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Abstract:
The cooperative movement in Poland has a long #fidudt history. The socialistic regime
introduced a command and control system into capes which was destructive to their
self-governing functions and eventually led to eklaf member involvement. There was a
mass neglecting and abandonment after the tranafimnmin particular of rural cooperatives.
Nonetheless, in the early 1990s the first farmeogiperative marketing organizations, called
agricultural producer groups, appeared on the narkbey are bottom-up, voluntary
organizations whose main purpose is to jointly g&ir members’ output Although producer
groups functions similarly to marketing cooperasivéarmers establishing producer groups
have been choosing other legal forms than coopesati

In the paper we investigate why the new forms ofvegpance of cooperative
arrangements are chosen and what are the imphcatithese choices for the success of the
groups on the market. We discuss the impact ofsieeecapital, the impact of advisors, and
the impact of institutional environment on this i@ The empirical data was collected on 62
producer groups functioning in one province of Rdla

1. Introduction

Polish agriculture has been suffering from strudtusroblems for many years,
manifested mainly in small farms, a surplus of lalmdd inefficient machinery, and a
lack of investment. Establishing farmers’ coopemtbrganizations, which would
help farmers increase the amount of goods offerethe market, save on transaction
costs, and overtake a portion of profits convertilyngained by a middlemen, could
be expected as one important response to suctbkepro
The cooperative movement in Poland, however, hisa but difficult history,

which has been causing an aversion among farmeesds cooperation. After World
War 1, the socialist regime introduced a commanu acontrol system into
cooperatives which was destructive to their selfegoning functions and eventually
led soon after to a lack of member involvement.ofi&rative members were not able

to make their own decisions; even cooperative lesadere assigned by the state. As



the socialistic firms grew in size, their membed®@ated a wage-worker mentality in
relation to the enterprise and its property, whieBulted in severe inefficiencies
(Chloupkova et al. 2003: 249). Brodgki (1999: 168) mentions that Polish farmers
who used to be members of socialist cooperativiésettiin a deformed image of the
cooperative movement. They associate cooperatiitbsawack of control and impact
on decision-making.

Nonetheless, in the early 1990s the first farmecsoperative marketing
organizations, calledgricultural producer groupsappeared on the market. Producer
groups are bottom-up, voluntary organizations whosen purpose is to jointly sell
their members’ output (Matysz 1996: 13-14). Sellihg output both improves the
market position of the members and may lead to drigbrices. Additionally,
associated farmers may benefit from information lamolwledge sharing in the group.
The formation of producer groups does not, howewaply a change in property
rights of the means of production. The farmers @iugly only profits worked out as
a group; they do not merge their farms.

Although producer groups functions similarly to keting cooperatives, farmers
establishing producer groups have been choosirey t#bal forms than cooperatives.
The legal form of cooperative is actually adopteddmly about 2% of producer
groups (Banaszak 2008a: 76). Other groups funa®fimited liability companies,
associations, unions, and also as informal groopsegistered in the court.

In the paper we investigate why the new forms ofegoance of cooperative
arrangements are chosen and what are the imphicatithese choices for the success
of the groups on the market.

Several authors investigated the impact of formatitutional environment on
functioning of cooperative organizations. Hanechad Anderson (2001: 6-8) focus
mainly on the importance of external support durthg process of establishing
cooperative organizations. Ziegenhorn (1999: 6&wdrattention to the role played
by policy makers and extension advisors in proygdend fostering agricultural
improvements. Katz and Boland (2002) analyze thergemce of new generation
cooperatives. The new cooperatives appear mostlyniahe markets and are
characterized by closed membership and fixed amaifutite product, which must be
delivered under threat of sanctioning if membersdofulfill their obligations. The
new cooperatives introduce sallable shares and rshipein such groups in linked to
patronage. Ménard and Klein (2004: 754) indicatd ttackground conditions of the



organization of food and agriculture such as thecaljural policy and consumer
demands might lead to discovering more efficientiesof organization.

In these terms the Polish producer groups represeninteresting case of an
experiment with new governance forms of cooperatareangements. Due to
perceived inefficiencies of the traditional coopeeaform, a variety of new legal and
organizational solutions emerged in the sectothénsecond section of the paper we
provide conceptual underpinnings of the research derive testable hypothesis. In
the third section we present methodology of theeaesh. Section 4 presents the

empirical analysis and Section 5 concludes.

2. Conceptual under pinnings

2.1. Choices Faced by Farmers Considering Cooper ation

A farmer considering starting up or joining a co@iie organization must choose
among a number of possible options. First, he @idé not to cooperate at all and
organize their transactions in an alternative w&gcond, an agricultural producer
group is only one of several possible forms of @yapon between farmers and
involves joint marketing of output produced indiwadly by members. Numerous
forms of alternative cooperation exist, such astjonachinery pools or cooperative
credit systems.

The choice to set up a producer group does notrdete the form of cooperation.
The bill on producer groups does not stipulate widoyanizational form farmers are
required to adopt; therefore, they can take angmmptional form accepted by Polish
law, or they can function as an informal group. &€ag groups that choose to adopt
a formal organizational form, they can choose nofifpforms (e.g. an association or
union) or those that enable accumulation of cajféal. a commercial company), of
which the most popular is a limited liability commya Producer groups can also
function as a cooperative located somewhere indtwnonprofit and for-profit
organizational forms (Boguta 2002: 19). Each okéhéorms is subject to different
laws that determine the amount of taxation and osinp relations.

The simplest form the organization may take isrdarmal group. This form does
not involve any permanent costs and does not bamohdrs formally. Cooperation
through such groups might however, be very unstablthe members are not legally
bound. Moreover, an informal group cannot offigialindertake any economic



activity. Such behavior goes against the tax ldwfokr instance, one of the member
farmers buys a larger quantity of fertilizer andlssé to other group members, the
farmer must officially register the economic adinand pay taxes on any profits from
it (Zarudzki et al. 2001: 25).

Associations are voluntary and self-governing orztions established to fulfill
noneconomic goals. The members work voluntarily tfee association, which can
employ either members or nonmembers. Associatiangepresent their members in
relations with institutions cooperating with farrmeand negotiate prices or contracts
with purchasers or sellers on behalf of farmerds Torm can be established easily
and cheaply and does not require any start-up alafliemanowicz 2005: 103,
Zarudzki et al. 2001: 26). Associations have a &nsgructure and low establishment
and running costs; however, the partners havegia to withdraw the accumulated
capital or any profits. The accumulated capital qndfits can only be spent on
organizational activities as defined by the stafuegislation: 1989, Art. 34).

Unions are voluntary, self-governing, and indepemdsocial and vocational
organizations, established in order to represedtpaatect the interests of individual
farmer. As with associations, establishing a unorsimple and fast and does not
require any start-up capital (Lemanowicz 2005: 1@®e associations, unions have
low set-up and running costs. The members haverighe to share or withdraw
capital; however, the profits must be distributgdadly among all members (Ejsmont
and Milewski 2005: 66).

A cooperative is a voluntary union of at least fp@ople. Its main purpose is the
running of an economic activity. As in commerciahganies, cooperative members
purchase shares, but the administration costowaer than in commercial companies.
The cooperative’s property is the private propaftyts members, and members can
withdraw the value of their shares any time. Eaobmiver, however, has equal
decision-making power, which limits the decisionking impact of major
shareholders. Nonetheless, cooperatives have tontaimai comprehensive
bookkeeping. As Lemanowicz (2005: 104) points awdpperatives are currently
unpopular among farmers due to negative experiemgds cooperatives during
socialism.

For-profit forms, of which the most common forntle limited liability company
(LLC), can be established by any number of peopteahy purpose. Its members

purchase shares, the amount of which determines dbeision-making power and



their liability. Shareholders are owners of the pamy, and the accumulated capital
can be divided among them according to the numbeurhased shares. However,
the LLC establishment process is more complicateticastly and has to be officially
registered in a notary office. Similar to coopesasi, limited liability companies have

to keep comprehensive books and pay taxes on prafmanowicz 2005: 104). A

summary of the main characteristics of each legahfis presented Table 1.

Table 1: Comparison of Different Legal Forms Available toliBlo Agricultural
Groups
Characteristic Association Union LLC Cooperative
Legal Act from 7™ April | Act from 8" Act from 15" Act from 16"
foundation 1989 October 1982 September September 1982
Association Law | Social and 2000a Cooperative
Vocational Commercial Law
Farmer Companies Law
Organizations
Purpose Social Social and Any Economic, but
vocational, but can also be
can also be social
economic
Area of No limitations The territory of No limitations No limitations
operation Poland
Members People, or legal | People People or legal People or legal
entities only as entities entities
supportive
members
Minimal At least 15 At least 10 1 and more At least 10
number of people persons, at least people or 3 legal
members 8 of whom run a entities, for
farm agricultural
production
cooperatives at
least 5 people
Form of Membership Membership Share Share
members’ fees fees
financial
contribution
Minimal Not defined Not defined At least one At least one
financial share with share, its value
contribution minimal value defined by the
per member 50 PLN (=13 general
EUR) assembly
Participation in Equal for all Equal for all Based on Equal for all
decision members members number of member
making shares
Participation in Equal for all Equal for all Based on Based on
accumulated members members number of number of
capital shares shares
Member liability | No liability No liability Based on value | Based on value
of shares of shares

Source:Adapted from Lemanowicz (2005: 102)




The legislation also provides the legal foundafmrfinancial support for producer
groups. The bill from September 15, 2000 and itssequent amendments enable all
groups registered with province offices to obtaupmort up to the value of 5%
turnover in the first year, and then 4%, 3%, 2% a#@in the following years, and
defined conditions of registration in the proviraféice (Legislation: 2000, Art. 19 §
1).

The choice of whether to cooperate as a produ@empgand which organizational
form to adopt are not the only decisions farmeresdr® make. Farmers also have to
decide on the production type marketed by the gredere to locate it, which kind
of leadership and membership structure to adopd, the general concept of the
group’s vision and mission. Empirical evidence shdhat producer groups perform
different tasks, and, although organizing jointesabf output produced by individual
farmers is their main task, some producer groupoaly engaged in organizing such
activities as joint purchases of the means of prtda, joint transportation, and

trainings and other social events for farmers (Baak 2005).

2.2. Factorsinfluencing the or ganizational choice

Producer groups operate in between markets andrbiees. Their members do not
integrate property rights and do not merge farms tihe organization. It is their own
decision when and to whom to sell the goods. Ttimesmay classify them as hybrid
organizations. Hybrid arrangements include suclfediht forms as networks,
subcontracting, franchising, partnerships and stmmmas of cooperatives. This variety
of forms is “connected by the underlying idea tlfa¢y participate to the same
“family” of arrangements among autonomous entité@ng business together,
mutually adjusting with little help from the prigystem, and sharing or exchanging
technologies, capital, products, and services witheo unified ownership” (Ménard
2005: 295). A distinctive feature of hybrids istthalike firms they do not integrate
property rights; the partners integrate only a pértheir resources and take jointly
only a part of decisions in their domain of choi¢cdhe emphasis is on the
commitment of distinct property rights holders, ging distinct legal entities, but
organizing some transactions through governancendomutually agreed upon”
(Ménard 2005: 294). Ménard (2005: 295-298) discaidsetors which contribute
stability to hybrid arrangements. Since hybridsdteto be created in highly



competitive markets in which pooling resources iway to survive and decrease
uncertainty, the problem faced by hybrids is howdemarcate joint decisions,
discipline partners and chose conflict resolutia@chanisms. As pointed out by Borys
and Jemison (1989: 235) partners in hybrids oftavehdifferent goals, making the
resolution of conflicting interests and the maiatece of agreement a central
problem.

The great diversity of hybrid arrangements is n@redom outcome. The decisions
follow transaction costs. The adopted forms argnakl with the degree of asset
specificity involved. This effect is reinforced byncertainty. If the risk of
opportunism is higher, hybrids choose more ceuaedliforms. However, history and
path dependence also matter. That is why sometimasy forms of hybrid
organizations with different levels of integrationexist (Ménard 2005: 369). This
framework also helps to explain why so many diveosganizational forms are
adopted by producer groups. As the review of ommimnal forms available for
producer groups presented in Section 2.1 showstigier the forms of control
implemented by producer groups, the higher thdiupeand running costs. We may
therefore expect that the choice of producer grosypecific organizational form will
be a function of the level of the investment. Thestioose and most affordable form
of informal group will most likely be chosen by flaers who do not undertake joint
investments. Associations require higher invests@fttime and money, and their
accumulated capital is legally protected, yet theiners have no right to withdraw
either the accumulated capital or the profits. Ehesan only be spent on the
organizational activities as defined in the statutdnions have higher set-up costs
and give their members the right to share profilsich have to be shared equally
among all members. The most protective but alsdlycdserm of limited liability
company will most likely be adopted by farmers whodertake considerable
investment. Similar founding costs but lower rumncosts are the outcome of the
organizational form of cooperative. This form inwe$ less control over the capital
due to the decision-making process, where each membregardless of his/her
invested capital — has equal decision-making pd&gmont and Milewski 2005: 60-
69). The legal forms can be ranked from an inforgraup that has the lowest set-up
costs to a limited liability company which is veegstly to set up. As the invested
capital increases, however, potential approprialo@ses and decision-making costs

of informal group are expected to raise very shyargihce the invested resources are



not legally protected and the members cannot appehé court in case of conflict. In
the limited liability company which is very costiy set up the property and decision-
making rights of members are legally protected @nus both coordination costs and
appropriation losses are expected to increase slewly as the level of invested
capital per member grows (Figure 1). One of magoidrs affecting coordination and

expected appropriation costs is number of members.

A Union
Coordination Association

Costs Cooperative

Informal
Group

Limited Liability
Company

Investments Level

Figure1: Coordination Costs as a Function of the Investmpetsviember Level
in Different Forms of Producer Groups

We might expect that set up and running costs disasenvestment level will be the
lowest in informal groups and the highest in liditéability companies. Regarding
number of members, entry and exit costs are iniqudat high in limited liability

companies since they have to be always approvdayia notary. Thus we might
expect these groups will be more likely to have dewnembers than unions or

cooperatives.

3. Sample and Data Collection

We collected data on producer groups functioninthenWielkopolska Province. The

chosen province of Wielkopolska is one of 16 proemin Poland and is located in



the western part of the country. The cross-secti@search design was selected as a
research method for this investigation. This desigiployed the technique of social
survey, which uses a structured interview with pict group leaders as the data
collection strategy. Fifty functioning groups an@ disbanded groups were subjected
to the research. The 50 functioning groups assetidt056 farmers; the 12 inactive
ones associated 394 farmers. The interviews wergdaut in early 2005.

The structured interview with producer group leaderas organized into a
guestionnaire composed of six sections which addres(i) general information
about the group such as the group’s address, &gals, number of members, and
activities performed, (ii) the process of groupnfiation, (iii) group functioning
(divided into three sections: management and dweeisiaking, production and
marketing, and membership), (iv) costs and benefitooperation, (v) the role of the
institutional environment, and (vi) leadership. €8h six sections comprised 132
guestions in total. Two types of questions weleedsthe first was related to facts
such as numbers or descriptions of processesgtitng to the subjective evaluation

of these facts.

4. Empirical Results

4.1. General Information about Producer Groups

In total 62 producer groups from Wielkopolska Proé were subjected to the
research. By the time when the interview was cdrioeit 50 groups were still
operating, 12 groups stopped activity. The grougsewnot equally geographically
distributed. Most of them were located in the ase&alisz (19 groups), Poznafi (17
groups) and Leszno (13 groups). The average nunfbeembers per group was 71,
the smallest group, in fresh tomatoes, had onlyebnbrers, the biggest, in potatoes,
associated 700 farmers. Regarding the start up yesst of the groups were in 2001.
On average each disbanded group was functionin@.®iyears. Regarding the
factors which resulted in splitting up, the intemwied producer groups leaders most
frequently pointed to the so-called “mentality betpeople” problem. It had to do
with commitment, loyalty and trust in the leadedarther members. Two groups did
not want to change their purchasers to those apgabiny the leader, and in three
cases the members did not want to compensate alderldéor his work or to hire a

manager. Regarding other cases, two groups repbeeiddg problems with finding



purchasers; one group was destroyed by a middlevhanoffered members a higher
price if they sold their output outside the groirppne case the group was embedded
in a conflict between two neighboring villages, anbabitants of one village spread
false information about the leader in order to agsthe group; and in the last case
the leader pocketed the groups’ money and membersnat want to continue
cooperation afterwards.

Considering the main output produced by the memlleesprevailing number of
them were dealing with pork (35), 13 groups werdifferent kinds of vegetables, 4
in fruits, and 3 in grains. There was only one growolved in each of potatoes, pork
and cattle, hops, mushrooms, poultry, and rape, cared group of described as of
‘general’ character.

Twelve groups split-up and were no longer functignivhen the research was
carried out. Regarding the functioning groups, tj@ales of the output produced by
the members were conducted by 80% of the groupger®e eight percent of the
groups organized different kinds of training andieational trips for their members,
68% of the groups organized joint purchases of nteans of production, 56%
integration events, and 28% joint transportatiothef output. A few groups were also
performing some other, less common kinds of aaiwitFor instance four groups
organized insurance for the members, three othmrpgr were sorting, packing and
storing the products together, two groups wereirpiearily processing the output
(one group was slaughtering pigs, and one was glrgimd purifying rape). Another
interesting finding was that members of one graupomatoes were producing the
product together, jointly owning the land and theams of production (like in an old
style cooperative). A few other groups also rembrteganizing self-credits for
members (self-credits are member contributions toommon fund from which
members can obtain emergency interest-free loans).

Most of groups had been initiated by one of thenfas (58%); the other 42% had
been initiated by an outside organization, 24%Hwgy éxtension service and 18% by
outside businessmen such as processing compawias algricultural cooperatives or
middlemen. On average each group collected 6,463 &dJstart-up capital (365 EUR

per member).
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4.2. The Choice of the Legal form

The most common legal forms of the groups wereo@iasions’ and ‘unions’.
Twenty-three groups adopted the legal form of dations, 18 of unions, 14 of
limited liability companies, 5 of informal groupsnd only 2 groups were functioning
as cooperatives. During the process of group fdonatlso other forms of
cooperation were taken into account. Seventy-farcgnt of the groups considered
also union as an alternative legal form, 71% cared also associations, 59%
thought about limited liability companies, 45% tlgbti about cooperatives, and
14.5% of informal groups. Regarding the reason g current legal form was
chosen we asked about the role of tax considesatemtess to dept financing, size of
membership, or due to the fact that other formseweo costly. The biggest fraction
of the groups pointed that other forms were todlg@s a major factor for the choice
(43.5%). This argument was ranked as a major famtd@0% of associations, 60% of
informal groups, and 50% of unions; while only 7#imited liability companies and
none cooperative referred to this argument as amoaje which influenced the choice
of this form. Other factors were not ranked as vienportant overall (Figure 2),
however, looking at data in groups of legal formews different rankings were given

by groups representing different legal forms (T&})le

Why the current legal form was chosen?

) I . . I
0 ‘ ‘ ‘

1-3 scale where 1-not important factor, 2-
minor factor, 3-major factor

tax cosiderations  access to dept size of other froms were
financing membership too costly
precluded other
forms
Figure2: Mean answers for the question why the currerdllésym was chosen
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Tab. 2: Factors which affected the choice (Fig. 2) grougecbrding to

legal forms
Factor Informal
Groups Associations Unions LLC Cooperatives
Mean asnwer (1-not a factor, 2-minor factor, 3-major factor)
Tax
considerations 2.6 1.6 1.3 1.1 1
Access to dept
financing 1 1 1 1.1 1
Size of
membership
precluded
other forms 1 1 1 1.1 1
Other forms
were too
costly 2.2 2.2 2 1.2 1

Among other important factors for choosing the aerlegal forms the interviewees
mentioned advice of a lawyer (16%), advice of esiem service (14.5%), or advice
of other groups (1.6%); that the chosen form wasbinaling capital of the members
and thus easy and safe (17.7%); that the chosem \icas transparent and provided
clear business rules (8.1%); that they didn't hemewledge or were not aware of
other forms (8.1%); that the form was cheap (4.8t the form had democratic
rules (4.8), and that the form was well perceivediell experienced (3.2%).
Interestingly, majority of the groups (71%) decthtbat they did not choose the
cooperative form due to a bad connotation this wathl the old regime and also with
an enterprise from which everybody was stealingdit\@hally, such justifications for
not choosing this form were used as: bed percepifotme form either by farmers
who remembered from their own or parents’ expeeeti@at their were forced to
joined cooperatives during socialism; bad perceptibcooperatives on the market by
business partners who were afraid of signing cohtrith a cooperative; bad example
— many cooperatives collapsed after the transfoomathat this form is not suitable
for “modern times”; or that cooperatives have tddrge and associate at least 1000-
2000 members to be profitable. Further 9.7% of gneups did not choose the
cooperative form because they preferred to chaasehinding legal structures. Eight
percent considered this form as a not sufficientri@esting capital due to problems
with distributing income, too high taxes, or possiimismanagement of capital due to
the one member one vote principle and 6% of therwgwees argued that the
cooperative law is not sufficient. One group (1.6%pued the reason for not

choosing the cooperative form was lack of coopeedtiaditions in the area. A small
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fraction of the groups (6%) could not explain od diot remember what was the

reason for not choosing the cooperative form.
Figure 3 shows the distribution of legal forms @ding to the level of invested

capital (vertical axis) and number of members @wrtal axis).
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number of members

Distributions of groups according to start-up tap(in PLN) and

Multinomial logit regression results on the depernidariable legal form and

independent variables of starting-up capital andier of members show that unions

are in particular chosen when number of membeéngls, limited liability companies

are chosen when the start-up capital per persoiglisand cooperatives are chosen

when both start-up capital and number of membehgyis (Tab. 3).
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Tab. 3. Mulitnominal logit regression results for the lédgarms, start-up

capital and number of members

Legal form (association is the Independent variable Regression results
base line)
Number of members .003
Informal group - .008
Start-up capital per member -.016
.012
Number of members .008 (%)
Union - 005
Start-up capital per member .002
.002
Number of members -.001
. I .009
Limited liability company Start-up capital per member .004
.002 (***)
Number of members .011 (%
.006
Cooperative Start-up capital per member .004
.002 (**)
Pseudo R2 .264
Number of observations 62

T The upper line in the row indicates coefficient; the bottom one indicates standard error
*** significant at .01 level
** significant at .05 level

4.3. Satisfaction with the chosen legal from and implications for the group
success

Only nine groups (14.5%) during the time of theindtioning decided to change the
initially chosen legal from. In all cases the chamgas from less binding and less
advanced form to a more binding one. In three caleschange was from an
association to union, in another three cases froionuto a limited liability company,
in one case from a registered partnership (a fofrma oommercial company) to a
limited liability company. In additional two casele changes were initiated - in one
case from an association to a limited liability qeany and in the other from a union
to a limited liability company, however, in bothses the change did not fully happen
as the groups were disbanded in the process. Tdregehwas in majority of the cases
motivated by switching to a form which would pro@ichore clear business rules and
encourage accumulation of the capital (6 groupgd @witch to a form which would

enable obtaining the subsidies for producer grdrgr the government (2 groups).
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Overall 62.9% of groups declared to be satisfiethwthe current legal from,
11.3% were partially satisfied, 22.6 were not $ietis and for 3.2% (two groups) it
was difficult to say. Accordingly with the numbef groups within the given legal
form, the highest percent of dissatisfied with thegal form groups were among
groups which were functioning as associations. Tighest satisfaction rate was

among groups which were functioning as cooperatwasunions (Table 3).

Tab. 4 Satisfaction with the chosen legal form
Legal Satisfied (%) Partially Not satisfied |Difficult to say|Total number
form/satisfaction satisfied (%) (%) (%) of groups
Informal 60 20 20 0 5
Association 43.5 174 34.8 4.3 23
Union 77.8 5.6 111 5.6 18
Limited liability 71.4 7.1 214 0 14
company
Cooperative 100 0 0 0 2

The dissatisfaction was mainly related to disappoémt from choosing a form,
which did not bind members and their capital wimtonsequence, resulted in low
commitment or that the form was not advanced endagbperate on the market or
obtain the subsidies. One interviewee said:
We wanted to escape from accounting but it was $siple. Accounting is necessary for the
transparency within the group. In addition, if wave had decided at the beginning to
establish a company or a cooperative and pay shahesmembers would have been more
attached to the group. As we didn’t, the membeessatling products where they want, do not
respect what the group agreed upon
A few complains coming mainly from limited liabjitcompanies were related to
costs of running and the bureaucracy, papers, awlingdents involved in the
operation.

Banaszak (2008b), who is analyzing determinantsswifcess and failure of
producer groups, shows that the governance forrassbciation is more frequent
among groups that failed than among those thaeaetieither partial or full success.

Regarding the question of why the form of assomatvas chosen, we see a large
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impact of the extension service. Thirty percengafups functioning as associations
chose this form due to advice of the extensionisenOthers chose it because it was
considered a “loose” form, which did not requirgital investments (17%), because
it was a cheap form (13%), because it was congid@rgrovide a sufficient level of
security (8%), or because farmers were not awaethiere are other forms available
(8%).

There is also an interesting question of the oagjygroups scattered on the graphs
presented in Figure 3 and possible mismatch of tp@ernance forms. All groups
having an outlining high number of members or ined<apital within their group of
legal forms (that is one LLC with number of memberpal 185, one LLC with
invested capital close to 445,700PLN / 118,400E0fE Union with 700 members,
and one association with 171 members), were stittioning and ranked as partially
successful on the scale proposed by Banaszak (2008bother hand, for Limited
Liability Companies, which are the most costly feframong three with the lowest
level of invested capital (below 6,000 PLN / 1,530R), there was one group, which

achieved a full success and two groups, whichdailed were no longer functioning.

5. Conclusions

Polish agricultural producer groups are examplesnedv forms of cooperative
arrangements on agricultural markets. The functidhey fulfill as business
enterprises but also within their local communiteag similar to traditional rural
cooperatives. However, due to the ideological burthey experiment with new legal
forms of governance. Among the 62 organizationsjesidd to the research the
groups were functioning most frequently as assiariat unions, and limited liability
companies.

The results show that the choices taken at thenbewj of the cooperation related
to the group constitution are crucial and deternginguing operational activities. This
link, however, was in some cases neither fully geized by the agricultural
extension service nor the farmers interviewed.dswnportant for the success of the
groups that the legal form provided sufficient gaferds and encouraged investments
and commitment.

The implications of the study are in particularemgsting for policy-making in

other transition and developing countries wherepeoatives are also negatively
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perceived. New governance forms of cooperative ngaments such as limited

liability companies or unions are promising. Theg more flexible and cheaper than
the traditional form of cooperative, are free of tideological burden, and are well
perceived on the market. The legal assistancedoperative organizations has to be
provided with caution. Some level of initial membavestments as well as legal
framework which guaranties transparency and engesrduture investments are
necessary to ensure member commitment and proei@ggsards for the growth of

the enterprise.
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