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August 21, 2024 Virtual Learning Hour

RURAL DEVELOPMENT THROUGH COOPERATIVES: EXPERIENCE FROM
POLAND, UKRAINE, AND ZAMBIA

Responses to Questions Submitted following the Learning Hour:

[To Aneta/Poland] Thanks for the nice summary, Aneta. Working in Poland in the 1990s for a US
organization one of the constraints to profitability for famers' co-ops was that the law included
employees of as members. Thus, from the US perspective, the business was hindered. Has that
law been changed?

[Follow up from chat box] In Nicaragua we have the same constraints for co-ops. Although the
government makes big efforts to enhance it.

Aneta Suchon/Poland: After the political transformation in the 1990s, there were a lot of
agricultural production cooperatives in Poland, about 2,000. These were cooperatives established
in the socialist era, and the vast majority were liquidated in the 1990s. At present, there are about
600 such entities operating on market principles, achieving good results, and cooperators are
generally satisfied with their activities. They are generally recognized as good employers in rural
areas. However, there are still distinctive rules for performing work in this type of cooperative.
Namely, a member of the cooperative and his/her household have the right and duty to work in the
cooperative.

As it stands, this is generally a factor that encourages cooperatives to develop and continue for
generations to come. Currently there is a development of cooperatives of agricultural producers
running farms and engaged in the sale of crops from farms, joint purchase of inputs. In these
situations, agricultural producers do not work in a cooperative but supply farm crops from farms
and jointly sell or process them. Dairy cooperatives are a good example of a long tradition.
Currently, since Poland's accession to the European Union, there are agricultural producer groups.
Only a legal entity formed by agricultural producers can be entered in the register of groups, and
most often it is a cooperative.

See more open access: A. Suchon, Legal aspects of the organisation and operation of agricultural
co-operatives in Poland, Adam Mickiewicz University Law Books no 6, UAM, Poznan 2019
(amu.edu.pl);
https://press.amu.edu.pl/pub/media/productattach/s/u/suchon_the_legal _aspects_2019_ 2022_
oa_amup.pdf

[To Aneta Suchon/Poland]: ‘Social cooperatives’ sound like important type of work but are these
businesses? How do they sustain themselves?

Aneta Suchon: According to the Act on Social Cooperatives, the subject matter of activity of a
social cooperative is to run a joint enterprise based on personal work of its members and
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employees. A social cooperative works for the social and professional reintegration of its members
and employees.

It should be pointed out that social cooperatives are entities of the social economy. According to
the Social Economy Act of 5 August 2022, the term ‘social economy’ should be understood as
activities of entities for the benefit of local community in the field of social and professional
reintegration, creating jobs for people at risk of social exclusion and providing social services,
carried out in the form of economic activity, public benefit activity and other paid activities [Act of 5
August 2022 on social economy, JL item 1812].

Social cooperatives are often created with the participation of the municipality, which supports
activities of such entities. They carry out economic activities, e.g. in the field of gastronomy (e.g.
they run cafés, catering), food processing, agricultural activities, computer services, graphic
design and others. More than 1,500 entities are currently operating in Poland.

The Law on Social Cooperatives defines basic directions of activities such an entity undertakes.
Firstly, they should point to the social reintegration of its members and employees. This should be
understood as activities aimed at rebuilding or acquiring and maintaining the ability to participate
in the life of local community and perform social roles at the place of work, residence or stay,
including social rehabilitation of persons with disabilities. Secondly, activities serve the
professional reintegration of its members and employees, which should be understood as
activities aimed at acquiring new qualifications, competencies, knowledge and skills in order to
rebuild or acquire and maintain the ability to perform independent work on the labor market and
professional advancement, including professional rehabilitation of persons with disabilities.

There are entities helping to create social cooperatives, such as the Association for Social
Cooperatives in Poznan, which has existed since 2003. Its key task is to create new and support
existing social economy entities. During its activity it has actively supported the process of creating
friendly conditions for the operation of such entities. Social cooperatives can benefit from Polish
and EU funding and other facilities. For example, they do not pay court fees for either application
for entry in the National Court Register or for announcement in the official Monitor Sgdowy i
Gospodarczy. At the same time, they benefit from income tax exemptions and preferences.

See more: A. Suchon, Legal aspects of the organisation and operation of agricultural co-operatives
in Poland, Adam Mickiewicz University Law Books no 6, UAM, Poznan 2019 (amu.edu.pl)

https://press.amu.edu.pl/pub/media/productattach/s/u/suchon_the_legal _aspects_2019_ 2022_
oa_amup.pdf

[To Frank Bergh, NRECA]: Is Nicaragua in the radar of action of NRECA?
Frank Bergh: Not presently.

[To Doreen Bwalya/NRECA/Zambia]: Can you share more about the results of Gender and Social
Inclusion Assessment and related Gender strategy?

Doreen Bwalya: The GS| assessment showed that culture and cultural practices play a significant
role in people’s behavior and way of life and can be barriers to people accessing and using
electricity. Illiteracy, which in most project sites has a female face is also a significant challenge.
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The findings and the related gender strategy facilitate understanding of some of the GSl issues. It
also promotes gender-sensitive program implementation and development of an effective
communication strategy for the program.

[To all presenters]: History of cooperatives is long but complicated, with some of it not positive.
Question: do these negatives aspects of history still matter? in speakers' experience, does history
affect current perceptions, especially those of young people who may become future members?

Aneta Suchon/Poland: As far as post-socialist countries are concerned, for many years after the
transition there was a reluctance to form cooperatives. They were wrongly associated with the
socialist period, when cooperative principles were not respected. In countries such as the Czech
Republic, Slovakia, Romania or Ukraine, cooperatives are not developing as fast as in Western
European countries. In Poland the situation was similar, but cooperative education has been
deepened for a long time. The beginnings of cooperatives are highlighted, with reference to the
activities of Stanislaw Staszic, who founded the first pre-cooperative group in 1816.

Examples from other countries (France, Germany, Italy, USA and others) led to the development of
social cooperatives, cooperative groups of agricultural producers, farmers' cooperatives and
others in Poland. New laws have been passed, e.g. the Law on Social Cooperatives, the Law on
Farmers' Cooperatives, the definition of an energy cooperative and the rules for its establishment
and operation in the Law on Renewable Energy Sources. Cooperatives can benefit from tax
concessions and apply for financial support. In general, regulations are being expanded and new
cooperative entities are being created. The positive attitude of young people towards cooperatives
is changing. Student cooperatives in schools are also in operation.

See more: A. Suchon, Legal aspects of the organisation and operation of agricultural co-operatives
in Poland, Adam Mickiewicz University Law Books no 6, UAM, Poznan 2019 (amu.edu.pl)

https://press.amu.edu.pl/pub/media/productattach/s/u/suchon_the_legal _aspects_2019_ 2022_
oa_amup.pdf

Tomasz Marzec/Poland: Residents of Polish rural areas still associate cooperatives with the
communist system. It is a certain mental barrier. However, this applies to citizens who were aware
of the politic system before 1989; the generation of people 40 years old or younger approaches
cooperatives differently. They are more open to social economics and cooperative ideals -
especially democratic business management and linking membership to fair profit distribution.

[To Aneta Suchon/Poland]: You mention climate change as one of problems ag producers face in
Poland. Can you speak more about how these types of challenges are met in Poland?

The European Parliament resolution of 15 January 2020 on the European Green Deal stresses the
importance of European agriculture and its potential to contribute to climate action, a circular
economy and increased biodiversity, and to promote the sustainable use of renewable raw
materials and reduce greenhouse gas emissions from agriculture and land degradation.’ ‘Climate
neutrality’ is one of the current challenges. The EU's target is to reduce net greenhouse gas
emissions by at least 55% by 2030 compared to 1990 levels. Among the measures contributing to
the reduction of CO2 emissions is the development of renewable energy, carbon farming or
afforestation of agricultural land. For this reason, it is important for farmers to work together in the
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form of cooperatives, e.g. for energy and the development of RES (Renewable Energy Sources). The
association of agricultural producers will contribute to the objectives of the European Green Deal,
including the fight against climate change. For example, some cooperatives have already been
investing in renewable energy projects for many years. They are also involved in the circular
economy, reducing food waste and other waste. There is no doubt that, acting together, it is easier
to build a biogas plant, a wind power plant or put solar panels on buildings. They can contribute to
innovations in energy recovery from agricultural by-products, recycling, resource efficiency, reuse
of equipment and products, including through repair. Further implementation of renewable energy
investments is extremely important. Joint action of agricultural producers aims to facilitate the
introduction of soil conservation measures. As it has been highlighted, they are the primary means
of production in agriculture, so measures for their qualitative protection are extremely important.

The association of agricultural producers, especially in the form of cooperatives, can contribute to
the introduction of sustainable agriculture, which involves additional costs, such as the purchase
of precision agricultural machinery (precise application of plant protection products, fertilizers,
seeds) or a GPS system allowing the use of digital solutions in agriculture. Climate change causes
unfavorable weather events, e.g. drought, hurricanes, floods. This affects the high costs of
agricultural activities (irrigation, construction of retention facilities) and hinders food production in
all countries. An increasing problem is access to water, which is necessary for, among other things,
feeding livestock.

[To Tomasz Marzec/Poland]: How much do members save on costs when energy is provided by a
cooperative?

Tomasz Marzec: If the energy cooperative is well balanced (the efficiency of the renewable energy
sources -RES- installations in use is correlated with the energy demand of the cooperative
members) the savings of the cooperative members can be up to 100% of the cost of active energy
and significantly reduce the cost of distribution fees incurred by them. The most important
advantage of the Polish support system for energy cooperatives is the quantitative settlement of
energy produced with energy consumed. This means that (in simple terms) the cooperative
produces energy at the price of energy consumed. Of course, there remains the question of
financing the installation of RES, but public subsidy programs for community energy are available
in this regard. The key is to properly select the type, capacity and efficiency of the RES installation.

[To Andrew Bilochenko/Ukraine]: | know there are a lot of benefits to being a part of a
cooperative. However, you mentioned that a lot of farmers may not be aware of the benefits and
opportunities that are available to them. | am curious to know why that is and what those exact
benefits and opportunities are?

Andrew Bilochenko: Even before the full-scale military invasion of Ukraine by the Russian
Federation in 2022, there was not enough work done in rural Ukraine to inform small agricultural
producers about the benefits of establishing agricultural cooperatives. In our opinion, the
Ukrainian government has done little to support small farmers in general. There were virtually no
effective mechanisms to encourage small agricultural producers to form cooperatives.
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Instead, Ukrainian agricultural policy and agricultural markets were dominated by the interests of
large agricultural companies (so-called agroholdings). This was especially true for the markets of
export grain crops. Under almost all pre-war governments, support for small farmers was often
only declared. Instead, corruption remained an influential factor in the distribution of rather small
amounts of state support. Therefore, in practice, such support often went to large and medium-
sized agricultural companies.

In addition, attention should be paid to the impact of the heavy historical legacy of the Soviet era on
the mentality of Ukrainian peasants. The negative historical experience of the forced
collectivization of the 1930s in Ukraine (and its consequence, the Holodomor) has long been
imprinted in the memory of Ukrainian peasants and their descendants.

Such a negative historical legacy did not exist in Poland or other Central and Eastern European
countries. The fact is that the vast majority of farmers in Ukraine have identified and still identify
cooperatives with collective farms (so-called kolhozes), which were forcibly created and operated
under the socialist economic system of the former Soviet Union. This mentality is still difficult to
overcome. A lot of educational and informational work is needed.

Controversial agrarian reforms in independent Ukraine and frequent changes in cooperative
legislation also did not help to promote the cooperative movement. In particular, the new Law of
Ukraine ‘On Agricultural Cooperation’ (Law of Ukraine No. 819-1X of 21 July 2020) is considered by
many experts to be more progressive than the previous one. At the same time, it introduced too
many radical changes in a short period of time. For example, it actually required re-registration of
all agricultural cooperatives operating in the country by 21.07.20283. In the context of the war, this
was a significant challenge for farmers.

The main advantages of agricultural cooperatives that may become attractive to Ukrainian farmers
at this stage include democratic and transparent agricultural activities, increased profits, improved
quality of products and services, reduced costs for the purchase of raw materials, logistics,
expanded market for products (including the possibility of joint entry into export markets),
improved competition, legal support for agribusiness, socio-economic development of the micro-
region in which the members of the cooperative operate.

[To Andrew/Ukraine]: What can be done to counter ‘low mobilization of individual farmers to form
cooperatives’? are there examples of strategies used in rural areas that were effective?

Andrew Bilochenko: Of course, there have been positive examples of the spread of the
cooperative idea in rural areas and the application of appropriate strategies even during the full-
scale war in Ukraine.

As the practice of the pre-war period and the full-scale war in Ukraine shows, agricultural
cooperatives were actively created in those regions where there was an initiative group of at least a
few farmers. As a rule, they were also supported by third-party organizations (e.g., projects created
by USAID funds), which provided them with appropriate organizational and methodological, and
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sometimes financial, assistance.

According to experts who have participated in similar projects, any successful cooperative was
based on a well-chosen common goal. For example, this could have been joint export of products,
joint and mutually beneficial lease of agricultural machinery, and joint development of product
processing.

In addition, a successful newly established cooperative could immediately offer its members a
wide range of advisory services in land, legal and financial matters. It assisted farmers in obtaining
grants from international organizations (donors). And it often helped them navigate the
bureaucratic procedures for receiving state budgetary aid. In today's environment, farmers greatly
appreciate assistance in organizing harvest logistics and implementing projects for joint primary
processing of products.

Successful cooperatives help farmers find skilled labor, which is extremely valuable in times of war
in Ukraine. One good oilseed processing technologist, experienced agronomist or mechanic can
serve several small farms united in a cooperative.



