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The article analyses the obstacles of the cooperative movement in Lithuania and proposes new insights for the
development of their activities. Analysis was based on and carried out using the Delphi survey methodologi-
cal approach. The experience of a transnational Association of Producers Organisation “First International
Association Fruit” was investigated as a relevant example. Suggestions for the development of Lithuanian
cooperatives were worked out.
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Straipsnyje analizuojamos pagrindinés Lietuvos kooperatyvy vystymosi klittys, sitilomos naujos jy veiklos

plétros perspektyvos. Analizé buvo atliekama taikant Delfi tyrimo metodologinj pozZitrj. Tyrinéjama tarptau-
tinés gamintojy organizacijy asociacijos First International Association Fruit veiklos patirtis. Parengti Lietuvos

kooperatyvy plétros pasitlymai.
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Introduction

Cooperatives are organizational forms
where: (a) the beneficiaries of the goods
or services produced by the organization
also have ultimate decision-making pow-
er; (b) not only the owners but also em-
ployees, suppliers and/or customers could
be the inestors; and (c) organizational gov-
ernance typically does not discriminate
among members in terms of rights having
typically a one person/one vote rule (Di-
az-Foncea, Marcuello, 2013). The coop-
erative movement in all post-communist
countries has so far been slow (see among
others Gubeni, 2000; Zinovchuk, 2001;
Kozuch and Koloszko-Chomentowska,
2006; Melnikiene, Vidickiene, 2006). After

the restoration of independence on March
11% 1990, no cooperatives had been estab-
lished for a long time due to the absence
of legislation. The number of cooperatives
grew after the promulgation of the Co-
operative Law of the Republic of Lithu-
ania in 1993 (LR Kooperatiniy bendroviy
(kooperatyvy) jstatymas, 1993 (The Law of
the Cooperatives of the Republic of Lithu-
ania)). Since 1993, the total number of
agricultural cooperatives in Lithuania ac-
tually has not been changing from year to
year, therefore, at the end of 2012, there
were merely about 200 cooperatives. The
share of cooperatives in the agricultural
market has been small and only dairy
producers have been selling about 30% of
their production through cooperatives.
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In 2007, 44% of the farmer coopera-
tives consisted of only five members while
only seven cooperatives had more than
500 members. About three quarters of
the cooperatives had open membership
policy, some applied entry criteria, and
8% were closed to new applicants. In one
out of twelve cooperatives the Board of
Directors (consisting on average of five
members) included non-member pro-
fessionals. In accordance with the law of
Lithuania, cooperatives had a one-tier
board structure (Bijman et al., 2012).

Despite the substantial national and
European support, a large number of
registered organisations did not really
function for the reasons such as: farmers
were not well informed about the ben-
efits of cooperatives; there was a lack of
cooperative management knowledge, a
lack of skillful and educated cooperative
managers, and a number of phycological
barriers, i.e., farmers had no trust in man-
agement, had deeply rooted individualis-
tic thinking and unwillingness to change
business habits (Caplikas, Ramanauskas,
2001; Pareigiené, Ribasauskiené, 2008).
Therefore, it is important to identify and
eliminate these causes and contributing
factors in order to solve economical and
social probelms in the rural areas associat-
ed with the development of cooperatives.
Undoubtedly, the traditional theory of co-
operatives (Baltramijtinas, 1938; Fauquet,
1938; Salcius, 1989; Tugan-Baranovskij,
1989; Chajanov, 1919) should be revised
as it does not comply with the changes
taking place in economic globalisation.
Economic globalisation and its develop-
ment resulted in the growing competition,
expansion of the former internal national
markets (products were crossing the bor-
ders of both the EU and other countries),
appearance of large production and trade
corporations in the market, and the threat

of cheaper products entering from the
Eastern countries.

Thebasic principles of cooperatives dif-
fer from the philosophy of other collective
enterprises. Such principles as the neces-
sity for cooperative members to partici-
pate in the activity of the enterprise (to
have a turnover), independence, election
to and removal from the positions or bod-
ies of management, democratic control
(one member - one vote), non-commer-
cial character of activity, and limited in-
vestment income are typical exclusively
only to cooperatives. However, it is not
always necessary and good to observe the
old cooperative principles, as their un-
conditional observance may prevent (and
does prevent) from establishment of new
organisation forms and entrepreneurship
development. Therefore, a case study of
Lithuania is considered to be a good ex-
ample. Economic changes have been tak-
ing place in Lithuania like in the rest post-
communist countries, therefore, there
is an obvious need for a new scientific
approach to the traditional principles of
agricultural cooperatives (Ramanauskas,
Stasys, 2011).

The present paper aimes to analyse the
current activity of contemporary Lithua-
nian cooperatives giving insights and sug-
gestions for their development in order to
underline future challenges. The article is
organised as follows: the next section
aims to describe the role of cooperatives
in the agricultural sector and the situation
of cooperativism in all post-communist
countries, especially in Lithuania; sec-
tion 2 is dedicated to the methodologi-
cal approach; section 3 describes results
highlighting the obstacles of the coop-
erative movement in Lithuania; section
4 provides an example based on the trans-
national Association of Producer Organi-
sations. Finally, the authors present policy
suggestions and conclusive remarks.
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1. Literature review

The European Commission notices coo-
peratives as a means to raise the economic
rule of SMEs, as a mechanism to provide
high quality services to groups that ot-
herwise would not have access to them;
in addition, cooperative models can be

a source of entrepreneurial and manage-

ment opportunity (European Commis-

sion COM, 2004). In other words, how

a cooperative assumes a user-benefit, user-

owned, and user-controlled economic

organizational structure (Barton, 1989),

even if cooperatives seem to function like

ordinary enterprises (Hendrikse, 2007).

In summary, the term coopemtive, as a

rule, is followed by two characteristics lis-

ted below:

o a cooperative is a social movement of
farmers that seeks to reduce unem-
ployment, to improve the education
of farmers and their professional trai-
ning, to improve their living and cultu-
ral level, to create conditions for farm-
ers to have more free time, vacations,
etc.;

o a cooperative is an organisational-le-
gal form of an enterprise that has eco-
nomic goals and does not actually deal
with social problems (Ramanauskas,
2007).

Some authors argue that a coopera-
tive can be categorized by how ownership
rights are defined and assigned to eco-
nomic agents tied contractually to the firm
(Cook, Chaddad, 2004); others highlight
the hybrid form of a cooperative thanks
to a market-like attributes with hierarchy-
like mechanisms by using a comparative
economic perspective (Chaddad, 2012).

Besides the form and category, it is to
be noted that agricultural cooperatives as-
sume a relevant economic role in agri-food

chains and have strong market positions,
for example, in US, being increasingly
involved in upstream and downstream
stages (Chaddad, 2010; Chaddad, Cook,
2012; Karantininis, Nilsson, 2007). Coop-
eratives are forming more and more alli-
ances and joint ventures with other coop-
eratives in order to improve rural network
and to face the international competitive-
ness (Chaddad, 2010).

In fact, agricultural cooperatives have
been changing considerably in the last
years assuming unusual ownership-cont-
rol models that influence the organisa-
tional efficiency of cooperatives (Chad-
dad, Iliopoulos, 2013) and they have fa-
ced crucial changes in competition and
distribution of the market power of agri-
food chains; so cooperatives have been
continuously adjusting in their strive for
competitiveness, innovation, and survival
(Karantininis, Nilsson, 2007).

In the light of the global market liber-
alization that is creating innovative paths
to produce, distribute and consume food,
cooperativism and its several possible
models can assume a crucial and strate-
gic role in enhancing local resources by
creating a network between their mem-
bers to reinforce member loyalty (Filippi,
2014). In this context, it becomes neces-
sary to develop relationships and trust
within value chains (Fischer, Hartmann,
2010). Social embeddedness of interrela-
tions allows transactions to take place: so-
cial connections between firms based on
trust, reliability and reciprocity can create
intangible and unique resources which
enhance firms competitiveness (Hart-
mann et al., 2010).

In the next section, we present an over-
view of cooperativism in Lithuania. As the
literature shows there have been several
studies carried out related to cooperative
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forms but we can notice some scien-
tific gaps related to the actual situation of
cooperativism form in Lithuania. Indeed,
so far no theory has been substantiated
that could offer prerequisites for the de-
velopment of agricultural cooperatives
under the new circumstances.

Cooperatives in Lithuania

In the course of time and in different his-
torical periods, changes took place in the
development of cooperatives in Lithuania.
The social (democratic) and economic go-
als of the first cooperatives were concur-
rent (and in some cases, social goals even
predominated). For a long time, econo-
mic goals served as means for the solution
of social problems and only afterwards,
in the fight against the capitalist enterpri-
ses they acquired increasing importance.
Incidentally there are quite a few people
who have memories of cooperatives as
small, local enterprises that would unite
rural farmers with the aim of addressing
social issues.

Globalisation as any other phenom-
enon has both positive and negative
impacts. The positive impacts include:
icreased trade, income, spread of democ-
racy and knowledge, but on the other
hand, globalisation spurs braindrain, cor-
porate influence on governments, pollu-
tion. Globalisation has influence on the
Baltic States’ exports competitiveness: in
order to be competitive in a global mar-
ket, producers in the Baltic States have to
take into consideration a lot of aspects,
such as production costs, product differ-
entiation, level of quality, currency rates
(Masteikiené, Sliburyté, 2010). Under
such circumstances, cooperatives had to
be economically strong and competitive,

therefore, economic motives started pre-
vailing over the social ones. Currently,
cooperatives in Lithuania are founded
based on one of the key economic prin-
ciples, such as the economies of scale;
indeed the economies of scale and scope
as well as in transaction costs can be cap-
tured by the cooperatives (Altman, 2015).
Mergers of farmers and cooperatives, pos-
sessing a large quantity of products, have
a better chance to sustain a more distin-
guished part of the market and become
more competitive.

The increase in the world population
and the global economy require large con-
sumption of natural resources and this
creates too much waste at the end of the
production cycle; therefore, environmen-
tal issues are becoming more important
and that is why the activities of coopera-
tives are to be evaluated not only in ac-
cordance with the economic and social
but also with the environmental criteria.

Although in Lithuania, like in some
other EU member countries, dairy (in
Lithuania 25% of the cooperative market
share), fruit and vegetable chains are the
predominant sectors together account-
ing for 60% of all the agricultural product
market produced by the cooperatives (Bij-
man et al., 2012); yet credit unions take a
significant place in the development of co-
operatives in Lithuania too. A reliable fi-
nancial system is necessary to successfully
develop agriculture. It is not accidental
that cooperation in Germany and many
other countries, including Lithuania,
started with the establishment of the Co-
operative Credit Unions. All the other co-
operatives emerged later. It is known that
the income in agriculture, differently from
other manufacturing enterprises, is recei-
ved very inconsistently due to the long pro-
duction period needed for agricultural
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products. The funds are not used during
certain periods, however, for the most
part, there is a shortage of funds. Due to
numerous reasons, commercial banks do
not fully satisfy needs of farmers, therefore
a more reliable and flexible financial sys-
tem is needed. Moreover, there is a need to
establish legal grounds in order to ensure
the development and creation of agricul-
tural credit cooperatives and to support
the initial loan capital. The solution of the
problem would enable to build a favour-
able lending system, which would lead
farmers to successful development of their
businesses having the low loan expenses.

In this context, credit unions are the
most important form of a cooperative in
Lithuania that significantly support ag-
ricultural cooperatives. A credit union is
a member-owned financial cooperative
(Ryder, Chambers, 2009), democratically
controlled by its members, and operating
for the purpose of promoting thrift, pro-
viding credits at competitive rates, and
providing other financial services to its
members. Members join according to cer-
tain general criteria and manage a credit
union democratically, in accordance with
the existing law.

The basic elements of a credit union
are the following (Lietuvos Respublikos
kredito unijy jstatymas, 2000):

o credit union policies are based on the
principle of cooperatives; it is a non-
profit organisation without outside in-
vestors. Union members are the own-
ers of the organisation, each having
avote. The annual profit can be distrib-
uted among the union members based
on the member’s capital turnover;

o credit union members are a certain
group of people who should obtain
shares and thus become the owners of
a credit union;

o policy-building executive bodies are
elected from the union-members lead-
ers on a volunatary basis;

o the Board of Directors, Loan Com-
mittee, and Supervisory Committee
are elected during the annual member
meetings, and the Union Administra-
tion is hired.

It is worth mentioning that credit un-
ions still mainly provide short term loans
to their members as they are not able to
accumulate enough funds for the long
term investment loans. Credit unions pri-
marily satisfy the needs of their members:
mainly private persons and less frequently
legal entities. Credit union loans are rela-
tively expensive because their assets make
approximately only 0.1 percent of the total
assets of all the loan organisations system.
Despite that, credit unions are becoming
serious competitors for commercial banks
in the rural areas.

The Lithuanian Central Credit Un-
ion that supports the solutions of general
lending problems within the country was
established in 2001. This credit organisa-
tion, structured on the cooperative prin-
ciples, was established by the Lithuanian
Government and was registered under the
law of Lithuania. It works on the basis of
share capital and supports credit unions’
solvency and payment recovery func-
tions, receives deposits from its members,
as well as repayable funds, provides loans
and assumes the risks and responsibility
associated with all those key functions.
Currently, more favorable conditions have
been created for the credit unions enabling
them to provide more operations, and
public confidence in them has been in-
creasing. The Stabilization Fund has been
established seeking to provide assistance to
the credit unions that encounter solvency
problems. It is very important that credit
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unions can participate in the deposit in-
surance system, which allows them to
raise more money and increase the vol-
ume of mutual loans and other activities.
The Lithuanian cooperative movement
is gaining momentum. During 2008-2012,
the number of members in credit unions
increased by 52.2%, assets grew 158.7%,
and loans and deposits increased respec-
tively by 89.7% and 205.6% (Jaseviciene,
Maciulis, 2014). At the end of 2013, there
were 73 credit unions (Liutinskiené, 2014)
and over 100 units (otherwise known as
“remote” branches) in various villages and
towns in Lithuania. By their nature and
conditions, credit unions are financial in-
stitutions in local communities, however,
they operate in a common financial mar-
ket, which is strongly influenced by the
globalisation and consolidation process-
es, together with large commercial banks.
During the recent years, the importance
of credit unions in the Lithuanian banking
market has been constantly growing, yet
their development trends and prospects
have not been widely analysed in the scien-
tific literature. Still, credit unions’ leaders
are optimistic about their future success
prospects. Positive and negative factors
having impact on the development of
credit unions have to be constantly ana-
lysed, and the analysis should be taken into
consideration to ensure further develop-
ment of credit unions in Lithuania. Credit
unions, together with the organisations
and authorities representing them, play a
very important role in the cooperative ed-
ucation and legal regulation of this area.
Social cooperatives are established in
order to satisfy social, cultural, educatio-
nal, and other needs of their members.
Social cooperatives can thusbe seenasa ty-
pe of a social enterprise, and they contin-
ue to represent one of the most developed

and successful models of a social enter-
prise (Borzaga et al., 2014). Therefore, one
can open a cooperative day care, various
training schools or book stores (widely
known book sale within the USA univer-
sities) or other similar institutions. For ex-
ample, in Sweden at the beginning of the
last century, housing cooperatives were
established and even a cooperative fed-
eration was created for these types of co-
operatives. Cooperatives can help to build
houses or apartments for their members,
especially younger ones, at a lower cost.
Such cooperatives perform a wide range
of activities: maintain the environment;
take care of the elderly, disabled, and
children, or manage utilities. As a result,
specialised cooperatives have been estab-
lished: some organise recreation for the
members, as they have their own recrea-
tion infrastructure (tourist bureaus, ho-
tels, camping grounds, transportation,
etc.), others provide funeral services, etc.
Those types of cooperatives are not likely
to expand in Lithuania in the nearest fu-
ture. They face similar obstacles as other
cooperatives. It is expected that some of
the objectives of social cooperatives will
be implemented by larger cooperatives of
different kinds.

2. Methodology

The analysis presents the outcomes of the
long-time research which focused on ex-
ternal and internal factors and conditions
that essentially affected the activity of coo-
perative businesses in Lithuania. The anal-
ysis was carried out by the means of the
Delphi survey methodological approach,
amethod for consensus-building, by using
questionnaires delivered in multiple itera-
tionsin order to collect data from a panel of
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selected subjects (Hsu, Sandford, 2007).
The survey was perfor-med from February
to October in 2014. Experts were inter-
viewed during the visits to selected coope-
ratives, during training seminars for far-
mers within the “Agricultural Cooperati-
ves” program organised by the Agriculture
Ministry of Lithuania and funded by the
EU, or during consultations with farmers.

Discussions took place with the heads
and specialists of Danish, Latvian, Polish,
Dutch, and Swedish cooperatives. In ad-
dition, the EU regulations were studied,
national and foreign scientific and other
literature, togerther with legislation, was
examined and summarised, which re-
sulted in the analysis of different national
farms and cooperatives. Qualitative re-
search was carried out in order to define
the main obstacles preventing a successful
development of the cooperatives in Lithu-
ania. A form of semi-structured inter-
views delivered in multiple iterations was
chosen. Additional and unplanned ques-
tions were presented during the research.
Interview questions were designed with
the goal to find the answers to the exist-
ing research goals so there were three key
sets of questions: social, economic and en-
vironmental barriers within the develop-
ment of the cooperatives.

During the interviews, qualitative data
(answers to open-ended questions) were
accumulated. The key questions included:
Why do cooperatives in Lithuania start
and develop slowly? What are the obstacles
for the development in your cooperative?
How would you rate the opportunity and
the necessity of sustainable development of
your cooperative? What criteria would you
propose for the evaluation of sustainable
development? What are the most effective
measures to be taken for the sustainable
development of a cooperative?

Qualitative research used the evalua-
tions of national experts — heads or mem-
bers of cooperatives. In the qualitative re-
search, expert assessments, i.e., interviews
with Lithuanian farmers, the heads of the
companies (Agro Neveronys, Minija, Kau-
no Siltadarziai, Kédainiy gélés, Kietaviskiy
gausa), as well as the heads of the current-
ly operating or no longer operating agri-
cultural cooperatives (Agrohansa, Agrolit,
Aviza, Biodyzelis, Bulviy namai, DarZoviy
centras, Kursiy krastas, Lietuviskas pienas,
Nespa, Pienas LT, Pieno gélé, Plungé-Loiret,
and many others) were used. Research
participants were selected by the conveni-
ence sampling. The key criterion was that
participants had to have at least five year
experience working in a cooperative. Ex-
perts from 26 cooperatives participated in
the survey: 17 cooperative managers and
9 cooperative members-farmers.

3. Results

Our analysis shed some light on the cha-
racteristics of activity of contemporary
Lithuanian cooperatives in order to pro-
pose insights and solutions for their de-
velopment. The vast majority of the ex-
perts agreed that the social significance
of cooperatives is less important, even
though they acknowledged that these or-
ganisations increase the number of jobs,
make it easier to organise professional de-
velopment for employees and cooperative
members, and improve the level of their
performance, recreation, and culture.

In response to the question, “What do
you think of the necessity for cooperatives
to observe environmental regulations?”,
all the respondents noted that the envi-
ronmental protection measures were nec-
essary; however, they should be observed
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as much as they complied with the re-
quirements of the hygiene standards, as
well as the requirements for the national
and the EU support as prescribed by the
rules of support. Nevertheless, the experts
agreed that the merger of farmers into the
cooperatives created an opportunity to
expand the cultivation of organic prod-
ucts (as the production of large amounts
made it easier to find a market), to look
for the ways of the use renewable energy
sources, to introduce energy-saving tech-
nologies, and to master and to apply the
latest scientific achievements.

Under the new conditions, slow de-
velopment of cooperatives and failures in
their activities are frequently explained by
certain obstacles, such as lack of funds,
faulty taxation, etc. As proved by the re-
search, the elimination of some, even the
most significant, obstacles failed to pro-
duce the expected result: it was necessary
to eliminate their cumulative impact on

the development of the cooperative move-
ment. We shall name some key obstacles
typical of the period: it will be difficult to
expect the successful development of the
cooperative movement unless these ad-
verse factors are eliminated (Figure 1).

1. A shortage of well-trained manag-
ers. The role of the manager in the success
of the cooperative has been emphasized
by the majority of scholars and has been
demonstrated by practice. The roles of the
board (council) and the administration
of the cooperative are equally important.
It is obvious that the members of the
cooperative, its Council, and its adminis-
tration shall only be able to perform their
functions effectively if they are quali-
fied and experienced. Unfortunately, to
date there is a lack of such specialists in
Lithuania.

2. No theory has been substantiated so
far that could offer prerequisites for the
development of agricultural cooperatives

—| 1. The absence of well-trained managers

—I 2. Insufficient theoretical substantiation

—I 3. The absence of a co-operative system

—I 4. The principle “one member - one vote”

—I 5. Inappropriate organisation of funding

The obstacles to the starting and

-| 6. The absence of the methodology of planning, accounting, and accountability

development of co-operatives

—I 7. Observation of the “non-profitability” principle

—I 8. Funding with other than one‘s own funds

—I 9. Encountering the difficulty of “hard“ competition

-| 10. A fear of starting a common economic entity

—I 11. A fear of losing the farming independence

~| 12. Insufficient co-operative education

|
|
|
|
|
|
|
|
|
|
|
|

Fig. 1. The principal obstacles to cooperative movement
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under the new circumstances. The cir-
cumstances are preconditioned by the
specificity of the agricultural system and
the processes of globalisation. The di-
versity of the farm sizes is one of the im-
portant characteristics of the Lithuanian
agricultural economy and it significantly
impacts the activity of the cooperatives.
Along with a small number of large-scale
farmers and agricultural cooperatives that
have several hundred hectares of land, nu-
merous herds of cattle, and large areas of
greenhouses, there are thousands of small
producers (two to three hectares) whose
share in the total production of individual
products is rather significant. Economi-
cally strong and technologically advanced
large-scale farmers and agricultural com-
panies are not interested in collaboration
with small producers. Therefore, it is nec-
essary to develop a theoretical model for
the collaboration of small- and large-scale
farmers.

3. The absence of a system of coop-
eratives or of their associations is one of
the problems in the development of co-
operatives. We propose setting up a ter-
ritorial system that would bring together
local, regional, and national cooperatives.
An important place should be taken by
cooperative unions (associations) that
in Lithuania would perform not merely
political functions but would also repre-
sent the economic interests of the mem-
bers of the cooperatives: would under-
take commercial-economic activities (the
production of final products, the supply
of machinery and equipment, the search
for investments and markets, the trade,
the provision of information, etc.). Most
importantly, the organisation of such as-
sociations would provide an opportunity
to unite small and large scale farmers for
common activities.

4. The democracy of the governance
is one of the most serious problems in
the cooperative movement. As is known,
democracy is based on the principle “one
member-one vote’, i.e., each member re-
gardless of his turnover in the coopera-
tive and the invested capital has one vote.
However, some types of cooperatives
where the number of votes depends on
the number of shares do exist in the devel-
oped countries. That is largely determined
by economic issues and then the danger
arises that in the case of renunciation of
the compulsory turnover and democrat-
ic principles the cooperative will lose its
uniqueness, i.e., it will neglect democratic
principles, however, it will cope with eco-
nomic problems better.

Incidentally, in the period between the
two world wars, the number of delegates
to the meetings of the dairy cooperatives
in Lithuania depended on the amount
of butter produced by the company (one
representative for each 20 tons of butter),
i.e., the higher the turnover rate the larger
the number of representatives (votes). The
number of delegates was not restricted by
any other terms.

It has to be noted that currently the
“large-scale” members who own the lion’s
share in the cooperative business start de-
manding more votes and more influence.
That is why the classical principle of the
cooperation ‘one member - one vote” in
a number of countries is no longer ob-
served. The issue whether it would be
more reasonable to renounce such a state
of things is considered in order to attract
more economically strong members of
the cooperative. For example, Iceland has
a regulation allowing the cooperatives
to independently decide on the criteria
of compensations for their members: on
the basis of greater participation in the
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advancement of the material and tech-
nological infrastructure of the coopera-
tive or on the basis of increasing its finan-
cial resources. In Belgium and Greece one
can also see the trend of deviation from
the position one member — one vote.

5. Inadequate organisation of the fi-
nancing of cooperatives is another sig-
nificant problem. Even though the most
important objective of the cooperatives
is satisfying member needs and creating
favorable conditions for credit terms,
product storage, processing, marketing,
and services, cost-effectiveness of the
company activity is also of utmost impor-
tance for them. Such conditions can only
be provided by the competitive and large
cooperatives, which are more advanced
to compete with other companies and
useful for a lot of farmers, however these
cooperatives do have sufficient financ-
ing. Therefore, creation of such an en-
terprise or the expansion of its activity is
not profitable. The creation of the farmer
cooperatives could be supported by the
state or other physical or legal persons
who are interested in the success of those
cooperatives, however they do not have
any turnover with a cooperative enter-
prise. However, according to the Law on
the Cooperative Societies (Cooperatives)
of the Republic of Lithuania such persons
shall not be members of the cooperative.
Consequently, there is no legal basis for
the investments from outside. Moreover,
direct investments (or loan guarantees)
that the investors cannot properly control
are risky. The problem could be solved by
the means of commandite cooperatives
(Ramanauskas, 2007). Public authorities,
banks, various foundations, joint stock
companies, private individuals, etc., could
act as commanditaires. Commandite co-
operatives would accelerate and facilitate

the development of the agricultural coop-
eratives and their activities and simulta-
neously eliminate a number of problems
existing in agriculture; however, to date,
they have not been legalized in Lithuania.
Providing the members of the coopera-
tive with the right of purchasing shares is
another solution to financing the coop-
eratives. Such an opportunity exists in nu-
merous countries.

6. The absence of methodology of
planning, accounting, and accountability
is a grave issue related to cooperatives in
Lithuania. Cooperatives frequently un-
derestimate the importance of planning
and tend to unreasonably optimistically
forecast their activities without taking
into account potential risks; they do not
use the advice of the consultants for the
drafting of scientific forecasts.

7.1t is necessary to update some coop-
erative principles by adapting them to the
conditions of globalisation. In the light of
those changes, it is also necessary to revise
the Law on the Cooperatives. A classical
“non-profitability” principle of coopera-
tives may have a negative effect on the ac-
quisition of reliable partners for individ-
ual cooperatives and on setting up their
associations in the market conditions.
Therefore, at present the majority of the
cooperatives in the world seek to make a
profit and to set up various foundations;
individual members receive bonuses and
get social benefits; the money per share is
calculated differentially, etc. The principle
of “democratic governance” was logical
for the cooperatives whose main objective
was just to cope with the social problems.
However, given that the main objective
is to cope with the economic problems,
the majority of the votes (as well as the
majority of the profit) should belong to
the members who collaborate with the
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cooperative most closely, i.e., who have
the greatest turnover rate. The principle
of “non-profitability” may not be imple-
mented if an individual cooperative pre-
fers to merge with a large enterprise or to
coordinate its activities with other legal
forms of enterprises. If the principle is
changed the key issues in the large organi-
sations shall be dealt by the representa-
tives delegated by the members for the
participation in elections, for the control
of the administration, etc.

8. In response to the question, “What
are the obstacles to the development of
your cooperative?”, most of the respond-
ents reported that a number of coopera-
tive members did not consider the coop-
erative enterprise to be “their brainchild”
That was because their contribution to
the setting up of this enterprise was insig-
nificant and the monetary contributions
came not from its members-farmers but
rather from the state or the EU funds. The
use of personal (or borrowed) funds is of
special importance as it makes the coop-
erative members share the true owner-
ship and start to appreciate it, to take an
active part in its activities, and to sell all
their produce exclusively through their
own enterprise (even if other companies
offer slightly higher prices). However, that
condition, as a rule, is ignored, despite the
fact that the violation of the said principle
is one of the key reasons of why created
cooperatives fail and close. Notable exam-
ples of bankruptcy in Lithuania of large
milk processing enterprises that were set
up “on a cooperative basis” (and actually
on public funds), as well as of vegetable
selling or technical services (agricultural
services) cooperatives ought to be care-
fully considered. The experience should
not be forgotten even presently when
cooperatives are set up with EU funds as

opposed to the funds of the agricultural
producers.

9. The start of the cooperative activ-
ity is restricted by “hard” competition.
Historically, at the beginning of the pre-
vious century cooperatives were set up
without any competition with the other
companies. That way, credit, land rec-
lamation, selection, insurance, techni-
cal maintenance, and other cooperatives
were founded (the only exception was the
trading cooperatives, which even as early
as in ancient times were set up by facing
the resistance of the private trading net-
works). Currently, however, cooperatives
may be starting their activities under the
conditions of an unfavorable state of the
market. A huge number of well-equipped,
market-possessing enterprises function
in the country and the competition with
them is problematic. Newly created coop-
eratives find it difficult to gain a foothold
next to other enterprises, formerly sta-
te-owned and later re-organized at the ti-
me of privatization (joint-stock companies
or others), which have a substantial ma-
terial basis. Difficulties in the access
to markets and in the consolidation of
positions account for one of the major
reasons for the insufficient development
of the agricultural cooperatives. Thus, in
addition to the principal objective of a
cooperative, i.e. to provide services to
its members, it is very important to en-
sure the cost-effectiveness of its activities
which guarantees success in a competitive
environment.

10. It is noteworthy that farmers tend
to feel mutual distrust and a fear of start-
ing a common economic entity. Mutual
distrust and a fear of being misled also
hinder the development of the coope-
ratives. The outcomes of a farmer sur-
vey witness that they do not think they
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have reliable neighbours they could col-
laborate with. For that reason, it is diffi-
cult to start, e.g., a cooperative of techni-
cal services and especially to bring people
together for the joint acquisition of new
equipment.

11. Farmers are afraid to lose their
independence and because of this rather
ungrounded reason they avoid co-oper-
ation. As proved by the surveys, coope-
ratives as form of farming are often asso-
ciated with the relic of the former regime,
i.e. they are totally unjustifiably associated
with the soviet collective farms (kolkhoz).
Farmers have a fear of the creation of
common property and common work.
The fact is often ignored that once the de-
cision is made to start a cooperative, its
members also create an economic entity:
a joint venture which helps them to solve
common problems. The members of the
cooperative enterprises provide the pro-
duce grown by them, hire professionals
for product processing, and implement or
provide farmers with other services (e.g.,
technical). In that classical schema, com-
mon work of farmers is absent. The only
common solutions to the farmers’ post-
production problems are processing the
produce grown by them and delivering
the production to a customer under fa-
vorable conditions. The schema is used
by farmers all over the world; therefore
mutual trust of the farmers is not a de-
cisive factor for cooperative activities.
Cooperative members should be guided
by economic and social purposes not by
emotions.

12. Both farmers and initiators of co-
operatives as well as peope in general still
do not have sufficient knowledge of co-
operatives and their specific characteris-
tics. Quite a lot of errors are made when
starting cooperatives their accounting

(especially related to the member shares)
is inappropriate. The acceleration in the
cooperative development largely depends
on the popularization of the idea of co-op-
eration and the correct understanding of
its essence. The more people understand
that cooperatives are the most realistic
measure in the de-monopolization of the
agricultural market and the establishment
of the equality of agricultural producers,
the more people understand that without
cooperatives small agricultural enterpris-
es will not be able to survive in the mar-
ket conditions and the support from the
state will not be effective the sooner they
will become crucial supporters of the co-
operatives. That calls for cooperative edu-
cation of the population and verbal and
written information on the radio, TV, and
the Internet.

Lithuanian farmers encounter all of
the above described obstacles. Moreo-
ver, for the successful cooperative devel-
opment they need more contemporary
buildings and equipment, the reduction
of the high energy costs, and more invest-
ments into the modernization of the pro-
duction facilities. Lithuanian cooperatives
could overcome these obstacles by setting
up a transnational Association of Produc-
er Organisation.

4. A transnational Association
of Producer Organisations:

an example for Lithuanian
cooperative movement

Alliances and joint ventures are more and
more popular among cooperatives in pro-
moting rural interrelation/network and
dealing with the international competi-
tion (Chaddad, 2010). The experience of
a transnational Association of Producer
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Organisation, EIn.A.F (“First Internatio-

nal Association Fruit”), has been analysed

as a potential solution to the successful
development of interrelated cooperatives
in Lithuania.

A transnational Association of Pro-
ducer Organisations (APO) is an associa-
tion of producers’ organisations consist-
ing of different EU member countries.
FIn.A.F (“First International Association
Fruit”) is one of the first transnational
APOs. The aggregation experience is the
result of the cooperation between the Ital-
ian PO ‘Apoconerpo’ and the French PO
‘Conserve Gard. The association includes
some of the main products in the sectors
of fresh and processed fruits (conserves)
in the related regions. The objectives of
the Association are defined in line with
the requirements established by the Eu-
ropean Commission and can be summa-
rised as follows (EU, 2011):

o designing, planning, and implementa-
tion of an Operational Programme;

o concentration of supply and placing
on the market of the products pro-
duced by its members;

o optimising production costs;

o stabilising producer prices;

o ensuring that production is planned
and adjusted to demand, particularly
in terms of quality.

The promotion of the Association of
Producer Organisation at an international
level allows the development of “hybrid”
forms of cooperation, ensuring at the
same time:

o autonomy: the aggregation form al-
lows the preservation of autonomy
and identity of individual companies
that will participate;

o aggregation: the association’s size is
consistent to the needs of internation-
al competition.

International competition, economic
and financial crisis of 2008-2009 has am-
plified the traditional difficulties of the
production systems based on the small
and medium-size enterprises. Therefore,
on one hand smaller size cooperatives
are more flexible and dynamic and, on
the other hand, they are not able to sus-
tain competitive advantage in the cur-
rent global competitive landscape where
more structured and bigger players op-
erate. Thus, small cooperatives have to
take advantage of economies of scale and
invest in the processes of innovation and
internationalization. Additionally, there
is a prospect of a sluggish domestic de-
mand (Conto et al., 2013). Due to their
flexibility and adaptability, transnational
Associations of Producer Organisations
can contribute to the different dimensions
of sustainable development (see Table 1)
and increase competitiveness in Lithu-
ania. In addition, they can function as
“a fundamental building block of agricul-
ture for-development agendas” as stated
by the World Bank Development Report,
Agriculture for Development (2007).

The transnational Association of Pro-
ducer Organisations represents a very im-
portant innovation for the competitive-
ness of the national production systems
as it improves the relationship between
businesses and regions allowing entre-
preneurs to deal with the market chang-
es. It is an extremely flexible instrument
in which companies decide on aspects
of cooperation without special require-
ments for the legal form of business, the
size of an organisation, the area of the
cultivated land, or the geographical lo-
cality and which, unlike some other ways
of “entering into competition’, has the
advantage of preserving the autonomy
of individual members.
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Table 1

International APO functions and contributions to sustainable development

Functions

Sustainable Development
Dimensions

in the value chain.

Improving the terms of access to output and input market. Economic
Supporting generation and adoption of technological Economic
innovations and diversification into new activities.

Fostering collaboration among different stakeholders Economic

Assuring quality and safety of food products.

Economic, Environment and Social

Contributing to natural resource management.

Environment

Fostering participatory governance, particularly in relation
to decentralization and to community-driven development
approaches.

Social Inclusion

Participating in trade negotiations and in European
agricultural policy-making.

Economic, Environment and Social

Conclusions

Not so many cooperatives have been foun-
ded (about 200) since the restoration of
the independence in Lithuania and their
share in the overall market is low. Howe-
ver, credit unions have spread widely (cur-
rently over 72 credit unions and over 100
of their branches operate in Lithuania).
The key obstacles for the establishment
and development of cooperatives Lithu-
ania are of economic nature (weak finan-
cial capacity of farmers, adverse market
conditions, unfavourable credit condi-
tions, and a faulty taxation system), and
of managerial nature (a shortage of lea-
ders and the lack of the entrepreneurial
and special knowledge), while others are
of legal nature (a need to improve the Co-
operative Law, given the contemporary
agricultural structure and market condi-
tions) or lie at the social psychological
level (individualism, the absence of part-
nership or trust in oneself and others).

In addition to traditional cooperati-
ves, new structures in the vertical inte-
gration of business, i.e., vertical business
groups, are becoming increasingly impor-
tant. They will unite agricultural producers
(their cooperatives), processing enterpris-
es, financial and insurance organisations,
research institutions, international trade
organisations, and others. While partici-
pating in large business groups, coopera-
tives have to operate within the frame-
work of modernised principles:
in order to attract more economically
strong members into cooperatives, it is
necessary to abandon the principle of
“one member - one vote”, and moreo-
ver, in the development of regulations,
to allow cooperatives independently
decide on the voting procedure;
the classical “non-profitability” princi-
ple of cooperatives may have a nega-
tive impact on some cooperatives in
finding reliable partners, setting up as-
sociations, etc. In the present context,
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the principle of “non-profitability”
should be applied merely to coopera-
tives of social orientation.

In summary, management and policy

implications have to be directed to the
expansion of the cooperative activity in
Lithuania by means of:

revision of the traditional cooperative
theory and legislation;

development of study programmes in
agricultural colleges and universities
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PAGRINDINES KOOPERATYVY PLETROS LIETUVOJE KLIUTYS IR GALIMYBES

Santrauka

Daugelis mokslininky pastebi, kad kooperatinis
judéjimas visose pokomunistinése $alyse iki Siol
yra létas. Lietuvoje zemés ukio kooperatyvy skai-
¢ius nuo 2000 m. i§ esmés nesikecia. Kooperatyvy
uzimama rinkos dalis yra maza ir tik pieno gamin-
tojai parduoda apie 30 proc. savo produkcijos per
kooperatyvus. Nepaisant didelés nacionalinés ir
Europos paramos, daug jregistruoty kooperatyvy
dél jvairy klia¢iy neveikia. Todél kooperatyvy ne-
veikimo priezas¢iy nustatymas ir pasalinimas yra
viena i§ pagrindiniy problemy, ieskant bady apsi-
rapinti maistu ir sprendziant kaimo socialines pro-
blemas. Mokslininky uzdavinys — perziaréti tradi-
cing kooperatyvy teorijg, nes ji neatitinka pokyciy,
vykstanciy ekonominés globalizacijos laikotarpiu.

Pagrindiniai kooperatyvy veiklos principai ski-
riasi nuo kity kolektyviniy jmoniy principy. Cia
veikia tik kooperatyvams tipiski principai: nariai
turi dalyvauti imonés veikloje (turéti apyvarta), de-
mokratinis valdymas (vienas narys - vienas balsas),
daznai nekomercinis veiklos pobudis ir ribotos in-
vesticinés veiklos pajamos. Tadiau laikymasis seny
kooperatyvy principy daznai gali trukdyti naujoms
organizavimo formoms ir verslumo plétrai, todél
vykstantys ekonominiai poky¢iai reikalauja nau-
ju moksliniy pozZiariy j tradicinius kooperatyvy
principus.

Straipsnio tikslas — atlikus $iuolaikiniy koope-
ratyvy veiklos analize, pasialyti naujus sprendimus
ju veiklos plétrai.

Straipsnyje analizuojama ir apibendrinta moks-
liné literatiira ir teisiniai dokumentai kooperaty-
vy klausimais. Be to, vertinami nacionaliniy ir
tarptautiniy eksperty, kooperatyvy nariy ir vadovy

atsakymai. Nustatyta, kad kooperatyvy veikla vys-
tosi létai dél jvairiy priezas¢iy: daugiausia susikuria
mazi kooperatyvai, kurie negali konkuruoti su dide-
lémis $iuolaikinémis akcinémis bendrovémis, stei-
giant kooperatyvus nejvertinami Lietuvos agrarinés
situacijos ypatumai (Salia stambiy akininky, Zemés
akio bendroviy yra ir daug mazy ukiy), koopera-
tyvai jsisteigia ir veikia pagal senus (tradicinius)
principus. Vykstant globalizacijos procesams, rei-
kia naujo mokslinio poziario ir karybisko tradici-
niy kooperatyvy principy jvertinimo, kooperatyvy
finansavimo.

Be tradiciniy priemoniy kooperatyvams reko-
menduojama susijungti su akcinémis bendrove-
mis. Skatinant zemés ukiy tarpusavio santykius
arba tinklus, jgalinancius susidoroti su tarptautine
konkurencija, tarp kooperatyvy populiaréja aljan-
sai ir bendrosios jmonés. Kaip galimas sprendimas
Lietuvos kooperatyvy sékmingai plétrai analizuo-
jama tarptautinés gamintojy organizacijy asocia-
cijos E In. A. E. (Pirmosios tarptautinés vaisiy aso-
ciacijos) patirtis. Taigi mazi kooperatyvai turi pasi-
naudoti masto ekonomija, investuoti j inovacijas ir
internacionalizavimo procesus. Taip susikurty ver-
tikalios verslo grupés, suvienijancios zemés ukio
produkcijos gamintojus (jy kooperatyvus), perdir-
bimo jmones, finansy ir draudimo organizacijas,
moksliniy tyrimy institucijas, tarptautinés pre-
kybos organizacijas. Siekiant pritraukti daugiau
ekonomiskai stipriy nariy i kooperatyvus, bitina
atsisakyti principo ,vienas narys — vienas balsas® ir
leisti savaranki$kai nuspresti dél balsavimo tvarkos.
Kooperatyvams rekomenduojama jungtis su uzsie-
nio kooperatyvais ir steigti tarptautines gamintojy
organizacijy asociacijas.



