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Abstract: Creation of a sustainable agricultural sector involves boosting the cooperation activities
as these contribute to the societal and economic development of the farms, farmers and rural
societies. This paper contributes to the literature on the analysis of the drivers and obstacles of
cooperation development in agriculture. The case of Lithuania is considered as the cooperation
activities are lagging behind the European Union (EU) practice here. Specifically, analysis of the public
support measures and the expert survey are carried out to analyse the effectiveness of the public
policy measures as represented in the relevant legal acts. The experts involve policy makers, farmers’
organisations and academia, which are the major stakeholder groups in Lithuania. The results indicate
the effectiveness of the measures linked to capacity building (in the sense of human capital) requires
improvement, whereas those related to financial support and promotion of the farmers’ organisations
are much better perceived. Thus, public support measures are available to promote cooperation in
agriculture, yet the legal system of Lithuania still requires improvement in accommodating effective
agricultural cooperatives.

Keywords: agricultural cooperatives; cooperation development; expert survey; CAP measures;
public policy; public support

1. Introduction

The EU Action Plan 2003 and the introduction of the European Cooperative Society (SCE) Statute
in the same year as well as the outbreak of financial and economic crisis in 2008 highlighted the
importance of cooperation. The agricultural sector is also related to cooperation activities. Although
there is no evidence that Member States actively promote the organization of agricultural producers
into cooperatives, cooperation is common in the EU and appears to be a common legal form for
agricultural producers to organize their joint business activities [1,2].

Governments or supranational organizations have been encouraging cooperation in order to
solve various socio-economic and environmental problems: reducing poverty in rural underdeveloped
regions [3], changing market structure (usually associated with combating oligopolies) [4], providing
lagging rural regions with necessary commodities [5], solving environmental and energy security
issues [6-9], immaturity of financial markets [10], social inequality [11], testing new business
organizational structures and its impact onto existing market structure [12,13], and restructuring
planned economy to market oriented [14]. While cultural and historical experience is significant
for the development of cooperatives, another element of the institutional environment may be even
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more important. This element is the impact of the state in its role as regulator and supporter of
cooperatives [15]. EU countries experience shows that, the weaker the cooperatives are, the more the
state is willing to support them and the more policy measures it suggests.

Compared with other EU member states, Lithuania faces subdued cooperation activities in
agriculture. Only accredited cooperatives can apply for financial support under Lithuanian Rural
Development Programme 2014-2020. In 2014, 44 cooperatives received accreditation, whereas, in
2017, only 22 cooperatives, or half of the previous number, were accredited. A decreasing number
of cooperatives approved by the state may reveal, on the one hand, a declining interest of organized
farmers in public support, or difficulties related to high standards dictated by the accreditation
procedure. The EU-wide study has also shown that Lithuanian farmers did not make use of the notably
supportive Lithuanian policy measures stimulating the creation and development of cooperatives [16].
Do these tendencies imply that public policy support in the Lithuanian case is ineffective? Is it one of
the reasons behind slow cooperation development?

In spite of importance of the agricultural cooperation [17], the effectiveness and efficiency
of government policies in support of cooperatives still require further research. In particular, no
systematic or comprehensive attempts have been made to evaluate government support for cooperation
in Lithuania. Therefore, the aim of this paper is to identify and evaluate public policy measures
supporting the development of agricultural cooperatives in Lithuania and to make recommendations
for the improvement of support policy. The subject of the research—public policy measures supporting
the development of agricultural cooperatives. The main method applied in the research is expert
interviews carried out in the form of a semi-structured survey with selected knowledgeable experts. It
allowed ensuring data availability, reliability and representativeness.

The paper proceeds as follows: Section 2 discusses the theoretical premises for cooperation in
agriculture. Section 3 proceeds with analysis of the public support for agricultural cooperation in
Lithuania. Section 4 presents the methodological approach of the expert survey. The results of the
expert survey are presented in Section 5. Finally, Section 6 provides the conclusions.

2. Literature Review

2.1. The Rationale for Cooperation in Agriculture

The idea of cooperation in agriculture is not new. Sometimes, it even played a prominent role in
history. There is an abundance of literature showing that some form of agricultural cooperatives—the
kibbutz—served as a predecessor for the Jewish state [18,19], and agricultural cooperatives in the USSR
helped to solidify and legitimize communist rule [20,21]. The political side is observed in a formation
of agricultural cooperatives also in our days. Fonte and Cucco [22] treat these loosely coordinated
economic entities as a manifestation of social movements aimed at solving local problems of rural
citizens, as these issues sometimes are being denied by local authorities as well as Government. This
view is supported by Dillahunt et al., [23], who research agricultural cooperatives as a social security
incentive for combating institutional voids in providing necessary instruments for self-sufficiency
in poor communities. Agricultural cooperatives are serving as a platform for satisfying people’s
everyday needs, then the Government is failing to assure even the everyday needs of its citizens, which
is also seen by Kurakin and Visser [24], who investigate the cases when Government intentionally
transmits this responsibility to its own people in turbulent economic periods, thus stressing the fact
that emergence of agricultural cooperatives is the result of external economic pressure on insecure
rural citizens. It should be noted that some agricultural cooperatives are being built not as a response
to external pressure [25], but on a spiritual basis [26], which guarantees the fulfilment of every party’s
obligations in a much better manner, requiring less costs and efforts for monitoring other cooperative
members actions, although the main driving force for cooperation is economic benefits [27].

The new incentives towards agricultural cooperatives were raised with the introduction of
the concept of sharing economy, which gains momentum in accommodation services [28-30]),
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car and ride [31], social commerce [32], art [33] and even employment [34]. Agriculture also
appears in this emerging stream, showing renewed interest in various forms of cooperation: shared
marketing activities [35], fund raising and self-financing [36], shortening and simplifying distribution
networks [37], serving as Governmental tools for inducing changes in society, such as transforming
its values to a more modern and tolerant basis [38], and helping to introduce modern management
methods to the highly labor intensive agricultural sector [39]. The learning as well as information
sharing and innovation creating abilities of agricultural cooperatives dominate Borgen and Aarset [40]
research. Cooperatives also act as information sharing platforms [41], lowering transaction costs,
providing a possibility to partial work division, allowing members of cooperatives to focus on
activities they are performing best [42], etc. Lamine [43] sees agricultural cooperatives as one of the
driving factors for more sustainable rural development. Swaminathan [44] stresses bigger bargaining
power of agricultural cooperatives, allowing small farmers to receive more fair prices for their goods,
although Zivkovic and Hudson [45] pay attention to nepotism and improper management practices of
cooperatives, due to its clearly undefined state and the absence of formal rules, leading to diminishing
of rights of small members of agricultural cooperatives.

Despite its advantages, cooperation in agriculture also displays some drawbacks. Liang and
Hendrikse [46], while investigating pricing strategies of agricultural cooperatives, show that in some
cases voluntary cooperation may be harmful both to the entering member of a cooperative and to
the cooperative as a whole. Poor performance of agricultural cooperatives, determined by improper
organizational structure of this economic entity, was also documented by Kontogeorgos et al. [47].
Shumeta and D'Haese [48] found a positive effect of participation in cooperatives to food security
and transfer of innovations, but showed that there is no evidence of a positive correlation between
participation in cooperative activities and farmer income level. Bijman [49] documents success factors
of cooperatives from the Netherlands but comes to the conclusion that they are being driven by
successful internal and external circumstances. However, this is not because of such form of voluntary
participation, which may be harmful to its members if applied directly. Iliopoulos et al. [50] documented
the limited learning capacity of cooperatives, which is tied with the ability to learn of the least capable
member of an agricultural cooperative.

2.2. Government Incentives towards Cooperation in Agriculture

Social and economic policy implemented by the government as well as legislation is recognized
as one of the main factors influencing the development of cooperatives [51]. Appropriate policy and
legal framework are vital for successful agricultural cooperatives [52]. In general, the government
can act as a promoter and facilitator by generating policies and programmes to support cooperatives,
developing adequate infrastructure and social services, and eliminating any barriers to cooperative
development [53-55]. Public policy support can also gain more specific forms.

The areas of public policy support may include human resource development, research and
management consultancy, accountancy and auditing, information technology, laws and taxation, and
relations with the private sector [56]. Education and training provided by the state before and after
establishing a cooperative is of crucial importance among those areas [57].

In most market-oriented economies with advanced agricultural sectors, cooperatives receive
public support in the form of: (1) provision of a flexible legal framework that does not discriminate
against cooperatives in any way, (2) exemption from antitrust laws, (3) beneficial tax treatment, (4) the
access to favourable credit terms, and (5) technical assistance [52].

In addition to aforementioned support forms, farmers in cooperatives need to access sufficient
land, infrastructure, information and networks in order to succeed in business, since cooperatives are
not always able to cover these needs.

Some authors suggest a more structured view on public policy support enhancing cooperation.
According to Chen and Scott [58], Government can support cooperatives in tangible and intangible
forms, where intangible forms refer to hosting mobilization meetings, providing technical training,
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arranging site visits for members, assisting in and providing subsidies for certifications for various
high quality food standards, providing tax exemptions and other kinds of financial support, and public
recognition to selected cooperatives as a reward for their good performance, which is perceived as
a tangible support in terms of changes in cooperative attitude [59]. Public policy measures can also
be categorized as direct, for instance, in the form of subsidies or grants, or indirect, as provisions in
business and organization law that makes it relatively easy to establish a cooperative [14].

One of the most inclusive and comprehensive categorizations of agricultural cooperative related
policy measures is presented by Bijman et al. [14], who follows the typology of general policy measures,
consisting of mandates, inducements, capacity building and system changing:

1.  Cooperative legislation/incorporation law (refers to mandates),
Market regulation and competition policies (refers to inducements),

3.  Financial and other incentives (e.g., tax exemption, access to favourable credit, etc.) (refers to
inducements),

4. Technical assistance (refers to capacity building),

5. Other.

Government effort to support cooperation should not be taken for granted. On the contrary,
it is usually rationally grounded. The four most frequent justifications for public policy support of
cooperatives [52] are:

1.  Agricultural cooperatives provide farmers with an institutional mechanism that increases their
bargaining power vis-a-vis their partners in the food supply chain and corrects excess supply
induced prices;

2. Cooperatives address various forms of market failures and, as a result, provide their members
with countervailing power. In this role, cooperatives improve market performance;

3.  They improve the coordination of supply with demand for farm commodities to achieve prices
more consistent with costs of production, and

4. Cooperatives are instrumental in achieving community development goals and facilitating the
integration of low-income producers into community life.

Traditionally, cooperatives’ ability to address market failures as justification for public policy
support has prevailed, but cooperatives have proven to be instrumental in addressing a number
of other major agricultural marketing issues such as enabling price determination and discovery,
achieving price and income stability, improving subsector coordination, securing market access to
disadvantaged farmers, and maintaining farmer control of sectors [52]. Therefore, more and more
public policy designers take into consideration all of those public or quasi-public goods for the benefit
of members and communities produced and distributed by agricultural cooperatives.

On the other hand, even justified state interference in the cooperative development can be positive
as well as negative [60]. Experience has shown that government policies can both enhance and impede
independent cooperative development. Direct intervention in the establishment and operation of
cooperatives undermines personal drive and motivation of its members, which is the key factor of
success in cooperative business [61,62]. Cooperatives created from the bottom up, through initiatives
in rural areas, are more successful than those established through government programs [56]. Another
problem related to promoting cooperative activity through positive inducements and incentives (for
example, subsidies) are the possibility to attract non-cooperative end-users that use a cooperative as a
tool to avoid the payment of taxes [63]. Therefore, public policy support must be limited and targeted
to the needs of cooperatives.

Finally, not all notably supportive policy measures improve cooperatives’ competitive position.
Brusselaers et al. [17] explain that this occurs due to two distinct reasons: unawareness by the target
group, i.e., cooperatives, of the existence of policy measures or ignorance by the government of the
specific nature and purpose of agricultural cooperatives.
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3. Measures to Support the Development of Cooperatives in Lithuania

In most market-oriented and smart agricultural sector economies, cooperatives receive public
intangible and tangible forms of support. Experience shows that public policy can enhance and hinder
the development of independent farmers in collaboration and cooperation. Direct intervention in
the creation and operation of cooperatives can undermine motivation to collaborate, which is a key
factor for a successful cooperative business. Another problem with the promotion of cooperation is the
possibility of attracting only those seeking financial support who use cooperative status as a tool for
state support rather than as a means of cooperation. Policy measures therefore need to be more focused
on the needs of cooperatives, taking into account the characteristics of the knowledge economy, when
production is treated as a service, production organization as management decisions, and resources as
knowledge and wealth.

Out of 17 cooperation measures applied in Lithuania, according to the typology of policy measures
proposed by McDonnell and Elmore [64], 76% are attributable to the type of financial incentives. The
least tools are for empowerment, system change and capacity building (Figure 1).

B Mandates- rules regulating the activities of
groups/ organisations

2, 12% 1,

6%
System changing — giving priorities to
groups organisations with an aim to change
the system of delivery of public goods and
services
Financial incentives - provision of
financial support for implementation of
some defined actions

13, 76%

Capacity building — investing into the
intellectual and human resources

Figure 1. Distribution of cooperation policy measures in Lithuania by type of measures. Source:
composed by the authors based on the typology of McDonnell and Elmore (1987).

Measures to promote the development of cooperation, which are attributed to the type of financial
incentives, are financed by the European Union. European Union support for the development of
co-operation in the Lithuanian agricultural sector was provided for the first time under the SAPARD
program “Processing and marketing of agricultural and fishery products. Support is provided to
cooperatives operating in the meat and fish processing sectors. According to the National Paying
Agency, 5,673,081 EUR was allocated to the meat sector and 1,474,827 EUR to the fish sector.

During the period of implementation of the Single Programming Document (SPD) in 2004-2006,
financial support was given to cooperatives processing agricultural products and improving marketing.
For the cooperative(s) operating in the plant production sector, public support of 1,386,887 EUR was
allocated for the installation of a modern primary rape processing workshop(s).

During the implementation period of the Lithuanian Rural Development Program 2007-2013,
41,969,633 EUR of public support was granted to agricultural cooperatives processing and improving
marketing. The largest share of support was allocated to agricultural cooperatives operating in the
crop sector—24,983,666 EUR. Agricultural cooperatives operating in the meat sector had received
16,942,524 EUR, while in other or several sectors—43,443 EUR.

According to the Lithuanian Rural Development Program 2014-2020 and according to the data
of the National Paying Agency of November 2018, 14 projects of agricultural cooperatives were
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approved. In addition, 64.3% of projects were granted for investments in the processing, marketing and
(or) development of agricultural products, 25.7%—for investment in agricultural holdings (Table 1).
All nine approved projects are aimed at increasing and improving grain processing and storage
capacities. Moreover, there are 11 agricultural cooperative agricultural processing, marketing and (or)
development investment projects that are still being evaluated.

Table 1. Projects approved for agricultural cooperatives financed by the Lithuanian Rural Development
Program 2014-2020. Source: National Paying Agency data.

Number of Approved

Support Measure/Activity Area Projects/Amount of Support

Funded Expenses

- plant processing, storage
equipment,
marketing facilities;

- milk processing, storage
equipment and techniques;

- special equipment/tools for

Support for investment in the transporting crop products;
processing, marketing and (or) 9 projects - building construction,
development of agricultural 19,297,797 EUR reconstruction, major repairs,
products real estate improvement;

- the equipment directly
related to the activity or the
entire production cycle;

- other equipment/machinery;

- general expenses

- agricultural/forestry
equipment/machinery;
- building construction,
Support for investment in 5 projects reconstruction, major repairs,
agricultural holdings 955,137 EUR real estate improvement;
- consulting services;
- general expenses

According to the Lithuanian Rural Development Program 2014-2020, the members of the
cooperatives were also given the opportunity to receive additional selection points for the support of
individual measures. Members of cooperatives were using these possibilities sluggishly, except for
members of cooperatives in the forest sector.

In order to improve the risk management of activities in agricultural cooperatives, Lithuanian
agricultural cooperatives are also provided with credits and guarantees. Nevertheless, according to
the 2014-2018 data of the Agricultural Credit and Guarantee Fund, agricultural cooperatives among
all the fund’s clients used the least amount of the services of this fund (Figure 2).
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Figure 2. Credits and guarantees for agricultural entities in Lithuania, 2014-2018. Note: Guarantees
are currently available to all cooperatives. Until 30 November 2016, guarantees were provided only
to agricultural cooperative societies (cooperatives) recognized in accordance with the established
procedure. Source: Agricultural Credit Guarantee Fund.

4. Methods

Expert interviews are an important but methodologically little noticed data gathering instrument
in evaluation research. Quantitative results are frequently emphasized in the evaluations, since they
are easier to exploit politically or as effective publicity and enable comparison with other programmes
or policies [65]. On the other hand, expert evaluation is very valuable when an objective quantitative
measurement is impossible or inappropriate. Therefore, according to Abels and Behrens [66], expert
interviews are “vitally important” to policy research, especially in evaluative analysis.

Expert interviews have significant advantages over other methods of data collection.

First, due to the lack of other data sources or reasons of efficiency, certain questions can only
be addressed by involving experts. Second, interviews with different well-informed respondents
make it possible to take differing points of view into account and to reveal possible areas of conflict.
Third, access to information in the evaluation process is made easier and acceptance of the results is
increased [65].

The main criterion for setting up of the group of experts is its ability to resolve research problems
in a reliable and effective way. Reliability of expert evaluation depends on the size of the group,
i.e., the number of experts, and its composition according to the following criteria: position, related
to the research topic, work experience in the subject in question, the degree of quality of prior
expert judgements, the level of public recognition, and objectivity of the submitted evaluation [67].
Experts of suitable competence for policy evaluation are usually involved in conception and planning,
implementation as well as in changes to and further developments of the policy. Experts should include
both decision-makers and implementers without decision-making authority. As for the sufficient
number of experts, a quantitative research should rely on seven to ten experts, while the qualitative
research may rely on five experts at least [68]. The threshold of five experts as a sufficient number for
qualitative studies was also reported by Libakova and Sertakova [67].

Initially, nine experts (E1 to E9) were selected for the survey in Lithuania. The experts were
selected on the basis of their occupational position, involvement in the formation of cooperation policy
or its improvement on academic or practical level as well as their work experience in the field of
research and knowledge. Therefore, the initial list of experts consisted of all main opinion leaders on
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cooperation in Lithuania: specialists/representatives of Cooperation unit of the Ministry of Agriculture
of the Republic of Lithuania (coded as E1-E3), researchers from different universities (coded as E4-E7),
a specialist/representative of Cooperation and Law Department of the Chamber of Agriculture of the
Republic of Lithuania (coded as E8), and the head of Consultancy Agency (coded as E9). Experts E3,
E7 and E9 did not respond. Thus, the results of the study are based on the answers of the remaining
six experts. The six experts responded to the survey include representatives of the Cooperation
Department of the Ministry of Agriculture of the Republic of Lithuania (E1 and E2), representatives
of higher education and training institutions (E4-E6), and a representative of the Department of
Cooperation and Law of the Agricultural Chamber of the Republic of Lithuania (E8). Thus, the expert
survey includes academia, policy makers and businessmen representatives. The description of the
experts is given in Table 2 below.

Table 2. Experience of the experts’ indifferent areas (years).

Expert Science Policy Making Business Qualification
Cooperation Development Specialist at
El 11 the Ministry of Agriculture of the
Republic of Lithuania
Cooperative Development Specialist of
E2 17 the Ministry of Agriculture of the
Republic of Lithuania
Ph.D. in Social Sciences, Head of Rural
E4 10 Development Department at a
research institute
E5 31 Professor, Ph.D. in Social Sciences
E6 13 Professor, Ph.D. in Social Sciences

Head of the Cooperative and Legal
E8 10 Division of the Chamber of Agriculture of
the Republic of Lithuania

The number of experts participating in the survey is rather limited due to the size of the pool of
experts engaged in agricultural cooperation in Lithuania. Thus, the experts involved have genuine
knowledge on the issue and do not deliver too general responses. Anyway, the three major groups
(policy makers, academia and business) are represented, thus ensuring that the interests of different
stakeholders are identified.

A semi-structured survey method was chosen to collect expert data. Interviews with selected
experts were conducted in the period of 15-25 May 2018. Experts were provided with a list of 17 policy
measures promoting cooperation in Lithuania, compiled on the basis of legal documents, as well
as interview questions. A survey questionnaire was formulated to include the following aspects:
evaluation of the effect of each policy measure on the development of agricultural cooperatives whether
it promotes or hinders it or has none of the mentioned effects and is considered as unnecessary; other
policy measures that, according to experts, have an effect on the development of cooperatives and
should have been included in the submitted list; policy measures that are applied in other countries
and would be useful in the Lithuanian case; the necessity and reasonability of public policy support for
the development of cooperatives as one of the business organization form, and the overall evaluation
of Lithuanian policy promoting cooperation in agriculture. Experts were asked to give a reasoned
opinion on every interview question.

5. Results

Experts assessed the impact of each of the 17 policy measures on the development of cooperatives
in Lithuania. Specifically, they were asked whether a particular measure promotes, hinders or neither
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promotes nor hinders the development of cooperatives. Thus, we not only looked at the operation of
already established cooperatives, but also considered the obstacles for development of the new ones
in Lithuania.

The policy instrument—the Law on Cooperative Companies (Cooperatives), M-I (1), of the
Republic of Lithuania, which can be classified as a mandate type of measure—was evaluated as
promoting the development of cooperatives by four out of six experts. Further on, two out of six
experts (E2 and E8) pointed out that this measure neither promotes nor hinders the development of
cooperatives. According to the experts, the Law on Cooperative Companies (Cooperatives), M-I (1),
of the Republic of Lithuania regulates the necessary legal aspects of the establishment and operation
of cooperative societies (cooperatives), thus creating legal preconditions for companies of this form
to start and operate. However, it covers only one form of cooperation while, both in theory and in
practice, there are many other forms of cooperation.

Another policy instrument—the Order of the Minister of Agriculture of the Republic of Lithuania on
the Procedure for Recognition of Cooperative Companies (Cooperatives) for Agricultural Cooperative
Companies (Cooperatives), which can be classified as a system changing measure—was rated as
promoting the development of cooperation, as five out of six experts. One of six experts (E2) indicated
that this measure neither promotes nor hinders the development of cooperatives. According to
the experts, not every established cooperative meets the classic definition and characteristics of a
cooperative. When granting state aid to agricultural cooperatives, selected agricultural cooperatives
must match the characteristics of the agricultural cooperative. On one hand, this approach may not
promote (or even hinder) the development of cooperatives, but, on the other hand, it can help to
purposefully identify and provide support to agricultural cooperatives.

In Lithuania, two policy measures are implemented, which can be classified as capacity building
policy measures. Both measures were assessed by three experts as promoting the development of
cooperatives, while three experts (E1, E2, and E8) noted that these measures neither promote nor
hinder the development of cooperatives, as they do not target cooperatives exclusively. Experts who
assessed the capacity building measures as promoting the development of cooperatives (E4-E6) note
that these measures have the potential to promote the development of cooperatives, depending on the
pro-activeness of participants of the process of cooperatives” development, the relevance of the topic
and the quality of training programs and the actual training process.

In Lithuania, the support for agricultural cooperatives is provided under 13 policy measures, M-F
(1) to M-F (13), which can be classified as financial incentives. All experts assessed 10 measures, M-F
(3) to M-F (6) and M-F (8-13), as promoting the development of co-operation. One expert (E5) assessed
that these three measures neither hinder nor promote the development of cooperatives. The expert
believes that the provisions of the Law on Income Tax, M-F (1), and the Law on the Real Estate Tax,
M-F (2), of the Republic of Lithuania do not correspond to the essence of the agricultural cooperatives.
According to the classic definition of agricultural cooperatives, cooperatives do not engage in the
production of agricultural products, but create added value through joint processing and sales of
agricultural products and so on. The Law on Income Tax, M-F (1), provides a preferential tax on profits
when, over the tax period, more than 50 percent of the income comes from agricultural activities,
that is to say, the production of agricultural products. Such a provision promotes the concentration
of agricultural production in cooperatives, but not the development of their activities according to
their actual purpose. According to the opinion of the expert, the application of the reduced profit tax
can be applied to those cooperatives which have more than 50% of the profits turnover consisting of
purchases of goods and services of cooperative members from a cooperative and sales of agricultural
products to a cooperative (Table 3).
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Table 3. Distribution of experts according to the assessment of the impact of policy measures
implemented in Lithuania on the development of cooperatives.

Expert Evaluation Share of Experts Stating
Code of the Measure A Measure Promotes A Measure Has That a Measure Promotes
Cooperation Uncertain Effect Cooperation (%)

Mandates—rules regulating the activities of groups/organisations

M-1(1) E1, E4, E5, E6 E2, E8 66.7

System changing—giving priorities to groups organisations with an aim to change the system of delivery of
public goods and services

M-S (1) E1, E4, E5, E6, E8 E2 83.3
Capacity building—investing into the intellectual and human resources
M-G (1) E4, E5, E6 El, E2, E8 50.0
M-G (2) E4, E5, E6 E1, E2, E8 50.0
Financial incentives—provision of financial support for implementation of some defined actions
M-F (1) El, E2, E4, E6, E8 E5 83.3
M-F (2) E1, E2, E4, E6, E8 E5 83.3
M-F (3) E1, E2, E4, E5, E6, ES 100
M-F (4) E1, E2, E4, E5, E6, E8 100
M-F (5) E1, E2, E4, E5, E6, E8 100
M-F (6) El, E2, E4, E5, E6, E8 100
M-F (7) El, E2, E4, E6, E8 E5 83.3
M-F (8) E1, E2, E4, E5, E6, E8 100
M-F (9) El, E2, E4, E5, E6, E8 100
M-F (10) E1, E2, E4, E5, E6, E8 100
M-F (11) E1, E2, E4, E5, E6, E8 100
M-F (12) E1, E2, E4, E5, E6, E8 100
M-F (13) E1, E2, E4, E5, E6, E8 100

The six experts participated in the survey: E1 and E2 are representatives of the Cooperation Department of the
Ministry of Agriculture of the Republic of Lithuania; E4-E6—representatives of higher agricultural education and
training institutions; E8—representative of the Department of Cooperation and Law of the Agricultural Chamber
of the Republic of Lithuania. Experts assessed separately the impact of each of the 17 policy measures on the
development of cooperatives in Lithuania, in terms of whether the measure promotes, hinders or neither promotes
nor hinders the development of cooperatives. Source: prepared by authors based on the information provided
by experts.

None of the experts noted that any of the policy measures implemented in Lithuania to promote
the development of cooperatives actually hinders the process of the development of cooperatives. In
order to promote the development of cooperatives in the agricultural sector, experts with codes E5, E6
and E8 suggested expanding the list of existing policy measures. According to the experts, in Lithuania,
cooperation in the agricultural sector is associated only with one organisational form—cooperatives.
Their activities are legally regulated, and there is a system established to promote the activities of
cooperatives; however, other forms of cooperation, which farmers may understand better and apply
more often are neglected. According to the expert, it is important to have a legal base and support
system for different forms of cooperation in the agricultural sector. Expert E8 suggested exempting the
services provided by the cooperatives to their members from the value added taxes and providing
support for the employment opportunities within the cooperative.

The E5 expert was more sceptical about the policy of promotion of agricultural cooperatives, as
implemented in Lithuania. According to the expert, the external conditions of agricultural business,
especially in the higher supply chains, are unfavourable for the development of cooperatives and



Sustainability 2019, 11, 3769 11 of 15

therefore the policy of supporting agricultural cooperatives must be more segmented and targeted to
those sectors where business external factors create lower barriers to the development of cooperatives.
The expert E4 believes that farmers do not benefit from a plethora of policy measures, as the support is
often channelled into insignificant, short-term projects, and therefore does not contribute to long-term
value creation and does not improve or only slightly improves farmers” welfare. In the opinion of
the expert, some cooperatives are being established only with the purpose to benefit from support.
According to the E8 expert, the policy of supporting agricultural cooperatives in Lithuania could be
more pro-active, more focused on providing support for leaders of the cooperatives” development
process, and proving support for administration of the cooperatives at the beginning of their activities.

In the opinion of all the experts who participated in the survey, support measures for the
development of agricultural cooperatives should continue being implemented. In the opinion of
expert E1, cooperatives should be allowed to carry out their activities and receive support, but should
not be given priority above other entities. According to the E5 expert, state support for agricultural
cooperatives should primarily be directed towards the enhancing of the competitive power of small
and medium-sized farms in the market, and reducing the risk of joint operations and joint management
by systematically assessing the external and internal factors that have a critical impact on business.

Even though Cholupkova et al. [69] already acknowledged that social capital plays a crucial role
in the establishment and operation of agricultural cooperatives, our study shows some misalignment
among desirable and actual effects of the cooperation support policies in Lithuania in this regard. More
specifically, the current public support measures aim at promoting internal social capital (e.g., training
activities of the members of cooperatives), yet the inclusion of the external social capital into the
activities of the cooperatives is not being supported. In order to further develop cooperation activities
in Lithuania, the cooperatives should be allowed for a more versatile use of the support funds.

Lithuania is distinct from the other EU Member States in terms of the mix of the public policy
measures for promoting agricultural cooperation. Specifically, Table 3 listed 17 measures with 13
of them being financial ones. Indeed, the opposite is observed for such countries as Poland [70],
Belgium [71], France [72], Germany [73], or Austria [74], where institutional measures prevail. Thus,
this finding once again confirms that Lithuania is required to pay more attention for improvement
of the institutional setting in order to improve the effective agricultural cooperation activities. The
improved institutional setting should correspond to the principles of network society.

6. Conclusions

Lithuania is lagging behind in comparison with other European Union countries in terms of
agricultural entities cooperation. In addition, much of the earlier literature focuses on the operation
of the cooperatives rather than the establishment thereof. This paper attempted to shed light on the
major factors affecting creation and operation of the agricultural cooperatives. The limited use of
financial incentives provided to cooperatives by Government is being observed along with a relatively
high number of financial policy measures implemented by the Lithuanian government to support
cooperatives. This suggests that certain financial measures are not effective. This can be explained
by a number of factors, including the lack of knowledge of cooperatives on policy measures and the
objectives of the operation of certain cooperatives.

According to the expert evaluation, policy measures implemented in Lithuania mostly promote
or have a neutral impact on the development of cooperatives. The impact of policy measures being
implemented in Lithuania to support cooperatives largely depends on the external conditions of
agribusiness development. The majority of policy measures, according to experts, have the potential to
stimulate the development of cooperatives, which is not fully used. In order to enhance the impact of
these policy measures on the development of cooperatives, it is necessary to pursue targeted policy
measures which would allow for supporting specific segments of the agricultural markets.

The major issue identified during the expert survey is that the institutional environment focuses
on the traditional concept of the cooperatives, which is related to a formal institution of a legal entity.
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Furthermore, production activities are supported in most instances. These premises are typical for
traditional modes of production, yet are not relevant for the modern economy involving sharing
economics and outsourcing. In addition, a high concentration in the downstream markets precludes
production-oriented cooperatives from meeting their objectives. Thus, the cooperation support policy
in Lithuania should aim at supporting less formal groups of farmers and seek to correspond to the
bottom-up approach.

The present paper embarked on the analysis of the aggregate statistical data and qualitative
analysis based on the expert survey. However, further research could aim to identify the patterns of
farmers and farmers’ organisations inclined for cooperation [75-77].
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