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CHAPTER VI
AGRICULTURAL COOPERATIVE STRUCTURES 
IN THE PERSPECTIVE THE NEW CAP 
IN ROMANIA 2014-2020

Maria Magdalena TUREK RAHOVEANU, Adrian TUREK RAHOVEANU

ABSTRACT
In the current period, there are a number of structural changes in the 

Western agribusiness, in all its components, dominated by increased retail 
sales of food, increasing quantities of food at the expense of traditional in-
dustrial supply system effects, storage and transport. 

Food system evolves subject to factors such as quality of agricultural 
production, its level of intensity, rural development, environment and food 
safety issues.

The current food system relies on proper functioning, organization and 
size of family farms. Even though the average size of family farms is increas-
ing, concerns are growing larger on weakening their market power phasing 
out of non-agricultural components of the agri-food sector.78 Hence, the re-
sults tend to self-sufficiency of the family farms and constraints on their abili-
ty to achieve large. Even if technological advances allow volume expansion 
of manufacturing activities that can be performed by a family, the need to 
preserve family organization prevents structural changes in the system.

Growing gap between the size of family farms upstream and down-
stream trading partners dictate the expanding need for inter-sectoral co-
ordination in the agri-food sector and therefore improves the potential role 
that can be played by cooperatives.

However, coordination in the agri-food sector can be achieved by 
means of both cooperative and non-cooperation: market contracts, speci-
fications, production management contracts, insurance resource providing 
contracts, pricing, marketing channels, and agricultural cooperatives.

On the other hand, agricultural cooperatives are exposed to more in-
tense competition and capital requirements are increasing. To take full ad-
vantage of this power, they need to adopt organizational strategies that 
allow them to be flexible and respond to members’ needs, while ensur-
ing access to needed capital. These strategies often can lead to the emer-
gence of new patterns of cooperation that look increasingly different from 
traditional patterns of cooperation and increasingly investors like compa-
nies.

KEY WORDS: agricultural cooperatives, agri-food sector, farms, prod-
uct chain

78 Heffernan, W. (1999): Consolidation in the Food and Agriculture System, Re-
port to the National Farmers Union
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INTRODUCTION
In this paper we want to achieve in terms of development of Romanian 

agri-food sector, from the role of family farms, their potential association and 
cooperation in 2014-2020.

Common Agricultural Policy by the European Agricultural Fund for Rural 
Development (EAFRD), the European Regional Development Fund (ERDF) 
and European Social Fund (ESF), to take steps to encourage economic diversi-
fi cation in rural areas and improve the quality of rural life .

Important reforms of the CAP occurred in recent years especially in 2003 
and 2008 were applied in order to make the agricultural sector more market-
oriented. The 2003 reform introduced a new system of direct payments, known 
as the Single Payment Scheme, the aid was not linked to production (decou-
pling) and the single payment scheme intended to guarantee farmers more sta-
ble incomes. Farmers could decide what to produce allowing them to adapt 
production to demand.

In 2008, they made changes to the CAP, based on the 2003 reform package, 
so any help would be decoupled agricultural sector by 2012. European Com-
mission presented a Communication on “The CAP towards 2020 the food, nat-
ural resources and territorial challenges of the future” which present options 
for the future CAP, in consultation with other European institutions and stake-
holders. This was followed in October 2011 by a set of legislative proposals 
relating to: direct payments and rural development support, aids and refunds; 
support to vine, the common organization of agricultural markets and fi nanc-
ing, management and monitoring of the CAP. These proposals are designed to 
ensure that CAP is effective in ensuring a competitive and sustainable agricul-
tural sector, while encouraging the vitality of rural areas, this latest series of re-
forms to be in place by early 2014. 

The starting point of our research approach is to assess the impact of the 
implementation of measures fi nanced by the RDP 2007-2013 the economic di-
mensions of farms and their potential for development in the next period. 

In the period 2007-2013, the National Rural Development Programme 
included a measure of potential success, as shown by the number of con-
tracts is measured 112 “Setting up of young farmers”. Total volume of in-
vestments was 38,042.501 thousand Euro, which represents 9.41% of the tar-
get of 404,256.166 thousand Euro and payments were worth thousands Euro 
66,827.489 (61,994.874 thousand euros represents payments EAFRD) repre-
senting 20.14% of the allocation. By the end of 2012 were held seven sessions 
during which the submission of projects was submitted 22,494 public projects 
worth 630,074.066 thousand euros. Of the 22,494 submitted projects were se-
lected following the Selection Committee meeting 13,446 projects, of which 
12,719 were contracted projects (number refl ects contracts remaining operat-
ing system due to canceled contracts) and 94.5% of the RDP target of 13,631 
projects with a total investment volume of EUR 223,252.600 thousand euros 
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(55% of the RDP target of 404,256.166 thousand Euro). The graph and table 
below presents the projects submitted and funded as 112 in 2008-2012.

Table 6.1. Status of projects funded by the RDP session deposited in 2013

M
ea

su
re Projects submitted Selected projects Contract/Grant Deci-

sion concluded Payments

No. Public value
(EUR) No. Public Value 

(EUR) No. Public value
(EUR)

Public Value 
(EUR)

112 22.494 630,074,066 13,446 339,118,514 12,719 317,686,035 223,252,618
121 8154 3,008,189,083 2,378 971,622,667 1,955 726,186,945 463,514,442

Source: Ministry of Agriculture and Rural Development, Status of projects submit-
ted by RDP.

Figure 6.1. Evolution of the projects submitted and funded as 112, 2008-2012.

Source: Ministry of Agriculture and Rural Development, Status of projects submit-
ted by RDP

The ultimate objective of this measure, improve and increase the competi-
tiveness of the agricultural sector by helping young people and supporting the 
modernization and compliance with the requirements for environmental pro-
tection, hygiene and animal welfare, workplace safety, and improving farm 
management by renewing generation their heads without increasing the active 
population employed in agriculture.

Family farms established by 112, the farmer has complete knowledge of 
technology, management and marketing, which it constantly refreshes the pur-
pose of engaging in activities complete, competitive and profi table.

The young farmer (are encouraged women under 40 years) can engage em-
ployees in peak periods of the year (e.g. fi eld work). If the size is larger farm 
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may employ 1-2 employees, (e.g. works with low-tech, which requires a great 
deal of work and managing transport feed or manure volume).

Farmer is mandatory member of professional associations and part of the 
structure of one or of several cooperatives, which provide its upstream factors 
producâiei animal and its capitalization. In these circumstances the farmer re-
mains the absolute owner of his means of production (land, livestock, farm ma-
chinery and equipment) and the products of his labor. The size of their holdings 
(greater than that of semi-subsistence) and age-specifi c dynamic, young farm-
ers install new holdings can follow both individual market integration path, or 
become members of producer groups.

To note here is how a fi rm founded by 112 could be achieved effectively in-
creased economic dimensions to develop power in a market increasingly uncertain.

An important consequence is that the resulting family farms size produc-
tion units in agriculture are limited by the size of the family.

This limitation derives directly from the diffi culties mentioned above, 
the supervision and monitoring as minimizing the use of hired farm labor in 
farm size implies a constraint that can be controlled by a family. It is therefore 
known family farms tend to perform an activity in small, leading to a weak un-
derlying hierarchical organization of agriculture.79

Interesting here how they could achieve the organization of work, any con-
straints on the social division of family agriculture. 

This reasoning is based on the inability of the organization to reduce the 
cost of family labor supervisory employee who is particularly acute in agricul-
ture, for the following reasons:

1) Workers activities, technological reasons, can not be controlled and 
therefore can not be effectively monitored,

2) Production results are inherently uncertain due to unpredictable natural 
phenomen, and therefore are not clearly related to the efforts of the workers, 
which mean that they can not be held accountable for their work.

The overall objective of Measure 121 “Modernization of agricultural 
holdings”, aimed at increasing the competitiveness of the agricultural sector 
through a better use of human resources and production factors. Within Those 
measures were supported investment in machinery and quipment performance 
against current agricultural structure and agricultural buildings adapting in-
vestments to meet EU standards and competitiveness of agricultural holdings. 
During the reporting period (year 2012), 284 projects were contracted (number 
refl ects contractile remaining operating system due to canceled contracts) and 
0.64% compared to the target of 44,458 projects.

The value of contracted projects is 130,026.535 thousand euros, represent-
ing 11.31% of the amount allocated. Total volume of investments is 328,923.541 

79 Johnson, N., Ruttan, V. (1994): Why Does Farms So Small?, World Develop-
ment, vol. 22(5), pp. 691-706
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thousand euros, representing 15.02% of the target of 2,190,191.612 thousand 
Euro and payments were made worth 83,659.897 thousand Euro (76,412.077 
thousand Euro EAFRD), representing 7.28% of the allocation.

Figure 6.2. Evolution of the projects submitted and funded as 121, 
in the period 2008-2012.

Source: Ministry of Agriculture and Rural Development, Status of projects submit-
ted by National Rural Development Program

In the period 2008-2013, of the 7,224 projects submitted were selected fol-
lowing the Selection Committee meeting 2,378 projects, of which 2,012 were 
contracted projects (number refl ects contracts remaining operating system due 
to canceled contracts) and 4.53% of the National Rural Development Program 
target of 44,458 projects with a total investment volume of 1,866,877.630 
thousand Euro (85.24% of the National Rural Development Program target of 
2,190,191.612 thousand Euro) and contracted with a public 766,497.796 thou-
sand euros.

By the 2012 approved projects were supported:
− 144 semi-subsistence farms, that which represents 0.69% of the target 

set in the National Rural Development Program. In the economic crisis, 
diffi cult access to credit for small farmers caused a few semi-subsist-
ence farms that have received support to access measure 121, although 
since 2011 for 141 benefi ciaries of the measure that aims to achieve in-
vestment through measure 121 was approved a separate allocation);

− 1,783 holdings of members associative forms, representing 26.73% of 
the 6,670 target set in National Rural Development Program holdings;

− 81 holdings of associative forms, representing 12.09% of the target of 
670 set in National Rural Development Program holdings;

− 239 farms that produce and use renewable energy which is 53.71% of 
the RDP target of 445 farms.
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This negative phenomena can be explained in the context of economic and 
fi nancial diffi culties in which is found the national economy, especially agri-
culture productive. To initiate and develop investments that contribute to em-
ployment and economic resources and material exploitation of the rural area, a 
number of local farmers face real diffi culties in accessing both, but especially 
the exposure refund / credit conducted. Rising costs charged by fi nancial insti-
tutions for credit and collateral value diminishing due to these loans, customers 
are placed in extreme diffi culty, that anticipated funding required to repay or to 
bring additional guarantees to the initial continued funding support and run.

Moreover, priority funding had other economic sectors at the expense of 
agriculture, coupled with the decrease mistrust in lending to agriculture. 

Since the absorption of European funds depends heavily on expanding 
number of potential benefi ciaries by making a large number of semi-subsist-
ence farms into productive farms-commercial nature, by:

− boost crop production and animal 
− by supporting micro-level entrepreneurs with fi nancing projects for both 

the investment and support for the current business expenses costs; 
− measures to encourage and support the acquisition of agricultural land 

for the growth of land run / farm, is necessary to extend and supplement 
sources of funding, especially for start-ups and family farms, with ap-
propriate credit instruments is required for current business and startup 
investment microfarm activities.

Also, given that the private benefi ciaries of unfunded investment loans 
from National Rural Development Program can benefi t from guarantees for 
guarantee funds governed by the laws in force, and may not use such fi nancing 
solutions on the Romanian market offered by credit institutions are required 
legislative amendments to ensure adequate national funds schemes being im-
plemented.

Given the negative consequences that may arise if the situation described 
would lead not regulate the maintenance of large and important agricultural 
land fallow, agricultural production for self-consumption of cantitativşi poor 
quality, unable to generate sustainable income for the modernization of ru-
ral areas would yield a high rate of unemployment and non-collection of huge 
sums of money with which operators / viable economic agents could contrib-
ute decisively to the consolidated budget. We believe that an immediate priori-
ty support given to farmers susţinereaşi its monitoring programs specifi c fi nan-
cial and economic projects, created and supported nationally by the concern of 
state institutions that aim to eliminate tax evasion in the agricultural fi eld for 
producers and traders , pursuing sound growth and fair local producers.

Understanding cooperative business culture is a prerequisite for the for-
mation of a cooperative start-up success depends on understanding cooper-
ative values and principles that will make the company different from other 
companies. Forming a cooperative should not depend on the knowledge of a 
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few individuals. The training process should involve cooperative education of 
all stakeholders to ensure that co-operative values and principles are truly un-
derstood. 

The educational process should cover also the mutual obligations of 
members and co-operative. After forming the cooperative, a continuing ed-
ucation program, cooperation could develop and understanding, accept-
ance values, principles by new members, managers and employees. With-
out such a plan, the cooperative identity will remain only with those who 
have formed. 

In Romania, the National Rural Development Programme (RDP) in 2007-
2013 included two measures with a direct effect on restructuring and consol-
idation of holdings, the proposed European regulation for rural development 
in an attempt to speed up structural transformation of agriculture of the new 
Member States (adhering after 2004).

It is transitional measures 141 “Support for semi-subsistence farms” and 
142 “Setting up of producer groups”, designed to accelerate the integration of 
the market for smaller farms, resulting from the restructuring of the agricultur-
al sector in former socialist countries.

By far 141 subsistence farms were supported to restructure individual, 
based on a development plan that requires better market integration, as long 
as the measure 142 are granted for a collective activity of market integration 
through joint marketing products. The two paths of evolution can remain sep-
arate, but can also combine: theory, it is desirable that the benefi ciaries of sup-
port for semi-subsistence farms to be members of a producer group, thus in-
creasing the chances of a stable presence in the market.

During the reporting period (year 2012) 13,525 projects were contracted 
17.76% respectively compared with the target of RDP 76,172 projects. Pub-
lic value of contracted projects is 101,437.500 thousand euros, representing 
21.65% of the amount allocated. Payments were made representing 12.03% 
of the allocation.

Of the 88,846 submitted projects were selected 48,512 projects, of which 
46,958 were contracted projects (number refl ects funding decisions were made 
after funding decisions have stopped for various reasons and for which pay-
ments were fectuat) or 61.65% of the target RDP 76,172 projects and public 
value of 353,282.959 thousand euros.

Regarding the distribution of approved projects by the physical size of the 
holding, the situation is as follows:

− holds the largest share category "Size <5 ha" (71.97% of all projects ap-
proved for this measure) with 33,797 approved projects and public val-
ue of 254,299.500 thousand Euro;

− Category "5 ha ≤ size <10 ha" accounts for 19.46% of all projects ap-
proved for this measure, with 9,140 approved projects and public value 
of 68,680.459 thousand Euro;
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− Category "size ≥ 10 ha" accounts for 8.56% of all projects approved for 
this measure, with 4,021 approved projects and public value 30,303.000 
thousand Euro.

Figure 6.3. Distribution abrobate projects as 141, according to farm size.

Source: Ministry of Agriculture and Rural Development, Status of projects submit-
ted by RDP

This positive intention of the authorities implemented by defi ning the mech-
anism of selection of benefi ciaries of the measure 141, had generally benefi -
cial effects in practice (many benefi ciaries are members of associative forms), 
but below expectations in terms of quality. Today, most associations are pro-
fessional representation and not commercial. If the measure 142, where there 
is no selection procedure is provided explicitly that both members and group 
projects may submit other measures.

The Measure 141 “Support for semi-subsistence farms” is supported farms 
whose production is primarily intended for their own consumption and also 
market some production, the restructuring of production in the sense of great-
er market integration.

Given the farm structure survey data from 2007, in Romania this would be 
very required. If the total of 3.9 million agricultural holdings registered in Ro-
mania in 2007 (farm structure survey), exclude the approximately three mil-
lion subsistence farms considered strictly by Eurostat (farms with an econom-
ic size of less than 1 ESU) remain of interest to agricultural policies 866000 
holdings. Of these, however, 63% producing mainly for own consumption and 
35% producing mainly for direct sales (which usually are not recorded), which 
means that selling mainly formalized (the bill) is practiced only about 2% of 
holdings of more than 1 ESU (generally those with legal personality).

In Romania, remains relevant diffi culty fi nding a viable formula for the im-
plementation of Measure 141, which would have long-term positive effects, 
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namely the obligation to register as sole benefi ciaries (PFA). It is clear that 
this recording opportunity with invoices proving marketed production growth, 
but the commercial behavior of these farms, PFA (minority all small farms) are 
in contradiction with mainstream practices (sometimes imposed by interme-
diaries) and support 1,500 Euro per year could not offset the diffi culties they 
may face in marketing freelancers production.

However, it remains far claimed 141: number of benefi ciaries increased 
from about 16,000 in late 2010 to about 46,000 in June 2012. Among the ben-
efi ciaries of 2010, 76% were holdings under 5 ha, 15% of farms between 5 
and 10 ha, and 9% holdings over 10 ha, and hence there is an interest of small 
farms to market integration, and with this and to strengthen the farm.

Since the association of agricultural production has remained somewhat 
limited to the consolidation of entities created in the early ‘90s (General Ag-
ricultural Census of 2010 recorded 1,390 farms yet organized as corporations 
or agricultural associations, operating a total of about 550,000 ha), attempts 
concentration of supply by producers association for joint marketing produc-
tion continued with the support of the SAPARD program and continue with the 
measure 142 RDP. 

The general objective of the measure 142 “Setting up producer groups” 
aimed at increasing the competitiveness of primary agricultural and forestry 
by developing a balanced relationship between producers and the processing 
and marketing sectors and adapting production in terms of quality and quanti-
ty to the consumers.

Setting up producer groups, their organization and operation, aims lead to 
adaptation of production to market requirements, ensuring joint marketing of 
products, including preparation for sale, centralization of sales and wholesale 
distribution of products, adding value to the common output and better eco-
nomic management of resources and results, establishing common rules re-
garding information on production, particularly with respect to quantity, qual-
ity and type of offer, paying special attention to products obtained in adequate 
quantities for manufacturing and marketing network.80 

The results are still below expectations, and understanding the causes that 
hinder the development of producer groups can help the new rural develop-
ment program for 2014-2020.

At the end of 2010 were backed up by 142 only 14 producer groups, with 
801 members, specialized (6 units on fi eld crops, dairy 4 by 2, the grazing ani-
mals and two groups on broiler. By the end of 2011 the situation was stationary 
only 16 groups of producers were benefi ting from the measure 142, but in 2012 
several groups have made efforts to benefi t from the support provided by this 
measure (in June 2012 had signed contracts funding 35 producer groups).

80 Zugravu, A., Turek, M. (2013): Rural economic development, Lambert Aca-
demic Publishing
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Because of this situation can be explained in the context of current busi-
ness practices, where small producers generally produce for own consumption 
and sell their small surplus directly to the farm gate or in peasant markets, us-
ing certifi ed manufacturer (exempt from VAT), while producer groups must pay 
tax, which discourages associative forms.

Moreover, the latter also face unfair competition from imports market, 
quantities and prices at which goods are brought from abroad charges are of-
ten underestimated. On the other hand, modern distribution networks prefer to 
work with medium and large producers are able to satisfy the requirements of 
the specifi cations, especially on product quality and delivery deadlines.

In 2010, most countries more than half of farm managers have only practi-
cal experience. In 2010, the largest share of the farm manager only has prac-
tical experience (97%) was in Romania.

Training is a training measure or activity provided by a trainer or a training 
institution that aims primarily to acquire new skills related to farming or farm-
related activities directly saudezvoltarea and improvement of existing ones.

Support under measure 111, differs signifi cantly between Member States, 
the participant ranges from less than 50 Euro in Luxembourg and Estonia more 
than Euro 2,500 in Finland.

Vocational courses are usually clearly separated from active work. They 
show a high degree of organization (time, space and content) of a trainer or a 
training institution. The content is designed for a group of students (for exam-
ple, a curriculum any).

In Romania, the implementation of the measure 111 Training can be ex-
plained by contextual and institutional reasons that may have an infl uence on 
the different level of support for rural development. First agricultural context 
and specifi c needs (age and education level of farmers, agricultural intensity, 
productivity and land). Secondly the need to improve environmental skills of 
farmers and other operators can be met by the national / regional specifi c.

A farm structure survey data shows that the share of farm only practical ex-
perience decreases when increasing the size of holding: in 2010, 88% of man-
agers of small farms had only practical experience this share was 26% for large 
farms. 

Full agricultural training in relation to farm size shows that: the ratio of 
farm with the highest level of training full agricultural training was only 4% in 
small farms and 34% on large farms. For most European countries, the share of 
farm practical experience increases from younger generations to older genera-
tions, while the share of farm full level of training similar decreases.

The share of farm with the highest level of comprehensive training falls 
to the younger generations to older generations of heads of farms in Europe, 
promising a higher proportion of large farm managers educated in the near 
future. The share of EU farm managers – 28 (except Italy) with only practical 
experience is between 72% and 75% for generations under 35, 35-44 and 45-
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54 years, while this percentage is 80% for the 55-64 generation and 94% for 
the generation of 65.

The share of farm basic training as the highest level is higher for genera-
tion 45-54 years, with 17% less for the generation of 65 to 5%. In most coun-
tries, the share of farm full agricultural training decreases with age classes of 
farm manager.

Training, information and advice to farmers and other actors working in ru-
ral areas are important instruments foreseen in the EU rural development pol-
icy for the period 2007-2013 to achieve policy objectives. Evolution and spe-
cialization of agriculture requires, in fact, an appropriate level of technical and 
economic training, including expertise in new information technologies, ap-
propriate raising product quality, results of research and sustainable manage-
ment of natural resources, including the requirements for eco-compliance and 
application of production practices compatible with the maintenance and en-
hancement of the landscape and environment. 

Use of advisory services by farmers would also allow, and to help improve 
the sustainable management of their farms and adapt, improve and facilitate 
the overall performance of holdings by strengthening the human potential in 
agriculture and forestry.81

The great diversity of implementation between rural development pro-
grams shows that joint administration of rural development measures and al-
lows adaptation to the different conditions of EU agricultural and direction of 
the main issues of interest.82

PROSPECTS FOR RURAL AREAS IN ROMANIA
After accession Romania has crossed the stage where competition has forced 

local businesses to adapt to new standards of effi ciency and quality, or to leave 
the market. The international fi nancial crisis has left its mark on Romania, since 
the minimum values of GDP / capita, which show a large discrepancy compared 
to the European average. Thus, if in 2001 was only about 6.000 euros (compared 
to a European average of 20.000 euros) reach 2010 11.400 euros compared with 
24,400 euros in EU-27, i.e. a jump from 29% to almost 46%, although Romania 
is still the second lowest in the EU (after Bulgaria), this indicator.

If the early 2000s agriculture’s contribution to GDP (gross value added 
of agriculture, forestry and fi sheries in the total gross value added) was al-
most 15%, its evolution are currently on a downward curve for the fi rst time 
down under 10 % in 2005 and reaching a low of 6.5% in 2010. Although we 

81 Giurca, D., Luca, L. (2012): Strengthening farm, Publishing House, ISBN 978-
973-709-624-1.

82 Turek, M., Zugravu ,A. (2013): Agricultural cooperatives in rural development 
in Romania, Lambert Academic Publishing
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talk about convergence here, the share of agriculture is still double the average 
former communist countries that joined the EU in 2003 (NMS-8, including Po-
land and Hungary recorded 3.5% contribution of agriculture to the economy in 
2010) and even three times higher than the European average EU-27 (1.7%).

Figure 6.4. Evolution of GDP / capita in Romania, in the period 2000-2010.

Source: NIS, TEMPO database.

At the same time, it is obvious that a major diffi culty aspirations conver-
gence in terms of income workforce remains in agriculture, more oversized 
compared to EU standards. Although located in a mitigation process, employ-
ment in agriculture and forestry in 2010 represent approximately 19% of the 
total workforce, a huge gap to the EU-27 (4.7%) and even to the new Mem-
ber States (e.g. Poland 10.1%, Hungary 5.5%, Bulgaria 14.7%), not to mention 
countries such as France (2.6%), the UK (1.9%) and Germany (1.8%)

Table 6.2. Distribution of the average resident people 
in Romania between 2000-2012 (thousand persons)

Equality Area of 
residence

Year
2000 2005 2010 2011 2012

Male Urban 5938 5704 5644 5617 5594
Rural 5042 4857 4807 4806 4800

Female Urban 6359 6197 6174 6160 6143
Rural 5116 4999 4837 4830 4818

Source: www.insse.ro

The large number of people working in agricultural activities is a fi rst indica-
tion of low levels of labor productivity and disguised unemployment in the sector.
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For comparison, in 2001, the share of those working in agriculture and for-
estry in the civilian population of working age was 9.7% in Bulgaria, 6.1% in 
Hungary, 19% in Poland, and the average for the whole NMS-8 have value 
14%, while in the old members indicator was 4%. At the opposite pole is Ro-
mania (44.4%). Closing the gap and close to the average (about stagnant) old 
members were quickly made in the decade that followed, so that the farming 
population in 2010 to reach 9% in NMS-8.

The meaning of agricultural cooperatives – Social division of labor is 
based on the delegation of activities to specialized suppliers, and this delega-
tion is opposed by the impossibility of adequate supervision of hired labor and 
the need to preserve the autonomy and independence of farmers. Constrained 
social division of labor is manifested in two ways, each of which provides in-
centives for family farms to provide business services through cooperative or-
ganizations.

The fi rst disadvantage of small size family farms is unable to achieve ex-
ternal economies of scale discussed in the previous section. Although, ac-
cording to Johnson and Ruttan (1994),83 agricultural cooperatives, these sav-
ings could arise from cash savings or political distortions, they constitute a 
real source of reducing production costs and improving market access. How-
ever, these savings is limited by the size of the farm, which can be effi ciently 
managed by a family, a family size that can be reached, and the need to co-
ordinate parceled units represented by producers – owners. The second dis-
advantage is the fact that companies positions upstream and downstream of 
production fragmentation and farmers do not face diffi culties in monitoring 
and surveillance characteristic agriculture. They are usually organized hier-
archically.

Therefore, the upstream and downstream fi rms have signifi cantly larger 
dimensions than individual family farms. Historically, this has led to family 
farms tend to present a more competitive industry structure than the upstream 
and downstream fi rms in the agro – food, were placed at a disadvantage in 
terms of increasing their ability to negotiate up – and downstream trading part-
ners, on an equitable basis.

Competition between farmers can exert extreme downward pressure on 
prices, which may require individual owners to sell their land. Moreover, the 
disadvantage farmer is not only the danger of monopoly rates of up and down-
stream companies, but also in their lower ability to combat opportunistic be-
havior from these companies. As indicated by Hansmann (1996),84 farmers 
face signifi cant risks of their trading partners exercising opportunistic expro-

83 Johnson, N., Ruttan, V. (1994): Why Does Farms So Small?, World Develop-
ment, vol. 22(5), pp. 691-706

84 Hansmann, H. (1996): The Ownership of Enterprise, Cambridge: The Belknap 
Press of Harvard University Press
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priation of quasi-rents on their specifi c assets. The only alternative that is com-
patible with both small independent retention ownership and adequate econo-
mies of scale and market potential for survival is creating collective forms of 
government represented by agricultural cooperatives.

As suggested by the theory of social division of labor, agricultural cooper-
atives purpose is to allow the self – supply of goods and services economic ac-
tors whose delivery is excluded by constraints on the social division of labor. 
As the above discussion has shown, specifi c agricultural constraints on the so-
cial division of labor result in the dominant role of family agriculture suffer-
ing from reduced capacity to perform large scale business and reduced market 
power. The fi rst disadvantage of family farms, their inability to capture exter-
nal economies of scale, is overcome by cooperative machines, specialized co-
operatives, credit unions, and a variety of rural cooperatives that provide ben-
efi ts to rural households.

Such cooperatives are an extension of individual family farms, making 
it possible to combine the advantages of organizing family savings in large-
scale production of goods and services required. The second disadvantage of 
family farms, reduced market power compared to their trading partners up-
stream and downstream. These cooperatives also fail to capture the econo-
mies of scale of business organization maintaining economic and legal inde-
pendence of their members (which of course must fulfi ll their obligations to 
their cooperatives).

The previous discussion suggested that the cooperative economic organiza-
tion of agriculture is closely linked to family farms. This means that, as long as 
family farms continue their existence as players in the agri-food cooperatives 
are required to keep their core role.85

However, in order to achieve this, cooperatives may use a very diverse 
range of organizational strategies. The choice of specifi c strategies is crucial to 
the ongoing processes of structural change dramatically transform the organi-
zational structure of agri-food of western countries.

In the 1980s, West European cooperatives have entered a new era of busi-
ness environment unusually diffi cult and hostile continues to the present era. 
Major challenges facing stiff competition cooperatives then include strong 
food and agricultural conglomerate nature and lack of funding caused by dete-
rioration of the capital markets. These challenges are found a number of inter-
nal constraints, which became known as property rights issues, also known in-
centive problems of agricultural cooperatives.86

85 Valentinov, V. (2007): Why are Cooperatives Important in Agriculture? An Or-
ganizational Economics Perspective, Journal of Institutional Economics, vol. 
3(1), pp. 55-69.

86 Cook, M. L. (1995): The Future of U.S. Agricultural Cooperatives: A Neo-In-
stitutional Approach, American Journal of Agricultural Economics, vol. 77(5), 
pp. 1153-1159
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Because of these problems, agricultural cooperatives members are discour-
aged to invest in signifi cant capital87 and were unable to take effective collec-
tive decision.88 

These problems have led to many conversions of cooperation oriented in-
vestors and experimenting with new models of cooperation. Chaddad and 
Cook (2004)89 organized these models have limited traditional cooperation, on 
the one hand and cooperation oriented investor on the other hand. 

The authors argue that cooperation models can be distinguished by the way 
in which property rights are defi ned and assigned to the key stakeholders of 
the company. Between the polar forms of traditional agricultural cooperatives 
and investor-oriented fi rm, this identifi es fi ve nontraditional models of coop-
eration: proportional investment cooperative, cooperative investors States, we 
co-generation cooperatives with people seeking capital, and co-investor.90 A 
number of issues raised famous economists in the establishment and function-
ing of cooperatives. 

Property rights issues in agricultural cooperatives – A situation in which 
existing members or non-members can use as a resource for their individual 
benefi t, and property rights are not well established in a way that foster to bear 
the full costs of their actions and / or receive all the benefi ts generates. This sit-
uation is typical for cooperative members, open. A situation in which a mem-
ber’s residual net income generated by an asset is less than the length of pro-
ductive life of the asset 

Time horizon problem – Occurs with a long-term investment, there is a dis-
incentive for members of the cooperative, but shows revenue growth opportu-
nities. This problem is particularly severe in terms of investment in research 
and development, advertising and other intangible assets.

Problem portfolios – A situation in which cooperative members, the lack of 
transferability, liquidity, and assessment mechanisms for the exchange of re-
sidual claims are not able to adjust their asset portfolio to suit the cooperation 
of their personal risk preferences. In cooperative investment decision is “tied” 

87 Cook, M. L., Iliopoulos, C. (2000): Ill-Defi ned Property Rights in Collective 
Action: The Case of US Agricultural Cooperatives, in C. Menard (ed.) Institu-
tions, Contracts and Organizations: Perspectives from New Institutional Eco-
nomics, pp. 335-348, London, UK: Edward Elgar Publishing.

88 Iliopoulos, C., Hendrikse, G. W. J. (2009): Infl uence Costs in Agribusiness Co-
operatives: Evidence from Case Studies, International Studies of Management 
and Organization, vol. 39(4), pp. 60-80.

89 Chaddad, F., Cook, M. (2004): Understanding New Cooperative Models: An 
Ownership-Control Rights typology, Review of Agricultural Economics, vol. 
26(3), pp. 348-360.

90 Valentinov, V. (2009): Third Sector Organizations in Rural Development: a 
Transaction Cost Perspective, Agricultural and Food Science, vol. 18(1), pp. 
3-15.
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to the decision of patronage and therefore the investment point of view, mem-
ber’s suboptimal portfolios. As a result, members try to encourage cooperation 
makers to rearrange the cooperative investment portfolio, even if risk reduc-
tion means lower expected returns.

Control problem – A case of divergence of interests between the member-
ship and the board of directors and management. If the information provided 
and external pressures exerted on the capital market are presented in the coop-
erative and members on the Board of Directors may have/or experience in ex-
ercising effective control function, the cooperative works with a disability.

Infl uence costs problem – A situation in which members seek to infl uence 
the collective decisions to their advantage. Assets in all cooperatives are not 
transferable or tradable, members of the cooperative can not escape, remain 
with their option especially if decisions are taken collectively cooperatives.91

Parasitism derives from the appearance and manifestation of all the prob-
lems mentioned above. New Generation Cooperatives are closed membership 
cooperative that usually does not vary the number of members, but delivery 
rights are inter-changeable. In addition, the interrelation member – owners to 
acquire rights-based delivery expected patronage. 

Given these basic rules, you can create a secondary market delivery rights 
sold to new members, following approval by the cooperative. Delivery of the 
product itself is regulated by complex marketing contracts, which include also 
the evaluation of product quality.
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