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Encouraging Collective Farmers Marketing
Initiatives (COFAMI)

Background and objectives

Collective action by farmers has played an impdrtarte in the history of European

agriculture and rural development. During thd" 2@ntury the joint actions of farmers in
many EU countries gave rise to the foundation afcafjural marketing co-operatives,

resulting in better market access, increased facomes and regional employment. More
recently farmer collectives have made an importantribution to the spread of sustainable
production methods.

Now European agriculture is facing a range of nballenges. Farmers have gradually lost
control over supply chains, due to the growing pouferetailers, and are also confronted
with a general decline and reorientation of pobcyport. At the same time, there is a need
to respond to changing consumer demands for fodetysaquality and an attractive
countryside. Again, collective action may helpimding appropriate answers for these new
challenges.

Against this background the COFAMI project studibe potential role of collective
farmers’ marketing initiatives (COFAMIS) in findingdequate responses to changing
market and policy conditions. More specificallyaitns to identify the social, economic,
cultural and political factors that limit or enalilee development of such initiatives. The
project also seeks to identify viable strategiesl ampport measures to enhance the
performance of collective farmers’ marketing irtitras.

Steps in the research

At the start of the researchcanceptual framework for the study of COFAMIs will be developed. A
review of relevant scientific literature and a ‘ckiscan’ of 8 previous EU research projects which
included COFAMI cases will provide the basis fasth

For each study countrystatus-quo analysisof collective marketing initiatives and relevawaintextual
factors will be made. This involves an overvieweafsting COFAMIs, their aims, organisational forms
and strategies, relations with other supply chairiners, and relevant market and policy environsient

A series of 18 in-deptltase studiesof different types of COFAMIs will be conductedh&se will
provide more detailed insights into the influenck different factors that limit and enable the
development, performance and continuity of COFAMI&e performance of initiatives in terms of
social, economic and environmental impacts wilbdle assessed.

In the synthesis the results of these different research activitigh be integrated into general
conclusions about the relative importance of vaxiboniting and enabling factors for different typefs
COFAMIs. Support strategies for COFAMIs and measute improve their performance and
dissemination will also be formulated.



Project results and consultation

Participatory methods and stakeholder consultatitirplay a key role in all stages of the projetctensure
that research outcomes are grounded in field estpegs and policy debates. A National Stakeholder
Forum will be established in each participating rdopt In addition a European-level expert group of
scientific and field experts will be formed to bdem geographical coverage beyond the 10 countries
represented in the project.

The research will provide farmer groups, suppaghaisations and government agencies with insigis i
different collective marketing strategies, theiceess and failure factors, and suggestions of measoat
support COFAMIs. Additionally, the project will ctiibute to scientific and policy debates on theerof
farmers’ initiatives and new supply chain arranget®én promoting sustainable rural developmenttaed
supply of safe and quality food.

All project results will be made available throute project websiterww.cofami.org
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EXECUTIVE SUMMARY

This report is part of the COFAMI (Encouraging @aclive Farmers Marketing Initiatives)
research project, financed by the European Uniateuf” Framework Programme, Contract
No SSPE-CT-2005-006541.

COFAMI project aims to strengthen the role of cdiiee farmers marketing initiatives in
agriculture, sustainable food production and ruaVelopment by identifying the social,
economic, cultural and political factors that liraitd enable their development. Additionally,
it seeks to formulate viable support strategiedjcpoand practice recommendations to
enhance their performance, dissemination and aaityin

The project is collective effort of research groujpem 10 European countries: The
Netherlands, Switzerland, France, Germany, Austasyia, Italy, Denmark, Czech Republic
and Hungary. The project consisted of five reseantivities or work packages: Development
of analytical framework; Status-quo analysis ofnfars cooperation and COFAMIs in
participating countries; Case studies (in totalcd8e studies of farmers collective marketing
initiatives were carried out); Synthesis and reca@ndations; and Stakeholder/expert
consultation and dissemination of results. Resalts available on the project website
(www.cofami.org.

This report summarizes the research carried ouatwia. The report is divided into five parts.
The introductory part refers to the Work Packagej@ort (status-quo analysis of farmers’
cooperation in Latvia) and briefly sketches thetdrisal context of farmers’ collective
marketing. The second and third parts are devatesktensive and in-depth studies of two
collective farmers’ marketing initiatives: the LARMRS grain and rape seed producers’
cooperative and Preili organic farmers’ networke Taurth part compares the Latvian cases
with similar initiatives in other European coungrieighlighting similarities and differences in
organization and performance of cooperatives. Trted part draws together conclusions from
all work packages and formulates policy and practecommendations. These are elaborated
not only on the basis of research findings but alaking into account stakeholder
consultations and proposals expressed at natitadadtsolder seminars.

The research of COFAMIs in Latvia allows drawing tbllowing conclusions:

* Individual marketing strategies are more widespraad developed than collective
ones.

* Organised farmers collective marketing initiatiae®sl cooperatives started to develop
more intensively from the year 2000 onwards.

* Currently there are more than 100 registered aljm@h cooperatives in Latvia active
in agricultural services, crop production, dairyegetables, meat production, and
organic agriculture sectors. Collective marketimgl @rganisation of supplies are the
main activities of cooperatives.

* The main contextual factors that affect the mapegformance of COFAMIs in Latvia
are: territory related factors (proximity to urbeentres and markets); socio-political
factors; institutional support; socio-cultural fact (culture and experience of
cooperation); economic (competition, accumulatedpeeence of marketing
strategies); and knowledge factors.



The most relevant internal resources at COFAMIgabal that influence their
performance in Latvian situation are: social cdpitauman capital (knowledge,
technical skills, leadership, cooperation skillpeoness to partners etc); financial
capital; and Physical capital.

Summarizing contextual factors and COFAMIs resasirtiee main success factors of
COFAMIs are:
1) Well grounded commercial and organisationakstias;

2) Transparency in decision making, clearly seesulduties and rights in the
organisation, mutual trust;

3) Professional management;

4) Engagement in policy and professional netwohlet tegitimises the initiative and
its aims in a wider society;

5) Supporting and stimulating legislative and coltitig framework that sets the legal
basis and encourages formation and developmenD&ABM/Is.

The research allows formulating several policy gméctice recommendations. These
recommendations have been verified at the natsta&keholders meeting.

Policy recommendations:

1.

State and EU support to cooperatives should be emted to their economic
performance indicators.

2. Special support should be given to cooperativéiseastarting phase of their activity.

3. There is a need to change political attitude towacdoperation and to see it as

component of economic competitiveness and sustifitgyabf agricultural sector,
sustainable food provision and rural development.

The new Rural Network which is under formation apaat of implementation of
Latvia Rural Development Plan should include ingiiinal structures and instruments
to provide training and advice to farmers’ coopges.

Cooperation is considered a survival strategy fajonity of small and medium-size

farmers in Latvia; therefore COFAMIs and cooperdivneed higher profile

recognition and acknowledgement at political leaglorganised movement towards
competitive agriculture and sustainable rural Iebds. The time of extreme

liberalism and disregard of cooperation in Latgaver.

Establishment of cooperatives much depends on supplmcal governments; there is
a need to educate the representatives of local rgowents about economic and
community benefits of farmers’ cooperation.

Practice recommendations:

1.

COFAMIs need better public relations in order topgparize potential and

achievements of cooperation, demonstrate good ipeactxamples. This public

information, awareness rising and PR role could thkeen up by professional

associations e.g. Latvia Association of AgricultuCaoperatives and supported by the
Ministry of Agriculture.
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. The cooperative management has to make continubois 8 maintain members’
motivation and commitment through achieving higbatlet price, negotiating better
contracts with wholesalers, processors and resaikem effective tool to maintain the
commitment of members to cooperative is organisaiotraining and advice, as well
as caring for social activities of cooperative mensb

Best practice examples and experiences of suctessfperatives in Latvia (and
similar initiatives in other EU countries) shoul@ birculated among stakeholders’
communities — existing cooperatives and initiativesder formation, farmers’
associations and NGOs. Training for cooperativeddes and ‘know-how’
management manual for farmers are necessary toalevelop and/or improve the
entrepreneurial and cooperation skills.

. A new training programme for the cooperative leadand managers on the
development and marketing of niche, quality andcispigy products should be
designed and offered providing examples from Ladwid other countries.

Educational and training programmes and courseshe field of agricultural
cooperation and marketing should be more activehpduced in agricultural colleges,
vocational schools, and Latvia University of Agticue.



1. INTRODUCTION

The contemporary forms of collective farmers margtinitiatives in Latvia developed
gradually after fundamental changes in agricultymadduction system that took place in
1990s - restitution of private land ownership, lels$hment of private farms, privatisation of
agricultural enterprises and price liberalisation.

The land reforms of 1990s led to the dissolutiotagde collective farms. Some 200 thousand
private farms (average size —20 hectares) wereblesttad, which in most cases lacked
appropriate buildings, machinery, investment caygaand farmers’ knowledge and therefore
agricultural production experienced sharp declifmm the mid 1990s agricultural sector
started to stabilise and political process becaormaigiated by EU integration. The Latvian
agricultural policies set new objectives: to modsnagricultural production, increase
competitiveness of farms, align with EU regulatiaegarding in the areas of production
quality and food safety. However there were pratific no organised sales or sales
cooperatives until the end of 1990s. The tendeaasatds farmers’ cooperation in marketing
resumed around the year 2000 when farmers establlishmerous producers associations to
market their produce and lobby interests and alldgane for agricultural service
cooperatives was developed.

Several major tendencies can be observed regamtinfiguration of farmers’ collective
marketing: Farmers’ organizations mainly collaberit selling produce to processors (grain
sectors as an example). Individual farmers lackanded marketing strategies. Farm-gate
sales prevail in cooperation. The strategic mankettooperation is quite weak across
different sectors of agricultural production. Cormmang@ly successful farms and agricultural
enterprises are more active than farmers’ grass-gpoups to develop their marketing
strategies and private labels.

Several factors hinder farmers’ collective markgtihegacy of socialist collective farming
and resistance to cooperation, weak civil societsural areas, economic stratification among
farmers (better-off farmers hesitate to cooperatth wmall-holders). Intermediaries that
provide short-term solutions for farmers often amedertaking the role of “traditional”
cooperatives. There are also educational barrgefareners generally lack strategic marketing
skills. On the other hand, several processes actriafoster development of COFAMIs,
among them: Establishment of farmers’ organizati@ssociations, revival of cooperatives
and rural NGOs, political support to cooperationl apecial national agricultural subsidies
programmes aimed at fostering farmers’ cooperat@mmnomic opportunities and benefits
derived from cooperation, as well as demand in CRFproducts from retailers, consumers,
processing industry. The growing competition ampragucers also stimulates COFAMIs.

Currently individual marketing strategies are marelespread, diversified and developed
than collective ones. There have been attemptsetoug farmers’ grass-root as well as
organised collective marketing initiatives, mosttleém have failed, however the number of
successful producers associations, farmers’ cotpesa shareholding companies and other
initiatives grows that demonstrate potential of GOHs.

All together in promoting farms’ produce there danidentified several formal and informal

forms in which cooperation happens in Latvia: infaf cooperation among farmers;

agricultural service cooperative societies; prodgccooperatives/share-holder companies;
producers’ associations; cooperation focusing ogcigp quality products, shareholding in

processing companies and cooperation in (tourigmjces.



Agricultural service cooperatives are experiending greatest dynamics among COFAMIs
forms since 2000 (See Table 1 and Table 2). kleted both to farmers increasing awareness
about the advantages of collective marketing andh& public support to co-operation,
established since 2000, which is assigned partigula this form of cooperation.

Table 1. Number of agricultural service cooperative in 2007 in Latvia

Agricultural sector Number
Dairy cooperatives 33
Grain cooperatives 29
Agricultural machinery service cooperatives 15
Fruit and vegetable cooperatives 14
Meet cooperatives 8
Multisectoral cooperatives 6
Honey cooperatives 2

Total 107

Source: Agriculture Services Cooperative Assodmatio

Table 2. The number of farmers involved in agricultire service cooperatives

2000 2001 2002 2003 2004 2005 2006 2007

2380 2950 3748 4280 5010 7140 7430 7727

Source: Agriculture Services Cooperative Assodmatio
The situation of case studies in national context

There are two cases represented in the nationaltrdpatraps and Preili organic farmers’

network. Latraps is agricultural service coopematdociety that was established in 2000 to
market rapeseed and crops at national and intenadtievel. The cooperative society Latraps
serves as a ‘good practice’ model of agriculturiviee cooperative demonstrating how
initiative can develop within a relatively shortrppel of time.

Preii organic farmers’ network unites organic farmemsnf Preli district, Eastern part of
Latvia. It has been initiated in mid 1990s, wheworsafter the establishment of the first
organic farms in the area, Hrarganic farmers NGO was founded. The network fioned
as the main driver of organic production developmand promotion in the district by
disseminating knowledge and stimulating local pasts to adopt environmentally friendly
methods. The case study analyses experiences dlefreen two agricultural service
cooperatives that evolved within the network ofamig farmers.

Several criteria were put in fore when choosingdh®e studies in Latvia. These criteria were:

(1) Agricultural branch The case studies represent grain and rapeseedrgadic farming
branches. The grain and rapeseed sector is walllested and one with the highest
economic output in agriculture, while organic fangnis developing slowly and economic
performance is tiny in agriculture;

(2) The phase of the developmeiiitiatives represent various stages of the dgrakent.
Latraps has reached saturation phase, while regegserganic cooperatives experience
stagnation;

(3) Organisation Both initiatives represent different modes ofasrigation and management
style. Latraps has professional management, wetbkshed structure, elaborated
development strategy, regional branches and cdo#iacelationships with members.
Organi farmers cooperatives represent loose orgamial style, ad hoc activities, lack of
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professional management and the relationships leetweembers and cooperative are not
institutionalized.

(4) Market Latraps markets the produce of the members mivsihternational market, while
organic farmers mostly sell their produce in twgioas of Latvia.
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2. LATRAPS: GRAIN AND RAPESEED PRODUCERS' MARKETING
INITIATIVE

2.1. Material

The case study material for Latraps is based onrmar sources of information: semi-
structured interviews and electronic media (Int§rneview.

Semi-structured interviews

The interviews were conducted from April to July0Z0The snow ball approach was used to
select the respondents and the selection procesgwded in a way that informers would

represent different relevant stakeholders in tree.cahe interviewees included farmers, the
cooperative’s administrative and board represemstiagricultural advisor and other actors
from rape production sector. In total there werta@&:-to-face interviews conducted, all of

them recorded.

Electronic media

Another useful source of information was variousterals in the internet that included
cooperative’s web-site, publications on the initiat rape production and processing in Latvia
and interviews with Latraps representatives intebeic media (web portals and radio) also
were gathered and analyzed.

2.2. General description of the case

Latraps is a cooperative that markets rapeseedcespbk. It was established in 2000 in
Zemgale region by 12 big farm owners (300 to 800 wao decided to cooperate in order to
export grain and rapeseed. The situation in graamket in Latvia was difficult as farmers
experienced price dictate from the two largest @ssing companie®igas Dzirnavnieksand
Dobeles DzirnavnieksFarmers’ idea was to strengthen their economiwepoin price
disputes with buyers through a cooperative thatlevsell the farmers produce on domestic
and export markets and collectively buy inputs. Tilea was diagnosed as crazy in
professional and political millieus, because thaliqy of Latvian grain was considered too
low to be competitive in the international markétowever, despite the discouraging
prognosis, already the first year of the coopeeativned out to be successful and profitable.
The success attracted other farmers, and duringneélxé year the number of members has
grown up to 80. Nowadays Latraps is the biggespemtive society in Latvia with around
400 members, all of them farmers.

Most of the farmers (80%) are located in Zemgatgore where the idea of the cooperative
was originating and where thanks to advantageous-@gnate conditions farms are bigger

than in the country in general. Though, gradudlly ¢ooperative has expanded its network all
over the country, and there is a wide range of é&xsnn the cooperative - farm sizes vary
from 10 to 4000 hectares, still the average sizzhes 400 hectares. Together with the
increasing number of members it is becoming comafed to manage so broad network and
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the cooperative leaders are considering the neegbtganize the cooperative. The first steps
have been done and there are opened regional lesnch

Major joint activities performed in the cooperative is marketing rapesaed grain and
supplying members with the raw materials neces$aryproduction of rapeseed. Other
important functions that the cooperative performre a@&onsulting farmers about rape
production and other relevant questions, and séoaagl primary processing of rapeseeds and
grain. In 2007 the cooperative was considering deaang its market activities by starting
biodiesel production. Since the establishment ef dboperative a lot of attention has been
devoted to the popularization of rape cultivationoag farmers, which has been a long-term
strategy to ensure the growth of the cooperative.

Latraps has been clearly orientedetqort market as there was no rape processing plant in
Latvia at the cooperative’s start-up. Nowadays rthBonal market composes 10 to 15% of
Latraps outlet. Since its establishment, the caper is experiencing stable growth and
upscaling. The annual turnover of Latraps in 20@k .5 million lats (2.08 million euros),
2002 — 5.3 (7.4), 2003 — 9.7 (13.5) and in 2006ached already 25 million lats (35.7 million
euros). The main revenue comes from sales of gmathrape, sales of mineral fertilisers,
pesticides and machinery to the cooperative members

The cooperative owns a considerable physical dapitéhe first year it has purchased a grain
dryer and purification plant. During the followirygars the modernisation has continued and
today the cooperative owns the most modern corrkingrand storage complex in Latvia.
The total value of the corn working and storage mlem is 2.5 million EUR. In
modernization Latraps has actively used the availgbblic support: it has implemented 3
SAPARD projects that covered 540 000 EUR investmsent

Farmers have severdlenefits from the membership. As stated, there are twotegii@a
directions in the cooperative economic activiti¢se collective purchase of materials,
chemicals, fertilisers and other inputs and thdectlve sales of the farmers’ production.
Members benefit from both activities: organiseduingupplies_reduce transaction costs
collective marketing allows to reach the highec@rBefore the cooperative was established,
grain growers were fully dependent on the pricédgehe largest milling companies such as
Rigas Dzirnavnieks and Dobeles Dzirnavnieks. Sevamsykater Latraps is the organisation
which sets the price level and competitors worktbetr offers based on Latraps prices. The
farm gate price for rape offered by the cooperaiiv@007 was set at the level of LVL 195
per ton (EUR 280), the largest competitor offersLLY65 (EUR 235) per ton. In addition
farmers who have concluded contracts with rapeectuls or bio diesel factories may receive
additional LVL 40 (EUR 57) in subsidies for energyyps. The price is 30 % higher than in
2006. Other benefits that come with collective aigation of sales and supplies are the
guaranteed outlet the cooperative buys in and markets all the éasmproduction — and it
saves the timehat farmers would need to invest if operatingivicbally. Altogether the
membership in the cooperative provides for the &asma secure and profitable position in the
market. Besides the economic activities, the capar is an active place of information and
knowledge exchangdt provides the members on regular base withulseformation on
state support, projects, education possibilities. &oreover, the cooperative organises
informative seminars on rape production.
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Latraps is positively characterized in media asuacassful initiative, an example that
encourages other farmers to work together in otdeprotect their interests and to take
advantage of the benefits of cooperation. It sea®s ‘good practice’ model of what an
agricultural service cooperative can develop aadheavithin a relatively short period of time.

Latraps case presents severabresting aspectsregarding innovative collective marketing
initiatives:

* Itis operating in a new rural economy sector -eb&rgy and is a positive example of
the growth and potential of this sector. On theeothand, it puts forefront also the
vulnerable questions regarding its impacts on therenment and traditional farming:
rape production is intensive and often large seeld it removes from traditional
agricultural activities.

* As rape production is a new sector in Latvian adtice, there were no specific
regulations developed yet. The cooperative hasntakerery active part in policy
makingand as such it is an example of effective polidbling strategy.

« Embeddedness of a new product and collectivigpe production is very recent in
Latvia with no traditions. First experimental figldvere set in the 1990s, but it has
spread out after 2000 thanks to the successful etiagk strategy of the initial
cooperative’s core group and policy support. Hovlectivity is built in such a
disembedded (product without local cultural tramitiand economic grounds)
situation?

» Collectivity and upscalingThe cooperative has experienced a remarkable tigrow
Interesting question is what happens to a collggtiwhen it has reached some
saturation or even its maximum in upscaling? Fragat®n, reforming, dissolution?
How to manage upscaling so that it does not hindiectivity?

2.3. Contextual factors and driving forces

In order to asses relevant enabling and limitingtextual factors and the driving forces of the
initiative it is necessary to provide the contekthe development of Latraps cooperative.

The history of rape cultivation in Latvia

Rape cultivation is a comparatively recent seatocatvian agriculture. It was introduced, in
the beginning of 1990s as an experimental croghbyagricultural company Dobele Agra. In
1993-1994 Dobele Agra implemented a project aimedlisseminating the knowledge,
technology and practice of rape growing in Latvibe project was initiated by the Canadian
shareholders of the company and activities inclugetinical advice, distribution of seeds,
centralised procurement, demonstration activitegs] training of Latvian advisors abroad.
This initiative though had few followers. Only frorB002 onwards when the Latraps
cooperative was founded, Latvia joined the EuropEamon in 2004 and various funds
became available, the producing of rape gainedlpagpuamong agriculturalists.

Latraps was initiated in Zemgale region, whichdmsglly is famous for its grain production
(wheat, rye and barley) and was metaphoricallyedathe grain barn of Latvia. The other
major crop of cultivation was sugar beet. Companiittp other regions of Vidzeme, Kurzeme
and Latgale in which the main branches were daimping and cattle breeding, agriculture in
Zemgale has been characterized by larger farmasidanore intensive methods of cultivation

14



both before the World War Il and during the sowetiod. This combination of cash crops,
farming of scale and intensive agriculture creat@d“farmers’ mentality” open to
technological changes and market innovations. énpibst-socialism period and after Latvia
joined the European Union Zemgale farmers werefitsk who took up the modernization
path, integrated in a free market situation andenssk of various state and EU subsidies. On
some occasions the entrepreneurial and innovapué sf Zemgale farmers reshaped the
traditional basis of regional agriculture, and thais exactly what happened with sugar beet
production and rape — the first almost disappeatkd, latter was introduced as new
culture.For example until 2006 many Latraps memigegsv sugar beet along with grain and
rape (e.g. farmer Valters Bruss cultivated it cb016f the farmland), but farmers gave up this
production as three processing plants were shundawLatvia in 2006 and farmers were
offered substantial EU compensations for leaviregsictor.

In the discourse of large farmers there is no griev the crop which for a long time has been
a proud of Zemgale agriculture, an important secofonational agriculture. Instead, many
members of the cooperative, especially large spatelucers, quickly reoriented to raps
production which appeared no less profitable thagas beet. With the help of Latraps
cooperative this reorientation was made easierrapsl growers achieved very good vertical
integration in quite internationalised grain angganarkets. Large scale farm owners do not
express sentiment about passing away of traditibreahich of agriculture nor contemplates
about social or environmental consequences ofrémsentation. This illustrates that Latraps
cooperative and large farmers are clear advocédtgwth, modernisation and up-scaling of
grain and rape production, with technological imy@ments, investment, land concentration,
collective marketing and serving international isglial markets being the main tools.

The history of cooperation in Latvia

After the soviet experience of forced cooperatiathbin farmers’ community and in the
society in general there were negative connotatminsooperation. It was considered as
economically non-effective and restraining and mesing individual liberty. During the
agricultural reform in the beginning of 1990s, atpaf previous collective farms were
reorganized in cooperatives (privatized by ex-woskéhey were not farmers’ cooperatives),
but still they continued to operate on the previptiaciples and their economic performance
was moderate thus strengthening the vision of aadipes as non-effective form of economic
action. In parallel individual farming strategieem spreading out and becoming a major
mode of agricultural production and marketing pras. Gradually this fragmentation and
individualization supported the weakening of fargigposition vis-a-vis processors and
retailers. Together with the aggravation of theatibn in agricultural market, monopolized
by few processors, farmers started to look fonmthgs to establish themselves as considerable
market players and to strengthen their positionagotiations with other food supply agents.
Cooperation idea was slowly taken up and rehatatita

Latraps was the first ‘new’ cooperative, establtsbg individual farmers who had agreed to
try to create a collective organization in ordembprove farmers’ situation in the markeln*
2000 a group of farmers had heard that in the waidivilized agriculture cooperation is a
tool by which farmers protect themselves. Despiat the word “cooperative” was a damn,
something very bad — taking into account all thesiet jean cooperatives, post-soviet
kolkhozes renamed as cooperatives and pre-sovietdp@hen everybody was rounded up in
cooperatives which were named collective farmsnafieds — we decided though that we
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would go this way and will try to build a structui@ cooperative that would help to arrange
the market in farmers interest¢Ruze)

In 2002 there was introduced the state supporadoicultural cooperatives. Latraps has taken
active role in lobbying the cooperation policy faration, the development of legislative acts
and subsidy schemes. Policy support has stimuthtedreation of agricultural cooperatives,

and their number has reached 64 in 2007. Farmerseaognizing it as a tool for protecting

their interests in the market and improving thannis’ economic performance.

Relevant enabling and limiting factors

A summary of enabling and limiting factors whicle aelevant for the performance of Latraps
are presented in the Table 3.

Table 3. Enabling and limiting factors

Factors as described in the | Relevance for Limiting / enabling factors for COFAMI
grid performance of |performance and dynamics
COFAMI case

Main descriptive data

Proximity / remoteness to | Low + Proximity to urban centers is not as
urban centers relevant as in Preili case, however Latraps
office is located in one of the major cities i
Latvia, which ensures access to
infrastructure and to skilled office staff

=]

Production conditions for | High ++ The quality of the soil in the region
agricultural land use (soil allows high volumes of yield and the
quality, natural handicaps, landscape is flat that allows efficient
land parcelation) cultivation of the land

- the soil prices in Zemgale region are the
highest in Latvia

Relative importance of High + Agricultural activities traditionally has
agriculture for regional been part of regional identity

income and employment

Density of farms with similar High ++ The density of similar farms fostered the
production structures establishment of the cooperative as the

farmers faced similar problems when dealing
with the processors

Socio-political / institutional context

Urban-rural interrelations Medium - Rural out-migypa to the urban centers
and other countries has led to the high
competition for skilled agriculture workers
that makes farm owners constantly look fg
the ways to increase efficiency of the
production

=
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Role of farmers’ association
/ unions in rural policies

sHigh

++ The initiators of the cooperative are

involved in other professional associations as

well (high social capital). ++Latraps is
involved actively in the policy formulation
process and collaborates with the ministry

agriculture in order to promote cooperative’s

interests

Territory based policies
(presence / absence, netwo
characteristics)

Low
.k_

of

+ Latraps mainly is interested in national and

EU level policy formulation

Institutional support to COFAMIs

Existence of formal
regulatory framework for
collective action / marketing

High

+ The state support for collective action w
more relevant in the development phase ¢
the cooperative. Today this support is not
relevant for the overall activities of the
cooperative.

++ SAPARD has been relevant for the
scaling-up of the initiative and for the
increase of farmers’ market power.

++ State and EU support influences the
development of the new initiatives of the
cooperative — e.g. bio-diesel plant
construction.

Institutional facilitation
capacity

Medium

+ When farmers interrupted sugar beet-rg
production and started rape production, th
was a state support (compensations) to e
the transition of production mode

as

=

ot
ere
ASe

Socio-cultural context

Culture and positive
experience of cooperation

Medium

+ In spite of the soviet experience and
memories of the forced cooperation, farmé
are aware that Latraps represents new for
of cooperation and new entrepreneurial
culture (modernization, scaling- up, incom
that has no connotations with soviet style
agricultural production and marketing.

2I'S
m

Rural social cohesion

Medium

++ The founders ofabeperative are
acquainted between themselves, has high
level of mutual trust, shared vision and air
for the further growth of their farms and
cooperative. Also after 7 years since
establishment of Latraps they demonstrat
the loyalty towards the cooperative that
manifests through their attitude ‘our
enterprise’ and is followed with
correspondent behavior — all produce is
marketed through the cooperative

D

Presence/ absence of

Low

+/- Zemgale traditionsitiie region of
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agriculture in local identity

grain production, leal grain barn of Latvia
however mainly the agricultural activity is
perceived as business not as part of ident

Economic and market contexts

1}

—

ps

Competition on relevant High ++ Current conditions in the grain and rap
markets: number of actors; markets (both local and international) is
price evolution, market share, beneficial for the farmers and they do not
competition with other complain about competition in the market,
market parties but rather compete for the means of
production, namely — land. Latraps is
producing 60% of domestic rape that turn
the cooperative in the major player among
rape growers in Latvia.
Type of marketing strategies High ++ Initiators themselves were business-lik
(marketing channels, minded and they attracted professional
development of innovation management and external experts to
and experimentation, price establish successful cooperative, develop
policy) marketing strategies and build up long ter
partnerships with processors/buyers of the
farmers produce. The management
constantly works towards the improvemern
and the discovering of the new opportuniti
for marketing and added value production|.
Importance of local, regional High - Medium ++ The role of national market wasaial at
and national markets the beginnings of the cooperative — low
power of the farmers in the national marke
was one of the major driving forces for the
establishment of the cooperative.
Importance of international | High ++ Gradually Latraps focused mainly on
markets for buying and international market as the cooperative
selling products and services managed to establish long term partnersh
and better price-conditions than in the
national market
Learning context
Existence / absence of Medium + Training on cooperation was crucial in-

training to facilitate farmers
participation in COFAMIs
management

phase of the cooperative to promote the iq
of the collectivity; in later stages other
factors were more efficient to attract new
members (price-premium, identity with
success community, efficiency);

+ The scaling up of the cooperative sets a
challenge for the involvement of the farme
in management. At the same time
cooperative is presented as business unit
with clear distribution of roles and the
members accept the way cooperative is
managed.

=

e
lea
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2.4. Organization and network relations

Organization and network management

Before the establishment of Latraps the core growgs carefully studying the main
shortcomings of the existing marketing cooperatines to repeat mistakes and there were
identified several organizational issues for susftegunning of a cooperative:

e The cooperative has to be run by a skilful, pratesd and well paid manager;

* Member farmers have to refrain from engagementily tnanagement activities;

« Efficient management of a cooperative is at coreswfcess (Latvian Beef Cattle
Breeding Association was identified as a coopeeati@ving problems in this regard);

» Sufficient volumes is a precondition for businegeration (the biological farmers
cooperatives were mentioned as having difficulitnethis respect);

* The cooperative may run in trouble if there is anr®mic dominance of one or few
members (that was the case with a vegetable caomra

The cooperative’s organization and management veader accordingly to these principles.

The current membership in the cooperative has eshd®0 farmers from all over Latvia.
There are regional branches and several more dotat groups of farmers, for example in
Barkava and in Bauska. Economically the farmerdiaked with the cooperative on the basis
of yearly contracts that state that farmers haveelb 100% of their rape production to the
cooperative; for grain the requirement is not swistAt large the members follow the rule.
The cooperative on its part takes care of conctydiontracts with wholesale clients,
organizes the collection system, and offers dryfeglities that are especially needed for
medium and small size farmers who do not possegsgdfacilities on the farm. Farmers may
also buy materials and machinery through the caaper These relations have economically
gainful and convenient for both parties. Howevkhg growth of the cooperative in terms of
members has caused some problems, the chairméme dloard reported that many farmers
lose the sense of direct involvement and do notghee the cooperative as their common
enterprise. On the one hand, farmers benefit froicepand secure yearly contracts, on the
other hand many are tempted by competing compasied as Kemira Agro, Kesko Food,
BTC Company and others, which offer slightly lowsrces but provide farmers with seed
material and chemicals on favorable conditions.ré@here certain opportunistic tendencies
spreading among the cooperative members. Much ofageial effort is put to resist the
dissolution tendency, first of all by offering betiprice. The managing director sees solution
in establishing smaller satellite cooperatives imitthe Latraps organization that would
operate at regional or local level. However, th#ialilty is to find proper managers and to
oversee the whole organization from the centre.

Structure of the cooperative

Latraps Cooperative is a national organization vmtémbers in all regions of Latvia. The
cooperative structure consists of:

* A general assembly of members which is the maimsaermaking body, organized 3
to 4 times per year;

« The board consisting of five elected persons anatiwis controlling body, meeting
weekly;
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* The chairperson of the cooperative;

* The managing director;

* The central management unit coordinating routirily da&tivities;

« Two cooperative owned grain collection points irej&l and Barkava (they also
provide cleaning and drying facilities).

Latraps cooperates on contractual basis with a eunad grain collection and drying
companies that do not belong to the cooperativealriinherent part of the whole collection
system. Recently several new smaller subsidiarype@iives were established by the
members of Latraps for improvement of local mangtirrangement; these units are also not
a legal part of the cooperative but a part of gerating system.

Supply chain and marketing

The configuration of Latraps’ supply and marketoitain are represented in Figure 1. The
cooperative has its two own collection points, lelsthed in 2002 and 2006. Establishing of a
network of collection pints was crucial to organgaes of a large quantities of grain for
export market. For that purpose Latraps coopenatts other organizations as well and in
2007 has concluded contracts with some 20 graileatan points and drying facilities all
over Latvia. Special agreements have been madewdibd.iepaja and Ventspils ports. As
concerns the grain Latraps prefers to conclude racist with foreign wholesalers and
industrial buyers and the largest part of produrcti® sold on export market. The largest
domestic processors — Dobeles Dzirnavnieks agdsRDzirnavnieks are considered rather as
competitors not as buyers, because these factmiestheir own collection channels and they
compete for grain. The same orientation towardodgxmarket is observed in the case for
marketing rape. The domestic processing facilitiess limited in Latvia, there are only two
small processing plants for extracting rape-see(bae in Naukdni, the other one in lecava)
which can process maximum 5% of total domestic éstrvProduction facilities for the other
major end product — bio-ethanol are also limitbéeré are several small bio-ethanol factories
in Ventspils (Bioventa), Stende and in other placesrently they are experiencing economic
difficulties and Latraps prefers to sell up to 9%%rape just to one bio-ethanol factory in
Denmark. This makes both grain and rape produchighly integrated in international
markets and in the same time dependent on unpabtéctiuctuations and political decisions.
So far Latraps managers and members seem to béeshtvith strong vertical integration in
international markets and concentrated marketirgauge they receive quite high prices and
demand for grain and rape is steady growing in wgld. The problematic aspect is
dependence just on few wholesalers and industugéns. Therefore Latraps has plans to
build its own bio-ethanol factory in 3fgne.
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Figure 1. Marketing channels of Latraps Cooperative
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Broader network

The broader network of Latraps is presented in réig2t Besides market relations with
farmers and processors, an important collaborapartner is a bank whose client the
cooperative is since many years. In order to retschtrategic aims, Latraps is taking active
part in policy lobbying. Its main partners here Zeennieku Saeima (Farmers Parliament) and
the National Association of Cooperatives who arasodting partners in collaboration with
the Ministry of Agriculture in the definition of aigultural and rural policy. This membership
in organizations allows the cooperative to repreaed promote the interests of rape growers
into policy process, in discussions about nationed! development plan and subsidies. Since
the establishment Latraps has a consulting paitnErance, who has helped to develop the
cooperative’s organizational structure and markestrategy. Latraps is well integrated and
has a powerful position in the relevant market policy networks.
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Figure 2. Latraps network
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2.5. Capital assets and capital building

Financial capital

The start-up financial capital of the cooperativaswprovided by farmers’ individual
investments. Each of 12 founding partner contridbuby 250 lats (350 EUR), thus the
cooperative’s starting capital was 3000 LVL (4300H). The business since the first year
was profitable and together with newcomers’ feepritvided some money to reinvest.
However, it was not sufficient to develop the bess and to establish the necessary storage
and processing facilities. Bigger investments wereded and the cooperative was looking for
external funding. Despite the initial mistrust froanbank, in 2001 the cooperative has
succeeded to get a bank loan. In recent yearsfdsatras attracted EU and national subsidies
for the modernization.

Physical capital

The initial physical capital was of individual basehe 12 founders were big farmers with
well equipped farms. However, rape production dedeat least minimal facilities of primary
processing and storage. So, purchase of dryingtamdge facilities was among the first tasks
of Latraps manager. In 2002 the cooperative botlghgrain collection point in Eleja. Since
then its facilities have been gradually expandetirandernized.
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Natural capital

The natural surrounding in Latraps case is imporéanfar as the favourable agro-climate
conditions in the region where it was initiated Bimulated large-scale farming and for big
farmers at the time period it has been easierk® darisk and to start a collective project. It is
not relevant for marketing and product quality sfiesttion.

Human capital

There was little experience with successful farmesarketing cooperation in Latvia at
Latraps creation phase, therefore founders dec¢mednsult foreign cooperatives for advice.
In the beginning phase Latraps received valuabMicadabout management issues and
organisational strategy from a French partner-craipe; collaboration with French partners
is still continued. From the very start the coopigeahired a professional director with clear
managerial tasks and established a central managamen which coordinated activities
with suppliers, buyers and member farmers.

Social capital

The cooperative was established by farmers frombyeaho knew each other and so there
was mutual trust for engaging in a common projébey had a shared goal and a vision to
reach it. During the recent years the size of tbeperative has created problems in the
members’ sense of belonging to it.

The status and evolvement of different Latrapsteégpare presented in the Table 4.

Table 4. Status and evolvement of different capitalesources

Capital | Aspects Initial Current
Relevance ++ +
Status Medium High
Description Starting capital - individual Solid financial self-capacity that
investments of LVL 3000 in allows to attract external finances
total (4300 EUR) (bank loans, subsidies)
g Effective use of state and EU support (implemeResAPARD
= projects that covered 540 000 EUR investments)
c
i Bank loans
Relevance ++ ++
Status Medium High
E Description Big farmers (300 to 800 ha) Modern corn  working and
Q storage complex with the total
T value of 2.5 million EUR
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Technical park
Processing plant
Average farm of 400 ha
Gradual investments in cooperative’s physical epit
Relevance + +
Status
‘_55 Description
§ Favorable agro-climate conditions
Relevance ++ ++
Status High High
Description Increased number of members
(from 12 to 400)
§ \r;(;rgl/( girr?;egiiiﬁ:al management, good strategic, mamagt and
T Considerable knowledge stock about rape production
Relevance ++ ++
Status High Medium
Description Trust among the initiatorsMembers loosing the sense |of
based on mutual acquaintancdirect involvement
_c_as Shared goal
A

2.6. Dynamics of COFAMI

The dynamics of Latraps is presented in Figuret3colvers both major events in the
cooperative as well as depicts the relevant conéxevents.

Figure 3. Timeline of Latraps
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EU accession process, harmonization of

national and EU legislation, also in

Relevant contextual events

Starting of Rape production in Latvia

Future Latraps executive director is popularising
both rape production and cooperation

Introduction of SAPARD in Latvia

Introduction of the state support to agricultural service cooperatives

Latvia joins the EU and the Structural Funds become available

1992

1990s

2000

2001

2002

2003

2004

2005

2006

2007

Latraps cooperative

Establishment of Latraps

Hireing ofthe executive director — the first
staf employee

Purchase of a storage in Eleja

Modernisation of Eleja storage

Apply and use of SAPARD funds in order to establish
a new storage and primary processing plant

Purchase of a dry-house, weighing
machines and equipment of laboratory
with the financial assistence of EU

State subsidieas are used to modernise Eleja storage —

introduction of IT system in laboratory, modernisation
accordingly to the EU standards

Ongoing modernisation in Eleja storage
— opening of a technological

Receives quotes for biodiesel production and start
processing in rented premises in Denmark

Opening of biodiesel plant in Latvia



Since its establishment the cooperative has expmtea smooth and gradual upscaling, by
opening new and modernising plants, increasing nbenber of members, increasing
production volumes and turnover, broadening netwanmkl economic activities. Though it
seems that in 2007 the cooperative might be arratesbme turning point and there are two
prophets for that. Firstly, the cooperative hasagrgo big in terms of the number of members
that it both provokes alienation in the members badomes difficulty manageable. So, the
cooperative leaders are considering splitting g dboperative in smaller units or opening
regional branches. Secondly, by broadening its @min activities — opening a biodiesel
production plant — the cooperative is entering neavket.

Accordingly to that then two stages in cooperatiegelopment could be extracted: (1) 2000-
2007 consolidation and modernization and (2) 200wards broadening of economic
activities and reorganization of the network. Tkspective critical points would be the
establishment of the cooperative and opening aegsieg plant and establishing regional
branches.

2.7. Impact assessment

The various Latraps impacts are summarized in Table

Table 5. Impact assessment

Impact Positive Negative

Market The cooperative has initiated and disseminated papauction in Latvia
Accordingly to their estimations, they possess 60td¥al domestig
product.

Latraps has ensured very good vertical integratibfearmers in quite
internationalized grain and raps markets, but #d#e to farmers
dependency on them.

—

Sets price in grain and rape market.

As a powerful actor in th
agricultural market the cooperative
has contributed to stabilize it and |to
improve the farmers’ position.

D

Social The cooperative has a good imgge
in the Latvian society
demonstrating the wellbeing and
competitiveness of Latvian farmers.

It has increased farmers' self-
organizational capacity.

There were no identified Latraps’ impacts on gengdation and farm
succession.




Educational (+) Provides information and
knowledge regarding rape
cultivation, state support, etc bath
to cooperative’s members and
broader agricultural community.

Cultural (-/+) Supporting for some small farmerstimulates abandoning th
to continue (and develop) with theicultivation of traditional crops an
farming business thus sustainingaditional farming models based
traditional rural business (on then them.
other hand it is not culturally

(SIS

embedded).
Environmental (-/+) | Avoids abandoning of agriculturalintensive farming practiced in
land. rape production degrades rural
landscape and environment.
Monocrop cultivation.
Political (++) The cooperative is taking active

part in  agricultural  policy
formulation regarding cooperation,
bioenergy.

2.8. Summary and conclusions

Introduction of a new crop: market innovation and enbeddedness

On big extent rape production has expanded in &atlanks to Latraps. Its economic
performance, farmers-friendly organization and reark initiatives have attracted many
farmers. Since the cooperatives establishment caftiration gradually expanded and from
2000 onwards has reached the maximum in certaasaBue to crop rotation conditions rape
can be grown maximum on 1/3 of the arable farmiamd many Latraps member farms have
reached this level. The crop appeared to be mafégisle than grain or sugar beet and many
farmers eagerly converted to intensive raps pradioiciThe new culture changed the agro-
economics and landscape in such regions as Zeragdl&urzeme: during spring time when
rape fields are blossoming the landscape looksypicdlly yellow for Latvia, the harvested
fields also look different. These visual changesehprovoked some discussions about the
endogeneity and appropriation of this new culturetarms of agro-technical conditions,
agronomic knowledge, environmental impacts, effamtstraditional farming systems and
relations with processing industries. The remimscgearallels were drawn with times of
socialist agriculture when collective farms werdigdd to grow corn in undue northern
climatic conditions — the communist party decisittmat provoked resistance among
agronomists and kolkhozes chairmen. Nowadays tlser® hesitation among farmers to
undertake rape production and abandon tradition#ures as far as it is economically
profitable and there is demand on international ketar So far there has been little
contemplation among producers and cooperative menaimut the environmental pressures
of rape production and its dependence on highlyceotmated international marketing
channels. Environmental and social aspects of snterrape cultivation in the region as well
as potential economic risks are not the issuesigsgrl among farmers.
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Summing up the economic, political, technologiadplogical, marketing and knowledge

factors of rape growing one may argue that intradacof raps culture has been a pure
market and technological innovation, and that ttog @roduction, marketing and processing
system is disembedded from the local circumstanties.seed varieties are being imported
from abroad, equipment and chemicals purchased imtemational suppliers, the agronomic

advice received from England, Canada and elsewk®eproportion of investors buying up

land and rape production facilities are Germansyd3aDutch, Englishmen and other, and the
absolute majority of produce is sold on externalrkets as raw material that has been
processed elsewhere. The idea and practice of gemeing was introduced in Zemgale

region and Latvia at large from outside both inmgrof varieties, technology, equipment,

materials, knowledge and professional advice. Tngs a picture of an introduced, quite

disembedded crop where the land, the territorythadabour are only an intermediary link in

the globalised flow of rape knowledge, technologylvice, processing structures and
marketing logic.

Rape production greatly challenges the establisfmdy farm structure as well. The average
size farms of 20 hectares of land cannot sustanugh-scaling path and farmers are urged to
sell their farms. The agricultural land prices ienZgale have gone up strongly after the raps
production expanded and proved to bring profitser€his increasing competition for land
both among large scale Latvian farmers and forgigestors. Economic prospects for smaller
family farm households in this context look grim.

A cooperative for large-scale producers?

Rape is the culture which requires large land afeagroduction, an expensive machinery,

lot of material inputs, intensive methods of cudtion and concentrated marketing to supply
mainly wholesale and industrial customers. All thésctors can be efficiently met mostly by

large scale farmers who operate on hundreds or tharsands of hectares of fertile land.

Indeed, the cooperative was established by big @ssmwho were important players in

agricultural market also individually. During thetér years many small farms have joined the
cooperative (and accordingly to manager’s estimat@are benefiting even more). Opting for

raps does not leave farmers with many alternatives to modernize and enlarge, follow the
up-scaling path, and become strongly integratequiite anonymous international markets.
The cooperative in totality of its activities isethvay how large rape growers collectively

respond to highly concentrated and internationdlizge production and marketing chains. It
has been an option exactly for large farmers tasadp the market. So far Latraps members
have experienced increase in price, however thg ierm economic sustainability of such a
production model when a bulk of raw product is dolch few international wholesale buyers
remains unclear.

In summary, the example of Latraps illuminates smvénterrelated success factors in
COFAMI:

» Well-founded commercial and organizational strategycollaboration with foreign
cooperative’s specialists, there was drawn an a@ticooperative’s commercial and
organizational strategy already before its esthbient. This has let to reduce the possibility
of internal conflicts and market failures. The efishhment of a well functioning cooperative
has been of particular importance and can be cereichs a great achievement in the Latvian
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context where people had prejudices vis-a-vis eennccooperation and there were no
positive cooperative’s examples.

* Human capital, in particularly professional manamsi marketing specialist: from the
very beginning the cooperative’s management igassli to a professional manager. It has let
to avoid possible interest conflicts and time mamagnt problem, in the case the manager
was a farmer (which is a rather common practickatvian cooperatives). Moreover, as the
manager has been among the first promulgatorspaf psoduction and also cooperation in
Latvia, the cooperative has obtained a very comipetand devoted professional.

* Involvement in policy and professional networkse ttooperative is actively engaging
in policy lobbying. Its specialists have preparedesal policy propositions, the cooperative is
collaborating with professional organizations teesgthen its position in negotiations with
policy makers. The influence on policy is basedhboh the cooperative’s and individual
farmers’ economic power and importance as welbatstintegration in the respective policy
networks. Policy lobbying was of particular imperta because both cooperation and
bioenergy were new policy fields in Latvia and tleek of regulations might hinder
developments in those sectors.
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3. PREILI ORGANIC FARMERS NETWORK

3.1. Material

The case study oPreili organic farmers’ network is based on the three sources of
information: semi-structured, guided interviewderature and electronic media (Internet)
review and direct observation. To produce credéniée trustworthy analysis of the COFAMIs

studied, the three kinds of triangulation were gggpl (1) triangulation of the methods

(interviews, observations, media and literaturden@y; (2) triangulation of the sources that
involved integrating in the case more than one pgeatsve on a situation (e.g. COFAMI

leader, COFAMI member, non-member, policy maker)e{8) analyst triangulation — the

researchers reviewed the findings and patternowaised, contributed to the analysis their
memos and elaborated the conclusions for the dadg.d~urther several specific activities
are outlined that were implemented to achieve tadsgof the project:

Literature, document and electronic media review

The specific purpose of the literature and Interegtew was to convey the state of the art of
the cooperation in agriculture in Latvia, and speally, in the organic farming sector. Also,
Internet research on the subject allowed identifyone of the relevant informants on
cooperation in organic sector in Latvia. As a resiilthe preliminary analysis of the printed
and electronic materials, researchers outlined mh&n problems in the field and
complemented the existing list of research questfonthe field-work.

Observations in the organic market in Daugavpil$ @m organic shop in Riga

In order to gain a closer familiarity with the raseh subject and the practices of market
agents in their natural settings, researchersedsit local market in Daugavpils, an organic
shop in Riga, and farms where organic productich storage took place. The observations
helped to assess the developments in farmers’ cabpe marketing chains and the
economic performance of market agents and alsaicogisbehaviour.

Participation at the annual meeting of the Assamiabf Latvian Organic Agriculture

(ALOA)

At the beginning of March the researchers partieipaat the ALOA annual meeting. It

provided an overview of the activities, includingrketing initiatives and the development
of new marketing channels, carried out by the AL@Aear 2006. Also, the problems in the
organic sector were discussed and the tasks to iimlthe nearest future were set (e.qg.
education of the society, quality of the produdsoperation opportunities research etc.).
Participation at the meeting provided useful infation to elaborate on the context of the
COFAMI development in Latvia and in particularlyonganic sector.

Semi-structured interviews

All together seventeen interviews were conductednduFebruary and March, 2007. The
interviewees represented various stakeholders vedolor related to the network and
agricultural cooperatives: leaders of the COFAMisembers and non-members of the
cooperatives, a journalist, a local agriculturaviadr, the consumers of organic products, a
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representative of the local branch of a bank, aesgmtative of the municipality and a
representative of the Ministry of Agriculture. Tirgerviews’ material provided the main
body of the information for Latvian COFAMI study.

The analysis of the interviews was carried out fall@wing way:

1. The data were organized into meaningful categaniexrder to discover patterns in
the information provided,;

2. New categories were developed through combinatrosubdivision of the existing
ones, and the researchers identified repeating ided broad themes that connected
the ideas and categories elaborated by the reszarch

3. The repeating ideas and themes formed the andlytiftamation material for the
report and for the conclusions. This informationsvwaupplemented with analytical
memos of the researchers and information obtaine the literature review and
observations.

Also, during the process of analysis the followisgues suggested by Berkowitz (1997) were
taken into an account:

1. What patterns and common themes emerge in respabses specific topics? How do
these patterns (or lack thereof) help to illumirtaee broader study question(s)?

2. What interesting stories emerge from the responsis® to they help illuminate the
broader study question(s)?

3. Do any of these patterns suggest that additiortal miay be needed? Do any of the study
guestions need to be revised?

The methodological and analytical approach enatdsdarchers to probe for greater depth of

the understanding and explanation of the COFAMIettgyment, impact and enabling and
limiting factors from the perspective of the vasactors.
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3.2. General description of the case

Preili organic farmers’ network unites organic farmers from Pliedlistrict, Eastern part of
Latvia (Figure 4). It has been initiated in mid 089when soon after the establishment of the
first organic farms in the area, Hreorganic farmers NGO was founded. The network
functioned as the main driver of organic producti@velopment and promotion in the district
by disseminating knowledge and stimulating localdoicers to adopt environmentally friendly
methods.

Figure 4. Administrative map of Latvia
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To date all together there are approximately 4@fawic farmers in the network. More than
100 have received the certificate of the AssoamtbLatvian Organic Agriculture “Latvijas
Ekoprodukts” (Figure 5) that allows them to sedittproducts labelled as organic.

Figure 5. The trademark “Latvijas Ekoprodukts”
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The activities of the organic farmers’ network halreerged into three main directions: (1)
educational — information and knowledge dissemiomati(2) policy making — lobbying
organic farmers in policy networks; (3) economiadevelopment of the common market
strategies. The organisational core of the netwaithe NGO has been liquidated. The farmers
continue informal gatherings though, many of them members in ALOA. Taking into
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account COFAMI project interest, the latter — eqoimdimension of the network — will be
explored more in detail. In particular, the focustlze case study will be on two organic
cooperatives Produkts Vetmi and Latgales Ekoprodukts.

Both cooperatives were established in 2004, agearly 10 years long lasting discussions and
several unsuccessful attempts to start a colleatiaeketing project. They are the only organic
cooperatives in the district and among the firseom the country. The cooperatives have
correspondingly 10 and 15 members, all of thenfareers.

The cooperatives were created with the aims to:

(1) organise collective sells that would consolidatgaoic farmers’ position in the existing
and new marketing channels on regional and natienal;

(2) negotiate higher prices for the products;

(3) provide accounting, agricultural and logistics &8 to the members.

The members of the cooperatives mostly have mediaed (ca. 40 hectares) farms and they
are diverse both in terms of production and of msrtime allocation for farming. The farms
are owned and managed by families and often sontteedamily members are also employed
outside the farm for economic and social reasonsstMf the farms practice mixed farming,
producing high variety of vegetables, fruits, midgikd meat. Some of the farmers have
developed rural tourism activities and wood process

The products marketed through the cooperativesegetables and fruits, as well as honey and
herbal teas. The range of products is limited imary processed, fresh and often unpacked
products. This is due to the lack of processingif@s of organic products in the region. The
vast majority of Préi district organic farmers and also cooperativeshmbers produce mainly
milk and meat that needs further processing inrotade sold in the market. As there is no
organic processing, milk and meat is sold to theveational processors. Because of the
limited range of marketable products, as well ggnisational shortcomings outlined later in
the report, the economical performance of the cadpes is modest: the average turnover
does not exceed 10 000 EUR per year. There arempoged personnel for any of the
cooperatives activities and their offices are ledatt the leaders’ farms.

Since the establishment of the cooperatives, thmlmees have enjoyed a number of benefits
from the collective initiative. The first and moshportant one is the recognition of the
distinctive quality of the products by other FSCematg. It is particularly important in the
context of growing organic market in Latvia, whée brganic food chain is weakly developed
yet and most of the organic products are sold inventional market. The cooperatives provide
for the members an opportunity to market their patgl as organic in specific organic
distribution outlets. Related to this, there are tother benefits: farmers can receive price
premium and they have an access to a broader orgaaiket (geographically and also in
terms of a higher variety of marketing channels)other economic benefit is that some costs
related to production and marketing (logistics, @igs, publicity) are reduced. The
cooperatives are also an important informationalire® for farmers — they distribute
information on market opportunities, available statipport, calls for the projects and provide
some advisory services to the members. The coapesadre taking part in food exhibitions
and fairs on national level that contributes tovgattide publicity of both the cooperatives and
individual farmers and their products.

However, despite those various benefits, farmesfepito develop and sustain their individual
marketing strategies, which are, in their view,i@a manage and more reliable. Individual
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strategies are even dominating over collective ombke leaders of the initiatives describe the
members as passive and with a little interest & ¢bllective activities. Their approach to
collectivity can be characterized with the word$awwill 1 get’ instead of ‘what can | do for
our benefit’, receiving attitude is predominatingntributing attitude. The farmers tend to
cooperate only if there is an occasional need tbssepluses and they prefer to have a
COFAMI as a safety net, not as a main marketingneea The Table 6 presents the division of
activities between collective and individual agentshows that none of the activities would
be completely consigned to the cooperatives.

Table 6. Division of collective and individual actrities

Collective Individual
Collective production standard — certified orggmioducts

Production

Negotiations with FSC partners Negotiations wittCH&rtners
Storage

Transport/ing Transport/ing

Promotion Promotion

Marketing Marketing

Selling Selling

In the given context the case study on Priganic farmers’ network was chosen for the
number of reasons: (1) organic agriculture is a ganatively new and growing branch in
Latvia, and the case provides an opportunity tdysthe development of a new market sector.
Moreover, Prdi network has been studied in the previous EU mebe@roject Making
Agriculture Sustainable that lets to analyse tHatee processes in longer term; (2) the case
study involved the exploration of building-up a néed chain based on regional production
and marketing; (3) the outstanding aspect of theliRrase study in the context of collective
action formation is related to the development oliectivity and notably to the relations
between individual and collective marketing strage@gnd to the difficulties of establishing the
common codes of practices among the members of lectee initiative. These
aforementioned aspects make the case study botssay for the involved actors to help
them to reflect on their ‘state of the art’ and gibke future developments and, secondly, it has
a high potential to create a new knowledge abolleaose action and the role of various
factors and capitals influencing the rise or thelide of the collective initiative.

3.3. Contextual factors and driving forces

In this chapter, the socio-economic situation ia thstrict is presented that gives the local
context of the initiatives. Afterwards, the enafliand limiting factors relevant for a small
scale COFAMI drawing on Pieicase study findings are analysed and presenttdteiiable

7.
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Preii district is one of the smallest districts in Liztvits acreage is 2 042.2 ko 3.2 % of
the territory of Latvia. It is located in Latgalegion, which has the lowest indicator of GDP
amongst the Latvian regions, reaching only a hiaRiga’s GDP. Prdi is among the districts
with the lowest rates of production per capita,ducdivity, level of investments and wages
and the highest unemployment rate (15.8%). Hisatlyiche district has been agricultural and
its development still depends a lot on agricultureast of the employees are working in
agriculture and forestry (23.4%) (followed by ediima (11.5%), retail and services (9.5%)
administration (9.4%)). The agricultural and indiatproduction is set as a priority of socio-
economic development of Pliedistrict, including the development of entreprership in
dairy and meat production, processing and nonttosdil agriculture. The entrepreneurial
activities in the district are low: the indicatdrtbe economically active enterprises is half of
the average in Latvia. In year 2005 there were 282@rprises, 1205 of them were farms.
Despite the fact that Piedistrict experiences the increase of investmanisnterprises and
the wide range of the support for agriculture emeanthe production, many entrepreneurs
still find themselves on the ‘edge of survival’.é'leconomic problems are aggravated by the
decrease of population. During last 13 years, ddew birth rates and outward mobility, the
number of inhabitants in Pieidistrict has decreased by 5921 persons. Espgcalling
people and professionals are keen to look for beteployment and living conditions in
larger urban centres, in the capital of Latvia orthhe other countries. This hinders the
economic development in the district in general had created also human capital problem
in the studied farms and cooperatives.

Table 7. Contextual factors

Factors as described in
the grid

Relevance
for the case

COFAMI performance and dynamics limiting/enabling relevant
factors

Main descriptive data

Proximity / remoteness tg
urban centers

High

- Remoteness from the urban centres impliegdid access to the
market and information and higher costs of logsstic

+ Remoteness contributes towards innovative stiegdg bring the
consumer closer to the farm

Relative
agriculture for regiona
income and employment

importance of High

+ There are more than 380 organic farms injiRtestrict: high unused
potential for cooperation

Density of farms with| Low + Although there are many organic producerh@area, farmers do

similar production not define themselves as competitors. They compitheconventional

structures producers

Job opportunities in other Medium + Diversity of farmers activities allows atlocate wide range of

sectors capitals to the farm

Socio-political/institutional context

Urban-rural interrelations| Medium - Young peoplg&ographic mobility to urban centres or other
countries enforces depopulation, which resulth@lack of human
resources.

Territory based policies | Medium + Organic farming among other innovativenfarg methods is set as

(presence / absence,
network-characteristics)

an priority in district's development plan
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Institutional support to COFAMIs

Existence of formal High - Policy measures are more appropriate fajelgroducers’ groups,
regulatory framework for while small cooperatives experience high riskddogevity and
collective action / sustainability of the COFAMI
marketing . . , ;
- Small and medium farmers and ‘weak’ rural actmesless organised
and not well integrated into policy networks
+ State support provides seed money to start the 0D
+ There is state support to marketing activitied food promotion
(programs for Latvian and special quality food podion)
Institutional facilitation High - Lack of appropriate support for the furtistages of COFAMI
capacity development
Rural public-private Medium + Partnership with local government facibacollective action
partnerships
Institutional willingness / | Medium - There is no ‘protected space’ for new COH# (threat to longevity)
capacity to create although farmers emphasize that new establishnmer@d such spaces
‘protected spaces’ for new

institutional arrangements

Socio-cultural context

Culture and positive
experience of cooperation

High

- There is a lack of positive cooperation amafketing tradition
(Soviet ‘collective’ and ad hoc informal cooperatioRural dwellers
lack participatory and cooperation knowledge aritissland initiative.

Rural social cohesion High - Historically develommhviction about preference of individual
strategy, low level of trust in collectivity
Presence/ absence of High + Farming as a life-style to community members

agriculture in local
identity

D

Economic and market contexts

Importance of local, High - Organic producers have limited opportunitesneet rising interest

regional and national and demand — limited access to supermarkets

markets - Consumers’ food awareness is comparatively lovckvhan be
explained both by cultural consumption pattern lmdpurchasing
capacity. This complicates the entrance of inneeasind new product
in the market.
+ The interest about special quality products awedllfood patriotism
is growing that may encourage the formation of matiatives and
collective sales

Economic weakness, lack High - Economic weakness enforces short term miagkeind does not

of capital allow space for long term, strategic vision

Competition on relevant | High - Competition with conventional rather thaigamic producers and

markets: number of

actors; price evolution,
market share, competition
with other market parties

lack of access to supermarkets keep the pricesljgstly above
conventional products

Type of marketing High - Lack of appropriate marketing strategies kutt of ability to build
strategies them undermines the development of COFAMI
Relations between actorg High - Absence and insufficient efforts to estdblisng-lasting relationship

on the markets (strategic
alliances, hybrid forms)

and contracts undermines the development. NB: Rarhsve own
regular customers

O
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- Dominance of large processing industries, rataiand importers in
conventional food chains

Learning context

Existence/ absence of Medium - Cooperatives do not initiate learning wtgs
relations with local or
regional actors to develop
learning initiatives

-Moderate social capital: rural dwellers lack pap@tory and
cooperation knowledge and skills

+ Some members are actively engaged in outsideifeaand in the
exchange of experience activities on regional omati and
international level.

Existence / absence of | Medium -Low education level, lack of specific kn@abe and skills in
training to facilitate entrepreneurship, marketing and cooperation, fashageing, farm
farmers participation in succession problem

COFAMIs management + Trained members would apply new knowledge pravithat they are

interested and understand the benefits of the catipe

+ Good advisory network. Advisory services are wigkeftuned to the
contemporary farmers’ needs for knowledge and agiithting the
spread of innovative ideas and practices. Still tbepacity is limited
and not all the knowledge and information needshmasatisfied.

- There are missing training courses and consoitagpecifically on
cooperation

The competition in food market and moderate polsési of income stimulate farmers to look
for a new ways of production, income generation aodiness organisation. However, only
few farmers are aware about the advantages ofoibygecation, there is a lack of understanding
of collective marketing strategies and practicemalf scale initiatives often lack the most
important resources (financial, social, politicalpd educational) to grow into successful
COFAMI. The analysis of the contextual factors adoconcluding that relevant contextual
factors in all the domains described are more fealdle for conventional and large scale
initiatives than for small scale COFAMI&Economic, market, socio-cultural and learning
contextsare the domains where the majority of the releviamting factors are concentrated
and hampers the evolvement of small-scale COFAMIs.

Economic and market context

Organic sector is growing in Latvia, but as orgdomd chain is poorly developed and organic
farmers still strive to gain a stable position mod market, they are subjugated to the
competition with conventional farmers. Consumersown general have limited knowledge on
organic food and limited purchasing power, chodse ¢heaper one. The cooperatives are
contributing to organic food chain development,cagtrary to many organic farmers, they
avoid to sell their products in conventional markdowever, they use mostly the existing
market channels and experience difficulties whgimdyr to establish new ones. For that, the
cooperation with other food chain agents would beessary. However, as stated, potential
consumers are not capable to pay and there iskeofaaterest and decency from the side of
other food chain agents, who are interested in idiate profit and, accordingly to farmers’
experience, may not be trustable.

Farmers’ aspirations for economic power, premiurnteprand greater market share have
contributed significantly towards the creation bé tCOFAMI. At the same time the lack of
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economic capital for starting the initiatives amdniing the basic investment capital to create
marketing instruments and risk capital hindersrtsaccessful development. The low budged
small-scale COFAMIs have difficulties to attractllgkl and competent managers to run the
initiative. The leaders of the cooperatives ackmalgkd themselves that often they lack the
right amount of the time and necessary skills tmage the COFAMI efficiently and to meet

their own expectations and also those of the mesniddoreover, situation when the leader of
the cooperative is one of the farmers and markistdr own produce at the same COFAMI

can create well-founded interest conflict or grdesd suspicions within the organization.

Socio-cultural context

Although organic farmers in Piedistrict do not define themselves as competittrey have
difficulties to develop a successful cooperatior dousiness partnerships that, taking into
account the situation in organic market, would be/grful tools to consolidate and strengthen
their market position. Behind these difficultiesdevelop collective marketing initiatives there
are also several socio-cultural aspects. Manyvigeees refer to the “individualistic style of
Latvians”, meaning that they prefer to work on th®vn and on the way themselves consider
the best. It lets them control the business and gaissibly less but sure revenues. This
individualism is supported by farmers’ experiences enforced cooperation and the
accompanied lack of trust in each other and inectillity, lack of cooperation skills and
knowledge. As follows, farmers have developed thedividual marketing channels that
according to them function satisfactory and provadeopportunity to market all their produce
themselves.

For a long time period there were few positive egla® of cooperation that would encourage
other producers to start up similar collective iatives. During ten year period the only
agricultural cooperatives were those establishetherbase of collective farms with previous
workers as stakeholders and which in many casee wet operating effectively. The first
cooperatives, as they are known in Western Europeantries, were established around 2000.
Since then together with the accumulation of exgmere and knowledge the cooperative
movement is developing.

Learning context

The learning context of the initiatives is formefdvarious institutions and professional bodies
and their activities as well as informal networkinthe major institutions contributing to
knowledge exchange in the district is Agricultugdvisory service, various professional
networks, regional development agencies, mediaicAlural advisory service is of particular
importance as farmers and rural dwellers are itgetagroups. It has its bureaus in all the
districts and in general the advisors are followthg new trends in rural and agricultural
sectors in order to meet farmers’ and rural eneegurs’ knowledge needs. However, those
learning activities are mostly focused on productamd management side of the business.
There is less support available for specific inrimres, as well as more training courses would
be useful specifically regarding cooperation argb aharketing and management. Association
of Latvian Organic Agriculture, whose members ds® &reli organic farmers, is organizing
training seminars and distributing a leaflet amdaagnembers. During the last couple of years,
market cooperation has become one of the censagssin its activities, so promoting it within
organic community.
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Preii cooperative’s members are rather well integratedhe existing knowledge network.

They are active in various local, national andrimagional level (e.g. trips of the exchange of
experience). Despite that, still the learning iweak link in the factors contributing towards
successful cooperation. Farmers often do not utatetsthe principles of cooperation and
therefore they remain resistant also to new forfrmarketing.

We can conclude that in the context of scarce Gi@nresources, low commitment to
economic collectivities, lack of appropriate skiled knowledge, entrepreneurial spirit and
shared values, remoteness to urban markets and putdic support, the COFAMI most likely
will not be successful. Besides the unfavourabletexi factors, the members themselves
should take more decisive position to change ths&tiag path and to build a new strategic plan
for the future development that is supported byredlinvolved parties.

3.4. Organization and network relations

Internal organisation

Both cooperatives are legal entities and their guwent and supervision are regulated by The
Law on Cooperatives. It envisages the organization general assembly, which is the major
administrative body, the establishment of a courejpresentative body between the general
assemblies) and a board which bears the executwerm(see Figure 6). Respectively, both
cooperatives have boards, the chair of the board,the cooperatives hold annual general
meetings. Produkts Veskhi organizes monthly meetings were the questidribeoday are
discussed. The main decisions regarding the cobpergerformance are taken after
consulting the members, on the daily base theyharexecutive directors who decide.

Figure 6. Organization

Decision
making

Manager

Board Bookkeeper

Marketing
specialist

Director/leader

Selling members Members

Part of products
sell through the
cooperative

Waiting
position
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Farmers’ membership in cooperative is contractatithry pay membership fee. In contrary,
the commercial relations between the members ardctoperative are not defined and
strengthen by contracts. The director of one of dbeperatives explains that it is too risky
because there is no guarantee that one of the sidesducers or purchasers — would comply
with such contracts. “I expose myself to risk. Gaots are not advantageous. If | sign a
contract with a farmer | have to buy his produtisst year we signed contracts for buying
onions, | made regular tours in the farms and gathenions, because commercials in Riga
told me — grow, I'll buy everything from you. Saigned a contract and bought onions from
farmers, but finally I incurred losses, of cours®d, distrust and disloyalty between food chain
agents and limited market of organic products hampgke formalisation of commercial
relations between the farmers and the cooperatives.

In both cooperatives there are members who armgeHheir products to the cooperatives and
those who are passive members without engagingnmreercial relation. The latter prefer to
sell their products through their established imdlial market channels because they are not
sure that the cooperative would buy all their paidwneither that it would be more profitable,
or their products (in particularly milk productsarcnot be sold through cooperatives because
they are not processed. These farmers stay the ererhbping that the cooperatives’ would
survive and prosper in future.

Despite the democratic form of the cooperativegirtmembers are rather passive in
participating in the cooperatives’ affaires. Aftee enthusiastic collective decision to establish
the cooperatives, they have existed thanks to #aelers’ individual contributions and
enthusiasm, which are their major driving forceeTxecutive directors in both cooperatives
are their initial leaders and most of the functidhsy perform alone — they are managers,
bookkeepers, marketing specialists, drivers, sepgplietc. Because of the shortage of finance
the cooperatives can not afford to hire any prodesd staff and also the directors do not
receive salary. Such a situation, when a colld@gtidepends on separate individual’s initiatives
without a lot of support from the side of other nbErs and when members’ rights are
obligations are not clearly defined, considerablgiangers the sustainability of the initiatives.

Relevant external network relations

There are three types of relevant external linksnmercial, technical and regulatory (See
Figure 7). The cooperatives are under constantreigpen of regulative and controlling
institutions — the Ministry of Agriculture sets thagricultural policy and defines support
measures, both to producers and agricultural catipes.
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Figure 7. External network relations
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The most active farmers from the cooperatives atevea members in ALOA, which is
collaborating with the ministry in defining the eghnt policy measures. State Food and
Veterinary Service surveys companies’ compliandd sanitary and hygienic norms, and they
carry out regular controls also in the cooperatives

There are three important “technical” partnerstfor cooperatives: they have good relations
with local administrative and agricultural advisdrgdies — District’s Council and agricultural
advisory bureau, which provide them technical #@ste — information on state support,
educational possibilities and production, trainiogurse, rooms etc. ALOA is a national
organisation of organic farmers that represents detends their interests in various
institutions. One of its most important functiosgisseminating different kinds of professional
information among organic farmers. As stated abtweassociation is actively promoting the
idea of cooperation.

Regarding commercial relations, the cooperativege ha couple of stable partners. Some
regular activities include supplies to an organimops in Rga (though, the supplies are

organised in an ad hoc manner when there is noespective product in the shop), rides to
residential districts to bigger regional towns whearganic products are sold directly to

consumers, and participation in food fares. Proglideseilbai has won the rights to supply

products to one of the local schools during fouargghowever, after the first year the leader is
not sure of the prolongation of the contractual ootment as it is not profitable) and they are
supplying also to an internet shop. Altogether ¢heperative’s market activities are sporadic
and there are no long-term contracts with any maagent. In the meantime, the farmers are
not ready themselves to assume such an engagentleatrisk that they can not provide the

contracted supplies (because of poor crops) isaiastg them.

41



Changes in organisation and network relations andale of contextual factors

Both internal and external relations have expeegdniew transformations during cooperative
life cycle, they are low-dynamic.

To a large extent, the setup of cooperatives has bwluced by the new objective of the state
agricultural policy to stimulate producers’ coogera. Although the market situation was
stringent for organic products and producers’ abile action has been protractedly discussed
among organic producers as a possible solutios stiate support has been an important push
towards collective organisation of farmers. The am@nt role of political support turns out
also during the further development of cooperativegyether with the reduction of the state
support the cooperatives have difficulties to expand @ngrofessionalize their performance,
as they don’t possess sufficient financial meanavest in market initiatives, establishment of
facilities and hiring professional staff. The diffities to set up and to sustain operating of the
cooperatives have a negative impact on the intergdnisation. As the cooperatives did not
meet farmers’ expectations regarding the increasales and new market channels, there has
been a gradual decrease in members’ motivationfaBmers have become more resilient and
the number of members has reduced. Because ofdtreasing motivation resulting from
modest economic performance of the cooperativesp #@heir internal exchanges have
gradually decreased and the internal organisatasntdiecome looser. The leader of Produkts
Vesetlbai, not feeling enough support from other membansl experiencing constant
difficulties in managing the cooperative, is evemsidering the resignation from the director’s
post.

The low participation of members and as follows thedest performance of cooperatives is
related to the lack of cooperation skills and kremge and the luck of trust and loyalty to
collective organisation. In the background of thebaracteristics there is the rupture of
cooperation traditions during soviet period and ‘ihdividualistic Latvian character’, often
mentioned by interviewees, insufficient and inadggquknowledge support from agricultural
advisory service.

The cooperatives’ external networks have not camallly expanded nor reduced. They
remain rather narrow with few stable and long-terefations. The narrowness of the

cooperatives’ networks is related to their stratemgell products as organic - the market of
organic products is limited and there are few olgaonsumers, processors and retailers with
whom to cooperate. Organic farmers do not feel ebhtEompete with cheaper conventional, in
particularly imported, products and to entice natpers and consumers.

3.5. Capital assets and capital building

Status of different capitals and their evolvement

At the current stage both cooperatives experiemdieitin all kind of capitals (See Table 8).
Their volume has changed, mostly decreased, sircedtablishment of cooperatives, except
for natural capital — the district is appropriate the development of organic farming - poor
soil and hilly relief stimulates farmers to develogn-intensive and alternative-to-conventional
farming models.

! The biggest support the cooperatives have recéoretie establishment of cooperatives, duringrtéet years
the state support is calculated accordingly toduen that in these cooperatives is small.
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Table 8. Overview on capitals and their outcomes

Capital

Relevance
(0, +,++)

Status
(low, medium, high)

Description of effects

Social

++

Medium

Social capital was decisive in
establishment of the cooperatives and in
further gradual decline of collectivity.

the
the

Human

++

Medium

Farmers have good knowledge andlsd
regarding production, but the lack
knowledge and understanding ab
cooperation considerably reduces trust i
and, as follows, their engagement.

Lack of professional managers and market
specialists limits the economic performance
the initiatives.

The cooperatives are existing on the base

the enthusiasms and entrepreneurial skills
their leaders

ki

of

Dut
it

ing
of

5 of

Financial

++

Low
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At the preliminary stage of cooperatives, there wificient social capital in organic farmers’
community to establish them. Future members waraifgy in a comparatively small region —
they were rather compactly located, organic farmessnmunity was small and they knew

each other rather well that facilitated their exajes. Social networking among farmers and
the accumulation of social capital had been fatéd a lot by the nongovernmental organic
farmers’ organisation in the district, operatingeally since the mid-1990s. So, there was
mutual trust based on good interpersonal relattmswhich was strengthened by the common

goal — wish to commercialize organic products. Wthenpossibility to attract financial capital

for the establishment of cooperatives appearede(sabsidies), social and human capitals

were consolidated to build collective projects. lcaooperative project was driven by an
entrepreneurial farmer who mobilised others andetodk the leading role. The farmers’

initial interest in cooperation was high, there v80 to 40 people gathered. The good relation
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with local authorities and agricultural advisoryngee also was encouraging. This bridging
social capital has been used to increase coopesatbapacity. Advisory service helps them
with accountancy and provides rooms for meetingstridt council has supported organic
farmers by including diversified and non-traditibragriculture development as one of the
priorities of the district that enhances farmerstess to the bank loans for the farm’s up-
grading.

Despite this promising start-up built on solidarigy the current stage the deficiency of social
capital is one of the reasons why cooperative®pegating faintly. There is no sufficient trust
and loyalty in the collective projects. There agproaches of unfairness towards the farmers-
managers and the members tend to fail in providexessary supplies. To the large extent this
is a result of the farmers’ lack of knowledge anaderstanding about the principles of
cooperation. They are reluctant to invest theiafiicial and non-financial resources for the sake
of the future benefit and mostly they prefer to tamne with individual market strategies. The
belief in the cooperatives has been gradually undesd by their modest commercial
performance. The cooperatives continue to exishipdnanks to the initiative of the leaders.

As stated, the initial financial capital was praadby the state subsidies and entrance fees —
Produkts Vesdbai has received 1300 EUR out of 7100 EUR availéibleras the maximum
amount that newly established cooperatives coudydpr) and Latgales Ekoprodukts - 2100
EUR. After the state subsidies for the creatioradperatives have been used (cash register,
accounting system, etc), the cooperatives expeagishortcoming of finances that considerably
restricts their performance — they can not hirefggsional personnel, develop technical
facilities, carry out more publicity activities,cefThey have difficulties to attract finances from
the other sources. Bank loans are not accessibléhéocooperatives either as they cannot
ensure a warranty. Individual farms are chargedth Waans themselves. Latgales Ekoprodukts
has taken a loan from the leader’s farm in orddve@ble to co-finance the establishment of
packaging facilities.

The state of physical capital has slightly impravéthe cooperatives have launched their
activities without possessing any facilities. Atethime being Latgales Ekoprodukts has
established collective packaging facilities anddidwa transport. Physical capital of individual
farms has improved, too: the farmers are activapiplying for the EU and national funds for
the modernization of their farms. Although physicapital is improving, it is not sufficient
yet. For instance, the cooperatives don't haveecblle storages that would ameliorate
logistics. Some of the investments in physical fiave turned out to be useless so far —
there was bought honey packaging equipment, whidarshas not been used though.

Both cooperatives also experience shortcoming ofidmu capital. There is good knowledge
regarding the production side of the cooperatii@sspite the shortage of labour in some
farms, all the farmers have considerable experieknewledge and skills about organic
production and they can produce sufficient amouBits.there is deficient of human capacity
regarding marketing and business management. There professional who would work on

those questions, and it explains partly the diffies of cooperatives in organising collective
sales and promoting their products more efficierfigofessional human capital - professional
manager, marketing specialist, financier, seller-etis important for a successful economic
performance and management of COFAMI. Though, Egomembers should be informed

about cooperation principles in order to avoid mdaerstandings leading to mistrust. Also the
smoothly decreased number of members has degradealslity of human capital.
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The role of capitals at different development stage

Although all the capitals appear necessary for CRFsAoperation, their importance varies
along COFAMI development stages. Social capitat ihe core of a collective action and it is
crucial all along COFAMI development. Containindommal networking, trust and common
values, it is a precondition for a formation a eotlve project. Although these components of
social capital remain as a glue of collective atitie, for the durability of a collectivity it is
important to strengthen it by institutionalisatierdefining common rules, action codes, rights
and responsibilities. So far social capital in terof institutionalised cooperation, trust and
interdependency among members have not been sufficiaware and employed in the
cooperatives.

The organisational and economic performance isngthened by physical capital and it
becomes more important during the process of thkngcup. The experience of unused honey
packaging facilities witness though that the inmestts have to be well considered before they
are implemented.

Diverse capitals are mutually constituting and rdépendent. So initially the financial capital
was used to establish physical capital (transpaxtkaging facilities) and human capital (hiring
personal). Accumulated physical and human capitaliin offered opportunity to increase the
financial capital. F.i., when Latgales Ekoproduldsrived in financial difficulties the
cooperative started to offer transport, agricult@ad accounting services to the farmers in
order to increase turnover. Deficiency in sociapitz leads to imperfection in business
performance: as members are not trustful and doeprovide supplies, it creates losses and
creates tensions and mistrust in the relations etitler market partners.
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3.6. Dynamics of COFAMI

Figure 8. General overview of Preili organic farmes network time-line

Relevant contextual events

Mid of 1990s

1996
farmers in Preili

1997

End of 1990s

2001

2003

2004 Introduction of the state s

held in Preili

Time line of the Produkts Vesel 1bai

Preparation period and the establishment of the cooperative

State subsidy 900 Ls (expected 3000 Ls)
The establishment of the marketing channels

(local marketplace in Preili, organic shops in
Riga

Change of salesperson at the local market
New marketing channels - local schools
PR activities: Slow food festival in Liepaya

Lack of production

Closing of the stand in Preili market

PR activities: Cheese days in Peili (festival
for organic producers from the whole country)

The future and the necessity of the cooperative

The first organic farms established in Preili

Danish organic agriculture specialists popularising organic agriculture and educating

Preili organic farmers NGO established

1997 - Introduction of the national organic trademark Latvijas Ekoprodukts”

Unsuccessful attempt to establish a joint organic shop
Introduction of the state support for the organic agriculture
Rapid increase of the number of organic farmers in Preili

National program for the organic agriculture launched; State support for organic
marketing initiatives (no projects proposed from the side of organic farmers)

upport to the agricultural cooperatives

ALOA conference ,Organic products towards the market”

Time line of the Latgales Ekoprodukts

2004
Preparation period and the establishment of the cooperative
State subsidy 1500 Ls (expected 3000)
Establishment of the marketing channels (local marketplace
in Preili and Daugavpils, organic shops in Riga)
Packaging and storage facilities

2005

Preili NGO is liquidated

Honey filling machine acquisition, however
cooperative never managed to use it)

2006

State subsidy 1000 Ls

2007 ‘Wait and see’ policy while hoping for changes in

is questioned

organic food production and market
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The description of the relevant stages of COFAMI

Both cooperatives Produkts Vel and Latgales Ekoprodukts were founded compaigti
recently and their history of marketing activitisonly three years long. The life-cycle of the
cooperatives can be characterized as a low dyn#lovic of activities that has led to the
gradual decline of collectivity and to the lossaspirations of the involved farmers. The
process of the collectivity’s decline can be rekly subdivided into three stages outlined
below.

The regulative framework and the establishment oftie cooperatives

In 2002 the amendments of Law on Cooperative desietet the legal base for the
agricultural service cooperative societies (AS@)defined the exemption of income tax, the
procedures of foundation, the entrance and expulsfomembers, and the use of surplus.
Since 2004 ASC have possibility to apply for nasibsubsidies “Repayment of credit

interest for approved ASC”, “Support to investmignagriculture” and there is also available
special support for the recently established capass. In addition to the national support,
ASCs can apply for the support from Single Programgmdocument: Investments in

agricultural enterprises and Transformation ancetigment of rural areas.

The build up of the regulative framework coincidedth the organic farming growth
processes in Pireidistrict. Since the former study in Pliedistrict in 1999-2000 (MAS
project) organic farming has experienced a considerablease in terms of the number of
farms, acreage and also production volumes. Stiengig and gradual growth of the
organic farms oriented towards commercial productims also taken place, and new
marketing channels have appeared (e.g. Organietoatl “The Green market” at Riga
Central Market, Regional food fairs and occasioseles, for example “potatoes fest” in
nearby town of Madona which is an organised salemtewith urban consumers visiting
nearby farms and buying certain kind of producealcschools and kindergartens). The
growth of the organic sector has two main drivigtérs behind it: national and EU
subsidies that stimulated conversion, availabibfybank loans and state guarantees for
modernising agricultural farms, especially for domstion works, machinery and land
purchases. Meantime PlieDrganic Farmers Association has dissolved agstered NGO
and its functions have been transferred to ALOA.

The establishment of the collective marketing atitie has always been among the central
issues in the farmers’ network and the state sugpothe cooperation facilitated the process
of establishment of COFAMIs in the district. Farsiaediscussions on organizational issues
took approximately half a year and as a resulteary2004 two COFAMIs were established
in Preii district. The members of the initiatives sharled goals and the vision about how to

2 Agricultural service cooperatives are equivalertraditional cooperatives known in Western Eurdiee term
was introduced to distinguish them from produciggaultural cooperatives established on the basxeof
collective farms.

® Tisenkopfs, T. and Siane (2000Making Agriculture Sustainable: the Role of Farméstworking and
Institutional Strategies. National RepoRiga, Baltic Studies Centre.
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meet the market pressures and how to enhance th&beng€ participation in the food
market.

Active phase

After the establishment of the co-operatives a remdd marketing activities followed, some
of them came as ad hoc events rather than a wssiitategic planning. The leaders, investing
a lot of their private resources (logistics, offatehome, transport etc.), established links to the
existing regional and national marketing channat$ succeeded to create some new ones. The
cooperative Produkts Vesiedi started to sell products at the local market hined a sales
person for this purpose. The farmers assessedppertonities to establish processing and
packaging facilities, however due to the inabitiyattract financial resources and low capacity
of the management the idea was not implemented afte The cooperative Latgales
Ekoprodukts managed to acquire a honey packingcdeand to create a storeroom at the
cooperative leader’s property. Notably that majart pf the activities was undertaken by the
leader and the level of the cooperatives’ membeoshmitment was variable. The useless
acquisition of the honey packing device servesrasas the indicators for the mismanagement
and miscommunication in the organization: the lead®s convinced that the members would
use the device for packaging their honey, but afedting up the devise and calculating the
prices the members refused to use the serviceegscthuld find cheaper solutions for filling
the honey. The leaders faced more and more diffsuand constraints to manage the
organization and to convince the members to maHeat produce within cooperative instead
of relying on their individual marketing channels.

Stagnation

After two years long period of the fragmented @fdo create stable marketing channels and
to obtain the recognition in the market, the coapee leaders had to acknowledge that due to
the number of foreseen and unforeseen factors;dtective initiatives fail to reach the goals
that were the driving forces of the COFAMIs. Theklaof economic capital, the lack of
adequate state support for small-scale cooperativesack of the commitment and trust of the
members and the lack of appropriate managementmmangst the most relevant limiting
factors that led to the failure of COFAMI. At theoment both cooperatives have slowed down
their activities to the level of ‘survival stratéggnd only limited number of the activities are
still carried out in order to keep the system aleesome longer time. Produkts Vabel is
leaning towards closing down and has not proce&dtétdthe process of approval for ASC at
the Ministry of Agriculture in year 2007. Latgalekoprodukts has started to offer agricultural
and accountancy services to local farmers in d@ensure some turnover.

3.7. Impact assessment
As both cooperatives are rather recent, there ayefew impacts observed. Moreover, most of

the impacts are not the outcomes of strategic retiout are indirect or side effects of
cooperatives’ performance. There are few quantdiabpacts.
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Market (+)*

Although both initiatives are small-scale and the@onomic performance is moderate (the
turnover didn’'t exceed 10 000 euros in 2006), tbegtribute to organic market and organic
food chain development. The cooperatives are antlb@dLO first collective organic market

initiatives, and collective action among farmersiecessary for the consolidation of organic
market: so far individual farmers had difficulties negotiate with other food chain agents,
neither separately they have enough capacity tabkst long term and stable market
initiatives.

Until the establishment of the cooperatives, IPrerganic farmers sold their products

individually mostly through conventional market ohals. Thanks to the cooperatives, part of
their products can be sold as organic and, aswsl|ldhey can receive price premium. There
are comparatively few farmers engaged in the catpes still, but they have served as a tool
to create a special market niche, which can beradgrhin future. Although farmers witness

that they have not gained financially a lot frorflisg products through the cooperatives, some
market costs have been reduced — transportatidticipy, supplies of organic fertilizers.

Social(-/0)

The cooperatives do not have an important sociglaoh After four years operation,
individualistic market approaches are still domimgtover collective ones. There is disloyalty
and mistrust among the members regarding the agaom of supplies that burdens the
economic performance. Thus, the cooperatives dosente as very successful examples of
cooperation that would encourage the formationraflar initiatives.

There is no considerable impact either on the im@ddgarmers. Although the cooperatives as
collective organisations include a representatirecfion of organic farmers’ community, this
potential is little used. There are few and notutag marketing activities. Some organic
farmers are engaged in other professional assoeg({culinary heritage, tourism association)
thus promoting positive image of organic farmindgmader networks and wider society.

Farm succession is a general problem in rural ammsnost of the younger generation is
moving to urban areas. Pligtooperatives have not contributed to farms’ gioamd image so
considerably that they would influence positivelgupger generation’ decision to overtake
them.

Educational0/+)

The educational impact of the cooperatives is mioded it does not exceed the boundary of
cooperatives’ members. The cooperatives do naaiaitearning activities, but at some extent
they are contributing to the exchange of profesdidmowledge among farmers — some
farmers mention them as important sources of rekevaformation and knowledge. In

* The impacts were assessed in the scale -- (vejative); - (negative); 0 (no impact); + (posiy++ (very
positive)
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particularly, the leading persons have learned ®aboaperation principles and management
and have improved their entrepreneurial skills. réhés no evidence though that the
cooperatives would have facilitated the dissemimabf organic production or cooperation.
Some members are actively engaged in outside teprand exchange of experience at
regional, national and international level. So, nlevewledge, contributing to cooperatives’
human capital, is attracted by individuals.

Cultural (0)

Also the cultural impact of the initiatives is inelct and modest. Some farms (mostly those
engaged in tourism) maintain and use in their ntadteategies local traditions (food,
celebrations, etc.), but they have not been stitadla particularly by the cooperatives.

Environmental+)

In general the initiatives have a positive impattenavironment. They support the development
of organic agriculture that in turn contributeshe maintenance of landscape and biodiversity.

Political (0/+)

The initiatives have some impact on policy formiaiat The cooperative’s leaders are active
members of LAOA, which is taking part in rural pgliformulation. As organic farmers are
active in Prdi district, organic agriculture has been set as ointhe priority sectors in the
district's development plan. Though, similarly tdueational and environmental impacts,
policy lobbying is not a strategic action and itogsed on individual cooperatives members’
initiative.

3.8. Conclusions

Preii cooperatives experience reveals several crucialtt®in the development of (innovative)
collective farmers marketing strategies:

Creation of a new market

The case characterises the difficulties to estaldisnew market sector. Organic market in
Latvia is underdeveloped — there are few organiocgssing companies and retailers,
consumers are not aware of organic products andresdy to pay more for them, and
producers are economically fragmented. The volumkesorganic production would be
sufficient to provide regular supplies and to elsthba separate food chain. However, the
underdeveloped organic processing and the lackotéative market projects that would
consolidate organic production are blocking thethiewr growth of organic market.
Conventional processing companies are not intefeisteopening organic processing lines,
whereas farmers do not posses means to developgsing themselves. There are no stable
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and reliable business partners. The case confinaisfor the creation of a new market niche
there is needed a solid collaboration not only agnttre producers, but among all the food
chain partners. (F.i., to access the main markga,Ra storehouse nearby the city would be
necessary. Separate small initiatives, like IPm@operatives, alone are not able to establish
them.)

Relation between individual and collective stragsgi

Economic pressures in the organic market sectares# the necessity to organise collective
market strategies, but farmers and organisationsar ready for that. As described, individual
strategies in Priicase are strongly dominating over collective ofid® collectivity in market
oriented initiatives is loose (in contrary to preg®nal organisations, oriented towards
technical questions which exhibit high loyalty frahe side of farmers). Farmers are reluctant
to collective economic action. They lack undersiagdf cooperation principles that creates
misunderstandings and distrust. Growing disappcantns leading to the decline in COFAMI
activity. There are not established common codesrattice as both farmers and the
cooperative leaders are afraid to take risk. Onother hand, as there are no defined mutual
responsibilities, it makes the relation betweenfthveners and the cooperative less secure. So,
farmers continue with individual market strategasd often are supplying to conventional
processors where certain regularity and stabififguschase and price are guaranteed.

Organisational shortcomings

The case provides a proof that small-scale COFAMésve a high risk to meet the
organisational shortcomings that partly are relatethe lack of sufficient financial resources
and partly to the low human capital. The first sboming that is relevant for the both
cooperatives is the lack of professional managenidm strategic and everyday management
of the cooperatives is completely delegated tol#aelers, who find themselves struggling
between two domains — the management of their cavmd and the management of the
cooperatives. It restricts their farms business dadble-domains do not allow allocating
enough time for the cooperatives. In a longer mchsmanagement system is not sustainable
and exposes the leaders to the risk of interedlichrio the mistrust from the members and
generally to the low level of organisational effiscy. Second, but not least important
shortcoming is the lack of the marketing stratdggth cooperatives have failed to create long
term collective vision, strategy, measurable datdor the achievements and tasks shared by
the involved members. They are aware of the fevstexy market channels and most of
collective supplies are organised through them vdreapportunity appears.

Restrictive requlative, support and controllingnfiework

The introduced state support for cooperatives agdmic production is not corresponding well
to the needs and the specificity of organic farminggeneral the state support is aimed at the
growth, production and expansion. State supporthé& cooperatives is not appropriate for
organic COFAMIs as they, operating in a non-inteasector, experience difficulties to reach
the minimum growth set in the regulative acts ideorto be eligible to receive the subsidies.
The support to the organic agriculture has beentlynosiented towards the stimulation of
production and not to the processing and marketwgvities. Controlling institutions
(Revenue Office, State Food and Veterinary Serviae recognised as too strict and
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burdening: they apply punishment instead of comsylstrategy and that is undermining in
particularly new initiatives, which are still leang also administrative and regulative
questions.

3.9. Suggestions

The questions interesting for the comparison inlPE®OFAMIs context would be:

1. the changing contexts under which farmers turndoperation instead of keeping their
individual marketing strategies; relation betweewlividual and collective marketing
strategies.

2. the successful practices of the aggregation of ssarg capitals in (small scale)
COFAMIs; in particular, the consolidation of soatalpital.

3. the role and the necessary changes in the regaiffiimmework and learning environment
for the enhancing of the performance of COFAMI.

4. the interplay and the impact of the same contextaelors in small and large size
COFAMIs, operating in different fields (comparistnLV case 2).

5. particularities of COFAMI development in a new metrkector.
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4. SATELLITE CASES

4.1 Satellite one: The ,Hessian collective farmenmnarketing initiative for
renewable primary products” (NAWARO) in Germany

Research questions to be compared

Latraps initiative has evoked two research questimrlevant for COFAMI development
which will be analyzed more in detail in the sateltase:

* How to secure collectivity in scaling-up of an iaitve?
In the result of successful economic performanak @operative’s organizational policy the
number of Latraps members has considerably incdedd®ee cooperative leaders anticipate
the difficulties to maintain the collectivity. Allugh altogether the farmers are loyal to the
cooperative, there are some cases of free-ridées,stze of the cooperative provokes
alienation in some farmers and creates manageméidulties. What are the possible
solutions?

* How to combine market success and sustainabilpg@s?
Latraps has conquered a stable and powerful situati the market: it has created its market
channels, is well integrated and is setting thegom the market and its turnover is increasing
yearly. However, other sustainability aspects —iremmental and social issues seems to be
less addressed in the initiative. If and how gassible to incorporate into the initiative other
sustainability elements? If and how public-privpsgtnership can contribute to solve this?

Why NAWARO?

For the comparative analysis of the two questibieset was chosen the NAWARO initiative
(,Hessische Erzeugergemeinschaft fur nachwachs&utestoffe w.V.*) in Germany. This
choice was based on several considerations. (1)ngntloe available cases the NAWARO
case report provided the most comprehensive andbdeiinformation regarding the defined
research questions; it is one of the cases stwditth COFAMI project. (2) Both COFAMIs
are operating in the same sector — bioenergy ptafue and therefore presumably they may
face similar challenges and problems rising in thgt growing new sector and as follows be
susceptible to similar solutions. (3) Like Latragiee NAWARO initiative has experienced a
considerable growth in terms of economic perforneaaed the number of members. So the
question if and how it faces and deals with thebjgnm of the maintenance of collectivity
during scaling-up is also referable.

General description of the NAWARO initiative

The NAWARO initiative was established in 1994 by)¥&rmers from the Hessian district of
Wetterau. Its initial aim was to produce and to kearcrops for industrial use in the “non-
food-sector” and for the production of energy. Adws its main activities are production
and marketing of rapeseed and biodiesel. In 20G%aited supporting biogas. Besides, the
NAWARO initiative offers also information and spalist advisory services and represents
the farmers’ interests at various professional poticy networks. Its particularity is the
successful marketing of a mass product withoutegigpquality.
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The initiative was established in response to #ipal decision to have an obligatory 15% of
set-aside areas in the region. In order to makeofishose areas, further members of the
initiative decided to cultivate there the allowetdhpary renewable products. Also during the
later years the development of the NAWARO initiatihas been explicitly shaped by
turnabouts in agricultural policy, and its economaitivities and operation have changed
accordingly to policy measures. Despite some plessiegative consequences (for instance,
the reduction of the percentage of set-aside ar&&a provoking decline in rape production),

it has been flexible and has successfully usedndve opportunities emerging from policy

shifts.

The NAWARO initiative represents a well integrateekwork; there is good integration of
both internal and external actors. It collaboraesvely with social and market partners in
order to reach its goals. Already the very startfifhe initiative gathered various local actors
— representatives from “Maschinenringen”, water aoill associations, and Hessian farmers’
union. Later it has established strategic allianesth other relevant actors, especially
regional farmers association.

The initiative has been economically successfuthatfirst year of its operating there were

150 members cultivating 500 ha of rape from sedeasreas, and a sales volume of biodiesel
reached 1.950.00 liters. In 2007 it has grown ufat®00 ha of rape fields, 1700 members
and 30.000.000 liters of sold biodiesel. The masketre of NAWARO composes about 20%

of Hessian rape cultivation.

Collectivity and Upscaling

In both cases the collectivity has been initiated igroup of like-minded people. Latraps was
established by a group of farmers. In NAWARO it veabroader group, representing more
diverse agents from the region, and thereforebatirig to the initiative broader social
legitimacy, access to various resources, etc.

The initiatives’ _market and organization consolidatstrategieshave been based on the
increase of the members. They are opened to newbsrenthere are no any restrictions for
new entrants in the both initiatives, except forthie NAWARO only farmers can become
members, no businesses are admitted. Moreover, uotiatives take active role in
encouraging farmers to take up the new businesbiaenergy production, and also in
promotion and lobbying the sector in general. These mass media and professional
networks to disseminate their ideas and engage ialgmlicy lobbying to receive public
support to their business. Latraps has contribatéat in the development of the respective
policies of cooperation and new bioenergy. NAWAR@bHies federal states and federal
politics and has collaborated in political netwodancerning biomass in Wetterau district,
biofuels and the centre of excellence for renewphbdelucts in Hessen.

Apparently, both initiatives’ public relation poles have been attractive and economic
performance successful, the new bioenergy seatppasted by policy measures, has been
promisingly growing, and in the result an incregsmumber of farmers, facing the difficulties

in traditional branches and/or looking for new Im@sis opportunities, has joined them. There
is no witness in the NAWARO case that scaling-upuMtohave created pressures on
collectivity. In contrary, “according to all actothere have been no internal crisis, within the
NAWARO initiative. .. It is entirely accepted anelcognized by the farmers.” Neither Latraps
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has experienced internal crisis; neverthelessfaasds managerial difficulties and alienation
from the side of some farmers appear. Several tspécollectivity and its management will
be further compared.

In both cases there is a great diversity of farnikes potentially might create conflicts of
interest or unequal power positions: the NAWARQiative unites 1700 farmers with farms
sizes from 10 to 1000 ha (rape acreage from 0ZD@ha); in Latraps — 400 farmers from 10
to 3000 ha. However, the diversity did not appeabe a reason to weaken collectivity. In
Latraps each farmer has one vote in the generahddyg that limits the domination of big

farmers. The latter ones have dominant situatiadgherboard though.

There are set internal formal rulesmd organizational structure, which serve not awoly
manage business relations between the cooperaiiveha farmers, but also to govern the
collectivity. In the NAWARO case they seem to berenaliverse. There are common
production and quality rules, and “members aregellito follow them and therefore admit
quality inspections by the NAWARO initiative. Fuettmore, they have to observe the
common marketing rules and make the agreed contiisi If the general meeting did not
decide on exemptions, farmers have to deliver ladlirt sales products covered by the
NAWARO initiative to the initiative.” In both iniaitives the cooperative is_contracting
farmers for supply of renewable primary productis NJAWARO case there is concluded a
contract between the initiative and a farmer thAtW\WARO will buy a certain amount of rape.
Farmers have to buy also the end-product — biodiése_atraps there are signed yearly
contracts between the cooperative and a farmertajpain and rape supply. There are very
few cases of non-performance of contracts. In Ipatrthere are no so strict controlling
measures. The cooperative competes for farmersmatte advantageous price, the provided
services to members and long-term stability.

Organizational structureis both initiatives are similar, composed of gaheneeting as the
principal decision making body, board/directorated a&xecutive directors. In NAWARO
there is also an advisory board which broadensr¢pbeesentation at management level. In
general NAWARO pays attention to a balanced inlerepresentation of interests. In the
directorate all the Hessian regions are assemtiledadvisory board includes representatives
of farmers union, federal states alliance of the MRI farmers from the regions not
represented in the directorate. “Farmers (potdptiaave a significant influence on decision-
making and strategy development (which in realtgginot play a big role because of a high
degree of consistency in goals among managemerfaanérs).”

There are also financial settlemetustween COFAMI and the farmers: in the NAWARO
“farmers pay a membership fee, the annual basitribation, a payment for contract, and a
quantitative payment. As a disbursement, farmest et an advance payment and then a
bonus depending on the way of marketing.” Many faisrare bounded to the initiative also
by the investments in the NAWAROQO'’s subcompany Heds Nawaro Kapital GmbH. In
Latraps farmers pay annual membership fee and Hreradvantageous credits available for
farmers from a collaborating bank.

Both COFAMIs apply various measures_to support @aweard farmers’ loyaltyThe major

benefits for the members in NAWARO are reductioradministration costs/overheads and
realization of their products for a better pricdheTCOFAMI provides also storage and
transport facilities, marketing and educational aridrmation support concerning renewable
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primary products, biomass cropping. Latraps is ajeg on similar base — as stated, farmers
benefit from reduced costs, better price, sure eguttransport and storage facilities,
information and knowledge and positive image. Thlatk the COFAMIs farmers gain a
stable and secure position in the market.

Clear and agreed rules, responsibilities, rights laenefits are the formal means that bound
and govern farmers in a collective initiative, atiey are important to consolidate the
collectivity. However, there are also more subtitoimal elementdike trust, shared values,
cooperation skills, etc. that inspire and drive tlbé#ectivity. Herein, the previous experience
of cooperation and farmers’ unions’ attitudes talgacollective marketing are relevant for the
collectivity formation. In the NAWARO case the faens have the experience of working
together: it is a region of sugar-beet cultivateomd in the past farmers have found a sugar
plant; after its closure they had to cooperaterolento organize logistics. In Latraps case
there are more negative connotations to cooperdtierto the soviet and after-soviet negative
experience of cooperatives that has created mistiusollective market projects. However,
this was more referable to the start-up phaseettwoperative; gradually these prejudices are
overcome by its successful performance.

How to combine market success and sustainability pects?

The development of the new bioenergy sector isrimuiing to the diversification and
competitiveness of rural economics. It providesaaebfor the development of new rural
businesses, provides jobs and increases incomen&igy production has some positive
environmental impacts, like the reduction of hamasiemissions in biodiesel and alternative
to the use of non-renewable resources. On the bidoed, rape is a culture that demands to
apply intensification strategy. As follows, by sopiing intensive and industrial farming, rape
cultivation is degrading rural landscape and endengoiodiversity, it might lead to
abandoning traditional cultures. If and how thesseiés are addressed in the cases, how their
market success is balanced with social and envieoahgoals?

Both initiatives have been primarily business iestrdriven. In Latraps big farmers intended
to increase their market power in squeezed anderetadominated market. In the NAWARO
initiative farmers were looking for how to make usfethe obligatory 15% set-aside areas.
Both initiatives demonstrate significant growth @onomic performance, and it is an
important precondition for their sustainability. WMever, environmental and social aspects
seem to be less incorporated in their strategies.

Both initiatives have few references to socio-aadtiontext and environmental concerns. In
general rape production sustains the tradition gyfcaltural production in the regions by

adapting it to contemporary society needs; on tiirerohand, as rape is a new imported
culture it is not advantageous for specific loogdi@ultural traditions or even is cutting them
back. There are expressed concerns in the sodmetyt dhe intensification of agriculture.

NAWARO members refuse it; as well as they disagiest there would be risks of

dissemination of maize monoculture and GMOs, bex#usmselves do not have intentions to
cultivate them. Members of Latraps relate the egmm of intensive growing of rape to

sustaining of rural landscape, as farmers haventalke abandoned or hardly cultivated
agricultural lands.
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Acknowledgment and support in broader communityiamgortant for social legitimacy and
durability of an initiative. NAWARO is involved imumerous networkdt has many social
and market partners (municipality, farmers uniastributors, agrarian service etc); it is well
socially embedded. It broadens the range of therasts represented in the initiative. The
initiative itself is looking for public responsediacknowledgment; for instance, its events are
always accompanied by intensive public relationsider to receive public backup. Also
NAWARO business is based on good cooperation wiitleroregional business actoihe
collaboration with the sugar beet transport atdfaet-up has been the road to success for the
initiative. Such strategic alliances strengthenrdgggonal business network that results in new
market initiatives. For instance, in cooperatiorthwilistributors and Maschinenringen the
initiative has set up the Hessian market for bisfu@ cooperation with Maschinenringen and
the Agrarian Service of Wetterau there is offeréodiesel, biodiesel service stations and
biodegradable lubricants.

In the NAWARO case there is also good cooperatietwben public and private sectors

NAWARO has taken part in several public authoritiesiated projects. Local government

has been very interested in building a network iemlass and working also with NAWARO

for that purpose. NAWARO has participated in a wbtable on biomass in Wetterau district,
which aims at raising the use of renewable energmgrove regional business cycles and
added value, sustain workplaces, diversify incomagriculture and forestry and implement
pilot projects. Thus the initiative is integrated broader rural development strategy which
attributes to it a broader socio-economic importari@traps in this respect is less socially
embedded. Although it has its strategic partnedsiars well integrated in professional and
policy networks, it is operating independently.

There are several social outcomes which contriltotethe sustainability of farmers’
communities and regional networks. As collectivegamizations, the COFAMIs have
increased _self-organizational capacity of rural ragethere has been increased trust,
cooperation skills among rural actors. They havetrdouted also to_knowledge increase
Besides the improvement of their member-farmersbwedge and skills, they have
educational and informational impacts on broadeiesp. In the NAWARO case county’s
vocational school has started formation concermargewable energies, and apparently also
the NAWARO initiative has contributed to it. Latsaps organizing public educational
seminars regarding bioenergy production.

Conclusions
The satellite case provides more comprehensivensgs to the defined research questions.

Firstly, it illustrates_the importance of participey approachand representation of various
groups in COFAMI management and collectivity forioat Even if the participatory
governance structures are not actively used byaimeers, it is important that they have this
possibility to take part and influence decision mgkThis ensures legitimacy to the initiative
from the side of members. Furthermore, differemidkof engagementsight strengthen the
link between the initiative and its members. Likehhe NAWARO case, farmers are engaged
not only as contractors of supplies, but also asuers of its informational and knowledge
network, they are investors in the COFAMI's compaaryd buyers of its end-product
biodiesel.
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The balance of various benefitssanother factor strengthening collectivity. Farsmcooperate
mostly for economic reasons. So, such benefits fisenengagement in the cooperative as
better price, reduced costs, guaranteed outlettetattract and keep members are very
important. However, for the collectivity and itsrdhility also social benefits like positive
image, public recognition, feeling of belonging ttee collectivity based on shared goals,
values and trust are crucial.

An important element for sustainability is broadwwrking with social, market and political
partners that facilitates the legitimacy of thdiative, integrates in it more interests, needs
and resources, and thus potentially reduces ctsflied negative externalities. Collaboration
between public and private actors lets concertirgginitiative’s goals with broader societal
goals.

4.2 Satellite two: Grain and rapeseed marketing cquerative ‘Dobele Agra’

Dobele Agra is an agricultural cooperative whicls Inatiated rape cultivation in Latvia. It
was established as a joint agricultural stock cawipa 1991 with the assistance of the
Ministry of Agriculture. Since then it has growndacurrently cultivates 4000 hectares of land
and produces 20 thousand tons of crop annuallyhetiw50% are wheat, 30% - rape, and
20% - barley.

Dobele Agra and Latraps demonstrate two slightifetent approaches to rape production
and marketing (See Table 9). In terms of markeboth organisations are bulk exporters,
most of the produce is being sold to few wholesatermediaries and their marketing
channels do not differ much; in terms of productidobele Agra is more oriented towards
applying innovative methods of rape growing ancknsively uses professional knowledge
and advice, whereas Latraps puts emphasis on gfamisation and management of collection
system. The ownership structure differs as wellrdyss is a farmers’ cooperative whereas
Dobele Agra is a foreign owned company joined ilarger consortium of six similar rape
producing enterprises in Latvia (the other twoBElako: 2000 ha and Zemgale Agra: 3000 ha,
) and in Lithuania (among them Pasvalis Agra). élterprises belong to the same British
investors. The consortium collectively organisegpdies, divides volumes of production and
sales, evaluates purchase offers, freights shiganeses common seminars and consultations.

Regarding knowledge and advice in the field of rapkivation, Dobele Agra is not quite
satisfied with advice provided by the Latvian Agiiaral Advisory Centre and Latvia
University of Agriculture, therefore the companwites for seminars foreign advisors and
uses also professional researches. Consultants ¢ame England, Germany and other
countries. Few years ago Dobele Agra had its owsifields where experiments with varieties
and fertilisers were carried out under the auspafef®reign advisors. The experimentation
centre though was closed down as it appeared tsitycd he company tries to improve the
quality of production, currently the opportunitiase being explored to grow a variety of rape
with high content of amino acids for production widtritionally rich oil, the one the
McDonalds company has shown interest in.

Table 9. Comparison between Latraps and Dobele Agra

Latraps Dobele Agra
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Type of organisation Cooperative Private enterprise

Membership Open Closed

Ownership Latvian Foreign

Emphasis on: « Commercial activity « Commercial activity
* Management * Learning

* Organisational dynamig ¢ Innovation
e Improving quality

Collection system Disperse Concentrated
Marketing Concentrated, exparConcentrated, export
market market

4.3. Satellite three: Speciality food marketing cqeerative in Ireland ‘Taste
of Wexcellence’

The central question for the satellite case analysi

Preili organic farmers’ network satellite case he tstudy of high quality food producers’
network ‘Taste of Wexcellence’ from Ireland, coumtfyWexford. The central question for
the satellite case study is related to the intgralad the conflict between individual and
collective marketing strategies applied by prodsiéarmers in order to sale their produce and
to increase their market power in the national retk

Herein, when analysing the collective versus irtiral marketing strategies it is important to
acknowledge that both the main case and the sateise represent the initiatives that have
been induced by the objective of the state agucalltpolicy to stimulate the cooperation of
the small-scale producers’ in order to increaser thbility to access the market that is
dominated by the large scale retailers and foodhash#dn both countries considered here, the
small-scale producers/farmers had to create andlaewniche market for their produce and
the expected outcome of the collective action weseiased sales, empowerment of local
producers and facilitation of rural developmenthia area. The collective marketing has been
considered as one of the possible tools for achgethe aims of the stakeholders and the
support provided by the state nourished the idezoléctive action. However, at the time of
carrying out the research, on-farm production @fhhguality ‘value added’ food played a
relatively minor role in Irish rural developments kelevance was more in its potential role
and in the vital linkage between the agriculturd &vod sectors. Also, the organic products
market is still underdeveloped in Latvia and orgafiarmers are looking for possibilities to
raise the sells of organic products and to increélasgpopularity of organic products among
consumers in Latvia.

Both cases - Preili and Wexford provide rich matefior number of research questions for
further exploration, however the study of the iptay between collective and individual
marketing strategies is chosen as main researglcsuiere as in both cases collectivity was
perceived as a tool for the reaching the aims efitolved parties (e.g. producers, farmers,
local community, policy-makers etc.), however tbke rof individual marketing strategies and
channels remained strong during the time of thddlmg of network and the collective
marketing strategies development. The producers fanders prioritized their individual
marketing strategies to collective action, althodghvarious reasons in Latvia and Ireland
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that will be studied further on. Nevertheless batdtworks have potential to grow into
sustainable initiatives if proper decisions andvéiéts are undertaken by the involved parties.

The material used

The study of the high quality food producers froraldnd the ‘Taste of Wexcellence’ is
chosen as the satellite case for ‘Preili Organiorfeas’ Network’ case study for the number
of reasons: (1) ‘Taste of Wexcellence’ represémtsdevelopment of marketing channels for
niche products; (2) ‘Taste of Wexcellence’ involike study of the empowerment of small-
size producers/farmers that aim to increase theirket power; (3) Both initiatives were
minor at the time when the research was carriedbutthey demonstrated a potential for the
growth if proper activities were undertaken; (4) Xed and Preili districts have high
dependence on farming; (5) Both initiatives involiree tension between collective and
individual marketing strategies applied by prodscer gain access to the market and the
interviewed producers/farmers tended to describem#ielves as primarily operating
individually not collectively.

However the approaches to the cases are sligtthrett: during the fieldwork in Preili, the
researchers among other relevant issues focuseitheomterplay between individual and
collective marketing strategies employed by theanrgfarmers, whereas in the case of ‘Taste
of Wexcellence’ the main objective of the investoga was to obtain information about the
experience of the producers with on-farm food pobidun and processing in County Wexford.
The marketing strategies were not studied as muatetfail as in the case of Preili organic
farmers’ network. Certainly, this aspect limite@ timformation available to compare and to
elaborate on individual and collective marketingatgtgies in Wexford and Preili cases;
however the information available allows to suppetthe data of Preili case and to enrich
the material for the drawing out final conclusiof national report. The ‘Taste of
Wexcellence’ satellite enriches the context forekploring interplay between individual and
collective marketing strategies, namely, the fectibiat contribute towards and factors that
limit the collective action.

General description of the satellite case

The ‘Taste of Wexcellence’ case is devoted to thdysof high quality food producers from
the county of Wexford in Ireland. The ‘Taste of Weklence’ initiative was started in 1993
under LEADER | programme by the local action graW@RD that was responsible for the
implementation of LEADER | and LEADER Il in counWexford. The aims of the ‘Taste of
Wexcellence’ were to promote tourism and to credtégh profile quality image of food from
the area in association with local producers, psaes and members of the catering trade in
order to improve supermarket listings, and attthetattention of higher spending tourists so
that smaller food companies in the county could pet@ and grow. The initiative has been
moderately successful in accessing new markets perdlicers faced difficulties to stay in
those markets due the problems related to disadgttinf the supply and the quality of the
produce.

In the ‘Taste of Wexcellence’ the products, the ants, the marketing channels and the scale
of individual and collective operations vary. Mosften producers use one or several
marketing channels listed below as is common fodpcers to be involved in more than one
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chain at a time: (1) direct sales to the local comers or local retail outlets; (2) consumers are
targeted through links with distributors, speciabtores or the larger chains in the Dublin
area; (3) sales to the local or regional cateriagld; (4) few producers develop export
markets.

Individualism and personalism is an important pdrthe marketing in the case of ‘Taste of
Wexcellence” — such activities as organising owlessamaking direct contact or bringing
samples to potential buyers within their local/cegil area contribute towards building up
personal networks of buyers. It is important toentitat in some cases when farmers have
developed long lasting relationships with consuntieey tend to perceive collective activity
with scepticism or even as a threat to their irdiral reputation (McDonagh and Commins
1999, cited from “High quality food production iroGnty Wexford”, 2001).

Analysis of the specific results and application tthe main case

Both case studies provide evidence that networklimgi has resulted in gaining access to the
markets that might not previously have been adokessHowever, in both countries the
producers have had problems with maintaining tlaeein the newly established markets due
to inconsistency of supply and quality. Partly thekortcomings arose from predominance of
individual marketing strategies over collective enia the case of ‘Taste of Wexcellence’ the
food producers interviewed saw them to a largergxdperating on their own, similarly, like
in Latvian case study ‘Preili Organic Farmers’ Netk. Collective marketing is perceived as
a secondary option and the marketing channels deeélby the producer on his/her own are
perceived to be more reliable, stable and more ®asyanage than collective ones.

The producers’ scepticism towards collective maniets maintained by assumption that it
might threaten one’s reputation if other networknmbers fail to keep up to the high quality
standards of produce that were set at the beginingther important aspect is that the
collective activities were not supported by legahttacts that clearly outline the role and
duties of the network members. The lack of cleddjined and agreed roles in the network
poses the concept of trust as a crucial notiorsfistaining collectivity. If the level of trust is
insufficient then also collectivity will be weak émemain underdeveloped during the course
of the networking process. The collectivity, if ratpported by legal documents, is dependent
on trust and commitment, however in small scalgatives individuals experience the need to
delegate responsibility to the other people or gsomore seldom as in the large-scale
initiatives and as a consequence they prefer tp emresponsibility in own hands during the
whole process of the product life cycle.

There are also some other factors outlined in #ee study of ‘Taste of Wexcellence’ that
should be considered when discussing individuasugrcollective marketing. Authors of the

report “High quality food production in County Wexé” refer to McDonagh and Commins

(1999) who indicate to the trend towards centrdlidestribution in the retail trade and as a
consequence the logistics inherent in these tremdsdisadvantageous for artisan, craft,
speciality or niche food producers for the numbgreasons, relevant also for the Preili
organaic farmers’ network moderate performance:

1) the niche food producers marketing strength lieparsonal contact with customers — a
holistic approach to production and marketing whanadit margins come from consumer
satisfaction. Their markets develop around thein @ersonal reputation and reliability so
they are apprehensive about relinquishing persacass to their buyers;
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2) volume is low for most of producers and technolatijcunsophisticated — their ability to
fill orders on demand at short notice is limited;

3) centralised billing can lead to delays in gettirmjdpwhile many small scale producers
operate on a cash on delivery basis. Delays wigmpat may threaten their viability;

4) central distribution centres cut off the communmatflow between the producer and
his/her market intelligence.

These points made in ‘Taste of Wexcellence’ inwtteconsider different collective activity
limiting factors than in Preili case. In Preili mesi cooperation of the cooperative related to
low financial capital, to the lack of cooperatidalls and knowledge and the lack of trust and
loyalty to collective organisation. The case ofdrel more highlights the perspective of the
product specificity which in a way limits the opparities for collective activity and calls for
different approach in terms of political support femall-scale producers and awareness
building of the society on speciality foods.

In Ireland the small scale food sector has develauemparatively recently and its has been
under the same legislation as large scale foodugtamh, however these two sectors have
different production, marketing and distributioryles, also, food safety regulations do not
work as the needs/requirement are different fromallsto large scale producers. Moreover,
according to the study of McDonagh and Comminsipdbnded support has mostly been
used for expansion rather than set-up of specitditg businesses as the innovative business
ideas often are perceived with caution on the pappersonnel in the support services. In
some cases the individualism has kept producery dwan what they perceive as slow-
moving bureaucratic processes. The authors ofdpert ‘Taste of Wexcellence’ point out
that this case study outlines the constraints tatie development of a vibrant farmhouse
speciality food sector in Ireland and that whatenfids these constraints is the lack of policy
level recognition that speciality foods are a distiproduct requiring different support to
industrial food production.

The collective action can be strengthened throwghnson efforts to develop food culture and
to raise the awareness of society on food issubs. ‘Taste of Wexcellence’ shows that
building collectivity and trust is a long term peof that cannot be implemented in a day.
Also, such resources as information available addsary services play major role to

develop successful networks and collective acésiti
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5. CONCLUSIONS AND RECOMMENDATIONS

Situation overview and case study analysis of ctite farmers marketing initiatives in
Latvia show that they are becoming increasingly utep forms of organisation among
producers and their partners in order to deal Withexisting market and social problems, as
well as to make use of the new appearing opporésnitelated to broadening of rural
functions and forming new markets. On the baseoth lzase studies there can be outlined

major external (contextual) factors that appedra@f particular importance for COFAMIs in
Latvian situation.

Territory related factors

—Proximity to urban centres is important as they thee major market for farmers’
products and at big extent influencing the costtafed to the transportation). Another
advantage of the urban centres is that they areatipg as the centres of knowledge and
information relevant for farmers and COFAMIs.

—Production conditions for agricultural land usduehces the type of innovation that
would develop in the region. As case studies shemgale with the favourable agro-
climate conditions stimulate innovations in majaladitional and conventional
agricultural production sectors, whereas farmassfPreli region with less fertile soil

and hilly relief are looking for raising their coefgtiveness in niche, less traditional
sectors.

Socio-political factors

—Urban-rural interrelations: because of the unfaable living and working conditions
rural areas are experiencing outward migration ihatrn leads to the difficulties to
attract qualified (and even not qualified) workbagh at farms and COFAMIS.

Institutional support

—Existence of formal regulatory framework for cotige action / marketing and its
adequacy to farmers’ needs: the introduction ofslagon and supportive measures
have stimulated considerably the formation of coafpee initiatives among producers.
It provides both legal base and financial suppouch initiatives. However, available
political support is acknowledged among stakehasl@er not sufficient and would need
improving in terms of developing more advantagesGOFAMIs and the members of
COFAMIs, including improved cooperation among Minys of Agriculture and
farmers’ NGOs. Also, the fostering of the coopematshould be set as one of the
priorities in the policy planning documents.

Socio-cultural

—Culture and experience of cooperation: due to ggative experience of cooperation
during soviet period and muddy cooperatives dufifig0s, the farmers and society in
general has perceived cooperation as something oegoally ineffective and

individuals restricting. In the result, individuadoduction and marketing strategies for a
long time period have been dominating. Howeverjnduthe last years gradually there
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is forming the understanding among producers atheuadvantages of collective action.
The positive experience of newly established caoatpeys are supporting and

convincing farmers to engage in collective action.

—Presence of agriculture in local identity : as agjtural has always been an important
element in Latvian identity it is an encouragingttfarmers are insisting to find new

ways to maintain their traditional occupation aachain competitive.

Economic and market

— Competition on relevant markets: growing compatitiooth in the national and
international market press farmers to look for reampetitiveness measures, either in
new product development, increasing effectiveness social organisation.

—Type of marketing strategies: the accumulated espee of marketing strategies,
constraints and opportunities in exisiting markgtomannels impacts how adequate and
what the marketing of COFAMIs would be. It is chaaaisitic that newly forming/
niche markets are characterised by more diversketiag strategies.

Learning

—Existence / absence of training to facilitate famngarticipation in COFAMIs
management : the farmers training in Latvia is &azlistill mainly on the acquisition of
technical skills. There are few management and etiauds knowledge and skills offered,
neither there are specific courses on cooperatidncaoperatives available. As follows,
farmers often lack knowledge and the informationwthow to start a COFAMI, about
cooperation in general and the benefits from caatpar; it has supported the prejudices
among farmers regarding collective action and heduced their involvement in
COFAMIs management and might prevent from reacthiegaims of cooperative.

Those external factors form the context for COFAMperation; they are governed, used or
overcome, by the means of the resources at COFANIsosal. Among the distinguished

resources in the project (social, human, finanghysical and natural) the following aspects
appeared to be of particular importance in Lat@démation:

Social capitaimplying trust, common values and communicatiotigwas is decisive for the
establishment of collective initiative. Motivatesch dedicated members are integral part
when starting and developing a COFAMI. If membeos bt share common vision and
collective aims, then favorable contextual settiags not sufficient for COFAMI to succeed.
It was characteristic that the studied COFAMIs weridated by a group of persons with
shared social background and they belong to the sammunity. After the establishment of
collective project social capital continues to Ipeimportant cementing factor of a collective
initiative, it has to be maintained. It can be sgthened both by formal rules as well as
informal activities, like daily communication, infomal gatherings, exchange of information,
common events, etc.

Human capitaincluding knowledge and skills is among major ohg/forces in COFAMIs.
Technical knowledge is crucial for the productionarketing and management; however,
social skills (cooperation skills, openness to mend, compromise etc) are important in
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collective projects as well as they facilitate exapes, networking, strengthen the social
fabric of COFAMIs. Leaders play crucial mobilisingyotivating and management roles.
(Although the cases studied are driven by stroragldes, the increase of the number of
COFAMIs in Latvia is prevented by the lack of ‘stg, ‘motivated’, ‘well-informed’ leaders
within farmers’ community who would have a degree s&ills in entrepreneurship or
management.). In the meantime the participationlayf members in the COFAMIs
management has to be facilitated.

Financial capitalis of particular importance at the start-up of thiiative as well as at
turning points, like starting up new business lorebroadening marketing channels. Both
availability of sufficient own investments and assibility to external investments are
supporting.

Physical capitalboth individual members and COFAMIs need minimphysical capital in
order to ensure successful operation of business.

Summarizing contextual factors and COFAMIs resasirtteere can be drawn conclusions
about the success factors of COFAMIs:

1) Well grounded commercial and organisationaltstias reduce the possibility of internal
conflicts and market failures;

2) Transparency in decision making, clearly seésuiduties and rights in the organisation
facilitates trust in collective projects;

3) Professional manager that holds leadership aacketing skills implies integration of
professional knowledge and let to avoid possibterast conflicts within organization and
time management problem, which could happen inci®e when manager was a farmer
(which is a rather common practice in Latvian caapees);

4) Involvement in policy and professional netwokégitimise the initiative and its aims in a
broader society, and is a source of new resources;

5) Supporting and stimulating legislative and coltitig framework sets the legal basis and
encourages formation and development of COFAMIsseksal factor in start-up and
development phases for COFAMIs is the support pleiby public institutions. Meantime, it
should encourage COFAMI to up-scale and to becomarket player that is able to sustain
oneself without relying on financial support prosblby the state.

Several policy and practical recommendations cadraen:

Types of cooperationin Latvia the dominant type of agricultural coogtéon initiatives is
agricultural service cooperatives (marketing coapees) - their total number is 107, among
them 64 cooperatives are recognised by the Minstrgriculture, which means that these
cooperatives are entitled for the state supporairGand milk sectors are among leaders in
number of cooperatives. There are very few maciti(reachinery ring type) cooperatives in
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Latvia. However, there are collective initiativelsat do not fit in the existing policy
framework for agricultural cooperation. Policy remmendation: develop support measures
for other types of cooperative initiatives.

State and EU supporThere are many cooperatives which operate onlytdwstate and EU
support. There have been discussions about ussfulsfesuch support which is decoupled
from economic performance indicators of cooperativiehe standpoint of Latvia Association
of Agricultural Cooperatives and Ministry of Agriture is that support to cooperatives
should be connected to their economic indicatorg. (®rnover). To distribute cooperative
support as a kind of grant is undemanding and ngdad policy practice. Special support
should be given at starting phase of cooperatiaiicy’ recommendation: State and EU
support to cooperatives should be connected ta thednomic performance indicators.
Special support should be given to cooperativélseastarting phase of their activity.

Policies From LAAC pint of view cooperatives are the ombgy for farmers to survive. This
standpoint was shared also by the representatiiramfers Saiema (Farmers Parliament) and
other participants. However practitioners admitteat at high political and government level
(reference was made to civil servants from the Migiof Finance) there are wide spread
stereotypes about cooperation and cooperatives casdwe die-outs. This might be the
attitude and side effect of extreme liberal pobcieat dominated recent decade the political
scene. _Policy recommendation: There is a need tngsh political attitude towards
cooperation and to see it as component of econaomnepetitiveness and sustainability of
agriculture/rural development.

Relations with local government&stablishment of cooperatives very much depentds o
positive attitude and support of local governmeptsticipants reported different experiences
in Latvia in this regard. Practical recommendatitm:educate the representatives of local
governments on benefits of cooperation both fan&as and local community.

Information and public relationgviuch more attention should be paid to dissemimatf
information about cooperatives, PR and positivarglas which is yet unopened albeit very
important field. LAAC should work in this directiomn partnership with the Latvia
Association of Local Municipalities. Popularising best experiences is primary task.
Currently information in public sphere and mediawathcooperatives is almost absent. Policy
and practical recommendation: Cofamis need betirtiat should be implemented by
Ministry of Agriculture and Latvia Association of ghicultural Cooperatives in _order to
popularize the idea of cooperation and to demotestgaod practice’ examples.

Policy and new institutional arrangement for rudalelopment: State Rural Netwof¥alsts
Lauku fkls): As a part of implementation of Latvia Ruraélopment Plan 2007-2013, a
new national level structure/organisation — TheadRietwork is being designed and formed.
The Rural Network will embrace several existingitngons and their regional branches that
currently operate under the auspices of differemistries, for example Latvia Agricultural
Advisory Service and their regional divisions, lbagricultural advisors, the regional
development agencies, and perhaps other instigitibhe idea is to combine resources of
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several Ministries and to better govern rural depelent process. The working group is
established which until the end of 2008 has to psepthe structure and legal basis for new
State Rural Network (obviously it will have the Quil, the Board, the Administration, the
regional structure, etc). Also the functions of 8tate Rural Network have to be determined.
The idea is that these functions would be broadan the functions of the existing advisory
service which operates according to the sectorasli If properly designed the new
institutional arrangement could include advisorsl ameasures to support also agricultural
cooperation, innovation, marketing, collaboratiwaiaties for rural development, mobilise
cooperation with civil society and other innovatemd knowledge support institutions. Policy
recommendation: The new State Rural Network whghumder formation as a part of
implementation of Latvia Rural Development Planwgtianclude in its institutional structure,
forms of advice and governance specific supportswmes to farmers cooperation and
COFAMIs.

Internal management of COFAMIs during scaling-tipe main thing to keep cooperative
running and members motivated to continue cooperasi to provide them tangible benefits
in terms of higher price, better contracts, offeadvice etc. The best cooperatives in Latvia
are well aware of this fact, therefore they put maffort to keep farmers informed, organise
seminars, offer competitive price and price advgesaand negotiate hard with processors and
wholesalers. If cooperatives do not work efficigntb comply with the need of their
members, they risk loosing them fast and farmers toan to the other market channels.
Practical recommendation: The cooperative manageimes to make continuous effort to
maintain members motivation and commitment to pigdite through achieving higher outlet
price, negotiating better contracts with wholesaberd processors, organising for cooperative
members training and advice, caring of social #cts.

Cooperation as survival for majority of small anddium-size farmerdhere is a widespread

opinion among agricultural stakeholders that coafpem is survival strategy for small and
medium farms (not so much for big farms), therefonech greater political attention and
appreciation should be given to the ideas, orgtiorsa forms and support of cooperation;
recognition of agricultural cooperation should beci more stated and acknowledged in
policy documents. Policy recommendation: COFAMIs éarmers cooperatives need higher
profile political appreciation and acknowledgemeas® an organisational form towards
competitive agriculture, successful marketing amgtanable rural development.

Leadership If to compare grain and meat sectors in Latviamirthe point of view of
economic performance and farmers cooperation thiedan be evaluated as success while the
latter - failure. The explanation lies also in fhet that in grain sector cooperatives leaders
and managers are much more professional. In mdtos¢éhere are three that although do not
possess processing capacities yet, but due tcedetdership dairy farmers cooperatives are
expanding and improving. Practical recommendatiBast practice’ examples of successful
cooperatives should be circulated among stakehold&rmers’ NGOs) and farmers.
Management training courses, training for leaded ‘Bnow-how’ management manual for
farmers are necessary to develop and/or improvertrepreneurial and cooperation skills of
farmers.
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Niches Cooperatives can form niches themselves andrdiff@ate quality products. The
initiative should come from farmers themselves, thg problem is that farmers’ lack
knowledge about market differentiation, procedunes to set rules collectively, organise
niche production and marketing. Practical recomméod: Training programme for the
cooperative leaders and potential managers on nigoality and speciality product
development and marketing should be created prayidkamples from other countries along
the process of training.

Agricultural/rural educationStudents of agricultural colleges, vocational stfioand Latvia
University of Agriculture should receive more edima and training in agricultural
cooperation and marketing. Policy and practicabmemendation: educational and training
programmes and courses in the field of agricultw@bperation and marketing should be
introduced in agricultural colleges, vocational@als, and Latvia University of Agriculture.
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