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Abstract. This study attempts to assess the financial liquid-
ity of fruit and vegetable producer groups and organizations.
Based on static liquidity ratios, the analysis was used for a pre-
liminary assessment of the financial condition of the above-
mentioned economic operators in the context of forecasting
their further market activity. Financial statements from 2012—
2015 served as research material. The survey extended to 78
groups and organizations of fruit and vegetable producers. As
shown by the results, most of the operators surveyed failed to
meet all the criteria of financial liquidity management. The
average and median values of current, quick and cash ratios
suggest that the operators face quite a high liquidity risk. This
was confirmed by the results of detailed studies which showed
that the liquidity ratios reported by ca. 60% of the operators
were below the recommended optimum. Therefore, in the re-
porting period considered, such operators could be unable to
meet their liabilities as they fall due. This may pose a severe
threat to their continued existence and further development.

Keywords: financial liquidity, producer groups, producer or-
ganizations, horticultural

INTRODUCTION

Polish horticultural farms are quite a diverse group of
operators, from small to large-scale producers, some
of which are specialized and rely on state-of-the-art
technologies. Whatever their size, production type or
technological sophistication may be, each of them has
to adapt to business requirements (Boguta, 2008). In
the current context, market expectations specified by

Zmarlicki et al. (2013) can be met by producer groups
and organizations. A collaborative approach provides
many benefits for building a competitive advantage for
farms (Camanzi et al., 2009; Nowak and Ggsior, 2017,
Sobczak et al., 2013) and indirectly contributes to the
development of the entire horticultural sector.

Industry information indicates that many producer
groups and organizations are managing well, attract
more and more members, hire more staff and succeed
internationally. On the other hand, there is a growing
number of business failures which become a worrying
trend caused by multiple factors: insolvency of contrac-
tors, competition, limitation of financial support, lack of
member loyalty, indebtedness and frequent inability to
manage financial liquidity (www.sadyogrody.pl). The
lack of liquidity (which may also be referred to as pay-
ment capacity) is a common reason for the demise of
companies around the world (Florek and Czerwinska-
-Kayzer, 2012), including in Poland (Boratynska, 2014;
Rogowski, 2015). Therefore, maintaining an adequate
level of liquidity should be one of the company’s major
goals, often more important than revenues (Kwiecien,
2015). In the short term, liquidity — rather than profit-
ability — is crucial for an economic operator’s ability
to survive in the market (Cicirko, 2010). It should be
noted, however, that liquidity is not the main goal for
businesses, as it is also necessary to consider the effects
of excessive liquidity or short-term loss of liquidity
(Bieniasz and Gotas, 2008). Excessive levels of liquid-
ity (resulting from investing large amounts of own capi-
tal or allocating a large part of own resources to finance
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current operations), hinder the growth of profits due to
ineffective use of borrowed capital and have an adverse
effect on profitability (Manko et al., 2008). On the other
hand, reduced liquidity may lead to the loss of long-
term solvency and to the bankruptcy of the company
(Bieniasz and Gotas$, 2008). Therefore, the purpose of
this study was to assess the liquidity of fruit and veg-
etable producer groups and organizations. The analysis
was used for a preliminary assessment of their financial
condition in the context of forecasting their further func-
tioning and development'.

METHODOLOGY

Liquidity was assessed based on source data from finan-
cial statements of formal producer groups and organi-
zations. They operate within the framework of a coun-
trywide organization of the fruit and vegetable market.
These operators were selected for analyses because the
size of the above groups and organizations has been ob-
served to change over recent years in Poland, and be-
cause this issue has not yet been subject to extensive
research. The research results available in the literature
usually address the sociological or production and tech-
nological aspects of the operators’ activities, leaving
aside the crucial issues related to the assessment of the
financial standing in the context of forecasting their con-
tinued market activities.

The study covered four financial years, 2012-2015.
The operators were selected purposefully, based on
data availability, to reflect the variety® of statuses (pre-
approved producer group or producer organization sta-
tus) and legal forms. Financial statements from a total
of 78 enterprises were reviewed, representing on aver-
age about 25% of all horticultural groups and producer
organizations registered in Poland in 2012-2015. In the
population surveyed, 77.9% were private limited com-
panies; the share of approved producer organizations in
successive years was 28.6%, 37.7%, 45.5%, and 70.1%,

"'For the producer groups, the development also means they
will transform into approved producer organizations upon meet-
ing a number of conditions.

2 In Poland, the number of horticultural producer groups and
organizations was 316 (in 2012), 321 (in 2013), 311 (in 2014),
and 305 (in 2015). The ownership structure was dominated by
limited liability companies (with an average share of 70-80%)
and pre-approved producer groups (with an average share of 36-
75% in the total population).
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respectively. This means that each year the status of an
approved producer organization was granted to a group
of 6 to 15 pre-approved producer groups®. The analysis
relied on the abovementioned differentiating character-
istics because the approval status reflects the entity’s
level of development, both in financial and organiza-
tional terms. At a later stage of development, the status
of an approved producer organization may affect the op-
erators’ ability to maintain adequate levels of liquidity.
In turn, the legal and organizational form is closely re-
lated to management methods. Multistage management
(as practiced by cooperatives, for instance) is much
more difficult than managing a private limited company,
and may be reflected in a weaker financial performance
(Chlebicka, 2011).

The problem is illustrated by the example of mean
and median values of current, quick and cash ratios. The
analyses relied on geometric mean values which are less
affected by extreme values than the arithmetic mean.
This is a way to reduce the influence of individual ex-
treme values on the mean level of the variable (Wozniak,
2002; Maka¢ and Urbanek-Krzysztofiak, 2004). The
current, quick and cash ratios calculated for producer
groups and organizations were benchmarked against the
defined and generally accepted standard values. Accord-
ing to Sierpinska and Wedzki (2005), standard values
allow to assess an individual’s position against the back-
ground of generally accepted economic principles, and
generally do not lead to false conclusions or other fail-
ures. The research also presents the values of selected
assets and liabilities and other economic and financial
ratios of the operators covered by this audit.

DEGREE OF ORGANIZATION OF FRUIT
AND VEGETABLE PRODUCERS

The disadvantageous size structure of farms, frequent
reports of low productivity, high production costs and
a low degree of horizontal integration affect the de-
velopment of Polish horticulture and its competitive-
ness in the EU and worldwide (Strategia..., 2016)*.

3 However, according to the list of groups and organizations
of Polish fruit and vegetable producers (as at June 30, 2017), the
group of approved entities included 3 approved organizations and
1 pre-approved group in winding up.

“In terms of the number of groups and producer organiza-
tions, the market seems to be well developed. However, the
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Table 1. Degree of organization of fruit and vegetable producers in groups and organizations by voivodeships (as of June 3,

2017)
Total Level of approval Approved legal form
Voivodeship producer producer . .
number % organization aroup company  cooperatives  association

Dolnoslaskie 10 3.55 7 3 10

Kujawsko-Pomorskie 39 13.83 38 1 30 2 6
Lubelskie 29 10.28 27 2 20 9

Lubuskie 5 1.77 5 - 5 1
Lodzkie 17 6.03 17 14 1
Matopolskie 11 3.90 11 6 4 1
Mazowieckie 85 30.14 82 3 79 5 1
Opolskie 5 1.77 4 1

Podkarpackie 6 2.13 4 2

Podlaskie 1 0.35 1 1

Pomorskie 2.48 7 1
Slaskie 4 1.42 3 1 4

Swietokrzyskie 14 4.96 13 1 11 3
Warminsko-Mazurskie 2 0.71 2 2

Wielkopolskie 46 16.31 46 38 4 4
Zachodniopomorskie 1 0.35 1 1
Total 282 100 269 13 235 31 16

Source: own elaboration based on ARiMR data.

Therefore, the establishment of the producers’ own or-
ganizations is the right move towards competitiveness.
The “producer group/organization” means operators
whose purpose is to market the members’ products. Es-
tablished on the initiative of individual producers, the
groups/organizations are an extension of their farming
activities (Czernyszewicz and Pawlak, 2012). Cur-
rently, there are two systems in Poland for the crea-
tion of, and financial support for, groups and organiza-
tions. The first one is intended for agricultural producer
groups operating pursuant to the Act of September 15,

degree of market organization, measured by the value of fruits
and vegetables marketed, does not exceed 20%. The National
Strategy for Sustainable Operational Programs of the Fruit and
Vegetable Producers Organization in Poland for 2010-2016 in-
cludes a SWOT analysis of the fruit and vegetable market.

www.jard.edu.pl

2000 concerning agricultural producer groups and
their associations and amending other acts. The sec-
ond one addresses groups and organizations of fruit
and vegetable producers operating pursuant to Union
and national legislation within the framework of the
common organization of fruit and vegetable markets
(Filipiak, 2013). According to the records of the Agen-
cy for Restructuring and Modernization of Agriculture
(ARiIMR), the degree of organization of fruit and veg-
etable producers in producer groups and organizations
is quite low compared to agricultural producers. As of
the end of 1H 2017, there were 282 fruit and vegetable
producers and organizations in Poland, one association
of fruit producer organizations (as of June 30, 2017),
1264 agricultural interest groups and 2 associations of
agricultural producer groups (as of April 30, 2017). Ta-
ble 1 presents the degree of organization of fruit and
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vegetable producers in producer groups and organiza-
tions in Poland by voivodeships and legal forms. The
number of fruit and vegetable producer groups and
organizations varied from one voivodeship to another.
At the end of June 2017, most groups and organiza-
tions of fruit and vegetable producers were located in
Mazowieckie (85), Wielkopolskie (46) and Kujawsko-
Pomorskie (39) voivodeships, representing a share
of 30.14%, 16.31% and 13.83% at national level, re-
spectively. The smallest numbers of producer groups
and organizations were registered in the Zachodnio-
pomorskie (1), Podlaskie (1), Warminsko-Mazurskie
(2), Slaskie (4) and Lubuskie (5) voivodeships. The
269 producer organizations were most prevalent. Only
13 operators were members of “pre-approved” groups
or producer organizations pending approval. The legal
form most commonly opted for by the producers was
a limited liability company, adopted by 235 operators,
representing 83.33% of the total pool of fruit and veg-
etable producer groups and organizations.

LIQUIDITY ASSESSMENT

In a context of market economy and fierce competition,
liquidity is vital. It depends primarily on the operator’s
stage of development, market position, management
skills and industry (Wasilewski, 2005), the amount and
structure of liabilities and the amount and structure of
assets which may be used to repay the liabilities (Manko
et al., 2008). As shown in Table 2, the groups and or-
ganizations of fruit and vegetable producers surveyed
reported considerably different financial statement
figures and liquidity ratios in the study period. This is
evidenced by various factors, including the large differ-
ences in minimum and maximum values and in standard
deviation. The balance-sheet total ranged from PLN 41
thousand to PLN 238.5 million, with an average level
of PLN 15.8 million. Fixed assets were the dominant
asset type. On average, current assets accounted only
for 19.53% (ca. PLN 3 million) while half of the op-
erators surveyed reported an even lower ratio (18.91%).

Table 2. Selected descriptive statistics and ratios for groups and producer organizations under review in 2012-2015

Specification Min Max Geometric Median Qu?rt.ﬂe Star}dgrd
mean deviation deviation

Total assets/equity and liabili- 41 238,451 15,795 22,074 20,224 43,944
ties (PLN thousand)
Current assets (PLN thousand) 41 59,872 3,084 3,643 4,053 8,974
Liabilities (PLN thousand) 0 238,856 11,342 19,315 17,276 42,966
Short-term liabilities 0 81,471 3,013 4,345 4,671 12,050
(PLN thousand)
Share of current assets in 0 100 19.53 18.91 10.17 2591
balance-sheet total (%)
Share of liabilities in balance- 0 130.29 71.80 91.06 12.50 26.58
sheet total (%)
Share of short-term liabilities 0 100 25,61 26.87 17.73 28.01
in total liabilities (%)
Share of short-term liabilities 0 95.58 18.59 20.40 11.64 18.66
in balance-sheet total (%)
Current ratio (CR) 0.01 19.53 1.04 1.06 0.43 4.19
Quick ratio (QR) 0.01 17.99 0.69 0.72 0.40 3.78
Cash ratio 0.005 12.89 0.06 0.08 0.13 2.64

Source: own elaboration.
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According to Gabrusewicz (2005), current assets are of
considerable importance for liquidity. The level of cur-
rent assets reported by the operators deviated by slightly
over PLN 4 million from the mean, and by 10.17% in
relative terms (in the narrowed area of volatility). On
average, the liabilities represented 71.80% (PLN 11.3
million) of the balance-sheet total, varying from 0 to
PLN 238.9 million, and from 0% to as much as 130%
in relative terms (a 130% share of liabilities in the bal-
ance-sheet total was reported by one of the operators
surveyed, and was due to a negative equity value in one
of the years covered by the study period). This means
the selected operators strongly rely on borrowed capital
and a face high risk of inability to repay their debts. The
results confirm that 50% of the producer groups and or-
ganizations surveyed had a payout ratio of 91.06% or
more. Thus, as regards quite a large proportion of the
operators surveyed, the overall debt ratio significantly
deviated from the accepted standard, which, accord-
ing to Gabrusewicz (2005), should be between 57%
and 67% to ensure financial stability. From the point
of view of stability and continued smooth business op-
erations, a worrying sign is that the maximum share of
short-term liabilities in total liabilities reached 100%.
The average value of short-term liabilities in the study
period amounted to PLN 3 million, with a 18.59% share
in the balance-sheet total. However, it ranged from
0 to PLN 81.5 million (from 0 to almost 96% in rela-
tive terms). The latter value suggests that the operators

surveyed find themselves in a highly disadvantageous
financial situation and could face severe problems in
maintaining adequate liquidity levels in the near future.
This is confirmed by the average values of financial li-
quidity ratios throughout the study period. The average
values of current, quick and cash ratios were 1.04, 0.69
and 0.06, respectively, which is outside the recommend-
ed optimum range (Table 2). In addition, in the study
period, for half of the operators surveyed, the levels of
the current, quick and cash ratios were no higher than
1,06, 0.72 and 0.08, respectively.

Throughout the study period, the ratios reported
by the companies remained at a similar level, outside
the optimal intervals for current, quick and cash ratios.
The average value of the current ratio for all producer
groups and organizations surveyed ranged from 0.95
to 1.15, changing from one year to another (Table 3).
On the other hand, the average quick and cash ratios
ranged from 0.65 to 0.77 and from 0.05 to 0.08, respec-
tively. The middle values for current, quick and cash ra-
tios were between 1.03—1.20, 0.68-0.74 and 0.06—0.09,
respectively.

In the producer groups and organizations covered
by this study, the assessment of financial liquidity based
on the current ratio indicates that, depending on their
approval status and legal form, producer groups and
limited liability companies may be unable to meet their
current liabilities. The average level of the current ra-
tio for producer groups and limited liability companies

Table 3. Liquidity of groups and producer organizations under review in 2012-2015

Ratios Years 20?;83%612

2012 2013 2014 2015 in value %

Geometric mean

Current ratio (CR) 0.95 0.95 1.15 1.11 0.16 16.8

Quick ratio (QR) 0.68 0.65 0.77 0.67 —0.01 -1.5

Cash ratio 0.05 0.07 0.08 0.05 0 0

Median

Current ratio (CR) 1.04 1.05 1.20 1.03 -0.01 -1.0

Quick ratio (QR) 0.73 0.68 0.74 0.72 —0.01 -1.4

Cash ratio 0.07 0.08 0.09 0.06 —-0.01 -14.3

Source: own elaboration.
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ranged from 0.70 to 0.89 and from 0.74 to 0.97, respec-
tively, which is below the standard values (Table 4).
However, other operators remained capable of repaying
their current liabilities, as demonstrated by comparing
the relevant ratios to optimum values. In 2012-2015,
the current ratio ranged from 1.25 to 1.79 for producer
organizations; from 1.68 to 2.10 for cooperatives; and
from 2.04 to 2.89 for associations (which may indicate
excessive liquidity). Similar conclusions were drawn
from the analysis of financial liquidity as measured
by the quick ratio, ranging from: 0.46 to 0.56 (for pro-
ducer groups, varying from one year to another); 0.48
to 0.62 (for companies); and 0.73 to 1.33 (for producer

organizations). However, the interval reported by coop-
eratives and associations was 1.18-2.10. The levels of
the cash ratio recorded during most of the period under
review indicate that the operators used the most liquid
assets to repay their liabilities. The ratio ranged from 3%
to 16%, indicating that the operators were struggling to
maintain adequate levels of liquidity. As an exception,
in 2012, the cooperatives recorded a cash ratio of 0.27,
which is slightly above the optimal level of 0.2. The
analysis also suggests that in the study period, producer
groups and companies improved their liquidity situation
measured by the current, quick or cash ratios whereas
other operators experienced a strong deterioration in that

Table 4. Liquidity of operators surveyed by degree of approval (producer group or organization) and by legal
form (company, cooperative or association) in 2012-2015

Years Change 2015-2012
Ratios
2012 2013 2014 2015 in value %

Producer group

Current ratio (CR) 0.75 0.70 0.89 0.86 0.11 14.7

Quick ratio (QR) 0.49 0.46 0.48 0.56 0.07 14.3

Cash ratio 0.03 0.03 0.06 0.05 0.02 66.7
Producer organization

Current ratio (CR) 1.79 1.60 1.44 1.25 —0.54 -30.2

Quick ratio (QR) 1.33 1.15 0.94 0.73 —-0.60 —45.1

Cash ratio 0.14 0.11 0.08 0.06 —0.08 -57.1
Company

Current ratio (CR) 0.74 0.80 0.97 0.97 0.23 31.1

Quick ratio (QR) 0.48 0.53 0.62 0.55 0.07 14.6

Cash ratio 0.04 0.06 0.07 0.04 0 0
Cooperatives

Current ratio (CR) 2.10 1.72 1.92 1.68 —0.42 -20.0

Quick ratio (QR) 1.80 1.32 1.52 1.18 —0.62 —34.4

Cash ratio 0.27 0.10 0.16 0.12 —-0.15 -55.6
Association

Current ratio (CR) 2.89 2.04 2.46 2.05 —0.84 -29.1

Quick ratio (QR) 2.10 1.52 1.96 1.63 —0.47 —22.4

Cash ratio 0.16 0.10 0.13 0.11 —0.05 =313

Source: own elaboration.
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Table 5. Liquidity ratios for producer groups and organiza-
tions under review in 2012-2015 (%)

Years
Ratios
2012 2013 2014 2015

Current ratio (CR)

I* 74.02 67.53 58.44 67.53

I+ 14.29 20.78 24.68 19.48

TIT*+** 11.69 11.69 16.88 12.99
Quick ratio (QR)

I 59.74 58.44 51.95 55.85

I 22.08 33.77 28.57 28.57

I 18.18 7.79 19.48 15.58
Cash ratio

I 59.74 63.64 51.95 59.74

I 33.77 29.87 38.96 31.17

I 6.49 6.49 9.09 9.09

*Below optimum.

**QOptimal.

***Above the recommended optimum.
Source: own elaboration.

area. The value of specific ratios increased by 14.3% to
66.7% for producer groups and companies, and declined
by 20% to 57.1% for other operators.

The average and median values of current, quick and
cash ratios resulting from previous research indicated
that a large part of the operators surveyed were at risk of
losing liquidity. As shown by an in-depth analysis, the
size of the group affected by liquidity risk (composed
of operators who reported suboptimal levels of current,
quick and cash liquidity ratios) varied from year to year,
reaching 58-74%, 52—60% and 52—-64% of the popula-
tion surveyed. Therefore, this group could experience
problems in meeting current liabilities in the study pe-
riod, which presents a serious threat to their efficiency,
continued operations and development, thus putting at
risk the development of the entire horticultural sector. In
addition, based on the current, quick and cash liquidity
ratios, the research found that excessive liquidity was
reported by ca. 12—17%, 8-20% and 7-9% of the opera-
tors surveyed. This indicates an excessive use of own
funds to finance current operations. It can also adversely

www.jard.edu.pl

affect the smooth functioning of the operators and pose
a barrier to their development in the next periods.

SUMMARY

Financial liquidity of producer groups and organizations
should be interpreted primarily as an operators’ ability
to manage its cash flows so as to meet its obligations
towards third parties. However, both excessive liquid-
ity (which can restrict the company’s ability to grow by
reducing its capacity to generate profit) and loss of li-
quidity (which may lead to insolvency and bankruptcy)
are adverse developments. Although a generally accept-
ed liquidity yardstick does not exist, economic opera-
tors, including in the agricultural sector, should strive
to maintain the essential liquidity ratios within the de-
sired range. The research carried out with the selected
population of Polish producer groups and organizations
showed that the entrepreneurs struggled to repay their
liabilities as they fall due (based on data for average val-
ues of current, quick and cash liquidity ratios). For some
of the entities surveyed, the risk of losing liquidity was
not very high, although a vast majority of ratios under
review followed a downward trend. This could be a dis-
advantageous development in the long run, and may
adversely affect the smooth functioning of the entities
surveyed. In a sense, this risk also confirms the exces-
sive use of own funds to finance current operations (as
it is the case in associations); in the future, it may lead
to a decrease in operational efficiency. The results of
preliminary analyses justify the need to continue a more
detailed research covering a longer period, a broader
territory and a larger population. It could provide a ba-
sis for more synthetic conclusions on the relationship
between liquidity and the development level of groups
and organizations of fruit and vegetable producers, and
on their impact on the development of horticulture.
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