov�s�ons �n a loan contract w�th the goal
of address�ng potent�al adverse select�on and moral hazard problems:
they �nclude collateral requ�rements, loan repayment upon demand
prov�s�ons, report�ng and �nsurance requ�rements, constra�nts on
add�t�onal borrow�ng and default penalt�es. Aga�n, these pract�ces
�ncrease the total cost of the cred�t.

Markets for exchange of f�nanc�al �nformat�on are formed by
d�fferent ent�t�es: cred�t rat�ng compan�es and collateral control
compan�es that val�date and mon�tor the status of spec�f�c assets
(stored gra�ns, stocks of products) pledged to secure a loan
agreement. F�eld serv�ce compan�es can mon�tor loan performances
and are often w�ll�ng to prov�de �nformat�on about the�r customers �n
order to fac�l�tate the funct�on�ng of the�r respect�ve markets.

Notw�thstand�ng these pract�ces, �nformat�on problems are often
severe enough to requ�re the development of publ�c pol�c�es to
enhance market performances: government sponsorsh�p of f�nanc�al
�nst�tut�ons and loan programs l�ke those set by the IPARD measures
follow th�s rat�onale.

Suggest�ons to evaluate potent�al cred�t capac�ty
It �s clear that the preferences of the lenders, as expressed by the
�nterest rate and non-�nterest rate terms of a loan contract �nfluence
the enterpr�se cho�ces of borrowers, the�r r�sk management pract�ces,
resource allocat�ons and even the rate of growth of the�r farms. The
demand of l�qu�d�ty by farmers and the�r cho�ce of lenders are clearly
�nfluenced by the cred�t response of lenders.
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    It �s thus �nterest�ng to evaluate the type of supply of cred�t by
est�mat�ng lenders’ cred�t response. Th�s can be done through a
survey by choos�ng a sample of lenders and by send�ng them
s�mulated borrow�ng requests, �.e. a case loan request for
representat�ve farms. The case loans �nvolves a fully documented loan
request based on an array of purposes and terms, set h�gh enough to
ant�c�pate the lenders’ reject�on and des�gned for delet�on of
�nd�v�dual �tems unt�l loan approval �s obta�ned. The result �s an
est�mate of the representat�ve farm’s potent�al cred�t capac�ty,
bounded by the part�cular array of the loan request. Th�s would be a
rel�able pred�ctor of lender responses over a w�de range of loan
cond�t�ons.

6.5. Relat�onsh�ps �n Agr�cultural
F�nance

Relat�onsh�ps among lenders and borrowers �nclude at least two
aspects: �nformat�on and sympathy.
The longer and better the banker knows the customer, the less
s�gn�f�cant are the r�sks of defaults due to the asymmetry of
�nformat�on. The apparent d�fference between the formal and
�nformal f�nanc�al system �s relat�onsh�p.
In developed econom�es, when f�nanc�al markets were deregulated
and the dec�s�on to lend (up to a def�ned threshold) was
decentral�zed to local bank agenc�es, relat�onsh�ps, reputat�on of the
borrower and the �nformat�on about the local s�tuat�on were
understood by the agency d�rector. 
On the one hand th�s procedure helps to choose the best projects,
d�m�n�sh�ng the �mpact of adverse select�on, and �mproves the
allocat�on of ava�lable resources, on the other hand �t lends �tself to
be�ng �nfluenced by local pressures exerted by lobb�es of var�ous
k�nds. 
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Currently, the �nformat�on necessary for the dec�s�on �s cataloged and
presented on the bas�s of predef�ned schemes and transm�tted to
central�zed dec�s�on-mak�ng bod�es, where �t �s analyzed by
compar�ng �t w�th nat�onal benchmarks. To the extent that the
�nformat�on collected �s complete and truthful, the procedure
m�n�m�zes the number of wrong dec�s�ons, even �f the adm�n�strat�ve
eff�c�ency decreases. These cred�t evaluat�on procedures are based on
the development of var�ous cred�t-scor�ng models, that help �n
pred�ct�ng f�nanc�al stress and bankruptcy problems of farmers.

Cred�t scor�ng and r�sk-rat�ng models assess the borrowers’ f�nanc�al
data �n comprehens�ve ways and they are generally based on the
follow�ng bas�c steps:

6.5. Relat�onsh�ps �n Agr�cultural
F�nance

Ident�fy key var�ables that best d�st�ngu�sh among borrowers’
cred�tworth�ness
Choose appropr�ate measures for these var�ables
We�ght the var�ables accord�ng to the�r relat�ve �mportance to the
lender
Score each loan as a we�ghted average of the respect�ve var�ables
Ass�gn the cred�t scores to the appropr�ate class

The results of these models are cons�stent �n the�r ab�l�ty to repl�cate
subject�ve loan class�f�cat�on. More recently, d�fferent models
appeared that focus on the borrower’s actual loan performance as
the val�dat�on cr�ter�on.
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Key aspects about IPARD supports �n Turkey

IPARD �s managed by the ARDSI �n Turkey and the�r counterpart �s
the Department of Manag�ng Author�ty for EU Structural Adjustment
under General D�rectorate of Agr�cultural Reform �n M�n�stry of
Agr�culture and Forestry. IPARD concerns the IPA funds ded�cated for
rural development sector. Currently, IPARD covers 42 prov�nces
w�th�n Turkey. Th�s means actors who are act�ve �n agr�culture and
l�vestock can apply for IPARD funds to modern�ze an ex�st�ng farm,
�ncrease �ts capac�ty, buy equ�pment for certa�n types of product�on
or establ�sh a brand-new fac�l�ty. W�th the 2007 sectoral agreement,
an annual average of 100 m�ll�on Euros were allocated to IPARD
projects. As the budget was transferred to the M�n�stry of Treasury
and F�nance �n 1st of January, 3 years �s g�ven to ut�l�ze th�s fund and
support the actors of rural development sector. Assum�ng the funds
are rece�ved �n 2020 from IPA and they weren’t used up by the end of
2023, the rema�n�ng amount returns to EU. 

All measures of IPARD and necessary documents for appl�cat�on �s
expla�ned �n deta�l �n ARDSI’s webs�te. When “call for proposals” open,
appl�cants are expected to develop a bus�ness plan expla�n�ng the
deta�ls of the�r �nvestment, creat�ng �ts needs and budget and apply
to get grants up to 65% of the total project cost. IPARD supports and
durat�on of call for proposals are d�ssem�nated through ARDSI’s
webs�te, b�llboards, newspapers, telev�s�ons, mukhtars and publ�c
educat�on centers. Appl�cants are requ�red to be �n compl�ance w�th
certa�n aspects such as an�mal welfare, n�trate regulat�on, occupancy
or bu�ld�ng perm�ss�ons etc. wh�ch are determ�ned accord�ng to law
and regulat�ons of EU and Republ�c of Turkey. 

6.5. Relat�onsh�ps �n Agr�cultural
F�nance
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Key aspects about IPARD supports �n Turkey

There are evaluat�on cr�ter�a wh�ch are used to rank the appl�cat�ons.
All cr�ter�a are d�splayed on the webs�te of ARDSI. After appl�cat�ons
are rece�ved and rev�ewed by the ARDSI Prov�nc�al Coord�nat�on
Un�ts, the appl�cants are �nformed about any m�ss�ng documents and
are expected to ma�nta�n them. The f�nal vers�on of the appl�cat�on �s
entered �n an onl�ne system. A f�nanc�al typo m�stake may prevent an
appl�cat�on to rece�ve award after �ts onl�ne subm�ss�on. Once the
Prov�nc�al Coord�nat�on Un�t approves el�g�ble projects, they are sent
to Project and Aud�t Select�on Comm�ss�on, wh�ch cons�sts of 7
general managers from 7 d�fferent m�n�str�es and then to Ankara to
have a nat�onal rank�ng. Accord�ng to the rank�ng, top projects are
approved to rece�ve the�r share of the IPRAD budget. For �nstance, �n
one call, 323 projects from Konya prov�nce may be approved and
rece�ve a total of 30 m�ll�on Euro and �n the next call only 35 projects
are approved and rece�ve a total budget of 6 m�ll�on Euros for the
awarded projects. Accord�ng to the procedure, the payment
coord�nator at the central ARDSI makes the grant payments.

Effect of trustworth�ness �n cooperat�on

In less formal�zed s�tuat�ons the �mportance of relat�onsh�ps �s st�ll
relevant. Relat�onsh�ps develop through �nteract�ons between part�es
over t�me and across mult�ple f�nanc�al products and serv�ces. They
�nvolve the generat�on of rel�able and accurate �nformat�on about the
part�es, �ts use �n evaluat�ng cred�tworth�ness, �ts �mpact on the
reduct�on of agency costs and of adverse select�on and moral hazard. 

6.5. Relat�onsh�ps �n Agr�cultural
F�nance
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Effect of trustworth�ness �n cooperat�on

An example of how reputat�on and exper�ence offer a solut�on to the
asymmetry of �nformat�on and �ncent�ves �n the real world �s g�ven by
leas�ng arrangements: the �nformat�on conveyed by relat�onsh�p are
generally suff�c�ent to transform a short-term contract �nto a longer-
term f�nanc�al agreement.
Also, trade f�nanc�ng of farmers �s a long-stand�ng pract�ce based on
relat�onsh�ps. The local merchant, sell�ng �nputs or buy�ng farm
products, served as a cred�t source long before the presence of
f�nanc�al �nst�tut�ons. The trade f�rm’s customer relat�onsh�p y�elds
extens�ve �nformat�on about farmer’s management ab�l�ty, bus�ness
pract�ces and f�nanc�al performances: th�s �nformat�on contr�butes
�mportantly to the evaluat�on of cred�tworth�ness.

The concept of soc�al cap�tal represents a d�fferent approach to the
pr�nc�pal-agent analys�s.

It �s def�ned as the sympathy (ant�pathy) one person has toward
another person. The sympathet�c (ant�pathet�c) person �s sa�d to
supply soc�al cap�tal, wh�le the other person �s sa�d to possess soc�al
cap�tal. It represents a resource of �nd�v�duals that ar�ses from the�r
soc�al t�es. It �s the carry�ng out of mutually benef�c�al act�v�t�es that
promote a sense of the common good. It �s the ab�l�ty to have
collect�ve expectat�ons that affect the econom�c goals of every
member. In br�ef, �t �s a descr�pt�on of the average level of trust
among members of a commun�ty. Dur�ng the act�v�t�es of th�s
project, the consultant became conv�nced that the average level of
trust �n rural commun�t�es �s relat�vely low compared to that of other
European countr�es.

 

6.5. Relat�onsh�ps �n Agr�cultural
F�nance
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Effect of trustworth�ness �n cooperat�on

One appl�cat�on of th�s concept �s that of the relat�onsh�p between a
pr�nc�pal and her agent: �f the landlord has soc�al cap�tal w�th her
tenant, the tenant m�ght act �n the �nterest of the landlord w�thout
the need for a contract to alter her �ncent�ves. One may expect to f�nd
a preference for landlords to lease to close fr�ends and fam�ly: �ndeed,
�n some stud�es �t was found that the large major�ty of the
part�c�pants �n share lease and cash lease were close fr�ends or fam�ly.

Soc�al cap�tal �s not l�kely to change the probab�l�ty of a very good
loan or a very bad loan be�ng approved or d�sapproved: however, for
those loans �n between, �t �ncreases s�gn�f�cantly the probab�l�ty of
approval. 

Transact�ons and mon�tor�ng costs are reduced because soc�al cap�tal
reduces the �ncent�ve for explo�t�ve behav�or that produces negat�ve
external�t�es, and �t �ncreases the �ncent�ve to meet contractual
obl�gat�ons.

In econom�es w�th h�gh transact�on costs assoc�ated w�th l�m�ted
�nformat�on and enforcement ab�l�ty, f�nanc�al transact�ons between
the soc�al cap�tal endowed are more prevalent. Successful
agr�cultural cred�t programs �n develop�ng countr�es are rare: most of
them fa�led because of loan recovery problems and excess�ve
transact�on costs. On the other s�de, �nformal f�nance systems �n
these countr�es mob�l�ze and allocate large amounts of voluntary
sav�ngs wh�le banks have trouble attract�ng depos�ts.

 

6.5. Relat�onsh�ps �n Agr�cultural
F�nance
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Effect of trustworth�ness �n cooperat�on

The f�nanc�al measures of the European agr�cultural pol�cy apply to
very d�fferent econom�c and soc�al s�tuat�ons: and yet there are many
�nd�cators show�ng that they are prone to adverse select�on and
produce non eff�c�ent outcomes. 

One of the factors that can determ�ne th�s type of s�tuat�on �s the fact
that the publ�c adm�n�strators of the ava�lable funds are judged on
the quant�ty of resources they d�str�bute rather than the sum of the
results of the �nd�v�dual benef�c�ary farmers �n terms of lower costs or
h�gher product�on value. The appl�cat�ons for subs�d�es are
accompan�ed by a deta�led request for techn�cal �nformat�on that
appears complete but fa�ls to prov�de the �nformat�on that a
profess�onal banker would need to evaluate the performances of a
loan. Th�s problem clearly occurs more often �n all cases �n wh�ch the
requested a�d takes the form of a grant. The result �s that �n many
cases the purchase of equ�pment and mach�nery �s f�nanced w�thout
a reasonable certa�nty that these w�ll produce a long-term
�mprovement �n the product�on processes of compan�es.

 

6.5. Relat�onsh�ps �n Agr�cultural
F�nance
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The expectat�ons of lenders (�nvestors) have clearly a major role �n
agr�cultural f�nanc�ng, they determ�ne the aggregate supply of cred�t
and thus are �mportant for farmers, the potent�al borrowers.

Model portfol�os are a d�vers�f�ed group of assets des�gned to ach�eve
an expected return w�th a correspond�ng r�sk. Investors use them to
blend asset classes and to ach�eve d�vers�f�cat�on: some of these
assets can be equ�ty or debt of farms. More advanced agr�cultural
pol�cy measures that are des�gned to prov�de or to fac�l�tate
agr�cultural f�nance use portfol�o theory to f�nd the des�red
comb�nat�on of assets that def�ne r�sk eff�c�ent set.

The �nvestor’s object�ve funct�on �s generally expressed as the
max�m�zat�on of her expected ut�l�ty. Under cond�t�ons of r�sk the
object�ve funct�on �s mod�f�ed to account for the source and the
magn�tude of r�sk and for the �nvestor’s att�tude toward r�sk. In th�s
way �t becomes clear how the �nvestor’s att�tude �nfluences the
preferred relat�onsh�p between debt and equ�ty, that �s the opt�mal
f�nanc�al structure. Th�s model can also be useful to the borrower as �t
helps h�m to understand the opt�mal comb�nat�on for the lender and
therefore to adjust h�s requests. Farmers’ rel�ance on cred�t as a
source of l�qu�d�ty �ntroduces r�sks �n terms of lenders’ response to
chang�ng cond�t�ons �n agr�culture and �n f�nanc�al markets that
�nfluence the�r lend�ng dec�s�ons and result�ng cred�t ava�lab�l�ty.
These uncerta�n responses make cred�t a random var�able and cred�t
r�sk becomes another element of farmers’ portfol�o r�sk, that �ncreases
w�th f�nanc�al leverage and �nfluences farmers’ debt use.

6.6. R�sk and F�nanc�al Structure



Cons�der a r�sk-averse farmer who must choose a level of debt w�th
wh�ch to leverage equ�ty �n f�nanc�ng r�sky product�on w�th total
assets . R�sk �s treated �n probab�l�st�c terms w�th var�ance used to
measure l�kel�hoods of events occurr�ng that produce results less
then expected.

W�th standard assumpt�ons about farmer’s ut�l�ty funct�on depend�ng
on the level of prof�t π,
�n the case of a determ�n�st�c �nterest rate, and the cost of debt , the
opt�mal debt D° can be computed from the f�rst order cond�t�on for
an expected ut�l�ty max�m�z�ng debt level. It depends on the equ�ty
cap�tal E and on the expected return        of the r�sky asset:
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6.6. R�sk and F�nanc�al Structure

where      �s the var�ance of the r�sky asset and λ�s the borrower’s level
of r�sk avers�on.  D�fferent�at�ng w�th respect to the var�ous var�ables
show the comparat�ve stat�c propert�es. 
For example:

that �s, opt�mum debt �s pos�t�vely related to changes �n expected returns
and

�t �s �nversely related to the var�ance of returns.  When the cred�t r�sk �s
�ntroduced by mak�ng the cost of cred�t �a random var�able, a s�m�lar
reason�ng �nd�cates that �t w�ll mostly �mply a lower use of debt,
conf�rm�ng the �ntu�t�ve �dea that farmers, other th�ngs be�ng equal,
prefer f�xed rate loans.
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Look�ng at these results from both the po�nt of v�ew of the borrowers
and the lenders, �t �s clear that greater bus�ness r�sk �s assoc�ated w�th
h�gher borrow�ng costs, thus favor�ng lower leverage. The same result
�s g�ven by a relat�vely h�gh var�ab�l�ty �n the ava�lab�l�ty of cred�t,
whether �t comes from rural banks or from agr�cultural pol�cy
measures.

In advanced econom�es the med�an value of the D/E  rat�o �s around
0,65 for all �ndustr�es, wh�le �t �s around 0,45 for the agr�cultural sector,
where there �s less f�nanc�al leverage: th�s �nd�cates that farms are not
tak�ng advantage of the �ncreased prof�ts that f�nanc�al leverage may
br�ng. However, th�s can also be a result of a sector where there �s not
a stable and s�gn�f�cant cash flow generat�on that can susta�n a safe
repayment of loans.

The Turk�sh FADN database for 2019 allows us to try est�mate the  D/E
rat�o for 1.195 farms. We used the var�able net worth (SE501) as a proxy
for equ�ty and the var�able total l�ab�l�t�es (SE485) for debts.
Unfortunately the med�an �s -1,17, an �ndex that does not lend �tself to
an easy �nterpretat�on. Wh�le the negat�ve s�gn �s probably due the
systemat�c error of many negat�ve networths, the value of the �ndex
would mean that the farm�ng sector �s unusually h�gly leveraged.

6.6. R�sk and F�nanc�al Structure
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From the po�nt of v�ew of the farmer and of the lender, the appra�sal
of an �nvestment �s �mportant: both would l�ke to know �f the cost of
the loan w�ll be compat�ble w�th future cash flows. An �nvestment
may be l�m�ted to just one of the enterpr�ses of a farm but �n many
cases �t w�ll affect the eff�c�ency of d�fferent process �n many
enterpr�ses. In th�s last case the appra�sal requ�res more data and the
est�mat�on of more factors, but the bas�c pr�nc�ple rema�n the same:
the net present value of the sum of the yearly cash flows m�nus the
asset’s �n�t�al �nvestment requ�rement should be pos�t�ve.

6.7. Investment Appra�sal

where �s the d�scount coeff�cent 

� based on �, the �nterest rate, and are respect�vely the asset's
term�nal and �n�t�al value. 

The d�scount coeff�c�ent �s used for two ma�n reasons: to account for
the temporal preference or the t�me value of money and to adjust for
the r�sk of an �nvestment opportun�ty. The f�rst reason �s necessary
because money �s more valuable the sooner �t �s rece�ved: not�ce that
for any �, t>0 the coeff�c�ent �s less than the un�ty and �t d�m�n�shes the
value of the cash flow. The second reason reflects the fact that
�nvestments have d�fferent r�sks: the probab�l�ty of rece�v�ng a cash
flow from a government bond �s h�gher than the probab�l�ty of
rece�v�ng a cash flow from a young Internet startup.
However, the � used to compute the NPV by debt �s often the cost of
the debt �tself, �n such a way that that the result�ng NPV �s
mean�ngful for the lender. The alternat�ve way �s to cons�der the cost
of debt among the yearly costs, thus d�m�n�sh�ng the net cash flows
before d�scount�ng them: �n th�s case the model �s adapted to an
entrepreneur that �s try�ng to understand her own prof�tab�l�ty.



Cost of Investment S�tuat�on – GoalEst�mated D�scounted Benef�ts

Equ�ty + Debt
gross rece�pts= rece�pts –
operat�ng costs (taxes and
�nterest cost are not subtracted
from rece�pts)

Th�s type of IRR �s computed
w�thout regard of d�fferent types
of f�nanc�ng. It tells us that the
project can afford a certa�n
amount of �nterest costs
Th�s �s also useful to rank
alternat�ve projects that compete
for the same cap�tal

Domest�c Econom�c rate of
return

Equ�ty

Equ�ty + Debt

cash-flows: total resources –
total uses: prof�t after �nterest,
costs and taxes are pos�t�ve
component of cash flows

d�scounted sum of
domest�c value added

Th�s �s called the F�nanc�al rate
of return, FRR: �t �s focused on
the entrepreneur that g�ves
equ�ty to the project

Nat�onal Econom�c rate of
returnEqu�ty + Debt d�scounted sum of

nat�onal value added

G�ven a pos�t�ve NPV, by �ncreas�ng the �nterest rate �t �s poss�ble to
make a sens�b�l�ty analys�s of the �nvestment under the var�able cost
of f�nance. Moreover, when the NPV equals zero, then we call the
assoc�ated value of the �nternal rate of return: prof�tab�l�ty �s based on
a compar�son of the IRR to the average cost of cap�tal.

The ent�re methodology of NPV �s based on compar�sons: on one s�de
the cost of the �nvestment and on the other s�de some form of
est�mated benef�ts, d�scounted and summed over the l�fe span of the
project.

The cho�ce of terms of compar�son, �n part�cular the k�nd of est�mated
benef�ts, adapts the concepts of NPV an IRR to d�fferent s�tuat�ons
and goals:
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a base level     that reflects the temporal preference, also called
the soc�al t�me preference rate or soc�al d�scount rate, ma�nly used
�n �ntra-generat�onal projects.
    and      , respect�vely �nterest on equ�ty and debt that reflect the
r�sk of the project and the level of r�sk avers�on of the
entrepreneur and of the lenders, generat�ng the appropr�ate level
of cap�tal remunerat�on.

Eventually, the  �s composed of d�fferent rates: 
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6.7. Investment Appra�sal

6.8. Publ�c F�nanc�ng of
Agr�cultural Projects

Farms are typ�cally cap�tal �ntens�ve, geograph�cally d�spersed, l�m�ted
�n scale and scope and character�zed by lengthy product�on
processes. In develop�ng econom�es the rap�d �ncrease of agr�cultural
product�v�ty lead to a decrease of farm pr�ces relat�ve to pr�ces of
other sectors of the economy. Farms are subject to s�gn�f�cant
bus�ness r�sks and to cycl�cal sw�ngs �n econom�c cond�t�ons, often
result�ng �n l�qu�d�ty problems at spec�al�zed lend�ng �nst�tut�ons
serv�ng agr�culture. Imbalances �n needs for and ava�lab�l�ty of local
market funds requ�re rel�able access to non local sources of funds.
However, non local fund�ng �s challenged because relat�onsh�ps
between agr�cultural borrowers and the�r lenders typ�cally are based
on strong rel�ance on reputat�ons, personal fam�l�ar�ty and soc�al
closeness. Sk�lls �n farmers’ f�nanc�al management and the qual�ty of
the�r f�nanc�al �nformat�on also are more l�m�ted �n agr�cultural
lend�ng.
In l�ght of these character�st�cs, the ava�lab�l�ty of compet�t�vely
pr�ced, dependable cred�t for agr�cultural borrowers has long been an
�mportant pol�cy �ssue. Hence, publ�c cred�t programs often play
s�gn�f�cant roles �n enhanc�ng market development and ensur�ng
cred�t ava�lab�l�ty.



Small, part-t�me or l�m�ted -resource farms rema�n large �n numbers,
but relat�vely small �n terms of econom�c contr�but�on. In developed
countr�es, small farms often rely heav�ly on non-farm employment as
a source of �ncome. In less developed countr�es small farmers often
operate at subs�stence levels. In developed countr�es the f�nanc�ng
needs of small farms are �ncreas�ngly treated as consumer-type loans
by commerc�al lenders, w�th cred�t scor�ng and h�gher �nterest rates
used to offset the h�gh serv�c�ng costs of small loans.
Publ�c cred�t programs are �ntended to e�ther correct a market
�mperfect�on, f�ll a gap �n the work�ngs of cred�t markets, or ach�eve a
publ�c purpose through the re-allocat�on of resources or
red�str�but�on of �ncome �n the economy.
On one hand, there �s a clear goal for government act�ons: a f�nanc�al
market's pr�mary funct�on �s to fac�l�tate f�nanc�al �nter-med�at�on by
adjust�ng the l�qu�d�ty and r�sk pos�t�ons of savers and �nvestors.
Extens�ve government regulat�on contr�butes to market effect�veness
by foster�ng conf�dence, trust, and d�sc�pl�ne among market
part�c�pants.
Pr�vate cred�t and f�nanc�al serv�ces (�dent�f�cat�on and mon�tor�ng of
the most prom�s�ng farms and prospect�ve �nvestments) are clearly
benef�c�al to farmers. However, the benef�ts do not generally cause a
larger demand by farmers. 
In fact, the ava�lable quant�ty of f�nanc�al serv�ces and the supply of
cred�t follow the demand of cred�t, that �ncreases when the sector �s
develop�ng. In th�s sense, f�nanc�al markets are endogenous to
econom�c growth and development, they respond to underly�ng
econom�c �ncent�ves.
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when a developed agr�cultural sector does not prom�se s�gn�f�cant
rate of growth
and when a develop�ng agr�cultural sector has an excess of
farmers and farms that are not eff�c�ent.

Stud�es �n Europe and �n the US showed a h�gher proport�on of
government sponsored lend�ng to agr�culture as the growth rate of
total agr�cultural cred�t decl�nes: the government sponsored cred�t
f�lls the gap when pr�vate sector rat�on�ng �ncreases. Th�s last
phenomenon may happen �n two cases:

The last case const�tutes the rat�onale for government �ntervent�ons
�n the agr�cultural cred�t l�ke the measures of the CAP and IPARD:
IRR’s are often qu�te low but the ava�lable cred�t helps manag�ng the
surv�val of some of the less eff�c�ent farms and the development of
the better farms. It �s �mportant to not�ce that, as many other forms of
agr�cultural subs�d�es, government sponsored cred�t are essent�ally a
red�str�but�on measure based on tax payers’ money.

Also, by ensur�ng comparat�vely low �nterest rates on debt borrowed
from banks, g�v�ng to the banks the d�fference between the normal
rate and the “agr�cultural” rate, these pol�c�es leverage on the
f�nanc�al sk�lls of profess�onal lenders and keep them �n the market
when the demand for cred�t �s not suff�c�ent to requ�re an adequate
offer.
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l�m�ted ass�stance to farmers, 
h�gh default rates, 
h�gh publ�c costs, 
non-v�able commerc�al lenders, 
regress�ve �ncome effects, 
weak mob�l�zat�on of sav�ngs and 
d�s�ncent�ves to commerc�al lenders who must comply w�th
subs�dy requ�rements. 

agr�cultural and rural borrowers need reasonable access to
f�nanc�al serv�ces from v�able lenders, rather than subs�d�zed
cred�t, and publ�c pol�cy should be d�rected to th�s end
F�nanc�al susta�nab�l�ty for both borrowers and lenders �s the
plaus�ble pol�cy goal. Such a goal w�ll contr�bute to overall
econom�c growth, to the benef�t of both borrowers and lenders. 

In agr�cultural development lend�ng, the adverse effects of
government �ntervent�on may be: 

Interest rate subs�d�es are espec�ally problemat�c, creat�ng excess
demand for loans and un�ntended structural consequences. Cred�t
subs�d�es also create adverse �ncent�ves for borrowers who v�ew loans
as a g�ft or grant, and for lenders who become lax �n screen�ng loan
appl�cants and mon�tor�ng loan performance.

There �s consensus �n the l�terature about government �ntervent�on �n
the agr�cultural cred�t market:

Nonetheless, subs�d�zed cred�t programs rema�n w�despread and play
�mportant roles �n �nternat�onal lend�ng programs.6.
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Because of the d�ff�cult�es seen above, �n developed countr�es, among
the forms of publ�c cred�t, the emphas�s has clearly sh�fted away from
d�rect publ�c loans toward publ�cly guaranteed loans by commerc�al
lenders. Loan guarantees prov�de lower subs�d�es than d�rect loans,
espec�ally s�nce d�rect loans are seldom pr�ced to cover the
government's full cost of fund�ng, adm�n�ster�ng, and r�sk-bear�ng.
Pr�c�ng for r�sk through fees and prem�ums �s more expl�c�t w�th a
loan guarantee. Loan guarantees also d�splace fewer f�nanc�al market
resources, offer greater l�qu�d�ty for loan sales by �nst�tut�ons, and
prov�de greater use of pr�vate lender's knowledge and exper�ence for
loan or�g�nat�on, serv�c�ng, and management. Coupled w�th
guarantees, t�me l�m�tat�ons on borrowers' use of guarantee
programs also help to reduce moral hazard behav�or and encourage
t�mely graduat�on of borrowers to commerc�al sources of cred�t.
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6.10. From D�rect Loans to
Collateral

6.11. D�rect Publ�c Loans

Notw�thstand�ng these problems, most countr�es have agr�cultural
pol�c�es that compr�se measures to d�rectly f�nance development
projects �n agr�culture. Hence, the need for select�ng the best projects
ar�ses. At an aggregate level, the NPV and the IRR are a methodology
that allows the government to compare d�fferent projects. The
resources ava�lable are l�m�ted and the select�on of projects allows
them to be allocated �n the most eff�c�ent way. In general, the
measures of rural development programs �dent�fy spec�f�c areas of
�ntervent�on, w�th�n wh�ch �t �s necessary to select the best projects.



6.
 P

R
IN

C
IP

LE
S 

O
F

A
G

R
IC

U
LT

U
R

A
L 

FI
N

A
N

C
IN

G
 

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
tarafından finanse edilmektedir.

 

R E P O R T  O N  C O L L E C T İ V E  M O D E L S  F O R  D E V E L O P M E N T  O F  S M A L L  F A R M E R S

6.11. D�rect Publ�c Loans

In most European countr�es, the ava�lable funds are d�str�buted at a
reg�onal level and the select�on �s made among appl�cat�ons for a�d
rece�ved by reg�onal adm�n�strat�ons. Nat�onal development plans
ensure the necessary coherence of cho�ces. Obv�ously, th�s
decentral�zed solut�on has h�gher adm�n�strat�ve costs but �t allows
both the growth of the management capac�ty of the reg�onal publ�c
personnel and a better control capac�ty due to the geograph�cal
prox�m�ty w�th the entrepreneurs who make the �nvestments. When
the select�on takes place at a nat�onal rather than a reg�onal level, �t �s
l�kely that the evaluat�on of �nd�v�dual projects may not suff�c�ently
take �nto account the�r added value w�th regard to the local economy
and soc�ety.

The ex�stence of a publ�cly shared cr�ter�on for the select�on of
projects to be f�nanced �s a fundamental cond�t�on for transparency
�n the use of publ�c a�d. W�thout a clear �dent�f�cat�on of the cr�ter�a,
and the publ�cat�on of the select�on documents, the cho�ces of the
projects to be f�nanced appear arb�trary and may be the result of
favor�t�sm and confl�ct of �nterest. Cred�t programs are vulnerable to
pol�t�cal �ncent�ves. Unfortunately, �t �s often d�ff�cult for
adm�n�strat�ons to ensure transparency cond�t�ons due to the
object�ve complex�ty to evaluate a large number of projects. Th�s
complex�ty can be s�mpl�f�ed �n several ways. 

One of them �s to prov�de appl�cants w�th standard pr�ces to use �n
the calculat�on of the NPV. In th�s way �t �s at least clear that a larger
IRR �s not due to overest�mat�ng future pr�ces of products: quant�t�es
of products and the eff�c�ency of the appl�ed technology rema�n
respons�ble for �ts value. The error and the uncerta�nty assoc�ated to
an est�mat�on are reduced and compar�sons among d�fferent projects
are eas�er to make.
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6.11. D�rect Publ�c Loans

Often the ava�lab�l�ty of publ�c resources �s s�gn�f�cantly lower than
those requ�red by the subm�tted a�d appl�cat�ons. For th�s reason,
somet�mes the extremely s�mpl�f�ed pract�ce of f�rst-past-the-post �s
used: an exact date �s set and �t �s announced that the a�d
appl�cat�ons subm�tted from that date w�ll be f�nanced unt�l the funds
are exhausted.

Normally, a�d appl�cat�ons are selected from farmers who undertake
to �mplement the measures, under the constra�nt of the resources
ava�lable for those measures �n a certa�n area. Some US
adm�n�strat�ons use a d�fferent pol�cy. They ask farmers to subm�t
offers for the �mplementat�on of measures, for example, works to
conta�n so�l eros�on, and choose to f�nance the best offers. Th�s
system has the advantage of reveal�ng the cost at wh�ch farmers can
�mplement the measures, and of mak�ng publ�c spend�ng more
eff�c�ent.
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The Nat�onal Rural Networks, wh�ch have been establ�shed
�n all EU countr�es and Turkey and have been �mplement�ng
jo�nt programs s�nce 2008, work w�th�n the framework of the
ENRD (European Network for Rural Development) and are a
s�gn�f�cant component of EU agr�cultural pol�cy. The
establ�shment of Nat�onal Rural Network (NRN) �n Turkey
was announced on 28 November 2017 �n a well-attended
event organ�zed by the Manag�ng Author�ty.

Rural network�ng a�ms to �mplement rural development
programs �n a more effect�ve and part�c�patory way, develop
better programs and ensure coord�nat�on between ex�st�ng
programs. In add�t�on, �t seeks to bu�ld close relat�onsh�ps
w�th other networks, �n part�cular, to establ�sh and develop
an exchange of exper�ences and cross-border cooperat�on,
thus d�ssem�nat�ng examples of good pract�ce. 

7.  IPARD Program and Nat�onal
Rural Network Act�v�tes

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
tarafından finanse edilmektedir.

 



The object�ves of the nat�onal rural network �n the f�eld of
agr�culture and rural development are:

R E P O R T  O N  C O L L E C T İ V E  M O D E L S  F O R  D E V E L O P M E N T  O F  S M A L L  F A R M E R S

7.
  I

P
A

R
D

 P
R

O
G

R
A

M
 A

N
D

  
 N

R
N

 A
C

TI
V

IT
IE

S
 

7.  IPARD Program and Nat�onal
Rural Network Act�v�tes

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
tarafından finanse edilmektedir.

 

Strengthen the part�c�pat�on of small farmers �n the

�mplementat�on of rural development,

Improve the qual�ty of rural development program

�mplementat�on,

Inform�ng the general publ�c and potent�al buyers

about rural development pol�cy and fund�ng

opportun�t�es,

Support the mon�tor�ng and evaluat�on capac�t�es of

all small farmers,,

Contr�bute to the d�ssem�nat�on of the results of the

CAP strateg�c plans,

Pursue stud�es on the development and

�mplementat�on of �nnovat�ons �n agr�culture, food

product�on, forestry, and rural areas,

To cont�nue �ts work towards the fundamental

object�ves. The general understand�ng and bas�s of

the network �s the exchange of exper�ences through

togetherness, trust, and cooperat�on.

The Nat�onal Rural Network plays a key role �n the development of
rural areas. One of �ts s�gn�f�cant funct�ons �s transferr�ng
�nformat�on, exchange of exper�ence, and cooperat�on between
local rural development actors. The rural development pol�cy
follows a bottom-up approach that encourages the part�c�pat�on of
representat�ves of the sector and other actors �n rural areas.
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Part�c�pants �n the stud�es on the nat�onal rural network:
relevant publ�c �nst�tut�ons, local governments, un�vers�t�es,
research centers, producer organ�zat�ons, reg�onal
development agenc�es, representat�ves of local
governments, the pr�vate sector, farmers, non-governmental
organ�zat�ons, women's assoc�at�ons, and cooperat�ves, as
well as local act�on groups establ�shed �n 12 prov�nces under
the "LEADER measure." YEG) are represented.
 
In add�t�on to the Common Agr�cultural Pol�cy network for
the networks of organ�zat�ons and adm�n�strat�ons, adv�sors,
researchers, and other �nnovat�on actors �n the f�eld of
agr�culture and rural development, the Common
Agr�cultural Pol�cy network for organ�z�ng support to the
CAP Strateg�c Plan was s�gn�f�cant for the concept of the
Nat�onal Rural Development Network �n the IPARD III per�od.
It w�ll be a resource. The nat�onal OTP networks w�ll be part
of the European network for OTP.

The object�ves of th�s network, wh�ch vary accord�ng to the
adm�n�strat�ve structure chosen by EU members or
�nd�v�dual countr�es/states, are: Network�ng of agr�cultural
adv�sors and support act�v�t�es for farmers Promot�ng
�nnovat�on �n agr�culture, food product�on, forestry, and rural
areas �s the subject of nat�onal and EU programs. 

7.  IPARD Program and Nat�onal
Rural Network Act�v�tes
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NRN �s necessary for test�ng new products and processes �n
agr�culture, food, and forestry w�th�n a farm group
organ�zat�on that br�ngs together LAGs farmers, researchers,
and agr�cultural adv�sors.

The role of the NRN, wh�ch �s techn�cal support for
�mplement�ng rural development programs, �s not l�m�ted �n
th�s respect. S�gn�f�cant themat�c stud�es have been carr�ed
out for farmers �n the nat�onal rural network, cont�nu�ng
stud�es. Accord�ng to the themat�c stud�es, one of the NRN
act�v�t�es �s the project "Techn�cal ass�stance for the
development of common appl�cat�on models for small
farmers."

Among the NRN act�v�t�es, the conduct of themat�c stud�es
to exchange knowledge and exper�ences on �ssues
cons�dered pr�or�t�es for rural development occup�es a
s�gn�f�cant place. The NRN establ�shes themat�c work�ng
groups based on rural development pr�or�t�es. The themat�c
work�ng groups were establ�shed to al�gn the lead�ng actors
or �nst�tut�onal representat�ves on the�r themes and draw up
a part�c�patory approach and a strategy and act�on plan on
the subject they are address�ng.

7.  IPARD Program and Nat�onal
Rural Network Act�v�tes
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The themat�c work�ng groups are pr�mar�ly expected to
contr�bute to the �mplementat�on of rural development
programs. These groups prov�de the �mpetus for �nnovat�ve
approaches to �mprove knowledge on spec�f�c �ssues among
relevant small farmers. The exchange of �nformat�on ga�ned
through the themes �n wh�ch these groups are act�ve
prov�des a better understand�ng of rural development
pr�nc�ples and d�fferent pract�ces. The themat�c work�ng
groups' act�v�t�es also help generate �deas to ra�se awareness
of s�gn�f�cant �ssues at the pol�cy level and des�gn,
�mplement, and �mprove rural development strateg�es that
lead to solut�ons to these �ssues.

The themat�c work�ng groups establ�shed under the
Nat�onal Rural Network have conducted stud�es on e�ght
themes. The Themat�c Work�ng Group on Small Farmer
Support �s one of these e�ght work�ng groups. The Themat�c
Work�ng Group on Small Farmer Support a�ms to �dent�fy
enterpr�ses that are not covered by current rural
development programs and propose a support system that
�ncludes them. Although the target group of the study �s all
small enterpr�ses, the support measures proposed for them
are l�nked to the IPARD program as much as poss�ble.

7.  IPARD Program and Nat�onal
Rural Network Act�v�tes

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
tarafından finanse edilmektedir.

 



R E P O R T  O N  C O L L E C T İ V E  M O D E L S  F O R  D E V E L O P M E N T  O F  S M A L L  F A R M E R S

7.
  I

P
A

R
D

 P
R

O
G

R
A

M
 A

N
D

  
 N

R
N

 A
C

TI
V

IT
IE

S
 

7.  IPARD Program and Nat�onal
Rural Network Act�v�tes

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
tarafından finanse edilmektedir.

 

Throughout the project, the follow�ng ent�t�es were �nvest�gated to
determ�ne the success factors, allow�ng them to apply and rece�ve
an award from IPARD or other rural development funds: 

As per the graphs shown under
the 2.1.1 t�tle, �t may be stated
that hav�ng cap�tal to �nvest or
to have the fores�ght to pay
back a bank loan makes rural
support appl�cat�ons more
�nterest�ng for hold�ngs and
cooperat�ves. 

As the �n�t�al workload �s h�gh
and return on �nvestment �s low
�n the f�rst years of a bus�ness,
cooperat�ves seem to share the
workload compared to s�ngle-
person ent�t�es and create the
synergy to support the�r
bus�ness unt�l �t starts
generat�ng proper �ncome. For
�nstance, the women �n Afşar
Bala'm cooperat�ve stated that
they worked �n turns for long
hours and l�ttle payment �n the
beg�nn�ng to produce enough
to meet the �ncom�ng orders. 
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Improve the �mplementat�on of rural development programs.
Prov�de general �nformat�on to small farmers and soc�ety on
act�v�t�es/�nvestments that can benef�t from rural
development programs.

In add�t�on to the above-ment�oned successful �mplementat�on,
many other cooperat�ves and un�ons were met throughout the
project. We would l�ke to po�nt out a cr�t�cal fact that caught the
attent�on of �mplement�ng team. It was v�s�ble that women's
cooperat�ves were more successful �n cooperat�ng, coord�nat�ng,
and susta�n�ng the�r bus�nesses. A good example �s the Doğancı
V�llage Women's cooperat�ve, where women put �n many work
hours w�thout the expectat�on of payment �n the f�rst year and
shared equally as the�r bus�ness generated turnover. They
worked �n challeng�ng cond�t�ons for four years after
establ�shment and susta�ned the qual�ty of the�r products and
the�r bus�ness desp�te the worldw�de pandem�c. It may be
concluded that plann�ng, creat�ng trust, and synergy are key
factors to make a bus�ness susta�nable. The �dea of �nvest�ng and
appl�cat�on to a�ds follows after establ�sh�ng a sol�d bas�s for a
bus�ness. 

NRN presents good pract�ces supported by rural development
grants �n our country and a�ms to systemat�ze these act�v�t�es.
For th�s reason, exemplary methods and projects, cooperat�on
models, �nvestments, and �n�t�at�ves �n each reg�on are selected
and documented.

The collect�on of examples of good pract�ce and the�r
d�ssem�nat�on by the NRN has two ma�n object�ves:

7.  IPARD Program and Nat�onal
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Household object�ves by and large d�ctate the resources

wh�ch can be comm�tted to an act�v�ty. 

Dec�s�ons on a small farm are mostly to cater to the

fam�ly's welfare before prof�t �s cons�dered. 

Smallholder farmers are also generally character�zed by

l�m�ted educat�on levels, l�m�ted access to �nformat�on,

and l�m�ted management sk�lls and t�me to run the�r

farms eff�c�ently. 

Outdated and stra�ghtforward means of product�on are

ut�l�zed, wh�ch leads to low y�elds. 

Smallholder farmers can also be character�zed by the s�ze

of the�r p�ece of land, d�str�but�on of resources towards

the product�on of food and cash crops, and l�vestock. 

It can also be character�zed that small farmers are people

who generally have l�m�ted school�ng and �ncome. 

The Need to Access
F�nanc�al Cap�tal
Bureaucrat�cal
Challenges
Scope of the IPARD
Supports

Compl�cat�ons Dur�ng the
Appl�cat�on
Consultant Issue 
Access to Informat�on: 
Current Cooperat�ve
Leg�slat�on
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The Need to Access F�nanc�al

Cap�tal

Small farmers operate the�r farms as entrepreneurs operate
the�r farms or try. They ra�se cap�tal from mult�ple sources and
�nvest �n product�ve assets; for many, even a spade or a b�cycle
are essent�al assets. They make dec�s�ons and take both r�sks
and prof�ts. And agr�culture �nvolves many dec�s�ons: What to
plant, wh�ch �nputs to use, and how, when to plow, seed, and
harvest; how much to keep for consumpt�on �n the household
and how much to sell to ra�se cash, or how much to store. Small
farmers often make these dec�s�ons �n an econom�c
env�ronment �n wh�ch markets do not funct�on well, �f at all,
and wh�ch �s also subject to many r�sks, such as adverse
weather and pr�ce surges. And th�s has s�gn�f�cant �mpl�cat�ons
for the�r cho�ces and the�r l�vel�hoods. It also affects the�r
cho�ces on �nvest�ng �n themselves and the�r ch�ldren on how
to atta�n soc�al and human cap�tal object�ves, such as
educat�on and health. 

Nevertheless, �n today's modern markets, smallholder farmers
must overcome cons�derable constra�nts. Commerc�al�zat�on
and the transformat�on of food supply cha�ns, best reflected by
the r�se of supermarkets, offer new opportun�t�es for
smallholder farmers. But can also marg�nal�ze them, �solat�ng
them from lucrat�ve markets and mak�ng them unv�able
econom�c un�ts. 
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�s not found cred�ble by the cred�tors, 
�s reluctant to f�nd cred�t or spend the�r cap�tal equ�ty as
they are afra�d of los�ng money or bankruptcy, 
The small farmer �s reluctant to f�nd cred�ts because of the
rel�g�ous matters as be�ng part of an �nterest-based cred�t
system �s banned �n the�r rel�g�on. 

Cap�tal and cred�t constra�nts l�m�t the small farm's ab�l�ty to
use resources for opt�mum performance adequately. Farmers'
access to cap�tal �s constra�ned �n mult�ple ways, �nclud�ng
pr�ce factors, r�sk factors, transact�on factors, and access to and
ease of rural agr�cultural f�nanc�ng. Th�s sect�on w�ll focus on
the �nvestment factors dur�ng the IPARD appl�cat�on of a small
farmer. 

For a small Turk�sh farmer, there �s a desperate need to reach
f�nanc�al cap�tal to apply for an IPARD project as the IPARD
requ�res the payments to be done after the f�nanc�al
�nvestment done by the farmer. Th�s d�rectly means that the
farmer must f�nance the project w�th equ�ty cap�tal or some
form of cred�t requ�r�ng a strong cash flow. Yet, the small
farmer: 
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The �nstab�l�ty of the Turk�sh L�ra's value aga�nst other
currenc�es �s also an effect for all �nvestors, �nclud�ng the small
farmers. The re�mbursement �s made �n Turk�sh L�ras, and �t
should be remembered that the re�mbursement of an IPARD
project may take substant�al t�me, r�sk�ng the value of the
re�mbursement when the process �s completed. Also, the
�nstab�l�ty of the L�ra negat�vely affects the value of the
�nvestment as the problem portrays �tself onto the L�ra amount
to be spent throughout the project, compl�cat�ng the process
of budget�ng and check�ng the cash flow. 

It can be h�ghl�ghted that some of the factors cons�dered when
lenders �ssue loans to small farmers �nclude household
demograph�cs, soc�oeconom�c and farm character�st�cs. The
age of a small farmer and the educat�onal level of a farmer
apply�ng for cred�t �s cruc�al. Cred�t �nst�tut�ons prefer lend�ng
to farmers who fall w�th�n the econom�cally act�ve age group. 

On the other hand, educat�on g�ves �ns�ght to cred�t prov�ders
of product�ve opportun�t�es ava�lable to the farmer and the
capac�ty to understand loan evaluat�on procedures. Cred�t
prov�ders and �nsurance f�rms are not keen to deal w�th small
farmers because they pose a covar�ant r�sk due to factors l�ke
adverse weather cond�t�ons, moral hazards, and ant�-select�on.
These factors force lend�ng compan�es to be extra v�g�lant
dur�ng the mon�tor�ng of cl�ents and, �n the process, �ncur
h�gher transact�on costs. 
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It can also be argued that conduct�ng many small cred�t
transact�ons for small farmers, l�ke check�ng for
cred�tworth�ness, collateral ver�f�cat�on, and mon�tor�ng of loan
repayments, �mpl�es extra expenses wh�ch some borrowed by
these small farmers cannot just�fy. 

It was noted that �t �s a challenge for farmers to reach cred�t
opportun�t�es as they do not comply w�th the f�nanc�al requests
from the banks. For these reasons, farmers try to solve f�nanc�al
problems by lend�ng funds from the�r relat�ves/acqua�ntances. 

Rel�g�ous cons�derat�ons also str�ke as a hamper�ng reason for
small farmers to seek cred�t opportun�t�es as they bel�eve that
be�ng a part of an �nterest system (cred�t) �s frowned by the
rel�g�on. 

Bureaucrat�cal Challenges
Even �f the farmer somehow reaches the cap�tal, they must
challenge the bureaucrat�cal �ssues. The IPARD appl�cat�on
requ�res the farmer to subm�t var�ous bureaucrat�cal
documents such as cert�f�cates of ownersh�p, bu�ld�ng use
perm�ts, etc. Reach�ng those documents �s a long and t�me-
consum�ng process for both the farmer and the �nst�tut�ons
�ssu�ng those documents �n many cases. 
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Compl�cat�ons Dur�ng the

Appl�cat�on

Small farmers f�nd the IPARD appl�cat�on processes heav�ly
compl�cated �n terms of paperwork to be stud�ed and
prepared, caus�ng reluctance to prepare a project report. Th�s
s�tuat�on also needs a desperate need to cooperate w�th a
consultant. However, even �f they h�re a consultant to prepare
the appl�cat�on package, the amount of paperwork and the
volume of the techn�cal matters to be addressed force them
out of the process. 

Consultant Issue

There �s a long-stand�ng d�scuss�on of IPARD consultants.
F�rst, there are pr�vate consultants. Currently, there �s not a
network for "cert�f�cated IPARD consultants," – wh�ch means
that anyone who deems themselves as "IPARD consultants"
can �ntroduce themselves to small farmers as so. In many
cases, small farmers were negat�vely affected by the �ll-
�ntent�oned or underqual�f�ed consultants. The negat�ve
exper�ences of the peer farmers lead to reluctance to apply
for IPARD support. The unava�lab�l�ty of a rel�able
cert�f�ed/accred�ted consultant network makes the small
farmer vulnerable to �ll-�ntended consultants and vary�ng
consultancy pr�ces and capab�l�t�es. 
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The ARDSI took steps to challenge the �ssue. In order to enable
entrepreneurs to benef�t more effect�vely from rural
development supports, cooperat�on protocols were s�gned w�th
producer organ�zat�ons and profess�onal organ�zat�ons (9), and
small �nvestors were g�ven the opportun�ty to prepare IPARD
rural development projects free of charge. In accordance w�th
the �nst�tut�onal procedures, the organ�zat�ons would subm�t a
pr�ce offer for the projects they would prepare and would not
charge any fee from the appl�cant dur�ng the preparat�on
process of the project. In case the prepared project was
accepted by the Inst�tut�on, after s�gn�ng a contract w�th the
Inst�tut�on, the �nvestor should pay the project preparat�on fee
to the relevant organ�zat�on �n return for an �nvo�ce over the
amount determ�ned �n the pr�ce offer and subm�t the �nvo�ce to
the Inst�tut�on w�th the payment request package. After
complet�ng the necessary exam�nat�ons, ARDSI would pay the
�nvestor the amount to be calculated accord�ng to the grant
rate �n the project as support. W�th the "Cooperat�on Protocols"
s�gned, the expend�tures made by small �nvestors dur�ng the
project preparat�on phase would be reduced, and �f the ARDSI
d�d not approve the projects, �nvestors would not have to make
an advance payment. The cooperat�on protocols a�med to
�ncrease the number of projects su�table for the needs of the
sector and benef�t more bus�nesses from IPARD grants. 
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Access to Informat�on

There �s a d�rect relat�onsh�p between access to relevant and
pract�cal �nformat�on and agr�cultural development. Access to
agr�cultural �nformat�on can help small-scale farmers to
�mprove product�on capac�ty, as well as to access better
remunerat�ve markets. Rural commun�t�es urgently need
bas�c educat�on on farm�ng. Although smallholder farmers
have passed on trad�t�onal and �nd�genous farm�ng
knowledge from generat�on to generat�on, th�s �nformat�on �s
no longer adequate �n th�s day and age. For that reason,
farmers need to comb�ne trad�t�onal and �nd�genous farm�ng
knowledge w�th recent sc�ent�f�c approaches. Women,
�nd�genous farmers, and young people are by and large
depr�ved of tra�n�ng and up-to-date �nformat�on. Compared
to the�r male counterparts, women generally had much less
access to �nformat�on through agr�cultural extens�on serv�ces
s�nce women were not regarded as agr�cultural dec�s�on-
makers. 

Scope of the IPARD Supports

It was noted by many small farmers that the range of the
IPARD supports �s too comprehens�ve when compared w�th
the urgent needs of average small farmers. Wh�le small
farmers pr�or�t�ze more urgent but less costly needs such as
mach�nery and equ�pment, IPARD projects prom�se larger-
scale �nvestments that requ�re the small farmer to tackle
f�nanc�al, techn�cal, and bureaucrat�c �ssues d�scussed above. 
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Current Cooperat�ve Leg�slat�on

Although agr�cultural un�ons/assoc�at�ons are g�ven extra
po�nts when evaluat�ng an appl�cat�on package, th�s does not
prov�de enough boost to prov�de for more appl�cat�ons. Also,
some farmers noted that many d�rectors of the cooperat�ves,
un�ons, and assoc�at�ons abuse the�r power to explo�t
personal benef�ts �n var�ous ways, d�scourag�ng them from
sett�ng up cooperat�on w�th these bod�es. Amendments �n
the legal framework of these ent�t�es were strongly
recommended by the small farmers to address the �ssues
ment�oned and ensure a more democrat�c, transparent, and
accountable structure. It was add�t�onally noted that the
agr�cultural assoc�at�ons and un�ons are f�nanc�ally and
techn�cally weak, though they may have acted as a catalyst to
conv�nce farmers to seek supports. It was noted that �t �s
common for cooperat�ves not to have land, product�on
fac�l�t�es, or s�m�lar structures, and th�s often poses an
obstacle to apply�ng for �nvestment supports. It has been
emphas�zed that for the cooperat�ves to be eff�c�ent and long-
last�ng, they need techn�cal ass�stance, wh�ch w�ll prov�de
�mportant techn�cal ga�ns, and thus, they w�ll be strong
structures that can balance the pr�ce and demand. It �s a
common s�tuat�on for some cooperat�ves that the gu�dance
of academ�c�ans and �nst�tut�ons for �ncreased capac�t�es.
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Accord�ng to the meet�ngs w�th stakeholders, un�ons,
assoc�at�ons, cooperat�ves, local act�on groups and
development agenc�es �n the p�lot prov�nces, �t was clearly
po�nted out that trust and ab�l�ty to manage a bus�ness
together �s not one of the strong su�ts of small farmers. It was
even h�ghl�ghted by the stakeholders that many cooperat�ves
went �nact�ve due to reasons such as lack of schedul�ng for
the use of mach�nery. 
Th�s sect�on w�ll po�nt out some h�ghl�ghts that can �ncrease
the potent�al of small farmers to work collect�vely. 
Successful �mplementat�ons wh�ch were able to rece�ve funds
and �nvest �n the�r hold�ngs prov�de a set of advantages for
the area and fellows. 

For �nstance, Gököz Natural Park �n Gököz, Bursa selects

the employees from Gököz or ne�ghbour v�llages, buys

the local products for the restaurant and expla�ns

procedures and hardsh�ps to those who attempt for

s�m�lar �nvestments. 

Afşar Bala’m Cooperat�ve �n Bala, Ankara only has

members from fellow v�llagers. They buy all the�r raw

mater�als locally. They �ncorporated 10 hectares of land to

agr�cultural act�v�t�es and supported the garl�c producers

�n Bala. 

Hal�t Çeleb� who owns Harşena, produces bee products

w�th h�s fam�ly s�nce years. He �s show�ng the fellow

beekeepers how he �ncreased qual�ty, what mach�nes he

used and how he rece�ved grants from IPARD.
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Sa�tabat V�llage Women's Sol�dar�ty Assoc�at�on �n Kestel, Bursa

was establ�shed �n 2002 w�th 9 members. It �s not one of the

examples that rece�ved funds, yet the assoc�at�on �s a f�rst �n

Turkey that was founded solely by the v�llager women. It a�med

to �ncrease the self-conf�dence of women �n the v�llage,

contr�bute to the�r fam�ly budget, help�ng people �n need, and

most �mportantly, protect�ng the culture. The assoc�at�on

became a bus�ness that can serve 150 people at the end of 5

years by work�ng voluntar�ly �n the f�rst 5 years. Ms. Serm�n

Çakaloğlu, who �s the head of assoc�at�on, prov�ded leadersh�p

and f�nances �n the �n�t�al years. She earned respect by the

v�llagers, both men and women, who became a part of the

Assoc�at�on regardless of how much they earned. The

assoc�at�on created employment for the women �n need �n the

v�llage, contr�buted to the�r budget by purchas�ng the products

they made, and thus reduced the m�grat�on from the�r v�llages

to the c�ty.

Cattle Breeder’s Un�on �n Amasya �s managed by a v�s�onary

bus�nessman called Güner Aslan who g�ves �mportance to

tra�n�ng and gu�d�ng the small farmers �n d�str�cts of Amasya.

Ames�a Work�ng Bees Women’s Cooperat�ve �s one of h�s

�mportant works. He selected 15 women from d�fferent v�llages,

prov�ded them tra�n�ngs, lead them �n becom�ng a cooperat�ve

and even f�nanc�ally supported the purchase of mach�nery

together w�th the Development Agency. Now the Ames�a

Cooperat�ve purchases local hand-made good from �ts 126

members, contr�but�ng to the welfare and development of

Amasya.
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A v�s�onary leader, tra�n�ng, fa�rness, work�ng w�th devot�on are key
factors to enable and susta�n collect�ve work:

 

A leader that �s respected and followed, mot�vates people to
work and get along for the greater good. In Sa�tabat V�llage
Women's Sol�dar�ty Assoc�at�on, Ms. Serm�n Çakaloğlu has
been that role model and women we mot�vated to work for 5
years w�thout much f�nanc�al expectat�on.
Trust �s necessary �n shar�ng of resources and earn�ngs. Trust �s
ma�nta�ned from fa�rness and apprec�at�on of the work that all
employees do, regardless of �t be�ng small or b�g. Doğancı
V�llage Women's Sol�dar�ty Assoc�at�on has been keep�ng hour
logs and pay�ng every employee the equal amount whether
they were execut�ve or d�shwasher. Th�s way they apprec�ated
every effort and could also take turns to do unpreferred jobs.
At the t�mes the Assoc�at�on couldn’t earn, they d�dn’t rece�ve a
payment, �f the total �ncome would allow 3TL per hour,
everybody would get that amount by the hours they worked.
The �ncome was transparent, and women worked w�th
devot�on, putt�ng all they can �nto keep�ng the�r assoc�at�on
al�ve.
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Lastly, the cr�t�cal �mportance of collaborat�on of stakeholders
must be emphas�zed. The�r support has cruc�al �mpact on the
success and welfare of small farmers and cooperat�ves. For
�nstance, Afşar Bala’m couldn’t be what �t �s today �f the
development agency (AKA), Local Act�on Group and
Mun�c�pal�ty d�d not support them. The collaborat�on of these
stakeholders created a successful cooperat�ve wh�ch
produces w�th m�n�mum carbon footpr�nt and zero waste,
prov�des employment, supports local development and
agr�culture �n Bala.
Doğancı V�llage Women's Sol�dar�ty Assoc�at�on would not
have ex�sted �s D�str�ct Governorsh�p d�dn’t support them
w�th the appl�cat�on and �n�t�al f�nances. 
Ames�a Work�ng Bees Women’s Cooperat�ve rece�ved %100
grant �n total for the�r establ�shment, some from the
Development Agency and rest from Amasya Cattle Breeder’s
Un�on. Not to ment�on the Un�on’s tra�n�ng efforts added
pr�celess value to those women’s l�ves. 

 
In conclus�on, �t �s cr�t�cal that the small farmers are

supported, and the stakeholders work hand �n hand to make
the cond�t�ons eas�er for the small farmers. Shar�ng

resources, labour and mach�nery �s def�n�tely substant�al to
reduce costs of product�on and strengthen compet�t�veness.

An �n order to susta�n th�s, trust, fa�rness, transparency �s
necessary to create ded�cat�on and mot�vat�on.

"
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The project concerns research and evaluat�on of successful
European examples that may prov�de useful �deas and
appl�cat�ons for the Turk�sh agr�cultural sector.

10. Example of Successful
Collect�ve Bus�ness Models From
Europe
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10.1. CUMA Example �n France

The f�rst example �s an “Agr�cultural Equ�pment Use
Cooperat�ves” called CUMA (Coopérat�ves d'Ut�l�sat�on de
Matér�el). There are 11.740 CUMA �n France, �n all
departments, grouped under 10 Reg�onal Federat�ons. They
have 4.700 employees, �nclud�ng dr�vers, mechan�cs, and
managers. The average turnover �s 60.000€ per year, and
each CUMA works w�th an average of 23 farmers. Therefore,
�t �s safe to state that almost one out of two farmers �s a
CUMA member. A total of 202.000 farmers were CUMA
members �n 2017.

In France, management and account�ng assoc�at�ons (AGC)
prov�de CUMAs and the�r partner structures w�th an
account�ng serv�ce adapted to the�r spec�f�c needs and
c�rcumstances, apply�ng and adher�ng to recogn�zed
account�ng work�ng methods and standards.
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Farmers buy shares of the CUMA, wh�ch uses the cap�tal
to buy and ma�nta�n mach�nery and the equ�pment
Farmers comm�t to use the equ�pment for a f�xed
number of hours
Farmers pay for the use of the equ�pment

How It Works?

The farmers' �nvested money �s used as leverage to acqu�re
more cap�tal. On average, the cap�tal structure �s as follows:

                                               Equ�ty (farmers' shares)         14%
                                               Loans                                           65%
                                               Subs�d�zed loans                      12%
                                               Subs�d�es                                     9%

10.1. CUMA Example �n France
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10.1. CUMA Example �n France
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Sectors Purchased �n 2017Types of Equ�pment / Mach�nes

Post harvest seed stat�ons, s�lage cutters   63

Tract�on tractors, h�gh-clearance sprayers 960

Crop protect�on         sprayers, cult�vators 454

Land ma�ntenance mowers, shredders     984

Seed dr�ll�ng   dr�ll�ng mach�nes 1.105

Fert�l�zat�on
spreaders, fert�l�ser
d�str�butors

2.014

Transport and handl�ng
tra�lers, cattle trucks,
telescop�c handlers

2.529

So�l cult�vat�on cult�vators, rotary arrows 3.268

Harvest�ng comb�ne, forage and grape
harversters

4.041

Also: Wood logs and pellet, Compost�ng, D�rect dr�ll�ng, Farm saved seed, S�lage
extract�on

Ma�n Act�v�t�es :
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W�th regard to the land, he can be an owner or a tenant.
W�th regard to work, he and must carry out the act�v�ty
for a per�od of not less than 104 days per year.

10.2 COVALPA and AMMP
Examples from Italy
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In Italy, the def�n�t�on of SF �s �n the c�v�l code: The d�rect
farmer �s def�ned as "the small entrepreneur who carr�es out
agr�cultural act�v�t�es, organ�zed ma�nly w�th the�r work and
that of the�r fam�ly and who usually devotes themselves to
the cult�vat�on of the land or the breed�ng of l�vestock,
prov�ded that the total fam�ly workforce �s not less than 1/3 of
that necessary for the proper cult�vat�on of the land �tself and
the breed�ng of l�vestock.

As such, the SF �s d�fferent from the agr�cultural
entrepreneur, who can have employees for much of the�r
labor needs. It �s �mportant to underl�ne that every d�rect
farmer �s reg�stered and pays contr�but�ons to the nat�onal
health and pens�on scheme.

ISMEA �s a government-owned body that mon�tors the
demand and supply of agr�cultural land and helps SF f�nance
�ts acqu�s�t�on. In add�t�on, ISMEA manages the "nat�onal
bank of agr�cultural land," an open-access database where
sellers can post the parcels on sale, and potent�al buyers can
evaluate them.



 

Cooperat�ves, assoc�at�ons and producer organ�zat�ons (PO)
are very well developed �n Italy. POs and the�r Un�ons are
relat�vely new, they are �nstruments of the CAP, an
�ntegrat�on of producers of the same product w�th the
object�ve of aggregat�ng the�r supply.
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The follow�ng �s a satell�te �mage of Fuc�no, a h�ghland (680m) �n
central Italy, about 80 k�lometers east of Rome. It �s one of Italy's most
fert�le pla�ns. The vegetables that are grown here are h�ghly
apprec�ated across Italy for the�r d�st�ngu�sh�ng qual�ty and taste.
Part�cularly popular �s the Fuc�no potato, wh�ch was awarded the
"Protected Geograph�cal Ind�cat�on" �n 2014—a qual�ty label awarded
by the European Un�on to agr�cultural products of excellence closely
t�ed to a part�cular terr�tory. It was a lake w�th no natural outlet that
frequently flooded the surround�ng v�llages. 

Vert�cal �ntegrat�on and cooperat�ves �n Italy: COVALPA and AMPP

The Romans bu�lt a 6
km long tunnel to
dra�n �t, d�vert�ng the
lake waters �nto a r�ver
to the southwest. (It
has been the longest
tunnel ever bu�lt unt�l
1871).
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After the fall of the Roman Emp�re, ma�ntenance of the tunnel fa�led to
cause �t to clog up. So �n 1873, the lake was dra�ned ent�rely, leav�ng
beh�nd 140 square k�lometers of fert�le land. F�shers became farmers.

Vert�cal �ntegrat�on and cooperat�ves �n Italy: COVALPA and AMPP

Today, the offspr�ng of those early farmers are members of COVALPA, a
cooperat�ve and an assoc�at�on group�ng 100 hort�cultural (carrots,
beets, sp�nach, celery) and 400 potato producers. The�r yearly turnover
�s around 12 m�ll. EUR.

We know them very well s�nce my cooperat�ve of consultants helped
them become what they are today: farmers and transformers and
traders of the�r products.
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Vert�cal �ntegrat�on and cooperat�ves �n Italy: COVALPA and AMPP

a wash�ng, cutt�ng, and select�ng un�t
a frozen process�ng un�t
mult�ple packag�ng types of equ�pment
a warehouse for cold and controlled temperature

Th�s agro-�ndustr�al plant of 11.000 sqm �s composed of the equ�pment
needed to add value to the products by bu�ld�ng a modern value cha�n:

A very short and regulated product�on cha�n �s the key to the h�gh
qual�ty of Covalpa frozen and fresh products.
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Vert�cal �ntegrat�on and cooperat�ves �n Italy: COVALPA and AMPP

The project obta�ned many of the �nvestments needed to become a
leader �n Italy we started 15 years ago, called from the farm to the d�sh
(much later, the EU made popular the concept as from farm to fork
that sounds better �n Engl�sh), co-f�nanced by the local RDP.

Each farmer uploads all relevant facts of the�r cult�vat�on onl�ne, and
each of the�r batches �s assoc�ated w�th an RFID: traceab�l�ty �s
obta�ned flawlessly, and consumers can learn the ent�re story of the
products they buy by enter�ng a code on a webs�te.

 
Th�s bu�lds trust between producers and consumers,

and trust �ncreases sales.
 

"



 

Glanb�a Co-operat�ve Soc�ety L�m�ted �s Ireland's number one da�ry
cooperat�ve, proudly del�ver�ng for rural commun�t�es for over 100
years.
They process m�lk and sell many da�ry products under d�fferent brand
names for the nat�onal and �nternat�onal markets �n Ch�na, the US, the
M�ddle East, and Afr�ca. 

In these 100 hundred years they went from th�s:
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Glanb�a Co-operat�ve Soc�ety L�m�ted 

To th�s:



 

In 2019 the co-op had 5.600 members. The 4.500 m�lk suppl�ers were
pa�d 1.035 m�l. € for the m�lk they produced.

Many members have less than 100 cows. The average m�lk suppl�er has
seen farm-gate m�lk value reach 203.000 €

The co-op processed 2,9 b�ll�on l�ters of m�lk, produc�ng and sell�ng
409.000 tonnes of da�ry products. One of the�r ma�n �nvestment �s the
m�lk powder plant.
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Glanb�a Co-operat�ve Soc�ety L�m�ted 
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11. Examples of Successful
Collect�ve Busıness Models ın
Turkey
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In an agr�cultural sector where access to safe and healthy
food �s �ncreas�ngly d�ff�cult, foods w�th low nutr�t�onal value
and res�due r�sk are becom�ng more common, the value of
the small farmer �s �ncreas�ng day by day. However, due to
the compet�t�veness of �ndustr�al food cha�ns and the ever-
�ncreas�ng cost �tems for the small farmer, farm�ng �s
abandoned, v�llages are empt�ed, and our local seeds
become h�story. Accord�ng to the ETC Group report �n 2017,
"rural fam�ly farm�ng" feeds more than 70% of the world's
populat�on and uses less than 25% of agr�cultural resources.
Moreover, the'' rural fam�ly farm�ng network" supports
b�od�vers�ty 9 to 100 t�mes more than the �ndustr�al cha�n. 

Accord�ng to the 2019 statements of FAO, although �nd�v�duals or
fam�l�es own more than 90% of the farms �n the world, the total
land of fam�ly farms �s around 80% of agr�cultural lands. For these
reasons, small farmers, also called fam�ly farm�ng, are one way to
make agr�cultural products more nutr�t�ous, agr�culture more
eff�c�ent and susta�nable.



 

Th�s example �s an �n�t�at�ve that allows farmers to work
together w�th the Part�c�pant Assurance System and
produce w�th agroecolog�cal agr�cultural pract�ces by
pr�or�t�z�ng small-scale and eco-fr�endly farm�ng elements. 
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11. 1. Part�c�patory Guarantee
System �n Tahtacıörenc�k, Güdül,
Ankara
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Accord�ng to the 2011 "Agroecology and The R�ght to Food" report
of Un�ted Nat�ons Spec�al Rapporteur Ol�v�er De Schutter,
agroecology methods: 

can double food product�on �n
10 years, 
can slow down cl�mate change, 
can reduce rural poverty. 

The Scenar�o of Europe (called "Ten Years of Agroecology �n
Europe") forecast�ng the next ten years w�th agroecology expects:

Outputs w�ll be able to feed 530 m�ll�on Europeans, 
Decrease Europe’s carbon footpr�nt on a global scale, 
Reduce the agr�cultural greenhouse gas em�ss�ons by 40%,
Contr�butes to the restorat�on of b�od�vers�ty and the
conservat�on of natural resources. 



 

Agroecology �s a method of farm�ng that centers on food
product�on wh�le mak�ng the best use of nature’s goods and
serv�ces and not damag�ng these resources. Agroecology
a�ms at �mprov�ng so�l and plant qual�ty through ava�lable
b�omass and b�od�vers�ty rather than battl�ng nature w�th
chem�cal �nputs. 

In Tahtacıörenc�k V�llage of Güdül, 26 fam�ly hold�ngs came
together and used the Commun�ty Supported Agr�culture
method wh�le farm�ng w�th agroecology method. They work
together based on trust and w�thout the f�nanc�al and
bureaucrat�c burdens of a company or producer cooperat�ve.
 
Commun�ty Supported Agr�culture �s def�ned as a producer
and a consumer group collaborat�ng to meet the needs of
both part�es. Wh�le the consumer prov�des access to healthy,
natural, fresh, and seasonal food, the manufacturer sells �ts
products at a fa�r pr�ce and shares agr�cultural r�sks w�th
consumers.  
Commun�ty Supported Agr�culture �s founded on four bas�c
pr�nc�ples: 
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Partnersh�p (�nvolvement and comm�tment of stakeholders to
product�on and acqu�s�t�on, �nclud�ng the customers)  
Local econom�c development 
Sol�dar�ty (shar�ng of r�sks and benef�ts)  
Trust (d�rect contact)



 

Furthermore, The Part�c�patory Guarantee System, wh�ch allows
sol�dar�ty, learn�ng, and progress, was adopted by Tahtac�örenc�k
farmers for the last ten years. It �s a lower cost, more democrat�c,
and more effect�ve method when compared to the acqu�s�t�on
of off�c�al cert�f�cat�ons such as organ�c cert�f�cat�on. 
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11. 1. Part�c�patory Guarantee
System �n Tahtacıörenc�k, Güdül,
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Honesty and Trust

Participation by all
stakeholders

Common vision of
ecological
agriculture

Horizontal
organizational

structure

Transparency
Learning by

knowledge and
experience sharing

Fam�ly hold�ngs �n Tahtacıörenc�k v�llage produce by follow�ng
certa�n cr�ter�a they call "non-tox�c product�on" and �nform the�r
consumers about the�r product�on processes. 



 

Consumers can v�s�t the farm and conduct �nspect�ons or
observat�ons at any t�me. Th�s method, wh�ch const�tutes a
trusted network, offers both �ntermed�ary sales and access to
food commun�t�es. 

The small farmers, who are part of the Part�c�patory
Guarantee System, created channels where consumers and
producers commun�cate full-t�me, photos of crops planted
and grown are shared, consumers can go to the v�llage and
look at how they are planted, fert�l�zed, collected, or even
�ncluded. In add�t�on, producers can sell the�r products
stra�ght from the farm, farmers' markets, or through onl�ne
webs�tes. Some fam�l�es have also opened themselves up to
small-scale agr�cultural tour�sm by prov�d�ng breakfast. 

There �s a voluntary d�v�s�on of labor �n all collect�vely
executed tasks. Dec�s�ons regard�ng product�on cr�ter�a and
operat�on are d�scussed openly at the meet�ngs and
accepted by a major�ty of votes. Moreover, one of the farmers
has ded�cated a part of the�r f�eld to agr�cultural tr�als and
hands-on tra�n�ng to fellows when new crops, new farm�ng
methods, or new farm�ng technolog�es are be�ng tested. Th�s
has created a small farmer group that �s enthus�ast�c about
learn�ng and advanc�ng
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Wh�le only one fam�ly produced vegetables beyond the�r own

needs �n 2012, �n 2020, at least 21 fam�l�es ma�nly cult�vated local

var�et�es beyond the�r needs �n 2020, mak�ng use of 23 decares

for �rr�gated vegetable farm�ng and 118 decares of waterless

agr�culture. They sold the�r products through d�rect sales

channels. 

The number of cattle, wh�ch was 473 (w�th the�r offspr�ng) �n

2012, �ncreased to over 1600 �n 2020. 

In the same year, the number of contracted closed poultry farms

decreased from 3 to 2, and the number of ch�ckens w�th cage-

free product�on reached around 1400 from zero. 

Fam�l�es d�vers�f�ed the�r products �n l�ne w�th the demands of

consumers and v�s�tors, and some started small-scale rural

tour�sm. 

Tra�n�ng on env�ronmentally fr�endly clean product�on was

g�ven. 

Farm v�s�ts were organ�zed for food commun�t�es and

consumers. 

Local seeds were preserved and mult�pl�ed. 

W�th more than 40 tours to the v�llage, around 1500 people

v�s�ted the farms and the v�llage. 

The �mportant results of these efforts can be summar�zed as

follows: 



 

Dur�ng the pandem�c per�od, purchas�ng demand from
small-scale producers �ncreased by 2-3 t�mes �n Turkey. As a
result, commun�ty Supported Agr�culture and outdoor
producer markets have emerged as the safest methods �n
pandem�c cond�t�ons. 

W�th act�v�t�es such as the occas�onal breakfast fest�vals, tent
camp�ng act�v�t�es, farm v�s�ts, v�llage tours, and sky
observat�on act�v�t�es, the producers reached the�r
consumers, promoted the�r products, and establ�shed the�r
rural network.
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11. 2 Collect�ve Bus�ness Model for
Cheese Product�on �n Muş

Muş cheese, wh�ch �s not very well known �n Turkey because
�t �s not marketed under a brand name, yet �s very del�c�ous
and made by fewer fam�l�es day after day, �s actually our
cultural her�tage. Members of the Rençber fam�ly expertly
produce the d�st�nct�ve flavors of Muş cheeses such as aged
cheese, cheddar, Tulum cheese, and other cheeses �n four
d�fferent factor�es. Th�s example of best pract�ce refers to the
benef�ts of four d�fferent compan�es produc�ng old Muş
cheeses, essent�ally belong�ng to the same fam�ly, merg�ng
�nto a common bus�ness model.
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W�th the project �n�t�ated under the leadersh�p of the East Anatol�an
Muş Investment Support Off�ce, merger stud�es began �n November
2020 and were completed on 18 March, 2021. Under the project, the
Rençber fam�ly has been produc�ng Muş Old Cheddar and Muş Tulum
Cheese for three generat�ons �n Muş prov�nce s�nce the 1950s. The
project was supported to el�m�nate the d�sadvantages result�ng from
the "jo�nt bus�ness model" under the motto of un�ty of forces �n an
env�ronment where the fam�ly started to hand over the bus�ness to the
fourth generat�on, compet�t�on became exceed�ngly f�erce, and the
market share started to decrease. For the four Muş Old Cheese
producers �nvolved �n the project �n the prov�nce of Muş:

Muş Cheese



 

W�th the project �n�t�ated under the leadersh�p of the East
Anatol�an Muş Investment Support Off�ce, merger stud�es
began �n November 2020 and were completed on 18 March,
2021. Under the project, the Rençber fam�ly has been
produc�ng Muş Old Cheddar and Muş Tulum Cheese for
three generat�ons �n Muş prov�nce s�nce the 1950s. The
project was supported to el�m�nate the d�sadvantages
result�ng from the "jo�nt bus�ness model" under the motto of
un�ty of forces �n an env�ronment where the fam�ly started to
hand over the bus�ness to the fourth generat�on,
compet�t�on became exceed�ngly f�erce, and the market
share started to decrease. For the four Muş Old Cheese
producers �nvolved �n the project �n the prov�nce of Muş:
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Merg�ng under cond�t�ons that adopt
the common bus�ness model,
Creat�on of growth strateg�es,
Consol�dat�on of the eff�c�ency-or�ented
product�on structure,
M�n�m�z�ng and manag�ng f�nanc�al
r�sks,
Increas�ng market share by jo�n�ng
forces and ra�s�ng the product pr�ce to
the requ�red value
Most �mportantly, �t was undertaken and
completed to preserve the value of Muş
Old Cheese and br�ng �t back to where �t
was supposed to be.



 

When exam�n�ng the s�tuat�on before the project's launch, �t
was found that each company worked for an average of 2.5
months and �nvested about 450,000 TL per company, w�th
no standard set. Hence, they cont�nued the�r product�on
based on manual and exper�ence.

Product�on t�me, general def�c�enc�es �n the product�on
process, h�gh costs, sell�ng to h�gh-r�sk customers and long-
term sales cond�t�ons �n the market, adopt�ng a product�on
and sales model that resembles a work contract, as they do
not have a brand, pr�ce, and payment terms for the buyer-
dealers �n the common market just because they are
compet�tors themselves. The fact that they are �n a s�tuat�on
of cap�tulat�on �n terms of a s�ngle enterpr�se, they cannot
make �nvestments that support eff�c�ency as a s�ngle
enterpr�se, they have severe problems �n d�str�but�on and
market management due to the concentrat�on of all
resources on m�lk purchas�ng and product�on, and many
s�m�lar problems are el�m�nated. The d�sadvantages are the
advantages of the merger, the common bus�ness model,
and the power structures that were started w�th enthus�asm
and determ�nat�on.
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 geograph�cal �nd�cat�on support,

merger support,

�nst�tut�onal�zat�on and strateg�c management consultancy

support,

market negot�at�ons support,

�nvestment plann�ng project wr�t�ng support,

prov�nc�al d�rectorate of agr�culture project request appl�cat�on

support,

support for trademark patent reg�strat�on,

support for brand �dent�ty and corporate �dent�ty creat�on,

support for mult�-d�mens�onal current customer analys�s,

mult�-d�mens�onal market share and target�ng support,

process opt�m�zat�on,

mach�nery equ�pment needs assessment support,

support for the determ�nat�on of strateg�c goals and the

creat�on of a target systemat�c,

v�s�on sett�ng,

determ�nat�on of shared values,

W�th�n the scope of the project, support was prov�ded to 4
compan�es related to the follow�ng spec�f�c �ssues, and the
project was carr�ed out w�th consultancy, tra�n�ng, and one-
to-one appl�cat�on techn�ques:
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determ�n�ng the reason for ex�stence,

creat�ng an �nst�tut�onal�zat�on roadmap,

 support for f�nanc�al regulat�on of product�on/log�st�cs/storage

and market�ng costs,

 carry�ng out sales strategy and market segmentat�on stud�es

accord�ng to d�fferent channels,

engagement �n the fam�ly const�tut�on, off�c�al �nst�tut�on

appl�cat�ons, and accred�tat�ons,

creat�on of essent�al manager�al funct�ons and �nd�cators, etc.

Throughout the project, 150 man/days of consultat�on stud�es
were carr�ed out w�th the partners of 4 compan�es, onl�ne and
face to face, for f�ve months, w�th four d�fferent consultants who
are experts �n the�r f�eld. As a result of the work, cr�t�cal stud�es
such as the fam�ly const�tut�on, share d�str�but�on, sens�t�v�ty and
pr�or�t�es, procedures for acqu�r�ng new partners and leav�ng the
partnersh�p, roles and organ�zat�onal chart, board approach and
respons�b�l�ty h�erarchy, role and job descr�pt�ons based on a
fundamental competency analys�s were f�nal�zed, and the
partners were encouraged to adopt the new structure.



 

In terms of support�ng the market and sales, customer-
or�ented transact�ons such as open�ng stores �n �ntern
marketplaces, launch�ng e-commerce sales w�th the�r own
webs�te, ass�gn�ng respons�b�l�t�es, and establ�sh�ng the
�nfrastructure for customer management w�th a profess�onal
"customer relat�onsh�p management (CRM)" software were
carr�ed out.
The Rençber fam�ly, who are open to change, development,
and the �dea of cooperat�on, agreed to run the�r bus�ness
together and ass�sted consultants �n creat�ng the set of rules.
The result of the�r work brought s�gn�f�cant benef�ts and
standard�zed the procedures for produc�ng the aged Muş-
Cheese, wh�ch �s or�g�nally part of Turkey's cultural her�tage.
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Thanks to the mach�ne �nvestment
known as the m�ss�le, 15-k�logram aged
cheese product�on was reduced to 1/5
(80%), result�ng �n 4 t�mes more t�me
sav�ngs.
In the past, a 61% sav�ng was ach�eved �n
the costs �ncurred by each company
alone for the f�ve pr�mary raw mater�als,
allow�ng the partner company to save
220,000 TL.
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Thanks to the qual�ty and taste
standard�zat�on of the products,
d�fferent tastes, colors, shapes of Muş
Old Cheese are ava�lable �n the market.
The �mage formed on these �ssues has
begun to evolve �n a pos�t�ve d�rect�on.

 Wh�le the human resource requ�rement
per total enterpr�se was about 80 people
�n the past, and �t can now be met by
about 15 people thanks to the merger. In
th�s sense, approx�mately 80% of human
resource sav�ngs have already been
ach�eved.
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Th�s real-l�fe example �s a success �n matter of both collect�ve bus�ness
management and short supply cha�n. After �ntroduc�ng how the
Cooperat�ve came to be, the�r success w�ll be expla�ned. 

 Amas�a Work�ng Bees Women’s Cooperat�ve,

Even though the spotl�ght �s on Amas�a
Work�ng Bees Women’s Cooperat�ve,
the�r full-t�me supporter was the
v�s�onary Cattle Breeder’s Un�on �n
Amasya. The Un�on �s very act�ve,
v�s�t�ng the f�eld and know�ng all
farmers �n the area. They selected 15
representat�ve women from three
v�llages (Merz�fon, Gümüşhacıköy and
Suluova) to form a commun�ty called 

'Ames�a Work�ng Bees” and prov�de them tra�n�ngs on a var�ety of
subject such as hyg�ene, food secur�ty, bus�ness management,
becom�ng a cooperat�ve, brand�ng, qual�ty management etc.
Moreover, �n the workshops of Amasya Cattle Breeder’s Un�on,
hands-on tra�n�ngs were g�ven on wrapp�ng, packag�ng, embro�dery,
logo appl�cat�ons and product�on for 6 months. Those 15 women
started produc�ng and prov�d�ng the�r products to the Un�on for
sales.
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In May 2011, “Ames�a” brand was off�c�al�sed by the Turk�sh Patent
Inst�tute. Unt�l then, �t was 4 years of collaborat�on w�th the Un�on.
T�me came that Ames�a would be a legal ent�ty. 
The Head of Cooperat�ve Mrs. Med�ne Alkoç stresses that husbands of
the members d�d not bel�eve they would succeed and susta�n a
cooperat�ve. It �s understandable �f one knows that many cooperat�ves
and un�ons became �nact�ve due to m�smanagement all around
Turkey, yet they were underm�n�ng the w�ll power and hard work of
the�r w�ves. Another �mportant fact that leads them to success �s that
they rece�ved tra�n�ngs and warmed up to workflow w�th�n years. 

 Amas�a Work�ng Bees Women’s Cooperat�ve,

 
Commerc�al amb�t�ons were not a part of the�r v�s�on,

for that reason they never rushed �nto becom�ng a
cooperat�ve. 

"
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The�r �ntens�on was to have welfare and stay w�th the land they
grew on rather than seek�ng low pay�ng jobs �n c�t�es they feel
they do not belong to. Th�s could only happen �f they susta�ned
the cooperat�ve, so they worked hard. 20 women became 126
today, all produc�ng hand-made products for the�r customers. As
a matter of collect�ve work, the Ames�a Work�ng Bees Women’s
Cooperat�ve was able to prov�de f�nanc�al safety and trust to �ts
co-workers. In add�t�on, the Cooperat�ve was able to plan the�r
bus�ness processes w�th the Un�on, ma�nta�n the good relat�ons
w�th them and del�ver qual�ty products �n l�ne w�th g�ven
deadl�nes. If the members of Cooperat�ve were s�ngle farmers,
they would never have the power of product�on, sales and
compet�t�veness. The beauty of collect�ve work �s that you are
able to accompl�sh th�ngs you cannot do alone. As a matter of
fact, the Cooperat�ve now has 25 markets where they sell the�r
products, has agreements w�th the a�rport, markets and
restaurants such as B�g Chefs, AOÇ, BTA, ABC gurme, Bonserv�s
on top of an onl�ne channel that generates a cons�derable
�ncome. 
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Even though �t �s not a farm partnersh�p as the Europe

created, �t �s the best form su�table to Turkey for
collect�ve work. In add�t�on to the�r �nsp�r�ng

collaborat�on sk�lls, Ames�a Work�ng Bees Women’s
Cooperat�ve �s also a good example for short supply

cha�n. The Cooperat�ve was establ�shed �n November
2011 as a Producer Un�on company under the umbrella

of Amasya Cattle Breeder’s Un�on. 
 

"
Below �s a page from B�g Chef’s catalogue wh�ch d�ssem�nates
Med�ne Alkoç, Tuğba Çaylak and Beyhan Dağ from Ames�a Work�ng
Bees Women’s Cooperat�ve:

Th�s bus�ness structure �s exactly what the Coopdom and B�oroma
uses �n Italy. B�oroma �s a producer cooperat�ve company that �s
establ�shed under the umbrella of Coopdom wh�ch �s another
cooperat�ve company. B�oroma produces and prov�des the�r
products to Coopdom. Coopdom makes agreements w�th schools,
hosp�tals, restaurants and handles log�st�cs. Th�s way Coopdom has
the power to barga�n on pr�ces and focus on del�very of purchases.
B�oroma rece�ves good adv�ce from the market through Coopdom,
produces what �s needed or makes product transformat�on to meet
the needs of customers, not worry�ng about sales and log�st�cs. 
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S�m�larly, Ames�a Work�ng Bees Women’s Cooperat�ve �s establ�shed
under Amasya Cattle Breeder’s Un�on. The Cooperat�ve produces and
Un�on makes deals. The Cooperat�ve doesn’t have the worry about
where to sell, how much to sell, how much of what to produce. The
Un�on br�ng feedback from the market and lead the Cooperat�ve
regard�ng product transformat�ons. For �nstance, �n 2020, they told
the Cooperat�ve to produce f�g jam w�th walnuts. The Un�on
supported the products of Cooperat�ve to be sold �n Mun�c�pal�ty
shops, created an onl�ne platform, planned product�on and handled
log�st�cs. Lately the Cooperat�ve was able to extend the�r sales to
�mportant cater�ng f�rms. The story of women �n Ames�a flour�shed
due to the�r collaborat�on w�th the Amasya Cattle Breeder’s Un�on. 

It �s cr�t�cal to rem�nd that short supply cha�n doesn’t only concern
cutt�ng steps of a supply cha�n. Every step, from farm to fork, adds
value to the product. Handl�ng some more of the processes
�nternally and farmers rece�v�ng the earn�ngs also counts as short
supply cha�n. In Ames�a’s case, the cooperat�ve of women produce,
harvest, select, even do product transformat�on and packag�ng.
The Un�on gets the products, sells them, s�gns agreements,
d�str�butes products, plans farmers product�on, and at the end all
earn�ngs are d�str�buted among farmers.
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Collect�ve act�on has become an �mportant strategy for small
farmers to be compet�t�ve �n rap�dly chang�ng markets. However,
w�th�n farmer groups, the comm�tment of �nd�v�duals can vary, as
the expected net benef�ts are not the same for all �nd�v�duals and
opportun�t�es. Moreover, s�nce the benef�ts of collect�ve act�on
emerge pr�mar�ly through the explo�tat�on of econom�es of scale,
low part�c�pat�on rates threaten the success and v�ab�l�ty of farmer
groups. 
Collect�ve act�on needs to bu�ld on ex�st�ng soc�al cap�tal. Local
soc�al structures matter and are assets – conf�dence and prox�m�ty
t�es – to bu�ld on. However, th�s soc�al cap�tal �s not enough to
overcome local barr�ers – norms and customs – to �mprove
l�vel�hoods. For collect�ve act�on to spread, �t needs to connect w�th
external agents who channel new �deas, �nnovat�on, and mater�al
�ncent�ves to support and promote �n�t�at�ves. 

�mprov�ng compet�t�ve advantage,  
�mprov�ng human capab�l�ty,  
�mprov�ng barga�n�ng power, 
lower�ng costs 
shorten�ng value cha�n. 
In add�t�on, cooperat�ves and un�ons rece�ve 20 extra po�nts �n
IPARD appl�cat�ons.  

There are proven cases �n wh�ch small farmers can obta�n var�ous
benef�ts from work�ng collect�vely as a group. These benef�ts �nclude:
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Assum�ng 2-3 farmers came together and establ�shed a legal
ent�ty, and there �s a wom-an or young farmer �n the company,
they can rece�ve extra po�nts wh�ch they wouldn’t be able to get
otherw�se.  
NGOs, cooperat�ves, and un�ons have tax advantages, supports
staff payments, etc.

These benef�ts enable small farmers to capture more value offered
by markets, and the benef�ts would allow farmers to upgrade the
value cha�n. Small farmers can produce good qual�ty products w�th
cons�stent supply and demand. Collect�ve act�on also helps them to
l�nk w�th d�fferent buyers from the local market nat�onal market. 

Trust and shar�ng v�s�on between the members of the small farmer
group �s an essent�al element for collect�ve act�on, wh�ch ensures
farmers' benef�ts. Effect�ve management that promotes
transparency and act�ve commun�cat�on among the farmers �s one
of the key aspects. Under th�s t�tle, three d�fferent collect�ve
�nvestment methodolog�es w�ll be exam�ned.
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To scale up the�r product�on level, �ncrease prof�tab�l�ty, small
farmers need to f�nd ways to �ncrease labor �nput or �mprove labor
eff�c�ency through mechan�zat�on or other means. However, the
f�nanc�al constra�nts most small farmers face, ma�nly those new to
agr�culture or who lack f�nanc�al resources, create an obstacle to
scal�ng up product�on and lower�ng costs. Small farms are typ�cally
less mechan�zed, and therefore more labor-�ntens�ve than large-
scale product�on. However, expans�on us�ng labor-�ntens�ve
pract�ces �s l�m�ted �n many cases because add�t�onal labor �s
unava�lable or too costly for a small farmer. In add�t�on, purchas�ng
mach�nery, even used mach�nery, usually requ�res a s�gn�f�cant
f�nanc�al �nvestment and adequate cash flow, mak�ng the
�nvestment econom�cally �nfeas�ble for small farmers. G�ven these
constra�nts, some growers are cons�der�ng alternat�ve ways to
access mach�nery, �nclud�ng the opt�on of equ�pment w�th other
growers.

The pract�ce of shar�ng equ�pment and perhaps labor may spark
other forms of collaborat�on among cooperat�ng small farmers,
generat�ng further benef�ts. Work�ng cooperat�vely w�th others may
fac�l�tate shar�ng of exper�ences and �deas. The cooperat�ve
relat�onsh�ps may lead to coord�nated purchases of �nputs to access
volume d�scounts or to work�ng jo�ntly to obta�n better terms for
cred�t, storage, serv�ces and market�ng, and d�str�but�on
opportun�t�es. Co-operators may coord�nate product�on processes
to attract spec�alty contracts that pay prem�ums for del�ver�ng a
product �n bulk or of a certa�n qual�ty. F�nally, shar�ng may create
opportun�t�es for custom work, add�ng an add�t�onal �ncome source
for small farms.

A
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Mach�nery shar�ng can help small farmers ga�n access to spec�al�zed
mach�nery and �mprove eff�c�ency �n cost-effect�ve ways. For
growers cons�der�ng expand�ng product�on, shar�ng can be a
potent�al opt�on. Furthermore, shar�ng can prov�de other benef�ts,
�nclud�ng access to sk�lled labor, reduced r�sk, and a peer group of
l�ke-m�nded �nd�v�duals who share �deas. Commonly c�ted w�th
concerns w�th mach�nery shar�ng, �nclud�ng hav�ng access to the
equ�pment when most needed, can be overcome w�th careful
advanced plann�ng and open commun�cat�on. Agr�cultural NGOs
can play a support�ng role �n form�ng mach�ne-shar�ng
groups/ent�t�es by prov�d�ng educat�onal resources and
membersh�p network�ng opportun�t�es.

It �s �mportant to note that equ�pment shar�ng �s not appropr�ate �n
all s�tuat�ons. Depend�ng on the labor a mach�ne would replace, the
d�ff�culty of the task to be mechan�zed, and the costs of d�stance
and t�me spent �n transport, shar�ng may not make econom�c sense.
Furthermore, group collaborat�on requ�res trust�ng other members
and a w�ll�ngness to be flex�ble when th�ngs do not go as planned.
Wh�le mach�nery shar�ng �s not a one-s�ze-f�ts-all solut�on for
expand�ng product�on, �n some cases, �t has the potent�al to help
small farmers reduce labor and �ncrease both eff�c�ency and
prof�tab�l�ty. In the end, small farmers must we�gh the r�sks and
benef�ts of collaborat�ng spec�f�cally to the�r part�cular farm�ng
operat�on. 
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In Amasya, dur�ng the v�s�ts under Act�v�ty 1 Ames�a Prov�nc�al Cattle
Breeders’ Assoc�at�on wh�ch has a common mach�nery park, was
v�s�ted. The assoc�at�ons prov�de 34 d�fferent mach�nes and
equ�pment and 11 attachments to help the farmers' compet�t�veness
by reduc�ng the �nput costs by gett�ng r�d of the obl�gat�on to
purchase expens�ve agr�cultural mach�nery and us�ng the
mach�nery correctly and eff�c�ently by obta�n�ng the max�mum
benef�t w�thout �nvestment cost. Moreover, Assoc�at�on has �ts own
mach�nery repa�r workshop, str�pp�ng the farmers for the
ma�ntenance costs from the ma�ntenance costs. 

It �s recommended that the small-scale farmer support programs
be des�gned to allow farmers extra po�nts for the�r appl�cat�on
packages �f they prove access and/or membersh�p for a common
mach�nery fac�l�ty.

 12.2 Collect�ve Bus�ness to Create
Short Value Cha�ns

In recent decades, the agr�-food system has been subject to rap�d
and profound changes. Several demograph�cs, pol�t�cal, soc�al,
techn�cal, econom�c, and cultural factors have led to the emergence
of an �ndustr�al�zed model of food prov�s�on�ng. As a result,
largescale food process�ng f�rms and supermarket cha�ns dom�nate
the scene �n the framework of a grow�ngly global�zed food system. 
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Consumers' behav�or and needs d�d change due to the
evolut�on of soc�ety and econom�c systems. Urban�zat�on �s one
of the ma�n factors that d�stance agr�cultural product�on places
from those of food consumpt�on, wh�ch asks for a grow�ng
number of connect�ons (transport, storage, packag�ng,
process�ng) carr�ed out by a plural�ty of actors. Moreover, both
�ncome growth and changes �n work organ�zat�on and fam�ly
structure ask for �mproved serv�ces �ncorporated �nto food. 

To ach�eve scale econom�es and cut product�on costs, the
�ndustr�al�zed model of food prov�s�on�ng forced farms to
spec�al�ze �n a few products and phases of the product�on
process. Consequently, farmers gradually stopped perform�ng
d�rect del�very to f�nal consumers and process�ng the�r
products on-farm, thus delegat�ng food process�ng and
d�str�but�on to spec�al�zed f�rms outs�de the farm's borders,
�ncreas�ng the number of steps between agr�cultural
product�on and f�nal consumpt�on. 

Today, the food process�ng �ndustry and d�str�but�on are asked
to prov�de a grow�ng number of funct�ons and operat�ons to
meet more urban�zed consumers' new needs, thus �ncreas�ng
the geograph�cal, temporal, and cultural d�stance between
agr�cultural product�on and f�nal consumpt�on. 
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The �ndustr�al�zed model of food prov�s�on�ng seems to be
h�ghly eff�c�ent �n perform�ng these new funct�ons compared to
prev�ous models of organ�z�ng product�on and d�str�but�on, and
th�s expla�ns why th�s model has spread and �s currently
dom�nant at the world level. The h�gh number of steps, and the
�ncreas�ng d�stance between product�on and consumpt�on, are
at the bas�s of the "revolut�on" brought by short value cha�ns
�n�t�at�ves. 

The reduct�on of the phys�cal d�stance between the farmer and f�nal
consumers.
The reduct�on of the number of steps that connect the farmer to
f�nal consumers.
The �ncrease of cultural and soc�al prox�m�ty between farmers and
consumers.

The shorten�ng of the supply cha�n may be �nterpreted under three
d�fferent po�nts of v�ew:

Pr�ce �ncrease at the farm gate
Value-added �ncrease,
Eas�er market access 
Better commun�cat�on and �nformat�on to consumers,
D�fferent�at�on of market�ng channels and h�gher res�l�ence

Ma�n benef�ts of short value cha�ns for small farmers:
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More stable commerc�al relat�ons
Opportun�ty to develop cooperat�on w�th other farmers
Opportun�ty to establ�sh cooperat�on w�th consumers
Allow for a strateg�c re-or�entat�on of the whole farm.

Ma�n benef�ts of short value cha�ns for small farmers:

Need for �nvestments �n equ�pment for process�ng, transportat�on,
and sell�ng
Need for new competenc�es and sk�lls
Need for d�vers�f�cat�on of product�on
Opportun�t�es restr�cted to areas close to the c�ty and/or tour�st�c
market

Potent�al problems of short value cha�ns for small farmers:

It should be h�ghl�ghted that currently, there �s no compet�t�ve
market for short value cha�ns wh�ch means that the potent�al
problems w�ll have a m�ld effect on the�r areas.
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Reduct�on of transport
Reduct�on of pollut�on (fuel, plast�c, etc.)
Improved d�ets: eas�er access to fresh food, more var�ety �n the d�et,
less preservat�ves.
Preserv�ng per�-urban agr�culture,
Ma�nta�n�ng small farm�ng / art�sanal food product�on,
Preservat�on of trad�t�onal products,
Preservat�on of products based on local agro-b�od�vers�ty
Strengthen�ng soc�al t�es
Work�ng opportun�t�es for local women.

Ma�n benef�ts of short value cha�ns for soc�ety as whole:

The small farmer support programs can favor ent�t�es of short value
cha�ns w�th assess�ng the�r potent�al �n mob�l�z�ng producers and/or
consumers, sett�ng up collect�ve organ�zat�on and governance,
bu�ld�ng networks w�th external actors, and obta�n�ng human and
f�nanc�al resources. Also, the legal framework �s recommended to be
updated to ensure a favorable bus�ness ecosystem for short value
cha�ns.
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A bus�ness model �s how a bus�ness creates and captures value
w�th�n a market network of producers, suppl�ers, and
consumers. 

Collect�ve bus�ness models structure the�r resources, serv�ces,
and collaborat�on w�th members, small farmers (traders,
suppl�ers, publ�c and pr�vate sector), cl�ents, and partners to
create and capture value. The collect�ve structure may vary
accord�ng to the needs of the members, shareholders, and the
leg�slat�on �n force. 

To strengthen bus�ness models for collect�ve bus�nesses, for
them to be �n a better pos�t�on to benef�t from market
opportun�t�es, attent�on needs to be focused on three areas:

Access to f�nanc�al resources
F�nanc�al serv�ces for members
 Partnersh�ps w�th other small farmers �n the value cha�n 

1.
2.
3.

A collect�ve bus�ness that develops an �ntegrated bus�ness
model (�nclud�ng all steps w�th�n the value cha�n: �nput
prov�s�on, collect�ng, process�ng, and market�ng) for h�gh added
value products can also �nvest any value-added through the
process�ng stage �n prov�d�ng serv�ces for the�r members.
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Rehab�l�tat�on of farms
Access to �nputs (seeds, fert�l�zers, pest�c�des)
Access to product�ve equ�pment
Agr�cultural adv�sory serv�ces

Serv�ces to support product�ons for small farmers:

Access to equ�pment for process�ng
Access to packag�ng fac�l�t�es
Label�ng and brand�ng
Access to storage fac�l�t�es
Access to a process�ng fac�l�ty for fresh commod�t�es

Serv�ces to add value to products for small farmers:

Collect�ng and group�ng the supply
Prospect�ng potent�al buyers/cl�ents
Negot�at�ons of contracts w�th buyers
Prov�d�ng �nformat�on on market pr�ces

Serv�ces to support market�ng for small farmers:
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Serv�ces to support product�on

These serv�ces are des�gned to help smallholders �mprove
product�v�ty through rehab�l�tat�on of plant�ng mater�al,
better �nput access, more farm mechan�zat�on, and �mproved
farm�ng techn�ques passed on through adv�sory serv�ces. 

Serv�ces to add value to products

These serv�ces are developed by collect�ve bus�nesses to help
smallholders earn more from the�r products through value
add�t�on. Th�s can be done by prov�d�ng storage fac�l�t�es so that
product does not have to be sold at harvest t�me when pr�ces
are at the�r lowest and/or process�ng fac�l�t�es so that raw
mater�als, wh�ch have much less value, do not have to be sold.
Th�s can also be part of a qual�ty �mprovement strategy to add
value through product cert�f�cat�on, wh�ch w�ll enable small
farmers to obta�n better pr�ces. 

Econom�c Serv�ces are act�v�t�es prov�ded by collect�ve
bus�nesses that d�rectly �mpact secur�ng product�on, add�ng
value to the product, �mprov�ng market access to small farmers,
and consequently �mprov�ng the�r �ncomes. They �nclude: 
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Serv�ces to support market�ng

 The overall purpose of market�ng serv�ces prov�ded by
collect�ve bus�nesses for the�r members �s to secure sales at
better pr�ces and l�m�t the r�sks l�nked to pr�ce volat�l�ty. FOs are
part�cularly useful because they can bulk members' produce,
g�v�ng them more barga�n�ng power to negot�ate better
contracts w�th buyers. FOs can also pass on �nformat�on about
market pr�ces to members. Market�ng serv�ces can �nclude
promot�ng members' projected output and
collect�ng/aggregat�ng produce from members to regulate
market supply and �mprove the chance of successful sales.

Reasons l�ke lack of trust, str�ngent requ�rements, delayed
payments, lack of groups, lack of �nformat�on, h�gh costs, lack of
�nterest, almost same pr�ce, and t�me consumpt�on are generally
respons�ble for the cont�nued reluctance of farmers to
part�c�pate �n collect�ve market�ng. On the other hand, reasons
l�ke better pr�ces, rel�able markets, ava�lab�l�ty of tra�n�ng and
extens�on, ava�lab�l�ty of cred�t, and ava�lab�l�ty of �nput loans are
mot�vat�ons to farmers' part�c�pat�on �n collect�ve bus�nesses.
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Cooperat�ves play a fundamental role �n the agr�cultural sectors
of many countr�es. A farmers’ co-op �s a cooperat�ve where
farmers pool the�r resources �n certa�n areas of act�v�t�es. Very
successful examples �n advanced econom�es may be found �n all
sectors where, after harvest�ng, �t �s necessary to �nvest �n cap�tal
equ�pment to �ncrease the overall eff�c�ency and the f�nal added
value of the goods. The transformat�on of grapes �nto w�ne and
of ol�ves �nto o�l requ�res expens�ve equ�pment to be eff�c�ent.
Therefore, �t makes sense for farmers to share both �ts
acqu�s�t�on and �ts use. Also, stock�ng cereals, potatoes, and fru�t
and vegetables to wa�t for the best-sell�ng per�ods requ�re an
�ncreas�ng level of cap�tal �nvestment. The un�tary f�xed cost �s
much lower �f the storage d�mens�on and the level of product�on
are large. Th�s expla�ns the success of the so-called storage
cooperat�ves �n many advanced econom�es.

A s�ngle small farmer works �n a compet�t�ve market when produc�ng
and sell�ng the�r products, wh�le all other farmers are compet�tors.
However, both the market for the necessary techn�cal �nputs and for
sell�ng the�r goods are nowadays dom�nated by d�fferent degrees of
ol�gopol�es. Therefore, the negot�at�on power of the farmer, when
they are deal�ng w�th the�r prov�ders or cl�ents, �s, �n both cases,
meager. In th�s s�tuat�on, the r�sks connected w�th grow�ng crops can
be unbearable. Also, try�ng to be compet�t�ve, a farmer may dec�de to
�nvest by buy�ng assets l�ke a tractor or a harvester. However, due to
the seasonal work, th�s k�nd of equ�pment stands �dle most of the
t�me, and the f�xed cost becomes large regard�ng the output.
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a lower overall product�on cost
r�sk m�t�gat�on
better access to markets due to the larger supply
a h�gher level of spec�al�zat�on can be ach�eved �n every step
of product�on and transformat�on of goods

The un�on of farmers �nto a cooperat�ve means that they do
bus�ness as a un�t, and �t offers many advantages. These are:

The pool�ng of agr�cultural mach�nes �s the ma�n act�v�ty of a
supply cooperat�ve that purchases the necessary equ�pment for
all the members to use. Dur�ng small farmers' meet�ngs, �t w�ll
be necessary to understand �f th�s k�nd of organ�zat�on can
�ncrease appl�cat�ons to IPARD projects by small farmers. Even
understand�ng what obstacles d�scourage farmers from
apply�ng may be �nterest�ng s�nce some of the obstacles can
also be removed �n the short run. 

However, there are management problems that are very much
connected w�th the w�ll�ngness of farmers to coord�nate the�r
act�ons and follow the manager�al dec�s�ons. In br�ef, by
becom�ng a cooperat�ve member, the s�ngle farmer may feel l�ke
los�ng the�r freedom and �ndependence. The cooperat�ve, to be
successful, needs to become a large producer where the
product�on un�ts are d�str�buted and yet coord�nated across a
terr�tory. In th�s way, for example, a s�ngle harvester can be
employed for much longer dur�ng the season, work�ng on a
much larger land surface made of the members' farms: the
�nvestment �s more eff�c�ent. 
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Part�cular care has to be put �nto the scheme for proport�onally
shar�ng the �ncome generated by the cooperat�ve:
m�sunderstand�ngs and jealous�es among the farmers can ar�se
�f there are not clear and shared rules that the farmers
themselves democrat�cally choose.

It �s �nterest�ng to underl�ne here that a k�nd of small
cooperat�ve, �n terms of several farmers, took the form of a legal
ent�ty �n some European countr�es, notably �n Ireland: a Farm
Partnersh�p �s a collaborat�ve farm�ng arrangement that does
not requ�re the transfer of ownersh�p of the land and �t �s favored
by tax �ncent�ves and by EU scheme benef�ts. 

Eventually, �t �s noteworthy that the development of a farm
movement �n France and Italy recomposes mach�nery and labor
shar�ng arrangements by develop�ng agroecolog�cal pract�ces:
the collect�ve organ�zat�on on wh�ch a mach�nery cooperat�ve �s
based allows for the development of a n�che of �nnovat�on by
comb�n�ng a farm�ng system w�th fewer �nputs. 

On the other hand, Producer Organ�zat�ons (POs) are a
fundamental part of the CAP s�nce the def�n�t�on of the common
market organ�zat�on. The�r ma�n a�m �s to concentrate the
supply and thus enhance farmers' barga�n�ng power w�th regard
to the other supply cha�n actors. 
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In a producer assoc�at�on, farmers produce the same type of
good. They are also called Market�ng Boards because the�r ma�n
task �s to aggregate the members' offers and access the market
w�th a larger supply. By do�ng th�s, all f�xed costs of market�ng
per un�t of product are lower than �n the case of the s�ngle
farmer. Also, the ample supply g�ves more contract�ng power �n
the market, wh�ch translates �nto h�gher pr�ces. In more
advanced cases, the assoc�at�on establ�shes qual�ty standards
and tra�ns farmers to get better qual�ty products. Thus, the ma�n
cl�ent of each farmer becomes the assoc�at�on, and farmers can
focus on the product�on level. 

Producer organ�zat�ons (PO) were �n�t�ally act�ve �n the fru�t and
vegetable sectors, where they are g�ven access to EU funds
w�th�n "operat�onal programs." Yet, now they are also present �n
other sectors. Under these programs, collect�ve �nvestments �n
log�st�cs and equ�pment are supported. Last but not least,
producer organ�zat�ons are exempted from EU compet�t�on
rules for negot�at�ons, product�on plann�ng, and supply
management. 



 

In the farmer survey conducted as part of the project, farmers
were asked to rate the most d�ff�cult po�nts �n the appl�cat�ons
for IPARD support accord�ng to the degree of d�ff�culty. 58 % of
the 546 farmers gave the h�ghest score to the lack of equ�ty. A
farmer whose IPARD project �s approved f�rst makes the
�nvestments and gets pa�d w�th the �nvo�ces he subm�ts for the
"acceptable expenses." The second cr�t�cal problem �s the
unw�ll�ngness to borrow money from the bank, wh�ch �s shown
�n the table below:
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%1  D�ff�cult to complete appl�cat�on

procedures and documents

%2  No appl�cat�on can be made

because the land reg�stry and bu�ld�ng

perm�t cannot be obta�ned

%2  Long evaluat�on per�od of projects

%3  Fear of fa�lure to succeed, loss of

t�me and resources

%3  Lack of trust �n agr�cultural agents

%11  Lack of adequate collateral for the

loan

%20  Reluctance to borrow money by

rece�v�ng bank loan

%58  Lack of owner's equ�ty
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Benef�t�ng from young farmers, women entrepreneurs, and
s�m�lar �ncent�ves, and 
Shar�ng the �nvestments to be made prov�des benef�ts such as
reduc�ng the �nvestment cost and r�sk per person. 
If a jo�nt bus�ness model �s carr�ed out; 
Shar�ng the workload and more eff�c�ent use of labor, 
Improvement of work-l�fe balance thanks to sol�dar�ty, 
W�th the �ncrease �n the scale shown for farm�ng act�v�t�es,
h�gher grants can be obta�ned, and the techn�cal eff�c�ency �n
pract�ce �ncreases, 
Reduct�on of f�xed costs and un�t cost, 
Us�ng new �deas, sk�lls, and farm�ng methods, farmers learn
from each other, 

The ma�n goal of a jo�nt appl�cat�on for supports �s to share the
�nvestment r�sk and cost, and at the same t�me to reduce the
mandatory expenses of the enterpr�se by shar�ng resources. For
example, a tractor that �s not used for an agr�cultural enterpr�se
and a tractor that sows �n a small area are also compulsory
expenses. However, when the tractor and the land are jo�ntly
valued, the work�ng tractor wears out less, and cult�vat�ng larger
plots saves fuel. Therefore, mak�ng a jo�nt appl�cat�on to rural
development supports and then shar�ng resources by collect�ve
farm�ng prov�des s�gn�f�cant benef�ts to agr�cultural enterpr�ses.

By mak�ng a jo�nt appl�cat�on; 
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Work�ng w�th another farmer reduces �solat�on, �ncreases
soc�ab�l�ty and sol�dar�ty, 
Enabl�ng development both outs�de of work, on the job, and
through learn�ng by see�ng from each other, 
Better access to markets and mater�al supply, 
Off�c�al recogn�t�on of all partners �n the farm bus�ness and
determ�nat�on of the�r legal r�ghts, 
It prov�des mater�al, moral and soc�al advantages such as
the gradual transfer of the farm's management (phys�cal
and f�nanc�al) from one generat�on to the next.

·      

Co-farm�ng �s part�cularly su�table for h�ghly labor-�ntens�ve
agr�cultural products where h�gh qual�ty depends on da�ly
ma�ntenance by sk�lled workers. Of course, �t would be
appropr�ate to have agreed on a qual�ty assessment system �n
such cases. Add�t�onally, co-farm�ng helps reduce the problem
of bus�nesses fragmentat�on by s�ze and �nher�tance.
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Throughout the project, the Contractor has v�s�ted the f�eld
and talked to government ent�t�es, development agenc�es,
assoc�at�ons, un�ons, cooperat�ves, farmers, persons, and
hold�ngs who appl�ed for rural development funds and were
awarded support. Thus, we were able to ma�nta�n a 360-
degree v�ew of the problem. Naturally, there are a var�ety of
problems ment�oned, and some are reg�onal or local
problems, yet there are a few key �ssues that most
agr�cultural hold�ngs share and would be mot�vated to apply
�f resolved. These problems can be stated as: 

The lack of cap�tal �s the most cruc�al hardsh�p small farmers
face dur�ng IPARD and other rural development
appl�cat�ons. In most cases, the farmer needs to �nvest f�rst
and then re�mburse a certa�n amount accord�ng to the
percentage agreed. S�nce the EU part�ally prov�des the
IPARD budget and �mposes requ�rements such as an�mal
welfare and env�ronmental fr�endl�ness etc., the �nvestment
project of the farmer becomes more deta�led,
comprehens�ve, and costly than what the farmer would
�nvest �f he rece�ved no grant. Project appl�cat�on w�ll requ�re
the support of a consultant �n most cases, and that cost w�ll
be added to the projected �nvestment cost. In add�t�on, there
w�ll be documents that need to be acqu�red from d�fferent
ent�t�es. If a bank loan �s used to cover these costs, �nterest
w�ll be an extra cost, reduc�ng the amount of support at the
end of the day.
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     the management costs of the publ�c adm�n�strat�on 
     the adm�n�strat�ve burden on farms 

When the agr�cultural pol�cy's measures and parameters are set, the
d�str�but�on of subs�d�es of the agr�cultural pol�cy rema�ns a problem to
solve. There are ma�nly two aspects: 

As a result, the consultant and the adm�n�strat�ve
documentat�on create a f�nanc�al burden on top of the hard-to-

complete procedures.

The f�rst aspect �s the general problem of ensur�ng management
eff�c�ency appl�ed to the agr�cultural pol�cy. Assum�ng that human
resources are adequate and well equ�pped, the large number of a�d
appl�cat�ons and the checks that must be performed can only be done
w�th IT support and d�g�tal�zat�on. The IACS (Integrated Adm�n�strat�on
and Control System) �s �nstrumental as �t const�tutes the bas�s of
agr�cultural subvent�ons. A group of European agenc�es and pr�vate
compan�es are work�ng on an updated vers�on that a�ms to accelerate
�nnovat�on, d�m�n�sh adm�n�strat�ve obstacles, support cooperat�on �n
an �nnovat�ve env�ronment, and �ncrease the flow of �nformat�on to all
small farmers. 
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 the approach w�th wh�ch the pay�ng agenc�es make the
transpos�t�on of the CAP regulat�ons (that leave much room for
d�fferent �mplementat�ons),
 the operat�ng mode of the publ�c adm�n�strat�on,
 the bus�ness culture of the member country, and
 Nat�onal structural d�fferences.

The second aspect �s d�rectly l�nked to the quant�ty of �nformat�on and
how �t �s requested from the farmer. Furthermore, �t depends on the
farmer's t�me to follow the controls they are subject to.
 Other �mportant factors are:

In 2006, a study �n Europe est�mated the adm�n�strat�ve costs
for farmers �n several countr�es. They range from € 1,300 to €

110. The number of �nformat�on requested from farmers ranges
from 1 to 13.

the f�xed deadl�nes for appl�cat�ons, 
the fact of hav�ng to g�ve �nformat�on several t�mes or to produce 
 �nformat�on already known by the author�ty, 
many farmers saw the cross-compl�ance checks as an �rr�tant
because the farmers who are subjected to the checks are obl�ged
to be present and ass�st the �nspector 
the fact that the parcel maps used by �nspectors are not al�gned
w�th the parcel maps the farmers use 

The study �dent�f�ed the ma�n �rr�tants and s�mpl�f�cat�on suggest�ons:
they are country-spec�f�c, yet some general conclus�ons can be drawn. 
Among the �rr�tants �t �s worth ment�on�ng: 
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 the prov�s�on of more un�form appl�cat�on forms 
 the use of pre-f�lled forms 
 the �ntroduct�on of d�g�tal procedures 

Some suggest�ons for these problems can also be helpful to �mprove
the appl�cat�on of small farmers to rural development supports �n
Turkey. In order to s�mpl�fy the appl�cat�on procedures, the follow�ng
may be cons�dered: 

S�nce 2006 the s�tuat�on has changed for the better. For example, �n
Italy, the d�g�tal�zat�on of procedures and the land parcel �dent�f�cat�on
system are qu�te advanced. In add�t�on, European Un�on �ntroduced a
Small Farmers Scheme �n May 2017. Not be�ng mandatory for EU
member states, �t allows a m�n�mum of €500 up to €1250 to small
farmers to reduce the�r f�nanc�al burden on operat�onal and
adm�n�strat�ve �ssues �n apply�ng to support. Currently, Bulgar�a,
Germany, Eston�a, Greece, Spa�n, Croat�a, Latv�a, Hungary, Malta,
Austr�a, Poland, Portugal, Roman�a, and Sloven�a are ut�l�z�ng the Small
Farmers Scheme, along w�th Italy. 

Bes�des the most �mportant problem, some aspects can help to
�mprove the s�tuat�on. Def�n�ng a “small farmer” may be valuable �f
agr�cultural pol�c�es d�rectly target that group. Educat�on and
awareness-ra�s�ng can benef�t eff�c�ency, �ntroduc�ng agr�cultural
technolog�es and the culture of �nvest�ng for �mproved welfare. The
collaborat�on of small farmers �s also cr�t�cal and essent�al for the
success of a small farmer.
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01
IPARD’s focus should be f�nd�ng the r�ght persons and
hold�ngs to support, �n cons�derat�on of the�r w�ll�ngness
and capac�ty to cont�nue work�ng �n rural development
sector. In order to make a select�on, appl�cant �s asked to
f�ll a bus�ness plan to ma�nta�n some product�on volume
and econom�c fores�ght. In th�s recommendat�on we
would l�ke to po�nt out the term�nology: “net present
value”. Net present value �s found through quant�ty and
pr�ce. 

02
·For every appl�cat�on rece�ved dur�ng the call, evaluators
can appra�se a value per product and use that rather than
farmer suggest�ng the pr�ces; and lett�ng the farmer only
select quant�ty. Th�s w�ll make net present value
calculat�on eas�er and more accurate as well as mak�ng
the results of d�fferent plans comparable. For �nstance,
assum�ng two appl�cants produce potatoes. Rather than
the appl�cant enter�ng a pr�ce for one k�lo of potatoes,
ARDSI may take the value determ�ned for a product by
TURKSTAT wh�ch represents a pr�ce average cover�ng the
whole of Turkey for that product. As the potato producers
w�ll only enter the volume of the�r foreseen product�on, the
econom�c value calculat�on w�ll use the same pr�ce for all
appl�cants among 42 prov�nces, creat�ng comparable and
accurate values. In other words, evaluator w�ll be able to
forecast cons�stently across d�fferent appl�cat�on forms
d�m�n�sh�ng the r�sk of adverse select�on.
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03
Cons�der�ng that the appl�cat�on form and bus�ness plan
are compl�cated �n most appl�cants' percept�on, �t may be
helpful to d�ssem�nate a complete appl�cat�on form for
each 302 sub-measure to gu�de the�r target groups. These
already-f�lled appl�cat�on forms may exempl�fy a proper
vers�on of the appl�cat�on. Wh�le th�s can be a good
pract�ce gu�d�ng the appl�cants, �t must be noted that the
calculat�ons w�ll change cumulat�vely as the �nputs
change. 

04
Appl�cants l�st the�r needs �n l�ne w�th the "el�g�ble costs"
def�ned �n the l�st of relevant measures. Dur�ng our
d�scuss�ons w�th hold�ngs and cooperat�ves who rece�ved
IPARD supports, �t was ment�oned that somet�mes the�r
product�on volume �ncreases more than what they
forecasted �n the�r appl�cat�on by the t�me �t �s processed
and s�gned. The capac�ty of mach�nery or equ�pment
ment�oned �n the�r appl�cat�on form falls short of the�r
expectat�on, yet they are obl�ged to buy what �s prev�ously
stated. It may be reasonable not to allow lower capac�ty
equ�pment. Yet allow�ng the IPARD benef�c�ary to buy a
larger mach�ne where IPARD pays the same amount
approved �n the appl�cat�on can be a way to mot�vate the
farmers �n the�r �nvestments. 
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05
None of the small farmers �n the s�x p�lot prov�nces
ment�oned an appl�cat�on that focuses on creat�ng a short
supply cha�n. The cooperat�ves, un�ons, and assoc�at�ons
stated that the short supply cha�n was hardly ever a top�c
they cons�dered �n rural development supports. The short
supply cha�n may be an �mportant pract�ce to support the
small-scale farmers. For that reason, �t may be
recommended that IPARD measures can encourage the
des�gn and format�on of short supply cha�ns at local.
Ut�l�z�ng the Local Act�on Groups formed under measure
202 and �nvolv�ng th�s concept �f �t �s �n l�ne w�th the local
strategy may also be a way to support the supply cha�n
models at local. 

06
IPARD requests to have one respons�ble for the�r
commun�cat�ons, and �t �s preferred that an appl�cant �s a
legal person, legal ent�ty, or cooperat�ve. If collect�ve
appl�cat�ons from small farmers want to be supported,
IPARD agenc�es may cons�der accept�ng ord�nary
partnersh�ps or notar�sed agreements done between
farmers who appo�nt one representat�ve among
themselves to answer to IPARD author�t�es. 
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07
Awardees of IPARD funds are exempted from VAT, yet
many adm�n�strat�ve documents br�ng costs. Regard�ng
the grants of IPARD, VAT on the acqu�s�t�on of perm�ts and
l�cens-es can be removed. 

08
S�nce agr�cultural product�on depends on the �nput pr�ces
of the prev�ous year, s�gn�f�-cant changes occur �n the
product cost from year to year. In cases where agr�cultural
mach�nery �s supported, pr�ces �ncrease w�th the exchange
rate d�fference, and there-fore agrar�an supports are
�nsuff�c�ent or do not meet the expectat�ons. Exchange
rate adjustment can be appl�ed to ease the burden of
fluctuat�ons on the farmers. IPARD had 26 calls unt�l now,
and Comm�ss�on was pos�t�ve about prov�d�ng exchange
rate adjust-ment only �n the last 2. The 8th call of IPARD II
gave an add�t�onal %39, and the 9th call gave %22. The
ARDSI needs to re-request th�s adjustment for every call,
yet mak�ng �t a part of the system could be very eff�c�ent �n
mak�ng IPARD funds ava�lable for small farmers.  
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09
Creat�ng a cert�f�ed or approved consultant mechan�sm
may be useful for the appl�cants who feel the need to work
w�th a consultant. It w�ll reduce fraud and may allow the
market to set an average pr�ce for consultancy serv�ces.

10
The consultants are somet�mes costly or do not del�ver the
necessary work for the appl�cat�ons even though they take
the money. A l�st of rel�able consultants or government-
cert�f�ed consultants would mot�vate all persons and
hold�ngs �n the agr�culture sector. 

11
If a farmer �s able to rece�ve a bank loan w�th less �nterest
rate by show�ng the award letter of IPARD, �t could
�ncrease the appl�cat�ons �n number and qual�ty because
the hold�ngs always cons�der the amount of money they
w�ll pay from the�r pockets and car-ry the concern of not
rece�v�ng what they expect.
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12
Reduc�ng the number of paperwork farmer needs to f�ll or
collect may be a cruc�al yet cr�t�cal change. Whether they
are educated or reapply�ng, all appl�cants compla�n about
the heavy documentat�on and number of ent�t�es they
need to v�s�t to acqu�re necessary documents. For
�nstance, the number of �nst�tut�ons that prov�de a rev�ew
�n obta�n�ng bu�ld�ng perm�ts may be rev�ewed and
rev�sed.

Accord�ng to the farmer survey we conducted dur�ng the project, 44%
of the target group would be more mot�vated �f they rece�ved a bank
load �n better cond�t�ons after rece�v�ng the IPARD project award. As
strong as the f�rst case, 40% would be happy to apply to IPARD �f
appl�cat�on procedures were eas�er. F�nally, s�gn�ng the contracts w�th
fore�gn currency �s the feedback that was rece�ved from all successful
�mplementat�ons as the�r �nvestment amounts �ncreased, yet the grant
amount stayed the same, result�ng �n the percentage of support
decrease. These three po�nts can be key to �mplement �f small farmers
are expected to apply to IPARD funds more often.
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%44  Fac�l�tat�ng the rece�v�ng
of a bank loan when the
project �s accepted
%40  Fac�l�tat�ng appl�cat�on
and grant procedures
%11  Grant contact should be
made �n fore�gn currency
%5  Implementat�on of M�n�stry
approved consultant system

 14.2 Recommendat�ons for Rural
Development Supports 

The def�n�t�on of “rural” d�ffer by country, though �t �s usually used �n
contrast to “urban.” Therefore, the use of “rural” (�nclud�ng f�sh�ng and
mounta�n f�sh�ng v�llages) as a relat�ve concept to “urban,” based on
soc�al, econom�c, and natural cond�t�ons �n each country may be most
adequate. 
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The f�nal benef�c�ar�es of development ass�stance are local
people �n both rural and urban areas. However, the�r l�vel�hoods
are based on s�gn�f�cantly d�fferent soc�al, econom�c, and natural
env�ronments. Most rural res�dents �n Turkey are engaged �n
and depend on local agr�culture, forestry, f�shery resources to
make a l�v�ng. If the local people are the f�nal benef�c�ar�es of
development ass�stance, rural development can be def�ned as
�mprov�ng susta�nable l�vel�hoods (espec�ally d�sadvantaged
groups), w�th careful attent�on pa�d to local character�st�cs. Thus,
the goal of rural development l�es �n the susta�nable
development of l�vel�hood for rural people.

The d�fference between rural development w�th
agr�cultural development

“Agr�cultural Development” ma�nly a�ms at �ncreas�ng products such
as crops, l�vestock, f�sh, etc. Human be�ngs, land, and cap�tal are
regarded as product�on goods and means. On the other hand, Rural
Development ma�nly targets people and �nst�tut�ons. Rural
development �ncludes agr�cultural development act�v�t�es; however, �t
�s one of the means of econom�c rev�tal�zat�on for act�ve farmers and
targeted rural v�llages
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General Appl�cat�ons of Publ�c Adm�n�strat�ons �n A�d
Appl�cat�ons

The method generally used by publ�c adm�n�strat�ons �s that of a�d
appl�cat�ons that requ�re �nformat�on from the farmer and are l�m�ted
by var�ous parameters. The a�d appl�cat�ons are successful. For
�nstance, they are f�nanced only �f the farmer's knowledge �s
cons�dered val�d and �f the parameters are respected.

The publ�c ent�ty has a certa�n amount of funds and establ�shes some
object�ves to be ach�eved. Th�s m�ght seem l�ke a class�c opt�m�zat�on
problem. Instead, �t �s compl�cated that the operators who w�ll use
the publ�c money to �mplement the�r projects and ach�eve the
general object�ves are farmers w�th the�r �ncent�ves and
character�st�cs. There �s an eff�c�ency problem due to �nformat�on
asymmetry: perhaps �t would have been better to help farmer A
more than farmer B. Not all farmers contr�bute �n the same way to
ach�eve the object�ves, so there may be a coord�nat�on problem due
to �nd�v�dual �ncent�ves. Ult�mately, w�th th�s method, ne�ther the
adverse select�on problem nor the moral hazard problem can be
countered.

The �nformat�on that the farmer enters �nto the bus�ness plans can
be wrong. The pr�ces and quant�t�es produced �n the future are often
est�mated opt�m�st�cally, wh�le the oppos�te can happen for costs. For
that reason, the adm�n�strat�on prov�des a l�st of pr�ces to use �n the
model can offer a solut�on. Th�s way, experts can evaluate the
degrees of freedom of the model decrease and the quant�tat�ve
var�ables based on h�stor�cal ser�es. As a result, they have much lower
volat�l�ty than pr�ces. 
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Turkey’s Ass�stance �n Rural Development

In the past, Turk�sh ass�stance focused not on rural development but
agr�cultural development and �mprovement of agr�cultural
product�v�ty. Therefore, approaches center�ng on techn�cal transfers
such as the construct�on of �rr�gat�on fac�l�t�es and the �ntroduct�on of
farm�ng techn�ques were ut�l�zed. However, the agrar�an pol�cy alone
was not suff�c�ent. As a result, mult�-sectoral act�v�t�es �ncreased. Th�s
�ncluded non-agr�cultural �ncome generat�on, capac�ty bu�ld�ng for
farmers, health and hyg�ene, �nfrastructure, educat�on, env�ronment,
and capac�ty bu�ld�ng. Internat�onal trends, Turkey's EU Access�on
negot�at�ons contr�buted to th�s change.

Effect�ve Approaches for Rural Development

Although the tr�ckle-down theory was based on the bel�ef that an
expanded macroeconomy could �mprove the l�v�ng standards of
�mpover�shed people, �ts effect�veness has been quest�onable.
However, �ts fa�lure does not necessar�ly mean that efforts should be
concentrated at the grassroots level only. Th�s �s because the
development of rural areas cannot be ach�eved w�thout attent�on to
urban areas, wh�ch are the pr�mary consumers of agr�cultural
products. If convent�onal development projects were effect�ve, rural
poverty would have �mproved more s�gn�f�cantly (wh�ch �s not the
case).
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Effect�ve Approaches for Rural Development

Therefore, �t �s clear that the trad�t�onal rural development
approaches need to be �mproved. As a result, the promot�on of
rural development requ�res adequate �nputs to generate
suff�c�ent results. Development �ssues must therefore be
comprehens�vely and cross-sect�onally understood for th�s to be
real�zed. Max�mum use of human and mater�al resources �n
rural areas �s also necessary. Strengthen�ng part�c�patory
research and extens�on partnersh�ps, development-or�ented
local governance, and �nst�tut�ons such as cooperat�ves, farmer
organ�zat�ons, bus�ness assoc�at�ons, sc�ent�f�c �nst�tut�ons, and
un�ons support small-scale producers and entrepreneurs to
capture and add value to ex�st�ng opportun�t�es on-farm, post-
harvest, and �n non-farm rural enterpr�ses.

Target�ng small-scale self-suff�c�ent farmers for �ncome generat�on
through agr�culture; rather than the farmers who are barely
�nvolved �n agr�culture to make a l�v�ng. Farmers must take the
�n�t�at�ve �n cont�nu�ng agr�cultural presence and �nfrastructure. 
Development of small-scale supports (such as equ�pment,
�rr�gat�on, etc.) rather than large-scale, bureaucrat�cally exhaust�ng
campa�gns.
Capac�ty bu�ld�ng for agr�cultural extens�on workers and
consultants.

Ma�n act�ons proposed �n th�s scope:
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Empowerment of commun�ty-based act�v�t�es for farm�ng.
When �ntroduc�ng new technology, r�sk management �s requ�red.
Less r�sk-tak�ng methods us�ng trad�t�onal farm�ng ones are
preferable, espec�ally at the early steps.
Ensur�ng commun�ty part�c�pat�on �s requ�red for all projects. 
Increas�ng capac�t�es of the extens�on workers and consultants to
d�rect farmers �n the opt�mum way poss�ble.
Bu�ld�ng a sol�d, well-operat�ng, compet�t�ve consultant ecosystem
(cons�st�ng of publ�c and pr�vate ent�t�es, NGOs, and natural
persons) w�ll best serve the �nterests of the small farmers �n any
area.
For agr�cultural �ncome generat�on, product sales are �mportant. It
�s essent�al to �mprove the cap�tal acqu�s�t�on env�ronment.

Ma�n act�ons proposed �n th�s scope:
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Eventually, a legal framework that ensures that dec�s�ons are made
by elected members able to balance the need for eff�c�ency and
equal�ty �s the bas�s of a long-stand�ng assoc�at�on.

A part�cular problem has emerged �n Italy w�th a�d programs that
f�nance aggregat�ons �n a supply cha�n: some measures g�ve
resources to d�fferent and somet�mes compet�ng compan�es �n the
same sector to become more prom�nent actors �n the value cha�n.
However, �f the property of the equ�pment bought w�th the a�d
belongs to every s�ngle company, the measure's goal was not
reached. They would not coord�nate as necessary and would use the
equ�pment to �ncrease the�r eff�c�ency w�thout g�v�ng r�se to a set of
compan�es that face the buyers together. The same can happen w�th
s�ngle farmers: �t �s thus necessary that they form a legal ent�ty and
that th�s legal ent�ty becomes the benef�c�ary, the owner of the
acqu�red equ�pment, and the manager of the farmers' product�on.
Ideally, s�ngle farms have to become product�on un�ts of the same
legal ent�ty spread across d�fferent locat�ons �n a terr�tory.

The need for a cultural background that emphas�zes pos�t�ve aspects
of shar�ng wh�le manag�ng and m�n�m�z�ng d�fferences of op�n�on
and expectat�ons. European Countr�es have been prov�d�ng efforts to
create the necessary cultural read�ness for the�r farmers s�nce the
foundat�on of the European Un�on. And the fact that small farmers
faced a much larger compet�t�on, they were mot�vated to work
collect�vely to surv�ve, as work�ng together allowed them to ma�nta�n
advantages they couldn't obta�n alone.
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A legal framework that ensures that dec�s�ons are made by elected
members can balance the need for eff�c�ency and equal�ty.

In many cases, nat�onal pol�c�es, regulat�ons, and f�scal �ncent�ves
create barr�ers to small farmers' prosper�ty and res�l�ence. More than
any other change, pol�cy reforms and �mproved publ�c governance
and accountab�l�ty at both nat�onal and local levels w�ll be essent�al
to ach�ev�ng the goal of no small farmer be�ng left beh�nd.
Intervent�ons and �nvestments to �mprove small farmers'
product�v�ty, �ncomes, and res�l�ence requ�re a d�verse group of actors
work�ng systemat�cally together to address mult�d�mens�onal and
�nterdependent challenges.

In legal and regulatory prov�s�ons, small-scale fam�ly farm�ng should
be recogn�zed and def�ned g�ven �ts econom�c, soc�al, env�ronmental,
and cultural role and grant �t spec�al status. Through �ts mult�-
funct�onal�ty, small-scale farm�ng �s well prepared to meet the
challenges of today and so should benef�t from a good �nst�tut�onal
env�ronment. Furthermore, the soc�al r�ghts of farmers, espec�ally the
most vulnerable, should be off�c�ally recogn�zed. Moreover, a legal
framework should be establ�shed to allow var�ous farm partnersh�ps
to apply to the supports.

Small farmers should benef�t from pos�t�ve d�scr�m�nat�on �n a more
access�ble and f�nanc�ally fulf�ll�ng course for grant and support
appl�cat�ons through leg�slat�ve and adm�n�strat�ve changes.
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One of the most fundamental changes faced by small farmers �s
�nsecure land tenure. Small farmers who lack secure r�ghts to the�r
land cannot access �nst�tut�onal cred�t and lack the long-term
secur�ty needed to just�fy mak�ng labor or f�nance �ntens�ve land-
based �nvestments to �ncrease agr�cultural product�v�ty. W�thout
certa�n r�ghts, they cannot dr�ve econom�c development, food
secur�ty, nor can they tap or produce benef�ts a�med to be atta�ned.

Promot�on conduc�ve land leg�slat�on, pol�c�es, and governance that
can �mprove the structure and v�ab�l�ty of hold�ngs, the l�vel�hoods of
small-scale farmers and the�r fam�l�es. It would be part�cularly
des�rable to promote gender-based rules of fa�r land governance to
ensure that women and men are �nvolved �n the same way �n
dec�s�ons relat�ng to farm management and the management or
ownersh�p of land.

Publ�c �nst�tut�ons ded�cated to agr�culture should be strengthened
�n stat�st�cs, soc�al protect�on, f�nance, extens�on, tra�n�ng, research,
land governance, and water management as a prerequ�s�te for
support�ng small-scale fam�ly farm�ng. In the absence of operat�onal
ent�t�es, the �mplementat�on phase of any pol�cy �s doomed to fa�l. 
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The fragmentat�on of agr�cultural land and fa�lure to secure
ownersh�p and �nher�tance r�ghts are major challenges that hamper
�nvestment and reduce ra�s�ng product�v�ty. It would also be
part�cularly des�rable to promote gender-based rules of fa�r and land
governance to ensure that women and men are �nvolved �n the same
dec�s�ons relat�ng the farm management and to the management or
ownersh�p of the land.

Aff�rmat�ve act�on for women small farmers �s a w�se �nvestment
because, as the World Bank Gender Agr�culture Source Book 2009
recogn�zed, "r�ghts to land and natural resources �ncrease a woman's
barga�n�ng power w�th�n the household resources to ch�ldren as well
as �ncreased household welfare."Pol�cymakers need to go beyond
gender bl�nd pol�c�es that support small farmers. Women
smallholders need to be spec�f�cally targeted.

The soc�al r�ghts of small-scale farmers should be formally
recogn�zed, and soc�al protect�on measures �n favor of small-scale
farmers and the�r fam�l�es should be put �n place, reduc�ng poverty
and strengthen�ng household res�l�ence. Instruments such as health
�nsurance, workplace �nsurance, ret�rement pens�ons, and soc�al
safety nets for the most vulnerable (head of the smallhold�ngs and
the�r fam�ly members) should be �mplemented.
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Due to the �nher�tance law, agr�cultural terr�tor�al �ntegr�ty �s be�ng
d�v�ded and shr�nk�ng.
Eff�c�ency decreases due to scale reduct�on. 
Mechan�zat�on weakens as the scale gets smaller. 
Fam�ly-type bus�nesses are also fall�ng apart.
W�th the �ncrease �n the educat�onal opportun�t�es of the youth,
there are escapes from v�llage l�fe, and the number of people l�v�ng
�n rural areas who w�ll cont�nue the�r agr�cultural act�v�t�es by
modern�z�ng them �s decreas�ng.
W�th the expans�on of settlement areas, reg�ons where agr�cultural
act�v�t�es are carr�ed out, are opened to non-agr�cultural use
(res�dent�al or �ndustry), and agr�cultural land �s lost. In add�t�on,
when many v�llages fall under the ne�ghborhood class�f�cat�on w�th
the Law on Mun�c�pal�t�es, they go beyond the def�n�t�on of rural
areas and fall outs�de the cr�ter�a st�pulated for apply�ng for
supports.
S�nce the agr�cultural sector �s predom�nantly labor-based,
cooperat�on and organ�zat�on on the labour end eas�ly.
The development of agr�culture-based �ndustry �ncreases
agr�culture vs. �ndustry compet�t�on, and cap�tal power dom�nates
labor
In agr�cultural lend�ng transact�ons, cred�t �nst�tut�ons work on
collateral, and the cred�t�ng of small producers �s d�srupted.

The fa�lure to ach�eve development desp�te both central and local
support can be l�sted under general head�ngs as follows;
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S�nce Agr�cultural Cred�t Cooperat�ves lack resources or cannot be
managed well, the supply of seeds, fert�l�zers, cred�ts, breed�ng, and
mach�nery cannot reach many but unorgan�zed farmers.
Insuff�c�ent coverage of agr�cultural pol�c�es �n the med�a and
�nsuff�c�ent promot�onal serv�ces create problems �nform�ng and
d�rect�ng the farmer.
The support procedure's complex�ty and t�me-consum�ng may lose
the�r mean�ng �n an �ndustry where seasonal product�on and
dec�s�ons are made. 

The fa�lure to ach�eve development desp�te both central and local
support can be l�sted under general head�ngs as follows;

Increas�ng the act�v�ty of the local organ�zat�on to enl�ghten the
farmer,
Def�n�ng concepts such as farm�ng and shepherd as a profess�on,
Ensur�ng good farm�ng and an�mal husbandry, establ�sh�ng
un�vers�ty-farmer cooperat�on to develop �nnovat�ve techn�ques
and pract�ces, prov�d�ng �nternsh�ps to students �n the relevant
departments, or prov�d�ng on-the-job tra�n�ng to the farmer
through p�lot garden�ng stud�es, 
Cred�t�ng fam�ly bus�nesses by creat�ng a r�sk fund �n lend�ng, 

In order to solve these problems;
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Us�ng v�sual med�a �ntens�vely �nstead of wr�tten med�a, �n the
announcement of rural development �ncent�ves, 
Support�ng the "rural tour�sm" efforts of small-scale fam�ly
bus�nesses w�th leg�slat�on and �ncent�ves, ease on the tax �f a
farmer also �ntegrates rural tour�sm fac�l�t�es �nto the�r bus�ness, 
Awardees of IPARD funds are exempted from VAT, yet many
adm�n�strat�ve documents br�ng costs. Regard�ng the grants of
IPARD, VAT on the acqu�s�t�on of perm�ts and l�censes can be
removed. 
Local governments may organ�ze farmers' markets such as �n
Beypazarı so that farmers can have a place to d�splay the�r food.
Apply�ng less VAT on the goods bought from farmers' markets
could catch the attent�on of many customers and allow them to
support the small farmers by purchas�ng from them. 
Markets, restaurants, hosp�tals, a�rports, and schools may apply less
VAT when buy�ng from a cooperat�ve or un�on, wh�ch would
mot�vate both ends to have stronger t�es.

In order to solve these problems;
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Agr�cultural tra�n�ng and extens�on play a s�gn�f�cant role �n the
development of small-scale farm�ng. In add�t�on, the�r role �n
test�ng and d�ssem�nat�ng research-based agrar�an knowledge
and technology to rural people results �n �mprovements �n the
agr�cultural sector. 

W�th l�ttle exposure to pract�cal agr�cultural tra�n�ng, small
farmers learn the�r vocat�on from relat�ves and ne�ghbors. As a
result, they rely on often �neffect�ve farm�ng techn�ques rather
than good agr�cultural pract�ces that boost y�elds and preserve
the�r farms. 

Small farmers’ access to knowledge and techn�ques, knowledge-
shar�ng, and d�ssem�nat�on of research f�nd�ngs and trad�t�onal
know-how should be fac�l�tated. Pol�cymakers and other related
ent�t�es should �nvest more �n agr�cultural research, vocat�onal
tra�n�ng, and extens�on serv�ces, and the transfer of �nnovat�ons
target�ng small-scale fam�ly farm�ng. The object�ve �s to enhance
the product�v�ty of the small-scale farmers on the one hand and to
adopt susta�nable pract�ces are on the other hand. Agr�cultural
un�ons, assoc�at�ons, and act�on groups of the small farmers
should also benef�t from the same serv�ces and bu�ld capac�t�es to
enable small farmers to apply for supports or work collect�vely.
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Nat�onal tra�n�ng campa�gns can be �mplemented by cap�tal�z�ng
Nat�onal Rural Network �n add�t�on to prov�d�ng nat�onal
ass�stance for local ent�t�es. Separately, support-based tra�n�ng
campa�gns can ass�st small farmers wh�le apply�ng for spec�f�c
support programs. Means mass med�a, mob�le fac�l�t�es, the
�nternet, and other aud�o-v�sual tools can also be used to further
ease the reach of small farmers to the tra�n�ng campa�gns.

In the longer run, a compet�t�ve, techn�cally sound, and cost-
effect�ve extens�on, consult�ng, and tra�n�ng ecosystem must be
establ�shed for small farmers to enhance farm product�v�ty and
�ncrease household �ncome.

Prov�d�ng tra�n�ng on the below subjects can help �ncrease the
capac�ty of small and med�um-s�zed agr�cultural hold�ngs �n
access�ng the rural development funds as well as manag�ng the�r
bus�nesses and �nvestments upon a sol�d bas�s: 

Management Bas�cs

Th�s tra�n�ng can �nclude modules that reflect d�fferent farm
enterpr�ses such as crops, vegetables and fru�ts, and l�vestock.
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Pr�nc�ples of bus�ness plann�ng

 As the supports a�m to guarantee the hold�ng keeps and
flour�shes the bus�ness processes �n the follow�ng f�ve years, �t
�s �mportant to gu�de the appl�cants and potent�al
benef�c�ar�es to understand bus�ness process plann�ng. It w�ll
make the preparat�on of bus�ness plans eas�er dur�ng
appl�cat�ons to IPARD measures. Th�s knowledge can also be
used �n sett�ng the ground rules for those who w�ll share land,
mach�nery, equ�pment, or labor.

Eleven pr�nc�ples of a cooperat�ve and management

Small farmers str�ctly emphas�zed that cooperat�ves were eas�ly
becom�ng �nact�ve, and people d�d not prefer to form
cooperat�ves. D�scuss�ons revealed that the collapse of most
attempts m�ght be due to a lack of management and plann�ng
capac�ty. In l�ght of that �dea, th�s top�c can be benef�c�al to
susta�n and ensure eff�c�ent operat�on as cooperat�ves are
cr�t�cal for shar�ng resources and reduc�ng costs. 

Advantages of be�ng together

 In all of the p�lot prov�nces v�s�ted, small farmers stated that
collect�vely operat�ng bus�nesses are culturally not preferred �n
most reg�ons of Turkey. D�ssem�nat�ng the advantages can
�n�t�ate a change by expla�n�ng the benef�ts of collect�ve work
or shar�ng resources.
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The IPARD appl�cat�on process for measures 

(Espec�ally 302 measure wh�ch concerns small-s�ze
agr�cultural hold�ngs): Workshops can be organ�zed that
expla�n how to prepare an appl�cat�on by go�ng through a
complete appl�cat�on form for each measurement. It �s also
essent�al to �nclude workshops that expla�n the spec�f�c rules
and opportun�t�es for the benef�c�ar�es to apply collect�vely.
Th�s way, an appl�cant can be aware of the advantages of
apply�ng collect�vely and how they can manage the�r
�nvestment by def�n�ng the ground rules and plann�ng of
bus�ness act�v�t�es.

The IPARD �mplementat�on process

 Th�s �s a cr�t�cal �ssue because �t has been understood as a
result of our meet�ngs that most consultants prov�de the�r
serv�ces focused on the appl�cat�on, not the �mplementat�on
procedures. It �s commonly exper�enced that awardees do not
s�gn the agreement after learn�ng the �mplementat�on deta�ls,
payment schedule, and the�r l�ab�l�ty to keep certa�n cond�t�ons
for the next f�ve years. Awareness-ra�s�ng on the
�mplementat�on process �s espec�ally cr�t�cal �f collect�ve
appl�cat�ons are to be encouraged.



 

R E P O R T  O N  C O L L E C T İ V E  M O D E L S  F O R  D E V E L O P M E N T  O F  S M A L L  F A R M E R S

14
. R

E
C

O
M

M
E

N
D

A
TI

O
N

S

 14.5 Recommendat�ons on                        
Tra�n�ngs

Bu proje Avrupa Birliği ve Türkiye Cumhuriyeti
tarafından finanse edilmektedir.

 

Sem�nars are organ�zed to d�ssem�nate success stor�es under Nat�onal
Rural Network (NRN). S�m�larly, IPARD agenc�es can also organ�ze sem�nars
or �nformat�on days to gather the�r potent�al benef�c�ar�es together. Th�s
can br�ng all �nterested part�es together, allow them to meet the farmers
who appl�ed and were able to rece�ve IPARD supports, how they �nvested,
how th�s �nvestment returned, and the steps they followed dur�ng IPARD
appl�cat�on and dur�ng �mplementat�on. 

These �nformat�on days are cr�t�cal to create
synergy and make the target groups
understand they are not alone. Agr�cultural
eng�neers and econom�sts can be
encouraged to lead the sem�nars organ�zed
by the Prov�nc�al Coord�nat�on Un�ts of IPARD.
The �nvolvement of Local Act�on Groups to
br�ng the small farmers together, act�vate the
collaborat�on between d�fferent actors �n rural
development, and become a dr�v�ng force for
the rural benef�c�ar�es �s cr�t�cal and essent�al. 

It �s h�ghly recommended that Local Act�on Groups be act�ve �n �nform�ng and
mot�vat�ng the farmers and be�ng the�r connect�on to the small farmers such
as ARDSI, prov�nc�al d�rectorates of MoAF, mun�c�pal�t�es, assoc�at�ons, etc.

It must be h�ghl�ghted that tra�n�ng �s essent�al. Even though the Prov�nc�al
Coord�nat�on Un�ts of ARDSI are respons�ble for collect�ng appl�cat�ons,
contract�ng, and mak�ng on-the-spot controls, manag�ng IPARD supports,
they also requ�re tra�n�ng of target groups. ARDSI organ�zes s�m�lar tra�n�ng
days, yet part�c�pants are pr�mar�ly consultants. Those tra�n�ngs can be more
frequent and also target the farmers themselves. Dur�ng the v�s�ts to p�lot
prov�nces, �t was clearly seen that small farmers would be mot�vated to ask
more quest�ons and be �nterested, even become h�ghly encouraged to apply,
once they understand the requ�rements and cond�t�ons clearly.
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F�rst and most cr�t�cal concept to ra�se awareness of farmer �s to make
h�m/her understand that s/he �s not l�v�ng on a farm, s/he �s manag�ng
a bus�ness. The farmers should know that there are costs, there are
sales and prof�ts, they have to know what went �n and out of the�r
pockets, they have to plan and �nvest, just l�ke �n any other bus�ness.
The�r �ntent�on should be to �t more profess�onally �n order to earn
more and ma�nta�n welfare.

Secondly, �t �s �mportant for the rest of the people to understand that
farm�ng �s a cr�t�cal bus�ness for our surv�val, �t �s not an easy job, we
should accept and respect farm�ng as an occupat�on. Throughout our
meet�ngs, �t was ment�oned many t�mes that banks �n the past
wouldn’t dare support farmers by judg�ng on the�r clothes and status.
In order to educate the publ�c, WWOOF�ng can be an �nterest�ng
opt�on.

The concept of WWOOF�ng was created �n England �n 1970, under the
name Work�ng Weekends on Organ�c Farms. The name of the
assoc�at�on, organ�zed on a nat�onal bas�s, has changed to Worldw�de
Opportun�t�es on Organ�c Farms. There �s also a nat�onal organ�zat�on
�n Turkey (wwoofturkey.org). The bas�c concept �s that c�t�zens go to a
farm, contr�bute to the work, spend a per�od of hol�days, help the
development of small farmers, buy the�r products and start a useful
cultural exchange.

As a WWOOFer, a c�t�zen w�ll part�c�pate �n the da�ly l�fe of the host,
help on the farm, learn about susta�nab�l�ty, exper�ence a new culture
and meet new people, and rece�ve free room and board dur�ng the�r
stay.
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The host�ng farmer w�ll open the�r home to rece�ve v�s�tors who want to
connect w�th organ�c food, farm�ng and support the susta�nab�l�ty
movement.

The WWOOF's goal �s to prov�de �nd�v�duals from all around the world
the opportun�ty to:

ga�n pract�cal sk�lls �n agr�culture, l�vestock farm�ng, organ�c
farm�ng and garden�ng
exper�ence rural l�v�ng wh�le shar�ng �n the everyday l�fe of your host
further the organ�c and susta�nab�l�ty movement
part�c�pate �n a cultural exchange

The d�ffus�on of th�s pract�ce �s completely compat�ble w�th the
susta�nab�l�ty needs not only of agr�cultural act�v�t�es but also of all
human act�v�t�es. It could be very useful to env�sage measures to help
farmers �mprove the�r accommodat�on capac�ty, as the unpa�d work of
the wwoofers decreases the cost of product�on and �ncreases fam�ly
�ncomes. These �n�t�at�ves are part�cularly su�table �f started �n areas not
far from large c�t�es �n order to reduce transfer t�mes.

Agr�cultural tra�n�ng and extens�on play a s�gn�f�cant role �n the
development of small-scale farm�ng. The�r role �n test�ng and
d�ssem�nat�ng research-based agr�cultural knowledge and technology
to rural people results �n �mprovements �n the agr�cultural sector. W�th
l�ttle exposure to effect�ve agr�cultural tra�n�ng, small farmers learn
the�r vocat�on from relat�ves and ne�ghbours. As a result, they rely on
often �neffect�ve farm�ng techn�ques, rather than good agr�cultural
pract�ces that boost y�elds and preserve the�r farms. 
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Small farmers’ access to knowledge and techn�ques, knowledge-
shar�ng and d�ssem�nat�on of research f�nd�ngs and trad�t�onal know-
how should be fac�l�tated. Pol�cy makers and other related ent�t�es
should �nvest more �n agr�cultural research, vocat�onal tra�n�ng and
extens�on serv�ces, and �n the transfer of �nnovat�ons target�ng small-
scale fam�ly farm�ng. The object�ve �s to enhance the product�v�ty of the
small-scale farmers on the one hand, and to adopt susta�nable
pract�ces are on the other hand. Agr�cultural un�ons, assoc�at�ons and
act�on groups of the small farmers should also be benef�ted from the
same serv�ces �n add�t�on to bu�ld�ng capac�t�es for them to enable
small farmers to apply for supports or work collect�vely.

Nat�onal tra�n�ng campa�gns can be �mplemented by cap�tal�z�ng
Nat�onal Rural Network �n add�t�on to prov�d�ng nat�onal ass�stance for
local ent�t�es. Separately, support-based tra�n�ng campa�gns can be
�mplemented to further ass�st the small farmers wh�le apply�ng spec�f�c
support programs. Means of mass med�a, mob�le fac�l�t�es, �nternet,
and other aud�o-v�sual tools can also be used to further ease the reach
of small farmers to the tra�n�ng campa�gns. In Italy, the governmental
�nst�tut�on CREA owns lands �n d�fferent places of Italy where they
research more eff�c�ent ways of agr�culture, new mach�nes and
modern techn�ques. Th�s can also be appl�ed by the government
ent�t�es of Republ�c of Turkey or Un�ons who are spec�al�sed �n an area.
One of the successful examples ment�oned under t�tle 11.1 also �ncludes
th�s appl�cat�on. One of the farmers �n Tahtacıörenc�k V�llage ded�cated
a part of the�r land for exper�ment�ng. 
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The cooperat�ng 26 fam�l�es try d�fferent techn�ques, mater�als and
mach�nes there, somet�mes use the space to see �f a certa�n product �s
su�table for Güdül’s m�cro-cl�mate and organ�se hands-on tra�n�ngs for
themselves. Th�s techn�que creates great outputs and added value for
the �mprovement of eff�c�ency. In the longer run, a compet�t�ve,
techn�cally sound and cost-effect�ve extens�on, consult�ng and tra�n�ng
ecosystem must be establ�shed for small farmers to enhance farm
product�v�ty and �ncrease household �ncome.

 14.7 Recommendat�ons to
Stakeholders 

Target�ng small-scale farmers �s cr�t�cal through new and �nnovat�ve
publ�c-pr�vate partnersh�ps, �ncreased publ�c �nvestments �n research
and extens�on systems, and development-or�ented local governance
and �nst�tut�ons. In add�t�on, develop�ng cooperat�ves, farmer
organ�zat�ons, bus�ness assoc�at�ons, sc�ent�f�c organ�zat�ons should be
emphas�zed, expl�c�tly support�ng the needs of small-scale agr�cultural
producers and entrepreneurs to capture and add-value on-farm, post-
harvest, and off-farm enterpr�ses. These are needed to ass�st small-
scale farmers, who are env�ronmentally susta�nable w�thout sacr�f�c�ng
y�eld, overcome h�gh market costs, thus enabl�ng them to harness
the�r market potent�al. To rehab�l�tate the small s�ze agr�culture sector
and make �t more attract�ve, �t �s f�rst of all necessary to leg�slate the
status of small farmers where �t �s non-ex�stent and recogn�ze small-
scale farmers and the�r contr�but�ons at the nat�onal level.
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It �s also necessary to deploy a range of pol�c�es and measures
focus�ng on small-scale farmers, wh�ch cap�tal�ze on strong publ�c
�nst�tut�ons and small farmer part�c�pat�on �n dec�s�on mak�ng. 
More cons�derat�on should be g�ven to small farmers who are
currently poorly represented �n the representat�ve structures of
the profess�on and agr�cultural un�ons. The�r representat�on �n
publ�c �nst�tut�ons �s key to the success of programs rolled out �n
the�r favor. The part�c�pat�on of the�r representat�ves �n the
development of favorable pol�c�es, strateg�es, and programs
should be cons�dered when des�gn�ng these and cont�nued
through feedback, �mpact mon�tor�ng, and d�scuss�ons on
changes to be made. Moreover, mult�-small farmer d�scuss�on
forums should be created or enhanced to address food secur�ty
�ssues, reg�onal development, econom�c growth, and the cho�ce
of the developments or �nvestments to be made at the local level.
Indeed, the eff�c�ency of a pol�cy l�es �n the qual�ty of the tools
used, the�r adaptat�on to �mplementat�on cond�t�ons, and
negot�at�ng all prev�ous arrangements w�th small farmers.
Sectoral (for jo�nt venture) or terr�tor�al and mult�-small farmer
reflect�on and �nvestment frameworks should be created to
enable collateral loans and other opportun�t�es.
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The emergence and strengthen�ng of small-scale farmer
organ�zat�ons and promote the creat�on of collect�ve tools and
approaches (cooperat�ve sett�ng for the use of equ�pment, seed
supply, collect�ve market�ng of goods, producer organ�zat�ons
and trade un�ons) should be supported. Such collect�ve act�ons
w�ll enhance the eff�c�ency and compet�t�veness of small-scale
fam�ly product�on fac�l�t�es, reduce asymmetr�es �n relat�on to
prom�nent econom�c actors, and ensure that small-scale fam�ly
farmers enjoy econom�es of scale. Incent�ves, f�scal, techn�cal
and manager�al ass�stance should encourage all forms of
pool�ng of resources ava�lable to small-scale producers and
promote producer assoc�at�ons and federat�ons. It would also be
necessary to bu�ld the capac�t�es of such farmer assoc�at�ons or
federat�ons so that they can represent such categor�es �n
pol�t�cal c�rcles. Publ�c �nvestments and supports should target
the rural areas to make them attract�ve places to l�ve �n, w�th
essent�al �nfrastructure and v�tal publ�c serv�ces. In add�t�on,
donors and governments should devote spec�al efforts and
attent�on to the most marg�nal�zed areas to m�t�gate reg�onal
�nequal�t�es.
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Th�s project �nvest�gated the obstacles small farmers faced
wh�le apply�ng to rural development and IPARD supports.

 Among the cr�t�cal reasons observed �n the �nterv�ews and
surveys, the follow�ng were noted as top reasons l�m�t�ng the
number of appl�cat�ons: 

a.    Insuff�c�ent bas�c tra�n�ng and/or techn�cal knowledge to
understand opportun�t�es and appl�cat�ons. 
b.    L�m�ted owner's cap�tal. 
c.    Not want�ng to take r�sks due to the fear of not be�ng
successful. 

The ma�n reasons prevent�ng collect�ve work and jo�nt
appl�cat�ons were noted as: 

d.    Lack of trust of farmers �n one another and 
e.    D�ff�culty �n manag�ng jo�nt �nvestments. 

To �mprove the cond�t�ons for the problems as ment�oned
above, the follow�ng are recommended �n the report: 

For a) 
Improv�ng the bas�c techn�cal knowledge, extens�on serv�ces
play a cr�t�cal role. Stakeholders work�ng together can reduce
the �mpact of th�s problem, or agr�cultural support centers can
be formed where farmers can go to rece�ve consultancy. 
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For b) and c) 

IPARD has �ncluded an adjustment for the exchange rate �n the
last two calls. It can be debated to have th�s cond�t�on �n every
call and only dec�de on the percentage. In add�t�on, the award
letter of IPARD can br�ng some �nterest advantages �n part�cular
banks, wh�ch could mot�vate the farmer to take bank loans. 

These recommendat�ons can f�x the most common and most
cr�t�cal obstacles all small farmers face. 

Lack of trust �s part�ally personal, part�ally cultural. It takes t�me
to change a v�s�on. Somet�mes certa�n cond�t�ons enable �t, yet
mostly �t can be ma�nta�ned from stakeholders' collaborat�on to
�mprove farmers' welfare. The ab�l�ty to manage bus�nesses as a
team �s a matter of tra�n�ng and consultancy. Once aga�n, the
�mportance of un�ons, assoc�at�ons, LAGs, and Chambers �s
under the spotl�ght. 

A br�ef evaluat�on of the IPARD (Instrument for Pre-access�on
Ass�stance Rural Development) program �n Turkey and small
farmers 

IPA �s how the EU supports reforms �n the enlargement
countr�es w�th f�nanc�al and techn�cal support. L�ke any other
pol�cy, the IPARD, one of the f�ve components of the IPA
program, cons�sts of 3 elements: 
·      agr�cultural pol�cy object�ves, 
·      ava�lable resources assoc�ated w�th the measures, and 
·      act�ons requ�red of farmers. 
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Accord�ng to Turkstat 2014, more than 65% of the total
agr�cultural area belongs to farms �n the three s�ze classes
between 5 ha and 49 ha. The average s�ze of agr�cultural
hold�ngs �s 6.8 ha. Data from the census of 2001 show that there
were three m�l agr�cultural hold�ngs and that 83% of them was
smaller than 10 ha. 

The �mportant po�nt �s that under IPARD, farmers who rece�ve
a�d to �nvestments must meet several ex-post cond�t�ons: those
related to Chapter 12, publ�c health and an�mal welfare, and
those perta�n�ng to Chapter 11, env�ronmental protect�on. 

The appl�cant should subm�t a bus�ness plan. Small �nvestments
may subm�t a s�mpl�f�ed vers�on. However, we understand that
SF generally �s unable to prepare even the s�mpl�f�ed vers�on. 

The appl�cant should prove the�r capab�l�ty w�th an agr�cultural
vocat�onal school or college, or un�vers�ty degree. However, we
understand that SF often does not have these character�st�cs. 

The a�d �ntens�ty that �s the quota of contr�but�on �s generally
60%. If the farmers are younger than 40 years old and the area �s
mounta�nous, �t �ncreases to 70%. But farmers have to pay
upfront, wa�t for the contr�but�on after the �nvestment �s made,
and prov�de 30% to 40% of the�r cap�tal. 

Adv�sory serv�ces (under Measure 8.2.10) are errat�c, and we have
found that pr�vate consultants often d�d not do the�r best to
secure the farmers' trust. 
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The agr�cultural sector �n Turkey faces today the same problems
that most EU countr�es faced some decades ago. Nevertheless,
small farmers are an �mportant component of the pr�mary
sector, and wh�le some of them w�ll leave the sector f�nd�ng
alternat�ve employments, some others w�ll be able to �ncrease
the eff�c�ency of the�r farms, ensure a decent �ncome for the�r
fam�l�es, contr�bute to the supply of food and a healthy d�et for
the populat�on and take care of the protect�on of the natural
env�ronment �n wh�ch they operate. 

In Europe, a�d measures for small farmers requ�re fewer and
fewer constra�nts and the assoc�ated adm�n�strat�ve costs tend
to decrease. But, on the other hand, our op�n�on �s that the
l�m�tat�ons and d�ff�cult�es faced by small Turk�sh farmers are
excess�ve. 

European farmers are more fam�l�ar w�th how to subm�t
appl�cat�ons. 
Ital�an farmer reg�stry system called SIN �s very
comprehens�ve, and documents produced by the system
can cover most of the quest�ons about the farmer when
evaluat�ng to g�ve a�d. 

The d�fferences between Rural Development Program's �n
Europe and IPARD �n Turkey are elsewhere: 
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They benef�t from hav�ng both the�r trade un�on organ�zat�ons and
freelance agronom�sts at the�r d�sposal. Italy has agr�cultural
support centers where farmers can go, get �nformat�on about a�ds
and the�r appl�cat�on procedures, rev�se the�r �nformat�on on the
reg�stry system, get documentat�on, rece�ve support �n f�ll�ng the
appl�cat�on. 
There are many opportun�t�es for a small farmer to part�c�pate �n
tra�n�ng programs or access extens�on serv�ces. 
The stakeholders �n Europe have been act�vely �ntroduc�ng the
concepts of collaborat�on and collect�ve work. They enabled the
farm partnersh�ps or Consort�ums to act as a legal ent�ty w�thout
the need to form a company. 
The European small farmers faced a very compet�t�ve market when
the Un�on was establ�shed. It wasn't just about sell�ng w�th�n the�r
Country anymore. It was about serv�ng the Un�on. The efforts to
�ntroduce collect�ve work started to be more mean�ngful, and
farmers adopted the �dea to reduce product�on costs. 

The d�fferences between Rural Development Program's �n Europe and
IPARD �n Turkey are elsewhere: 
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It �s a fact that Europe has been work�ng to �mplement the
concepts of collect�ve work and short supply cha�n for many
years. Turkey only started much later, and change takes t�me. It
�s not because Turk�sh farmers are less capable; �t �s because
the necessary t�me and efforts are st�ll g�ven. Tra�n�ng and
awareness-ra�s�ng need to be �ncreased. Moreover, maybe
cond�t�ons that der�ve the mot�vat�on of farmers to collaborate
are not formed yet. In the current cond�t�ons, we bel�eve that �t
�s necessary to def�ne "small farmers," focus efforts on them so
they keep on creat�ng value and �dent�fy those who are most
l�kely to become players �n modern agr�culture w�th good
�nvestment projects so that the ava�lable resources and a�ds can
be ass�gned most eff�c�ently.


