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Foreword

 Small-scale agriculture faces several problems all over the word. These forces 
producers to size up, so fewer and fewer people are cultivating more land. There are 
farmers in many countries around the world who have realised that they can overcome 
emerging problems if they cooperate. Cooperations can appear in many forms, but the 
most widespread is cooperative which has a stable legal background in most countries.

 In our present study first we would like to look at the most common forms of 
cooperation in agriculture, highlighting cooperatives. We do not aim to provide detailed 
knowledge as abundant literature is available on that field, but rather we want to give a 
general view to those interested. As in many Eastern European countries, farmers have 
low willingness to cooperate so we are trying to determine the reasons for this, based on 
the experience of those skilled in that field. In addition, it is our unconcealed intention 
to increase the willingness to cooperate, for which we are introducing „good practices” 
that serve as examples or can be the basis for new ideas. For conclusion we picture some 
recommendations that should be considered and taken into account for success before the 
concerned decide to start working together.

András Király

NAK Nonprofit Ltd.
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„Between the capitalism which is too much focusing on the profit making and the socialism 
which is not able to make profit, there is an operable form: the cooperative.”

Earl Sándor Károlyi (1831-1906), the father of the Hungarian cooperative movement

The formation of the cooperative movement:

The history of the cooperation dates back to the Middle Ages, as that time in different 
parts of Europe had also been established such cooperations which was called to life 
by the same interests of the members. The best known form of them was the guild. 
The guilds were however the mutual defence groups of a narrower industrialist group, 
yet togetherness, solidarity, unity was the main essence of them and that was beyond 
professional tasks manifested also in carrying out of other activities, such as maintenance 
and protection of the city walls, bastions, or take care about altars of churches, care about 
elderly or sick members.

The organization founded in 1844 in Rochdale is regarded as the first cooperative (or 
co-operative as well). In this organisation the main target was not profit making, but 
the mutual help of the members and the coordination of the joint work. The founders 
laid down the Rochdale principles according to which they ran their cooperative. These 
principles formed the basis of modern cooperative movement as well. From this time 
cooperatives were massively established in whole Europe and North-America.

In 1934 London, the International Co-operative Alliance accepted seven principles, the 
so called Rochdale principles, based on which it can be decided about an organization if 
it is a cooperative or not.

In 1937, another congress was held in Paris where mandatory and facultative principles 
have been defined. As mandatory principles were defined: open membership, democratic 
member control, refund in proportion to the purchase, the principle of limited capital 
interest. Facultative principles were: political and religious neutrality, for cash sales, the 
cooperative training, the principle of voluntary cooperation and the principle of market 
sales.

On the 1966 Congress in Vienna two new principles were accepted: the principle of 
provision of common services and the international cooperation between cooperatives.

On the cooperatives conference held in Manchester 1995, there were summarized and 
reformulated the principles laid down from the foundation of the first cooperative, and 
also was formulated the definition of a cooperative.

Chapter 1:  
Summary of the history 
of cooperation between 

farmers in Europe and the 
current situation
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special needs. In 1858, more than 30 credit-associations were working in Germany. The 
establishment of credit unions working in villages adapted to agriculture and rural life 
is bound to the name of Friedrich Wilhelm Raiffeisen. The first Raiffeisen cooperative 
was found in 1862 in Anhausen, and in 1871, there were 77 credit cooperatives working 
in the Rhine region founded by Raiffeisen. In the case of both types, shortly Central 
Cooperative Banks were established for coordinating the base cooperatives’ financing.

Another large group of cooperatives plays a prominent role in the EU Member States’ 
food industry: the purchasing, consumption, sales and processing cooperatives.

One of the best examples for the purchasing, sales and processing cooperatives is the 
development of the Danish cooperative model. In Denmark in the last decade of the XIX 
century to protect the interests of the farmers there were agricultural associations formed, 
in which mainly prevailed the interests of big farmers, the interests of small farmers did 
not really. The spread of cooperatives making the Danish agriculture word famous was 
prepared by the folk high school movement initiated by bishop Gruntwig. Based on this 
movement, cooperative movement requiring high level community commitment could be 
started.

 The cooperatives were the guarantees of profitable operation of small farms. The aim of 
establishment of cooperatives was primarily the joint purchase of materials necessary for 
production, the joint processing of products and sale. The establishment and development 
of viable cooperatives allowed the Danish agricultural products to enter the British market 
that was enclosed that time.

The start of the Danish cooperative movement is linked to the milk processing and sale. 
The dairy cooperative membership had a condition that the producer ought to hand over 
all the milk over his own needs to the cooperative for ten years. The membership could 
be renewed after ten years. The required capital completely credit from the local savings 
bank for also ten years. Members of the cooperatives were completely and severally liable 
to the cooperative’s assets and also for the loans. A very important factor of the effective 
functioning of cooperatives was that they have pursued for the very best professionals 
to apply from the beginning. A part of the profits spent on development in general, and 
there was a reserve, and the rest is divided up between the members, in proportion to the 
amount of milk delivered. The potential losses were also borne by the members in the 
same proportion.

As the dairy cooperatives were successful, another group of Danish farmers –the bacon 
pig breeders- also established cooperatives for common processing of their product, 
based on the model of dairy cooperatives. The bacon cooperatives established factories 
for processing the pigs. In some cases, meat factory has refused to take over the pigs 
referring to sales difficulties, despite of farmers were obliged to sell their animals to the 

The seven principles:

• Voluntary and open membership

• Democratic member control

• Members economic participation

• Autonomy and independence

• Education, training and information

• Cooperation among Cooperatives

• Concern for community

Six Cooperative values:

• Self-help

• Equality

• Self-responsibility

• Democracy

• Equity

• Solidarity

Definition of the cooperative: „A co-operative is an autonomous association of persons 
united voluntarily to meet their common economic, social, and cultural needs and 
aspirations through a jointly-owned and democratically-controlled enterprise.”

The main types of cooperatives and similar economic cooperation forms in Europe

Cooperatives originally were established to help farmers and artisans.

Considering their number and membership credit cooperatives and cooperative banks 
are the most widespread forms of cooperatives all over the world. The roots of cooperative 
banks are dated back to the mutual credit association established by Schulze-Delitzsch 
in 1850 in Germany. Similar to founding other mutual credit associations, the aim of 
it’s establishment was also to help the activity of artisans and retailers and to meet their 
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control of the Cooperative Union and Wholesale Society. In the middle of the 1980s, 
organizational structure was no more suitable to control the varied activities, so business 
and service units have been created, which are managing the companies, and the Society 
is working for business policy, strategical and asset management body.

In the agricultural sector in many European countries various production and service 
cooperatives are playing a decisive role. 

In France, first agricultural cooperatives were established in the second half of the 
XIX. century. In the history of the movement, the 1906. year Rault act was an especially 
important point, which defined the basic principals of cooperation, and also made it 
possible for cooperatives to apply for state funding. The cooperatives now represent 
a dominant share of the French food industry, coordinate the supply of raw materials, 
processing, and also sales. 

A common form of agricultural cooperatives is the agricultural machine use cooperatives. 
The first agricultural machine use cooperatives (Coopératives d’ Utilisation de Matériel 
Agricole – CUMA) were found after the World War II., during the Marshall Plan, after 
the 1947 year Cooperation Act. The efforts made to increase and modernize agricultural 
production are helped to increase the number of such cooperatives, and this process is 
keeps going on nowadays. Their goal is the shared utilization of machines, equipment, 
buildings or services in order to improve profitability. The members could be natural or 
legal persons if their farm or head office is located on the working area of the cooperative. 
The minimum number of members is four, and there is no maximum limit. The use of 
the machines owned by the cooperative is organized by the cooperative’s management. 
The equipment purchase and operating costs are generally paid by the members, relied 
on the percentage of use, by seasonal or annual periods. In the machines’ working time 
unused by the members, the cooperative could offer services for outsiders, but this would 
be maximum 20% of its turnover. Cooperatives can make use of various tax incentives, 
training and investment subsidies. The individual cooperatives are concentrated in county, 
regional and national alliances. The average cooperative size is 18 members and every 
third French farmer is serviced by agricultural machine use cooperatives. The task and 
also an important advantage of machine use cooperatives are supplying farmers with 
modern machinery, to achieve cost-effectiveness, as well as their operation is beneficial 
for rural development and environmental aspects too.

In Austria and Germany a widespread form of cooperation is establishment of machinery 
rings. These are legally not cooperatives, rather are closer to associations, however, in 
terms of their objectives and operational activities are similar to the French machine 
use cooperatives. The machinery ring does not have a machine fleet, but its members 
share with each other their own machine, so not everybody has to have all the production 
equipment. Similarly to cooperatives, machinery rings also can offer services for 
outsiders, and even dealing with labor hire focused on the area of seasonal work. The first 
machinery ring was established is 1958 in the Bavarian Buchhofen, and soon became a 
widespread cooperative form in whole Germany and Austria. Nowadays in Austria there 
are 86 machinery rings which are joined by the Maschinenring Österreich. Their total 

cooperative, if that has demand for them. To eliminate this conflict, bilateral obligation 
was introduced, so the factories were also obliged to take over appropriate quality goods. 
As a result of that need for development of market research has arisen.

In case of eggs- and slaughter poultry cooperatives the practice spread that the farmers 
produced and delivered the goods based on the annual contract with the cooperative. In 
other sectors as beef cattle production or supplying farmers with feed, fertilizer and seeds, 
there are no commitments. In these fields farmers make their decision occasionally if they 
make use of the services of the cooperative or not.

Later the dairy and bacon cooperatives found secondary cooperatives in order to establish 
canning factories, machinery factories and packaging plants. These secondary cooperatives 
also governed and financed the operation of advocacy organizations, advisory network, 
quality control and educational tasks.

Consumer cooperatives provide solutions for the fragmented consuming public, 
such as higher transaction costs due to fragmentation of the rural settlements, and the 
unpredictability of heterogeneous and smaller batch demand. By the joint purchase 
of consumer goods unit costs could be reduced and due to the acquisition of the bulk, 
discounts are available. The consumer cooperatives over a certain size limit have the 
size of capital and customer base that is also capable of organise production of goods, 
and in this case, it can directly influence the quality of the products. In England during 
the XVII. century due to the unfolding industrial revolution, the rapidly growing urban 
population made demand for the development of trade. Capacity and amount of stores 
couldn’t grow as fast as the purchasing power, so poor quality and expensive supply 
of goods, and also the weighing fraud has become frequent. The Rochdale cooperative 
mentioned previously, was established partly due to this process, as well as meet the 
founders demand of production equipment was supposed to, so often regarded as not only 
purchasing but also consumer cooperatives’ pioneer.

Among interest protection organizations of the consumer cooperatives in the UK the Co-
operative Wholesale Society plays a central role, which have been established by retail 
cooperatives in 1863 to help their activities as a procurement agency. Since then, the 
activity was expanded with industrial and agricultural production, finance, insurance, 
travel, hotel and other advisory services. The company is co-owner of The Co-operative 
Bank and the Co-operative Insurance Company.

The Swedish consumer cooperative movement is the other oldest and most developed, and 
it is based on similar ideological foundations as the British one. The production activities 
built up by the movement, has served not only the consumer cooperative activities. The 
Swedish Cooperative Union and Wholesale Society beginning from the 1920s increasingly 
extended its activities to the production sector to ensure quality and price influence, to 
break the rule of cartels and monopolies, and in order to preserve its independence. Food 
companies, bakeries, meat processing plants and breweries were found. The smaller were 
controlled by the local cooperatives while the larger ones operated directly under the 
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for the remuneration of those who carrying out the work is no regulation, the company 
shall have one or more appointed leader who can be outsider, or legal person. 

Various service provider cooperatives are also common in Europe. Perhaps the most 
widespread among them are housing cooperatives. These are so important in some 
countries of Europe that they are also counted as a separate sector within the cooperative 
system. They are designed to provide their members with affordable own or community-
owned housing, and / or ensure economical maintenance of flats. Construction and 
maintenance are based on the financial, material, or personal contribution of the members. 
Parts of the housing cooperatives are specifically designed to housing maintenance and 
joint representation of the members.

Cooperative insurers are also frequent, providing various insurance services to their 
members, just like social pharmacies, which are also operate in cooperative form, and 
are common in Western Europe.

It is important to mention renewable energy cooperatives, which are common in Western 
and Northern Europe, but are increasingly popular throughout the continent. They are 
designed to assist members with affordable renewable energy, promote decentralized 
power generation and energy consumption and storage on the place of energy production.

The history and the current state of cooperation throughout the example of the 
project partner countries:

Finland

The history of Finnish cooperatives starts in 1899, when Pellervo – The Finnish 
Cooperative Society was established. After that the first Finnish cooperatives act was born 
in 1901. Earlier there were only a few cooperatives in Finland, but starting from this date, 
their number has grown rapidly. The founder and also the first leader of Pellervo Society 
was Dr. Hannes Gebhard, who is considered to be the father of the Finnish cooperative 
movement. Under the Russian rule, economy of Finland was backward, this was which 
the Society wanted to help on, with securing financial help, and theoretical knowledge for 
establishment of cooperatives.

The first officially registered Finnish cooperative was established in 1900 in Tampere by 
factory workers. In 1902, already 15 consumer cooperatives and 28 dairy cooperatives 
existed in the country. One year later there were already 189 cooperatives, 24 of them were 
cooperative banks. Thanks to the Pellervo Society, teachers, agricultural professionals, 
educated business leaders walked through the country, to help the newly established 
cooperatives with their advice. Furthermore, Pellervo released a magazine, which soon 
became well known all over the country.

turnover was 308.26 million euros in 2015, half of which came from services, one-third 
from the agricultural sector, and the rest came from labor rental. In Germany there are 260 
machinery rings with about 200 000 members, concentrated in 12 regional alliances which 
are joined under the National Association of Machinery Rings (BMR e.V. - Bundesverband 
der Maschinenringe). Machinery rings are operating as an association, but usually they 
have a Ltd. form subsidiary.  The association’s member organizations handle 7,76 million 
hectares of land, which is 49% of the total agricultural area of Germany. Total turnover of 
machinery rings and their subsidiaries is over 1 billion euro annually. 

The producer cooperatives represent a specific form in agriculture, because at the 
previously mentioned cooperation forms, the members manage their own economy and 
only create cooperatives for certain tasks, while producer cooperatives integrate the 
entire economy of their members and together cultivate their land, with the devices of the 
cooperative. The production from the raw material procurement to the sales taking place 
within a common framework. The accounting with the members is done pro rata of lands 
and machines taken into the cooperative and work have been done in the cooperative.

In former socialist countries, such as East Germany, agricultural production has taken 
place in agricultural producer cooperatives created centrally, into which farmers were 
required to enter. In East Germany after the reunification government tried to convert 
producer cooperatives into family farms, but it was not successful, producer cooperatives 
engaging in large-scale production have survived, and even become competitors of the 
West German family farms. The farming is here typically in the size of hundreds, and 
often thousands of hectares.

Besides cooperatives, the French agriculture’s special cooperative economical forms are 
the different groups and companies. The Agricultural Grouping of Joint Exploitation 
(Groupement Agricole d’Exploitation en Commun – GAEC) is the most significant 
considering their number and their reputation. They are legally not cooperatives, but 
associations, however cooperative principals are partly applied. The aim of the group is to 
carry out the farm work jointly. The joint work could cover the entire production activity, 
or just a part of the work processes, but the same applied to everyone in the group. The 
joining members should be adult aged natural persons, meeting the requirements of 
„farmer” status. The number of members should be between 2 and 10, while spouses 
can not establish a group of two. All members have to take part in the management of 
the group, but they can entrust one member to represent the group. The obligation to 
work is a characteristic of the GAEC, and applies to all members for what in return, they 
are entitled to a remuneration. In taxation, social security and credit terms members are 
considered to be sole holders. 

In structure and operation similar organization to GAEC is the Civil Society of 
Agricultural Exploitation (Société Civile d’Exploitation Agricole – SCEA). Compared 
to the GAEC the difference is that the maximum number of members is not limited, the 
liability of the members is unlimited, personal participation in the work is not mandatory, 
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Germany

The basics of Germany’s cooperative culture were laid down by two persons, mentioned 
earlier, in the middle of the XIX century: Friedrich Wilhelm Raiffeisen (1818–1888) and 
Hermann Schulze-Delitzsch (1808–1883). That time in the German territories, peasantry 
created from the newly liberated serfdom and also artisans take a back seat as a result of 
the industrial revolution, had to face serious economic difficulties. For this, a famine was 
associated in the winter of 1846-47 due to the poor summer harvest.

Raiffeisen tried to help to the most suffering rural peasantry, so in 1847 he found the 
Standalone Bread and Fruit Purchasing Association (Verein für Selbstbeschaffung von 
Brod und Früchten). Then in 1849, he established an aid association in Flammersfeld and 
a charity association in Heddesdorf in 1854. He recognized, however, that these are not 
efficient enough in helping the population, so in Anhausen he founded the first credit union 
in 1862, and the next one in 1864 in Heddersdorf (Heddesdorfer Darlehnskassenverein). 
To provide capital for the individual credit unions, in 1872 Raiffeisen established the first 
rural central bank in Neuwied.

At the same time, but completely independent of Raiffeisen, a Delitzsch-born lawyer, 
Hermann Schulze tried to apply the cooperative model to help the urban artisans and 
workers. First he organized in 1847 a raw material purchasing association for carpenters 
and shoemakers, and then the first savings and loan association (Vorschussvereine) in 
1850, which is considered to be the oldest predecessor of today’s Volksbank. In 1859 
already more than 200 such banks worked, so Schulze-Delitzsch founded a cooperative 
central office for them. After that more local central offices were found and then in 1865, 
he established the German Cooperative Bank. From 1867 Schulze-Delitzsch as a member 
of the Prussian parliament played an important role in shaping the companies act, which 
extended across the North German Confederacy in 1868, and later throughout the German 
Empire. In 1871 he took part in the development of the credit union law.

In 1889 a comprehensive cooperative law was created, the modified version of which is 
still in force in Germany today.

For 1913 more than two million Germans were members of credit cooperatives. The 
law also required auditor control, so auditor associations have developed, in which the 
membership of credit unions became mandatory in the 1930s. This system ensured the 
further economic development of credit unions.

In 1972, the German cooperative organizations were united and unified. The cooperative 
banks purchasing- and service cooperatives and small-scale industrial cooperatives 
formed the first, local levels. These established central units for each sector, which operate 
at regional level. These include central banks, commodity and service centers, as well as 
the cooperative data processing centers, which have been created to support the primary 
cooperatives.

The third, national level also covers all sectors. Since the structure is built on bottom-up, 
its operation is not centralized, and seeks to resolve everything as low level as possible, 
following the principle of subsidiarity.

The cooperative movement has undergone substantial development between 1904 and 
1917, despite the Russian rule. Four large wholesale cooperative became important 
that time: first is S.O.K., which is the largest consumer cooperative in the country. The 
second is Hankkija, an agricultural wholesale cooperative. The third is Valio, a dairy 
selling cooperative, while the fourth is Labor, purchase cooperative of the Swedish native 
language farmers in Finland.

S.O.K. was established in 1904 with the participation of 37 consumer cooperatives, 
initiated by Pellervo. The cooperative has seen continuous growth until 1916, despite 
of some inner conflicts on the neutral policy represented by the organization regarding 
questions on religion, politics and language. During that year some members left, because 
they could not achieve more than one vote for larger cooperatives. Those members who 
left formed the cooperative alliance called O.T.K. The S.O.K., however, continued to 
develop. It expanded its range of activities including seeds, tools and machinery needed 
on farms, and also it sold the products of farmers. In addition, it established processing 
plants (mills, sawmills, coffee roasters, etc.) and set up credit and savings banks. Its own 
laboratory, legal and educational department have been established. Today, the group’s 
range of activity expanded to car dealership and the operation of hotels and restaurants. 
S.O.K. is market leader especially in rural areas.

In 1940, four regional wholesale cooperative merged to establish Kesko. The cooperative 
steadily increased its market share and began to build the K-food store network, which 
is now dominant in the Finnish retail, and the main competitor of the S.O.K.’s food store 
network.

The third large retail network is Elanto, which was established in 1905. In 2004, Elanto 
merged with the HOK group, now operating under the name HOK-Elanto.

Today, Finnish cooperatives have almost 4 million members, which is a very respectable 
figure given the country’s population of 5.4 million. Each Finnish resident has an average 
of 2.1 of cooperative memberships, among farmers this figure is even higher, 4.1, as they 
are usually members of 4-5 cooperatives. The combined turnover of cooperatives in 2011 
reached 30 billion euros. The Finnish cooperative groups are often market leaders in 
their field. The market share of agricultural cooperatives in the dairy sector is 97% and 
80% in the meat sector. The consumer cooperatives own more than 45% of the market of 
daily consumer goods, while OP-Pohjola Group, operating also according to cooperative 
principles, is the largest financial group in Finland.

The first cooperative law came into force in 1901, the second in 1954, a third in 2002 
the most recent one was put into effect in 2014. The law currently in force has a more 
simple structure than those before and follows the structure of the Companies Act. The 
establishment of cooperatives and the collection of funds have become easier. Pellervo is 
currently making significant efforts mainly in the education of cooperative principles and 
the cooperative model being taught in public education and higher education in order to 
become an integral part of people’s thinking.
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After the formation of the first cooperatives, still had to wait 31 years for the legal 
regulation of the operation of cooperatives, since it was born only in 1875. The Hungarian 
cooperative movement thus far more than 140 years old, which usually divided to three 
periods between 1875-1946 and 1947-1991 and the present one since 1992. 

First time the Law XXXVII/1875. (Commercial Act) regulated cooperatives, defined it 
as association of persons for economic purposes. Count Sándor Károlyi, after in France, 
he met the social ideals of a sociologist Le Play, and later studied the German Raiffeisen 
type credit cooperatives and the cooperative model in Denmark, starting from the 1870s 
he called for the development of consumer cooperatives and credit unions. The biggest 
boost for his initiative was the 1885 Budapest International Agricultural Congress, on 
which occasion Friedrich Wilhelm Raiffeisen’s book about the cooperative type, later 
named after him, has been translated to Hungarian. Raiffeisen otherwise welcomed 
Sándor Károlyi as well as the congress organizers and also invitees in a personal letter. 
The Congress gave great boost for the cooperative movement in Central Europe by the 
opinion of both the Austrian, Czech and Polish cooperative organizers.

 In 1898 Hangya Consumption, Production and Sales Cooperative of Hungarian Farmers 
Association was established, which dealt with the purchase and sale of agricultural and 
industrial products and had the largest number of members. The Hangya’s (as cooperative 
association) membership was approximately 200 000 in 1914. In 1902, according to 
the data of Bureau of Statistics, 284 Hangya member cooperatives were operating, 241 
Christian cooperatives were registered, 452 dairy cooperatives were established, and the 
number of credit unions had already been reached 2085. The number of Hangya member 
cooperatives in Hungary rose to 2140 in 1918, and represented a total of 658 000 members.

While according to the Western European cooperative model, cooperative centers were 
subordinated to their founders, to the basic cooperatives, in Hungary, similarly to the 
Scandinavian countries, national centers have been established first, and they organized 
the cooperatives. However Hungarian Cooperative Association (MSZSZ), which unites all 
cooperatives, was established only relatively late, in 1904. MSZSZ represented Hungary 
at the International Co-operative Alliance, had good relationship with the International 
Institute of Agriculture in Rome as well as Swiss, Finnish, Polish and Danish cooperatives.

It is important to note that the original legislation was largely incomplete, it was a lot 
of abuse, so after several attempts Law XXIII/1898. was created. Dr. Ferenc Nagy, a 
university professor was who had prepared a fully independent draft law, but it was 
considered too strict in the professional discussions, so finally only a part of it became 
final in the form of an article of the Commercial Act. This Act also contained gaps, but it 
was a significant step forward compared to the past.

These great importance, strong cooperative movements, in 1947, according to the new 
cooperative law (Act XI/1947. on cooperatives) began to be placed under state control 
gradually. The emerging socialist dictatorship set nationalization of the cooperative 
movement and forced collectivization as a target, so virtually till the ’60s almost the whole 

Starting from the 1950s a general concentration set off, bringing the total number of 
primary cooperatives from 26000 in the 1950s to 5400 the present day (including the 
number of cooperative banks decreased from 12000 to just over 1000). As a result of 
rationalization the operating expenses declined, however the quality of services increased, 
so now one in four people in Germany, more than 18 million people are members of 
cooperatives.

As already mentioned above, in Germany an important agricultural cooperative form 
is the machinery ring. They founded since the 1950s, and although legally are not 
cooperatives, they operate following the cooperative principles. The machinery rings 
are also caracterised by three levels of organization similar to the cooperatives: local, 
regional, and national levels. Their importance is indicated by almost half of the entire 
German farmland cultivated by machinery rings.

The cooperatives also have more importance than the machinery rings within the German 
agriculture. Virtually every German farmers are member of at least one cooperative. 66% 
of the total milk production and processing is carried out within cooperatives, 50% of the 
grain trade and 45% of fruit and vegetable sales goes through cooperatives, and one third 
of beef cattle selling and grape production and processing is carried out by cooperatives. 
About one third of the East German areas cultivated in cooperative form.

In the last time in Germany there are cooperatives not only in the traditional sectors, 
but more and more appear in the fields of education and health, as well as emerging 
sectors such as environmental protection, waste disposal, waste recycling, IT sector, 
accounting, laboratory testing, quality assurance, renewable energy production or even 
data processing. Between 2006 and 2015, 812 were founded only energy-producing 
cooperatives, including many district heating cooperatives. 65% of them operate biogas 
plants as an energy source. The electricity production cooperatives’ establishment 
slowed down in recent years due to stricter regulations. Currently 80.6% of the German 
cooperatives belonging to the agricultural sector, but nevertheless only 10% of the 
agricultural enterprises are cooperative.

The establishment and operation of German cooperatives are supported by several 
organizations. One of the largest is DGRV, which integrates the whole cooperative 
network except the housing cooperatives, and helps its members with auditing, training 
and other support services. It is worth mentioning the Genossenschafts Verband e.V., 
which is an association that supports the establishment of new cooperatives and already 
helping existing ones.

Hungary

In Hungary, the first cooperative founded in 1845 in Ószombat just one year after the 
establishment of the Rochdale cooperative, and the next one year later in Petróc. These 
were credit unions; the first consumer cooperative was established in 1863 in the capital. 
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1883 in Lorraine, near Padua. Then, in 1884 Nullo Baldini founded the first agricultural 
cooperative in Ravenna.

Italian cooperatives had different ideological backgrounds, which is still an important 
factor for their operation. In time, the first Giuseppe Mazzini’s liberal principles had 
the effect of creating “friendly societies” which often formed cooperatives. From the 
beginning, the cooperative movement established a privileged, if sometimes conflictual 
relationship with socialism, to the point that Federation of Italian Cooperatives was 
dominated by Socialist principals. The organization changed its name in 1893 to National 
League of Cooperatives. XIII. Leo Pope’s encyclical letter Rerum Novarum, reflecting 
Christian principles in connection with new socio-economic realities, greatly contributed 
to the development of the Italian cooperative movement, as Catholic-inspired cooperatives 
began to emerge. Credit cooperatives established and developed with great success in 
rural areas, later milk cooperatives, winemaking cooperatives and consumer cooperatives 
also developed.

During the first 15 years of the XXth century, cooperatives flourished, their number has risen 
from 2000 in 1902 to 7,500 by 1914, and there were also a few thousands of cooperative 
banks in urban and rural areas. Between 1904 and 1911 several important laws were 
approved in Italy, which allowed the formation of consortia, thus helping the cooperatives 
to hold important public orders. In 1913, Luigi Luzzatti founded the Cooperative National 
Credit Institute, which has already helped the founding of cooperative banks.

With the outbreak of the World War I, the Consumers’ Cooperatives came into view, as 
the government recognized that prices can be controlled more easily through them. The 
exceptional situation arising from this reason was also enjoyed by Catholic and socialist 
cooperatives. The other cooperative sectors also developed, the lending of the agricultural 
sector was supported by a ministerial decree, while industrial cooperatives were promoted 
by military orders. Cooperation between the state and the cooperative sector made it 
necessary to establish cooperative associations, which also led to better coordination and 
better representation of interests.

Within the League three national alliances have been formed in the field of agriculture, 
consumption and production. Catholic cooperatives also established sectoral alliances, 
which established the Italian Cooperative Confederation in 1919.

In the 1920s, the strengthening of cooperatives feared the Italian middle class, 
especially shop and land owners, and as a consequence the press increasingly attacked 
the cooperative movement. Falling prices and wages, less and less government orders, 
and post-war reorganization all had a negative effect on the cooperative movement. In 
addition, growing fascism has seen a base of its rivals in the cooperative movement, so 
Mussolini and his party were increasingly attacking it. However, after the fascist party 
came to power, it changed its tactics and cooperatives and trade unions were used as an 
instrument of governing the masses. He also abolished the Confederation and the League, 
but established the National Fascist Organization of the Cooperatives.

Although some cooperative sectors were able to develop (e.g. agricultural and workers 

agricultural land was managed by cooperatives, the members worked on their former own 
land for the benefit of the cooperative. The artisans were forced to join cooperatives 
in a similar way, the trade was also transacted by state-supervised sales cooperatives. 
Under socialism, while most of the cooperatives operating under state control or state 
supervision, in some respects the cooperative movement still developed. In 1968 the 
Cooperative Research Institute has established, that from its foundation operates a 
significant and growing specialized library on the field of the Hungarian and international 
literature related to cooperatives and also carry out scientific and research activities, and 
maintains close contacts with international and foreign cooperative organizations and 
specialized libraries. After the regime change the Institute has lost a lot of its weight, but 
still operate the library, as well as in its regular publications the latest research results 
related to cooperatives still published.

The forced collectivization remained as bad memories in farmers who no longer wanted 
to stay in cooperatives after the regime change, so massively stepped out, and most of 
the agricultural cooperatives has been gone into liquidation. By the time this process is 
coming to an end in Hungary, the European Union has created the concept of Producer 
Organizations (2200/1996/EC Council Regulation). However, neither the EU nor the 
Hungarian state does not consider the POs as a legal entity, therefore, have been created 
as cooperative, Ltd. or joint stock company. Especially the cooperative form was common 
in Hungary, but many of them are broken up, in a significant amount of cases producing 
a loss for the members. In recent years, the POs operating as Ltd. have become more 
frequent, but has lost the confidence of most of the farmers also this form of cooperation, 
regardless of its legal form. This does not changed despite of in the EU a major part of the 
funds can only be accessed via POs.

The number of cooperatives in Hungary after the regime change increased slightly, 
reaching 8362 in 1996, but from then declined steadily until 2011, when it was only 2976, 
then began to rise again, on 31.12.2015 it was 4577. Within that, number of agricultural 
cooperatives until 2000 the was almost constant over 2100 and even increased slightly, 
but from then shrinking ever faster pace, by the end of the year 2015, only 763 were 
registered. Typical of recent years, the increase in the number of cooperatives entirely 
due to the formation of social cooperatives, which can be established since 2006, but until 
2012 did not spread significantly, from 2013, however, due to EU aid a sharp increase 
happened in their number and today there are more than 2,000 of them nationwide.

Italy

In Italy the history of the cooperative movement is also dating back to the middle of 
the nineteenth century, but here spreading of cooperatives is not related to a single 
sector, as in many Western European countries. A consumer cooperative founded by the 
Turin workers in 1854 is regarded to be the first Italian cooperative. The first workers’ 
cooperative was founded in 1856 in Altare, Savona by glass industry workers, the first 
cooperative bank was founded in Lodi in 1864. However, for the first rural cooperative 
bank to be established, it was still almost twenty years; Leone Wollemborg founded it in 
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Norway

In Norway, the first cooperatives developed in the 1850s following the model of the 
Rochdale cooperative. The first real Norwegian cooperative is considered a milk 
cooperative founded in Rausjødalen in 1856. In Norway, there was a great tradition 
of cooperation and mutual assistance between people, so there was no question that 
cooperatives would spread quickly. In Norway, the four major cooperative sectors are 
agriculture, fisheries, consumer cooperatives and housing cooperatives.

By 1906 a large number of consumer cooperatives were established, which created a 
central organization known today as COOP NKL BA. In the 1920s and 1930s, agriculture 
and fisheries increased considerably in the role of cooperatives, due to the overproduction 
and falling prices at that time. Housing cooperatives started to grow rapidly after the 
World War II., in response to the great need of reconstruction and building new dwellings 
for the population moving into cities.

Although at the beginning of the 20th century the demand for legal regulation arose, but 
its creation was prevented by the cooperative sector itself. In 1900, the first cooperative 
law was drafted, but this was rejected by the parliament. Then in 1922 a committee was 
set up, which prepared a new draft for 1925, but this was again not accepted. In 1936, a 
committee was again set up, the draft law of which was rejected a year later. In 1953, a 
committee was again established, which this time only had to prepare for the regulation 
of consumer cooperatives, but this did not succeed. Legal regulations on building 
cooperatives and housing cooperatives were adopted in 1960 by two separate laws, which 
were replaced in 2003 by new laws.

In 1999, again, a commission was called to prepare a comprehensive cooperative law, 
but this was for the first time not supported by the Norwegian Standing Committee on 
Co-operative Affairs, a permanent forum for the four major sector members, saying that 
the Norwegian cooperative system worked well for 150 years without comprehensive 
regulation as well. The Committee has shown that in 2000 only 0.4% of all newly 
established companies were among the cooperatives, which was largely due to unclear 
legal regulations. In the following years the attitude of the cooperative sector has greatly 
improved.

The committee finally made a draft that is in line with the principles set out in 1995 at 
the Manchester Conference of the International Co-operative Alliance, and in addition, 
provides sufficient allowances for cooperatives. This draft was finally adopted by the 
Norwegian Parliament in 2007, thus creating Norway’s first general cooperative law.

Today there are 15 large cooperatives in the agricultural sector, with a total of about 
60,000 members and 15,000 employees. The sector’s annual revenue is approximately 4.6 
billion euros. There are 6 large cooperatives in the fisheries sector that have special rights 
in primary sales, with a membership of about 13,000 people. Currently there are more 
than 200 consumer cooperatives in the country operating 1300 stores. Their membership 
is about 900,000 and they have 18,000 employees. The Coop NKL BA, which they have 
established, is a member of the Coop Nordic Group, which is the most significant player 

cooperatives), the rest (e.g. rural cooperative banks) were greatly reduced.

After the Second World War and the fall of fascism, the reconstruction of the cooperative 
movement began with the help of former opposing organizations. There were two different 
processes: one was the self-motivated merging of cooperatives into alliances, the other was 
creation of alliances with institutionalized support by politicians and cooperative leaders. 
The Confederation and the League have been re-established and also new alliances have 
been established along the ideological principles (A.G.C.I. - General Alliance of Italian 
Cooperatives, U.N.C.I. - National Union of Italian Cooperatives). The new constitution 
incorporates the social functions of the cooperatives and also the promotion of them. 
The so-called Basevi Act, issued in 1947, declared solidarity and democratic principles, 
creating a new basis for cooperative development.

The economic boom of the 1950s and 1960s was also exploited by the cooperatives, they 
have been evolved in number, size and structure. In agriculture, the growing number 
of relationships between production, processing and service cooperatives has evolved. 
Consumer cooperatives have organized territorially, and smaller stores have been 
bought up by supermarkets. Rural cooperative banks were reorganized, Federcasse was 
established. The former small mutual insurance companies started to develop, and in 
1963 they founded Unipol.

Despite the economic difficulties in the ‘70s, the cooperative movement has been operating 
steadily and cooperatives in tourism, social services and education have also appeared. In 
the 1980s, it was tried to be solved the problem of unemployment, was affected mostly 
young people and residents of the southern part of the country, by establishment of special 
cooperatives with governmental support. The first social cooperative was founded in 
1983 in Brescia, and in 1985 the first national assembly of social cooperatives was held 
in Assisi.

Underfinancing of cooperatives has been a problem for a long time in the sector. The 
cooperatives themselves tried to remedy the problem with the founding of joint stock 
companies that have access to financial markets. The other option was to amend the legal 
regulation, which took place in 1992 in the form of Law 59. At that time, the institution of 
the multiple voting rights of the members was introduced and that 3% of the annual profit 
has to be paid into a solidarity fund from which the cooperatives are helped. Next time 
the legislation was amended in 2002, then reduced the tax benefits, but made the mutual 
nature of cooperatives more intensified.

The popularity of cooperatives is not even better illustrated than the fact that on 31. 
December 2015, Chamber of Commerce had registered 79487 active cooperatives in Italy 
and has grown steadily in recent years. The number of agricultural cooperatives is around 
5,100 and their total sales were 34.3 billion € (2012), which is 24% of total Italian agro-
food production.
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Looking at membership, however, we get a radically different picture: 43.6% of members 
belong to cooperative banks, 27% are consumer cooperative member, and 12% are 
members of insurance cooperatives. As far as workers are concerned, the sectors are much 
more balanced. 27.5% of employees work in industrial and service cooperatives, 24% 
in retail, 18.2% in banking, 14.2% in agriculture, and 13% in consumer cooperatives. 
According to annual turnovers, agricultural cooperatives lead by 39.3%, followed by 
retail with 30% and consumer cooperatives with 11.6%, and then by industry and service 
by 9.7%.

There are more than 51,000 cooperative enterprises in agriculture, including not only 
traditional agricultural cooperatives but also French agricultural machine use cooperatives 
(CUMA) and similar Polish organizations. Their membership (with multiple memberships) 
is approximately 9.6 million, the number of employees is over 675,000, and their annual 
turnover is 374 billion euros.

In summary, the distribution and popularity of cooperatives vary by country and region.

It can be noticed that, apart from Poland, the popularity of cooperatives in Eastern-Central 
Europe and in the Balkans is low. Both in the number of cooperatives and membership, 
there is a significant lag behind the Western and Northern European countries. The reasons 
for this are partly due to the former socialist system, but the post-regime governments 
also have not done everything to promote cooperation.

New types of cooperatives, such as renewable energy cooperatives, healthcare and 
pharmacy cooperatives, education, environmental protection, waste recycling, IT services 
and data processing cooperatives have appeared in only a few places. Some of them, such 
as renewable energy cooperatives, are popular in many countries, but most are not really 
widespread. In Eastern-Central-Europe, these cooperative types are almost completely 
unknown. 

It would be desirable to transfer the knowledge of the new cooperative types, but in the 
Eastern European countries, which are less developed from a cooperative point of view, 
the widespread promotion of the principles, operation and benefits of the cooperative 
movement is also an important task.

in food trade in Scandinavia. In addition, there are smaller cooperatives in many other 
sectors (health, culture, services) in the country.

The situation of cooperatives in Europe and the lack of cooperation

European cooperatives are represented by Cooperatives Europe within the International 
Cooperative Alliance. According to a report entitled as The Power of Cooperation, 
published in 2016 by Cooperatives Europe, more than 17% of Europe’s population, some 
141,502,512, are members of a cooperative. Even if multiple memberships are deduced 
from this, we can still speak of a remarkable number of memberships.

The number of cooperatives on the continent is more than 176,000, the number of 
cooperatives’ employee is over 4.7 million, and the annual turnover exceeds 1000 billion 
euros. It should be noted that the number of cooperatives increased by 12% between 2009 
and 2016, while membership increased by 14%.

Within Europe, the majority of cooperatives and cooperative members are located in the 
European Union: there are more than 127.6 million members and about 4.36 million 
employees of about 131 000 cooperatives. EU cooperatives have an annual turnover 
higher than 992 billion euros. Between 2009 and 2016, the number of members increased 
by 16%, which means that the European growth has virtually been fully given by the EU.

In terms of country-by-country numbers, the most cooperatives, nearly 40,000, are in 
Italy, followed by Turkey with some 34,000 organizations, after this comes France with 
22,500 and Spain with 22,000 cooperatives.

As far as membership is concerned, France leads the list with more than 26 million person, 
followed by Germany with 22 million members, while in the Netherlands there are nearly 
17 million, in Great Britain nearly 15 million, and in Italy 12.6 million cooperative 
members. The number of members compared to the total population, the Netherlands 
is the first, where practically everyone is a member of at least one cooperative. More 
than three quarters of the population in Finland have cooperative membership, 60% of 
the population in Cyprus, 45% in Norway and Sweden, while 40% of the French are 
members of a cooperative. 

Cooperatives employ most employees in France and Italy (more than 1 million for both 
countries), followed by Germany, Poland and Spain with 860,000, 300,000 and 290,000 
persons. The number of employees compared to the population is Italy, France, Finland 
and Germany, keeping the list at 4.5%, 4%, 3.5% and 2%.

At sector level, industrial and service cooperatives are the most common, accounting for 
36.6% of all European cooperatives, followed by agricultural cooperatives by 30.4% and 
the housing cooperatives with 22.2%.
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Currently, in 26 of the 28 member states of the European Union cooperatives are regulated 
at statutory level (with different content). There is no such specific law only in Cyprus 
and Malta. 

The European Union, the UN and the ILO tries to provide moral and political support 
to the formation of cooperatives, the operation and development, so resolutions have 
been published adjusting support of the cooperatives foreground. These include the 
Treaty of Rome (1957); The role of cooperatives in the light of the new socio-economic 
trends (UN General Assembly Decision 49/155 49., 1994); The position and role of 
cooperatives in the light of new economic and social trends (A/54/57 report of the UN 
Secretary-General is submitted to the UN 54th General Assembly, 1999); Cooperatives 
in a business-friendly Europe (Resolution of the Council of the European Union (2001)); 
The role of cooperatives in social development (UN 56th General Assembly 88th Plenary 
Assembly Decision (2001)); Recommendation to the promotion of cooperation (R. 
193 recommendation of the International Labor Office to the governments of member 
countries of the European Union (2002)); Promotion of cooperative societies in Europe 
(Communication from the Commission of the European Union, for the EU Council, 
EU Parliament, the Economic and Social Committee and the Committee of the Regions 
(2003)); Promotion of cooperative societies in Europe (resolution of the European Union’s 
Economic and Social Commission (2005)).

Considering legislation it includes EC 1435/2003 European Council regulation acting 
about organizational form of the “European Cooperative” (SCE), and Directive 2003/72/
EC adopted on employee participation, and also Regulation 1182/2007/EC amending of 
the organizational system of the fruit and vegetable market, and 1580/2007/EC Regulation 
of Official recognition of producer cooperation, and a matching grant. Also important 
is the regulation 2200/96/EC, 2201/2007/EC, and the European Council 1234/2007/EC 
Regulation requiring national implementing rules relating to 1182/2007/EC regulation, 
as well as the EU Commission’s 1580/2007 / EC Regulation. These regulations form 
the basis for national regulation of the “European Cooperative” and producers’ sales 
organizations. 

The European Cooperative Society (SCE) is under the control of European - and not 
national -law, as well as a European company or a European association. Cooperatives 
or other legal entities, established according to the national rules, can create a European 
cooperative form, of which operation is directly controlled by the EU regulation. The 
newly founded cooperative’s seat can be selected freely within the EU without the existing 
one should be abolished. 

The basic aim of the European Cooperative is development of social activity of its 
members, to meet their needs. European cooperatives can be established with at least 
30 000 euros of share capital. If the liability of members is limited, the term “limited 
liability” must be used in the name of the European Cooperative.

Chapter 2: 
The legal regulation 

of cooperation in the 
European Union
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decision-making power of the chief executive officer and directors in order to ensure the 
daily operations. The board shall appoint a supervisory board and independent auditors, 
and may appoint an advisory board as well.

The ordinary general meeting shall be held each year, an extraordinary general meeting 
may convened by the board of directors, the chief executive officer or the supervisory 
board and must be convened if more than one tenth of the members or the auditors write 
a request. 

Legal background in Germany

In Germany, the establishment and operation of the cooperatives are regulated by RGBI. 
S. 55 (1889 10 01) Cooperative Act (Genossenschaftsgesetz) renewed by the BGBl. I S. 
2230 (2006.10.16.) and modified by BGBl. I S. 1142 (10.05.2016.). 

The cooperative is established when the founders sign the charter, but it will become 
official if the cooperative is added to the Cooperatives’ Register.  The minimum number of 
members is 3, who can be natural or legal persons. A starter contribution is not obligatory, 
but a registration fee must be paid by the founders.

The charter contains:

-the name of the cooperative

-the seat of the cooperative

-activities

-regulations on members of a cooperative can be obliged to make an unlimited payment 
in the case of insolvency, may be obliged to make a payment up to a certain amount, or 
can not be obliged at all.

-regulations about the calling and conducting of a general assembly

-regulations on the form and the public disclosure of cooperative announcements

-the amount of contribution of each member, the time of payment

-regulate the creation of a reserve fund to cover potential losses

The decision making body of cooperative is the general assembly, which elects the board 
of directors, and depending on the size, if necessary (over 20 members), the supervisory 

The European cooperative may be under not uniform and unified management. In the 
former case 5-11 membered management board takes the control, in the latter an at least 
three-member board of directors provides managing, but it is enough to elect a managing 
director if the membership is under 50 people.  

The law regulates in detail the involvement of workers in decision-making policy in the 
European cooperative. Already before the foundation – from the employees of founders 
- a special negotiating body should be set up.  A representative body can function during 
the operation. This is not required, since the law describes the rules for resolving conflicts 
between the cooperative’s leadership and employees in detail. 

Legal background in Finland

In Finland, the establishment and operation of cooperatives is currently regulated by 
Cooperative’s Act, no. 421/2013. 

Cooperatives can be established by natural or legal persons. According to the law even 
one person may establish a cooperative. The cooperative must be registered to the trade 
register within 3 months and can only start its activities after that. 

The cooperative is established if all founding members have signed the charter. The 
charter contains:

-the name of the cooperative

-the municipal where it is seated

-date of establishment

-data of founders

-shares of founders

-value of shares

-date of payment of contribution

-list of board of directors

The cooperative’s members’ decision-making body is the general meeting which elects 
the board of directors, which then elects a chief executive officer. The operation of the 
general meeting is regulated by the cooperative law. The general meeting determines the 
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-amount, payment time and method of contribution

-the name of the first executive officer

-possible ways of the member’s personal contribution

-the cooperative and of the member’s economic cooperation

-the rules concerning the community fund

-the forms, the conditions for awarding, and the procedures of providing services for 
natural person members and for their relatives

-cooperative organs and their powers

-the exclusion and incompatibility reasons for members and officials

-as well as the manner of convening the general meeting, the conditions and the manner 
in which the voting rights are exercised.

It should be laid down in the charter, how members can contribute personally and also the 
rules of operation. The amount of the contribution is not determined by the law, but it is 
obligatory to take a contribution in money or in fixed assets.

The cooperative’s members’ decision making body is the Members Assembly, which has 
to be held at least annually. Members can exercise their decision-making power through 
delegates elected by the members; in this case its method has to be laid down in 
the charter. The Members Assembly elects the Board of Directors, containing at least a 
chairmen and two other directors. If the membership is under 15 person, one managing 
director is enough. Furthermore the assembly has to elect an independent auditor and a 
supervisory board of at least 3 members.

The Cooperatives Act defines different types of cooperatives, according to their operational 
objective. One of them is agrifood-industrial cooperative that “...is doing its main- or 
auxiliary activities in the field of agriculture, forestry or food industry sector. „ The main 
field of their activity should be indicated in their name.

The 2006 Cooperatives Act defined the term of Social Cooperative. This form was 
especially created to replace the former state-funded public work programs, to manage 
socially disadvantaged people in need to help each other and themselves, as well as 
to return the labor market with municipal support, while performing more or less real 
productive work on a market based working form. Most of Social Cooperatives operate 
also on the field of agriculture or forestry.

The Civil Code provides an opportunity for establish a different legal form from 
cooperative, which is interest grouping.

board. The board of directors consists of two persons, unless the charter acts as there is 
more members, and in case of the membership is not more than 20 persons, only one 
director is enough.

The law allows to stipulate in the charter that persons who are not eligible for the use or 
production of the goods and the use or provision of the services of the cooperative can be 
authorized as investing members. Investing members can not overrule the other members 
in any case.

Auditing has to be done by an independent auditing association with the relevant 
permission, for which the cooperative has to be join.

Legal background in Hungary

The establishment and operation of cooperatives are regulated now in Hungary by the 
Civil Code (Law V/2013.) and the Cooperatives Act (Law X/2006.).

„The cooperative is a legal person, established by the capital of the members’ contribution, 
operates based on the principal of open membership and changing capital, and operates 
to meet the members’ economical and social needs. The member’s obligation against the 
cooperative is extended to financial contribution to the capital and to his/her personal 
contribution. For the cooperative’s obligations, the members shall not be liable.”

A cooperative could be established by at least 7 natural or legal persons, because the 
maximum share of a member should be 15%. Non-natural person members (not including 
cooperatives) should be maximum 20% by number, and their joined contribution should 
be maximum 1/3 of the capital.

The establishment of the cooperative has been done by founders sign the charter. The 
cooperative has to be registered to the company register.

The charter must contain:

-the name of the cooperative

-the seat of the cooperative

-activities

-the founders’ name and address (or seat)
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Legal background in Italy

In Italy, legal regulations are involved in Item VI. article 2511-2548 of the Civil Code 
(Delle società cooperative e delle mutue assicuratrici).

A cooperative can be established by at least three natural or legal persons. The cooperative 
is established with the signing of the charter, which have to be submitted to a notary, and 
the notary passes it to the office managing the company register. The cooperative will 
become officially a legal entity by registering in the company register.

The charter must include:

-the data of the founders

-the name of the cooperative

-the cooperative’s headquarter and premises

-designate the social objectives

-the proportion of subscribed capital among members, the method of payment, and if it is 
divided into shares, their nominal value

-value of fixed assets (if there are)

-the conditions of entry of members, the extent and manner of contribution

-the conditions for leaving or excluding members

-the rules for the distribution of profits

-the rules for convening of a general assembly if it is different from the law

-structure of management, number and powers of directors, indicating which of them is 
the official representative of the company

-number of members of the supervisory board

-the appointment of first directors and supervisory board members.

The amount of contribution is not determined, contribution should be offered in cash or in 
fixed assets too. The decision-making body of the cooperative is the members assembly, 
where natural person members and representatives of legal person members are involved. 
At larger cooperatives, regional assemblies are held, where delegates are elected to 
represent members in members assembly. In the members assembly, basically every 
member have one vote, but if the member is also a cooperative, it should have maximum 
of five votes, but should not have more than one tenth of the votes, and the votes of all 
such members may be up to a maximum of one third. The members assembly elects the 
board of directors, of which members should be cooperative members in majority, in 

“The interest grouping was founded by its members to promote financial effectiveness 
and coordinate the economic activities and to represent the professional interests as a co-
operative company with legal personality.

The interest grouping does not seek its own profit; members are responsible jointly for 
debts exceeding assets of the interest grouping.

The interest grouping may perform other service and joint economical activities (additional 
economical activities) promoting the fulfilment of coordination tasks as well. “ 

The interest grouping is established with the signing of the charter. At least two members 
can establish an interest grouping. Members don’t obliged to make a contribution, but they 
are responsible for the interest groupings debt exceeding its assets. Its decision making 
body is the Members Assembly, in which all member has the same vote, unless the charter 
provides otherwise (but maximum of 50% also in this case). The assembly elects director 
or a board of directors of 3 persons. Auditor and supervisory board is not obligatory.

Interest groupings are most often established by companies working in the same 
economical field, to represent the interests of members at international professional 
organizations, legislation, to specialized authorities, municipalities, ministries, but in 
some cases operates like cooperatives.

Some operating examples from Hungary:

-Public Cleaning Interest Grouping: Organization of municipal solid waste treatment 
companies, producers and distributor organizations associated with this activity.

-Baking Industrial Interest Grouping: Larger baking industrial companies established it as 
a professional interest representation organization.

-Volán Interest Grouping: It was founded by bus companies operating long distance bus 
lines, for vehicle and spare part purchasing, mechanic services, permits and documents 
administration, quality management tasks and other office services.

-NEFELA South-Hungarian Hail Protection Interest Grouping: Agricultural companies, 
local governments, farmers, winemakers, and two insurance companies established it, to 
operate a hail prevention system, covering Southwestern Hungary.
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of the charter.

The main decision-making body of the cooperative is members assembly, where each 
member can take part by himself or by representative. Members also allowed to call an 
advisor with them, who can also speak. Over 100members, charter may prescribe to take 
part by delegates, but delegates have to be elected among members, maximum for four 
year periods. Members assembly is obliged to called annually, within a half year after 
the end of the economical year. Also occasional assembly can be called by the board of 
directors, or the auditor or at least 1/10 of the members could ask for that.

The assembly elects an at least two member board of directors. The board appoints a 
general director. The members assembly may also appoint a supervisory board, but it’s 
not mandatory. Also the assembly elects the auditor or auditors, and their deputies.

minority they can be outsiders. Directors could be elected for maximum three years, as 
laid down in the charter. The board of directors elects one chairman among themselves, 
who will be the official representative of the cooperative, and also his task is to call the 
assembly of the board, setting the agenda and to inform the other directors.

Legal background is Norway

In Norway, establishment of cooperatives is regulated by LOV-2007-06-29-81. 
Cooperatives Act.

The cooperative is established if all founding members have signed the charter. A 
cooperative could be established by at least two natural or legal persons. There is the 
term of joint membership, which means that more natural or legal persons participates in 
the cooperative jointly as one member. This case all members of a joint member should 
registered to the members registry, and it also should be signed, who has the rights to 
represent the member.

The charter contains:

-the name of the cooperative

-the seat of the cooperative

-its activities

-data of members

-amount of contribution (if there is)

-payment time of contribution

-whether the contribution will be paid back when the member leaves

-method of use of profit

-the maximal and minimal number of the Board of Directors

-which topics should be each case on the agenda of the annual members assembly

Contribution is not necessary, but if the charter determines it, that case it Should be in 
cash or also in fixed assets. Contribution can be a one-time or annual fee. The cooperative 
must be registered in the Register of Business Entities within three months of the signing 
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Lajos Acsay

Fruit and vegetables wholesaler

Introducing the business:

Since 2000, we have been operating in the form of Ltd., but our plans include that if we can 
start also the production activity, we will create a cooperative and we will acknowledged 
it as a PO.

Our current business is trade and a kind of integration organization. The variety assortment 
is evolved in cooperation with the farmers who supply us. Three years ago, with our 
largest suppliers, we decided which varieties to work with. We are in contact with nearly 
300 suppliers and we distribute about 40 kinds of vegetables and fruits. Most goods are 
supplied by 3-4 producers in each product group, they account for 40-50% of the quantity 
of the goods. They make it possible to deliver a high quality, well-timed, unified product. 
The headquarter of the business is in Mórahalom, but we also have a site in Veszprém. 
Only Hungarian products are sold, the goods will be placed on the counter within 48 
hours of harvesting.

Experience of new-type cooperatives:

A significant part of the new-type cooperatives has not developed with the intentions of 
the basic principles of this economic form. Many times, 1-2 persons created them for 
self-interest, and most of the capital was also concentrated on them, other members were 
involved only to reach the minimum membership. Trade was distorted by the operation of 
the POs because they received public support after traffic, so they were sold below market 
price many times, just to increase their turnover. Thus, the supermarket chains and the 
POs have pressed the prices together.

Business model of the enterprise:

Typically small producers are delivering the goods to the company. We regularly check 
them on quality, which is a very important confidence-building factor. Producers’ self-
confidence is at a very low level, and we are trying to increase this by establishing the 
’producer of the month’ title.

It would be important to open up to export markets, but producers are not ready for this. 
Because of the shortage of capital, bank guarantees are needed.

We do not specify farmers how much to produce, but we are constantly in touch, so we 
can coordinate demand and supply.

 

Chapter 3:
Interviews with experts 
from agricultural sector 
and science on the spot
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Many cooperatives have only established for subsidies.

The subsidies have been substantially reallocated to their members.

Occasionally, a big producer is affecting the cooperation, thus stretching forces within the 
membership occurred.

It also happens that a large input supplier organizes a purchasing cooperative for its 
trading partners, but this is not a real, evolving model.

The machinery rings were not promoted by the government.

What are the reasons for your successful or unsuccessful operation?

Neither success, nor failure is form dependent.

Honest leaders and professionalism are the determinant.

There may be other factors, e.g. the laws on plant insurance companies made too narrow 
entitlements, which make their operation virtually impossible.

What are the conditions for strengthening confidence in cooperation?

By strengthening legal certainty. Serious breaches have no consequences either. This 
must be changed.

Dr. Pál Bobvos

Lawyer, previously worked as a legal expert in several cooperatives

The situation of cooperatives after the regime change:

Before the regime change, cooperatives were only nominally cooperatives, and they 
could be regarded as companies by their operation. However, Act I./1990 establishes a 
legal framework for cooperation, based on traditional cooperative principles, in which 
the interests of the organization are not the primary but the members. In parallel with the 
Act II./1990 starts the demolition of the former cooperative system, with the introduction 

Strengthening trust in cooperation:

We trust the farmers’ cooperation, and we want to create a producers cooperative where 
farmers work together and focus on quality. The sale would be continued by the Ltd., its 
brand name is already in operation.

Our company only buys goods for what the consumer is already have  - we are first sell 
and afterwards buy.

We want to evolve in processing and export.

Ádám Bagi

Association of Agricultural Employers

What was the effect of the legislation after the regime change on the establishment of 
new-type cooperatives and the effectiveness of their operation?

The majority of old cooperatives have ceased by liquidation, or have remained as trustees. 
At the same time, however, Ltd.s and Joint stock companies have established.

The cooperative model has been degraded.

At the regime change, the approach did not reflect the interest of the property, but the 
employment interest.

A large number of POs were formed. Many have either disappeared or merged into other 
ones. What do you see causing this?

The three main reasons are:

-lack of competence

-too much and forced investments

-corruption

What could be the reason for the smaller number of cooperations (cooperatives) that are 
different from the PO?
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where 3-4 cooperatives were also formed in the beginning. These organizations, and 
smaller cooperatives getting into a debt trap were absorbed in the larger cooperatives over 
time that were required to undertake loan financing and operational costs.

It was also a problem that the quality of goods delivered was often inappropriate, but 
nevertheless received on a friendly basis or for bribes or was taken over into a higher 
quality category than it should have been. The attitude was also characteristic of the 
members that they wanted to sell the goods for POs at the case of low market prices 
or overproduction but if they could sell it at a higher price on the wholesale market or 
through other channels, they did not take the goods to the PO.

The lack of suitable management was also the cause of the disappearance of cooperatives. 
The members did not want to pay the managers, so the more experienced persons 
have moved, and new qualified managers were unable to be found. The reason for the 
dissolution of some cooperatives was moreover heterogeneity. Farms of different sizes 
were in different financial positions with different possibilities and different purposes, 
so they could not cooperate properly in the cooperative. This problem could have been 
overcome by the creation of smaller cooperatives and secondary cooperatives joining 
them. 

Solution attempts and further possibilities:

The solution that has appeared in recent years is the form of cooperation when the founders 
create a business enterprise (mostly an Ltd.) and thus obtaining the PO rating. This form 
of operation is, in fact, only slightly different from the cooperative form of POs, since, as 
mentioned earlier, legal regulations make a smaller distinction between the Ltds and the 
cooperatives. These businesses may also overcome the problems of cooperatives with too 
large and heterogeneous memberships.

In addition to the legal background of the integration, the economic pressure has also 
been given, however, a small number of cooperation is created because the internal urge 
is still lacking from the farmers.

Non-cooperative forms (associations, mergers) are not suitable for profit-oriented 
cooperation, they can only function when external funds are involved.

To increase willingness to cooperate, new tools and a new approach are needed. There 
is no historical period in Hungary which could be reckoned as the golden age of the 
cooperatives. Finding a solution should be based on mostly foreign examples and 
experiences.

of “asset recovery”. In doing so, a small number of people, usually former management 
positions, acquired the production facilities and cooperative sites. The cooperative was 
often converted into a business enterprise and continued production, while in the other 
places, the acquired assets were effectively divided and the cooperative ceased to exist.

The background of the foundation of a large number of POs in the form of a cooperative:

The new type cooperatives were created from economic reasons, for the sake of common 
interest enforcement and the use of state subsidies and tendering money. There was no 
shortage in production, so the cooperatives did not established in this field, but mainly in 
the sale, since this area was more problematic. This recognition and the goal of cooperation 
was also good. The organization was started by people with relevant information, who, 
have seen international examples or in the knowledge of legal regulations, or properly 
interpreting the economic processes, would like to remain competitive. In this respect, 
cooperation could be regarded as bottom-up and consistent with cooperative principles.

In 2013, the legal background of the cooperation changed again. It can be observed that the 
difference between business enterprises and cooperatives is decreasing. Such traditional 
principles and values have begun to loosen as the principle of one member - one vote or 
the need for personal participation. More and more questions are referred to the powers 
of the founders who define in the founding document how they want to act on them. It 
is important, however, that at present, at least 50% of the profit should be distributed in 
proportion to the personal contribution.

Problems with new type cooperatives:

In Hungary, the willingness to cooperate was not characteristic of people - perhaps because 
of historical reasons - but during socialism, the ability of even those who previously tried 
to create cooperatives was abolished.

The formation of cooperatives is always could be related to the lack of capital. This was 
also the case in Hungary. Moreover, in the first half of the ‘90s, applications available to 
cooperatives in the form of PO still provided high 80-90% support to help them. However, 
even the 10-20% self-help couldn’t be or not wanted to be payed by the members, so 
credit was needed. At that time, lending rates were very high, even above 30%, which 
was difficult to extract. As a result of this, the cooperatives moved on a forced course, 
the management had to make decisions corresponding the external coercive forces, so the 
members’ voice did not prevail.

There were some POs that, despite the high support intensity, were developed moderately, 
so they did not get into a critical debt trap, but there were some who oversized the 
developments and could not handle the outstanding loan portfolio and went bankrupt.

The establishment of a part of the large number of cooperatives operating as POs was not 
due to market needs, but for the purpose of obtaining public funds. There were settlements 
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initiative, but for state and municipal influence. It also resulted that they had many 
political contacts, a major political influence prevailed during their operation. In many 
POs’ environment there were business companies appearing, that could be linked to 
the management, generating traffic through fictitious invoices, which, on the one hand, 
contributed to more state subsidies, and on the other hand, they generated revenue for the 
owners of the companies without real performance.

As a whole, a significant part of the POs went bankrupt and disappeared.

Conclusions for collaborations between farmers:

- Cooperation must be organized from below (bottom-up).

- Correct management is required for successful operation.

- Members have to feel own their own cooperative.

- Cooperatives have to be established for trade, but must not formed for production.

- Market research needs to be strengthened.

- Independent legality supervision, professional verification needed.

- Second-class goods should not determine the market.

- The members of the management should be producers themselves, but they should also 
have the right managerial skills.

Roland Huszta

the former managing director of Mórakert TÉSZ 

At the end of the ‘90s, a series of producer organizations were set up in the fruit and 
vegetables sector, a large part of which was operating in the legal form of cooperative, but 
after about ten years many of them have ceased. The reasons are partly due to the lack of 
expertise of management. On one hand, the lack of strategic planning on the other hand 
the lack of financial management skills and, thirdly, the lack of managerial skills have led 
to this situation.

There was another problem at the time of the foreign exchange crisis due to the economic 
crisis. Initially cooperatives could apply for 75% of their investment, but at this time, this 
aid intensity fell shorter, so more and more loans were needed for developments.

Dr. Erzsébet Ecseki

lawyer, earlier has been dealing with agricultural cooperatives in the county government, 
now has her own office since 1990.

The social background of cooperation between farmers:

In Hungary, the deficiency of enforcement of rights and legal certainty basically determines 
people’s attitudes and thus the cooperation between farmers.

After the regime change, the peasantry could not see the entire sector. Agricultural 
cooperative executives, on the other hand, recognized that as a result of the law the I and 
II./1992. they can acquire the overwhelming majority of the cooperative assets. In the 
course of privatization, the land and the means of production also migrated to the hands 
of former cooperative leaders. Producer cooperatives existed before the regime change, 
did not cease to exist but turned into business enterprises and concentrated on some of 
the owners.

As a result, a general crisis of confidence emerged. This is persists in farmers against 
politicians as well as against the former leaders who acquired the assets and also against 
each other.

Another important factor after the regime change was the lack of know-how, typical of 
farmers.

The whole of the two led to the fact that old habits, old systems got stuck, and adaptation 
to the new situation did not happen.

Even after the regime change, it was not clear at all for the farmers, what for to cooperate.

The small-scale agriculture sector is characterized by the fact that the efficiency is very 
poor and that the producers are trying to become invisible to the authorities as well. They 
take every opportunity to avoid some of their contributions and, in connection to this, 
they do not provide data in any direction.

This phenomenon is also related to the fact that in Hungary the contribution charges are 
very high and are not differentiated, and small producers can not enforce them in prices.

Problems of the new-type cooperatives established after the regime change:

Agriculture was not able to gain new markets after the loss of the Russian market. The 
products of the POs are not present on the shelves of the chain stores, and in addition 
they do not operate any retail chain or even shop. This is accompanied by the lack of 
manufacturing industry in Hungary, which was also an important outlet market before the 
regime change.

It was also a significant problem that these cooperatives were not created for a grassroots 
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The reason for the backwardness is mainly due to the lack of expertise, not the agricultural 
expertise, but the economical. The presence of the black economy in the sector is an 
important hindering factor, as we have previously mentioned, because it hampers 
wholesale business.

The mistrust in cooperation is mainly due to the growing mistrust in the leaders. Good 
management can only be maintained if it is paid. Until farmers are not willing to do so, 
they will not have reliable and competent cooperative leaders. Lack of cooperation and 
lack of confidence also appear in trade, as the various suppliers bid below each other, and 
ultimately bring their own into a bad situation.

Collaboration between farmers would be possible if there were no direct supply to the 
chain stores. This case, producers would have to cooperate.

Dr. Krisztián Kis

University educator

The situation of cooperatives after the regime change

During socialism, cooperation was a necessity, so people are basically anxious about 
it. While in Western Europe, the common agricultural policy has boosted the economy 
since the 1970s and also facilitated the willingness of farmers to cooperate. In contrast, 
in Hungary, based on the socialistic memories neither trust nor profound professional 
knowledge nor interest can be found.

You can only build cooperations bottom-up, the system organized from the top will not 
work.

There have been many good initiatives, some of which still work today (Kavar a Nagyi 
Club - Földeák, Tartó Cooperative - Sándorfalva), others have disappeared or do not work 
properly.

Cease of new and old-type cooperatives:

The survival of the socialist cooperatives had no basis after the regime change; some 
of them could survive in transformed form. They had no social background or human 
relationships that would have allowed them to function.

The development is the increase in the degree of complexity. In this regard, we are very 
much left in Hungary, as even the primary cooperatives did not stabilize. In Western 
Europe, secondary, tertiary cooperatives have been operating for decades.

The HUF/EUR, HUF/USD, HUF/CHF exchange rates have unbelievably escaped, which 
means that the forint-denominated loans of previously low-interest foreign currency, and 
thus the repayment instalment have significantly increased.

All this was accompanied by the fact that Hungary joined the Union in 2004, which 
resulted in the gradual abolition of the safeguard duties, the multinational hypermarket 
chains were increasingly spread, but a large part of the goods were imported, so the 
competition in the fruit and vegetable sector has become significant. On the one hand, it 
narrowed the markets and on the other reduced prices, which further decreased due to the 
crisis.

An important factor is that in the Hungarian agriculture the ratio of the black economy 
is “traditionally” high: 40-50%. Farmers, if possible, deal with sales without invoicing, 
and there are several types of tax relief that do not apply to cooperatives, resulting in a 
cooperative’s competitive disadvantage to farmers.

Cooperatives’ investments were too large, and large depreciation shifted the balance.

large part of the POs ceased due to the above processes, which also had a significant 
negative impact on sectoral level. A crisis of confidence emerged partly from the farmers 
‘side, so they were unable to join together, and on the other hand banks’ willingness to 
lend also fell, so resources disappeared from the sector.

Domestic sectoral policy were also based on POs, so there was a shortage in this area as 
well. A technological halt occurred after the cease of the POs.

In addition, one of the most serious consequences on the farmers was the loss of market, 
which was the consequence of inadequate bargaining position due to the small business 
size, and, on the other hand, due to the disappearance of big players, importers strengthened 
and imported goods gaining, market from the farmers.

Over the past few years, the economy organizing functions of POs has been in some areas, 
for example on the field of propagating material, taken over by specialized companies, 
but in other areas, they still have not been replaced at all.

Comparing the Hungarian fruit and vegetable sector to other European countries, we 
can see that we are not competitive. One major problem is that there is a serious lack of 
efficiency. This is mainly an organizational problem, less technical. Another problem is 
that the size of the labor shortage, from the management level to the manual workers, is 
increasing. In addition, it is a problem that a generation change is needed, but the supply 
is not ensured.
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Sándor Kormányos 

Former leader of Hungaro-Coop-Csengele Cooperative

Business features:

The cooperative was founded in Csengele with 127 members in 2003, their profile was 
fruit and vegetable distribution.

In practice almost everything was sold to Vetter Hungary Ltd. 160 million HUF was their 
highest sales revenue. Practically 100% of the sales price was given to the producers, the 
subsidies paid to the PO were devoted to the operation.

This model did not work, the support did not cover the operating costs, so the company 
was abolished and accounted for by the members.

Problems of operation:

The lack of member discipline was the main concern; a large number of members did not 
bring the goods to the cooperative or brought only part of it.

Organic development was lacking, so trust between the members and the willingness to 
cooperate have not developed.

Conclusions and opportunities:

Collaborations need to be stepwise, continuous development is needed. For example, first 
only purchasing should be coordinated and once the farmers know each other, they can 
expand the profile by consulting or selling.

Some of the farmers are no longer insisting on traditional market sales, many prefer other 
channels, which are more predictable, so there is also a need for cooperatives.

There are alternative cooperation models that work well and therefore there is no such 
coercive force for founding cooperatives. Such a model is, for example, when a larger 
producer buys products from smaller farmers and then can sell the larger volume in a 
better market position.

If a well-organized social cooperation network develops, non-participating individuals do 
not play a major role, but if this network is weakened or missing, the individual interests 
of those who disregard the interests of the society as a whole will prevail, such persons 
will be appreciated and their weight in society will be increased. Now in Hungary, this 
can be observed.

The lack of expertise is an important factor. This led to the collapse of many cooperatives 
and other cooperations, while where there were proper knowledge, the cooperation was 
successful. After the regime change, the too little experience was also a problem, since 
under socialism everything was controlled from above and cooperatives were controlled 
by a narrow circle.

Factors of successful cooperation:

There are cases where a person is the key to success. He is the one who keeps together the 
cooperating parties, or with his ideas and expertise advances the cooperation. If they are 
able to act effectively on the market, cooperation will be successful.

The other option is if the diversity of social relationships allows people with the right 
knowledge to work together. In this case, the cooperating parties collectively provide the 
necessary human resources.

An important factor is whether it was a prelude for cooperation.

Increasing the popularity of cooperation:

It would be desirable a closer cooperation between stakeholders in the same profession. 
Educational institutions, farmers and governmental and non-governmental non-profit 
actors should make contact with each other and work together to promote establishment 
and successful operation of cooperations.

It would be very important to transfer information to stakeholders. Knowledge transfer 
from educational institutions and research centers to economic players should be 
established. Publications, exchanges, lectures, and cooperative trainings could be the 
most effective.

It would be important to teach the best available technologies in education so that teachers 
do not hand over outdated knowledge.
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is fluctuating day-by-day, the price is the same in the chain stores for 1-2 weeks, thus it is 
predictable. They would have been better off with this.

- When they were established, there was not enough commodity base for the POs. The 
heterogeneous goods were unable to enter this market. There are roughly the same 
caliber producers in Western Europe, while in Hungary the producer community is 
very heterogeneous. If only small producers team up with each other, there would be no 
commodity base.

- In the Hungarian fruit and vegetable sector, the black and gray economy is 30-50%, and 
often even more. This undermines the market for legally operating POs.

-In the sector, VAT is very high, 27%. If the goods are in black economy given at the same 
price, then 9% out of the 27% is distributed to the producer, 9% for the acquirer, 9% for 
the retailer and no VAT is paid. Or they can sell at a lower price without a bill, gaining 
market.

-The fall of the Mórakert Cooperative, having 5 billion Forints sales revenue, was based 
on the fact that they had made a business plan that was intended to build warehouse and 
cold store that can accommodate 3-4 times more goods turnover, than the existing. The 
producer background was not prepared for that, the loans were ticking. 130 million Ft 
depreciation came to 5 billion Ft revenues. In the case of the surviving DélKerTész, 40 
million Ft of depreciation fell to HUF 4 billion Ft revenue. For the latter, the developments 
are designed for the existing and not the planned needs. In addition, Mórakert did not 
want to integrate production.

-In the case of Mórakert, new members paid more and more for their share, from 50,000 
Ft to 700,000 - 800,000 Ft, then 1,000,000 Ft with the premise that old members took the 
risk of reaching that level. In the case of DélKerTész, the later entering members paid 
the same contribution. The amount of delivered goods is what counts, because they were 
inactive members who first submitted their contribution, but no goods were delivered.

-The majority of the Hungarian POs formed as a cooperative. Here the small-scale 
producers have the same vote. There were some who transformed into a Ltd. or a Joint 
stock company. Here, the decision-making rights of the small-scale producers has 
diminished, the management power has gone to a small group.

- The economic policy environment has been a problem. There was no government in 
Hungary who would not have modified the cooperatives’ legal background. Meanwhile 
the Ltd.-s and Joint stock companies have been developed according to EU directives, 
thus they offer a safer operation. In the fruit and vegetable sector, however, there are more 
family farms, so the cooperative form would be better because they have a vote in the 
operation of the PO. In the grain sector, the Ltd. or Joint stock company is better.

Characteristics of surviving POs:

- Typically, those POs remained, which integrated not only sales, but also production, and 

Ferenc Ledó 

Leader of DélKerTÉSZ cooperative, Szentes

The state of cooperatives after the regime change:

After the regime change, unique solutions were created. Most of the cooperatives, and state 
farms broke up, and the productive assets were not left together. Many left the backyard 
production and tried to sell crops alone. Until 2000, it worked relatively well with smaller 
overproduction. After 2000, in preparation for the EU accession in 2004, customs duty 
has been abolished for goods from EU countries and even from North Africa. Imported 
goods came to Hungary when the country could have produced fruit and vegetables for its 
own needs. In several cases, the producers of Szentes brought their goods to the Budapest 
Wholesale Market, but could not sell it, overproduction was occurred. Therefore, the 
Union has begun to promote producers organizations. In 2002-2004, POs had received 
special subsidization, representing 12% of the member’s sales revenue.

So we became the country of the POs. There were more than 100 POs in Hungary that 
time. After about ten years, by April 30, 2015, their number fell to 51.

What led to the disappearance of the POs?

-Everybody received support who met the expectations which were not too large, so in a 
settlement, even more integration was made from friends and acquaintances. These did 
not work together and competed with each other.

- In Western Europe, the PO movement started earlier, where the production background 
was suitable, only the logistics were missing. In Hungary, there was not enough 
merchandise.

-The founders were mostly small-scale producers, lack of capital. Among the producers 
there were large size and profitability differences.

- They did not recognize that the more developed a country, the more people are buying in 
chain stores (90% in Scandinavia, 75% in Germany). For chain stores, quality assurance 
and traceability have to be introduced.

-They chose for leaders their colleagues who were trusted on the basis of their personal 
relationships. They might have been able to manage small economic size, but they did not 
understand how to meet the needs of the chain stores, requirements of large commodity 
bases, uniform quality, and accurate delivery.

- In store chains, price must be agreed one or two weeks in advance. The supplier needs to 
know how partners are scheduling the delivery. The chain stores does not deal with small 
amounts, small farmers who can not constantly supply goods. Advantages to supply chain 
stores: sales security, good price, but needs to grow up to the task. While the free market 
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or family farmers. More than 50% of the value of the members goods is given by the 
Árpád-Agrár Group. The horticulture of the Árpád Group is one of Hungary’s largest 
vegetable-growing enterprises. The Árpád-Agrár Joint Stock Company of Szentes has 
become known not only in Hungary, but also in other parts of Europe in the past more 
than half a century. At present, besides Árpád-Agrár Joint Stock Company, belongs to 
the gardening sector Árpád Masterplant Ltd. and Szentesi Paradicsom Ltd. The sale 
of vegetables based on the activities of the Szentes DélKerTÉSZ’s business, of which 
Árpád-Agrár Joint Stock Company is not only the founder but also the largest supplier.

The most important products of the PO: Paprika (white sweet, sharp strong, Kapia type, 
California) is 70% of the sales revenue, greenhouse tomatoes (cluster, berry) 20%, cabbage 
types (Chinese cabbage, cabbage, cauliflower) 3%, cucumber 2 %, watermelon 4%.

Regarding the territory data of the members, 32 ha of greenhouse, 170 ha of plastic tunnels, 
5 ha of floating row cover, 200 ha of arable vegetables and 35 ha of fruits are available 
for production. In their greenhouses and plastic tunnels, their members use biological 
plant protection. Complex, environmentally friendly, chemical-saving, integrated crop 
protection has been developed for all crops.

The members annually (until 20 January) enter into a supply contract with the cooperative. 
Since most of the crops (peppers, tomatoes, cucumbers) can be harvested for several 
months, the members should inform the cooperative of the quantity to be delivered in 
a Contractual Annex by monthly breakdown. Once a week (until Friday 12 o’clock), it 
should be indicated that the next week, what quantities are delivered.

In their department store, their members can buy the input materials (seedlings, biological 
material, fertilizers, gardening aids) for their preferential credit (100-day interest-free 
payment deadline), which worth 360 million HUF in 2013.

For farmers, the price paid is set at 2 times a week and paid within 21 days. The 
DélKerTÉSZ Cooperative works as non-profit and returns everything to producers, in 
the form of a qualitative premium at the end of the year. Those who have biological plant 
protection get a double qualitative premium, so it is their interest to introduce it.

The biggest buyers are chain stores (65%), then export (20%), retailers (10%), others 
(5%).

Our main export commodities are white sweet peppers and kapia type peppers, which are 
exported to Germany, the Czech Republic, Austria and Slovakia. Among the greenhouse 
cabbages, cabbage and Chinese cabbage are exported, mainly to Scandinavian countries, 
while watermelons are mainly sold in Germany.

After the formation of the cooperative, the most important task was to prove to the old 
and new customers that the organization is competitive with European competitors in 
quality, accuracy of delivery and full traceability of goods.

Regarding the technical conditions of the cooperative, on the 4.5 hectare site has a 3000 
m2 cold store and 2500 m2 packing hall.

help growers with consultancy and credit. 

- They realized that they can provide a continuous commodity base by using marketable 
varieties and forming a maturation order.

- They prefer to use biological plant protection to produce exportable goods.

-Also, of course, they pay attention to the quality, because in the over-production periods 
only good quality goods can be sold.

-In order to achieve this, quality assurance systems such as Globalgap, HACCP were 
introduced.

-Those members who did not satisfy were excluded so they could educate their members 
to reliability.

- They deliver in time, because in case of delays, they get 10-20 or 30% penalty from 
chain stores.

- In return for reliability, members are guaranteed secure payment terms, thus they also 
achieve that farmers do not take first class merchandise elsewhere.

They did not overplan their investments.

-They do not deal with all sorts of plants, they are trying to become and stay on podium 
place of a market segment with a narrow product range.

- Continuous cost analysis has been carried out and their members are encouraged to set 
up an appropriate economic size.

-Cold store capacity has been built to store fresh goods.

-Producers need to be provided enough profit to be able to develop.

Such a surviving and well-functioning PO in Szentes is the Cooperative of Southern 
Great-Plane Gardeners, shortly known as DélKerTÉSZ.

Characteristics of DélKerTÉSZ:

Founded on November 7, 2002, with 230 members, PO received acknowledgment in 
April 2004. First in the country, since 2004, 95% of the members of the Cooperative have 
Globalgap quality assurance and their packing sites have HACCP certification. In 2006, 
the barcode tracking system was introduced, which has since ensured full traceability from 
the production site to the supermarket shelf. The external audit of their quality assurance 
system has been carried out by DNV Ltd. (Det Norske Veritas Hungary Ltd.). Now 95% 
of their greenhouse products have Globalgap certificate (pepper, tomato, cucumber, 
cabbages) as well as apples and melons.

On 31. December, 2013, the PO had 485 members, the majority of whom were individual 
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A leader of a PO from the Hungarian Great Plane

who asked for anonymity due to his political and social functions.

Establishment of the company:

Some members of a previously operating PO have decided some years ago to establish a 
cooperation with a different profile, thus established the cooperative, which soon received 
the official PO rating. The cooperative has been transformed into an Ltd. after some years 
and is operating in this form since then.

A significant number of members are made up of relatives and friends, they enrol only a 
few new members as they do not aspire to a large membership.

The activities of the company:

The company’s main profile for the first time was trade in vegetables, but later expanded 
with fruits. The product range contains only 7-8 products.

Most of the purchased goods are produced by the members, but are also purchased 
regularly from other producers. A large part of the goods are exported to Western and 
Northern Europe, only a small amount goes to domestic market.

A large part of the goods are sold to chain stores, their partners include Germany’s leading 
chain stores. Trading with such partners is not easy as from European suppliers in addition 
to the standard quality management systems (ISO, Eurepgap, Globalgap) required 
compliance with their own quality management requirements while competing with 
suppliers in South America who are not hauled up even for the most basic environmental, 
health or social requirements.

In addition to the sales, the PO coordinates the input material purchase, provide plant 
protection consultancy, provides expert support for cultivation technology and variety 
selection, helps members to write applications, and on demand, also perform accountancy 
and labor administration. In addition, the PO also owns machines, which members can 
hire. 

The PO also appears regularly at exhibitions and fairs.

The company also participates in technological research and development projects, in 
which cooperate with several universities’ faculty of engineering and faculty of horticultural 
science. However, these cooperations are limited, as the emerging challenges are solved 
by Western European and North American research sites faster, and the technologies are 

According to data from 2013, DélKerTÉSZ has 125 employees and 80-150 casual workers.

Since the foundation they have been regularly involved in domestic and foreign trade 
fairs and markets (eg Berlin Fruit Logistica, Hortus Hungaricus Szigetszentmiklós, 
Farmer Expo Debrecen, etc.). Between 2003 and 2013, they have increased their turnover 
threefold.

The DélKerTÉSZ has an approved operational program for 2014-2018, which also 
defines the direction of development. Their aims include: developing the organization of 
production, improving product quality, improving consultancy, increasing product base 
homogeneity, improving trade, promotion and communication activities, technological 
research and development, trainings, enhancing environmental protection, preventing 
and managing crises and implementing planned investments.

Problems persisting:

- The nonprofit POs are priority audit targets for NAV (National Tax Office), they does not 
understand why there is no profit.

- DélKerTÉSZ PO can not apply for grants in the field of processing at this time. Their 
turnover and size are large enough, however, if their profits are spent on development and 
are not re-allocated to members then members can not expand their production. They do 
not have enough profit to build a cold store.

- Current proposals for producers would provide enough resources to maintain the level, 
but not enough to move forward.

- Now it is a grace status that interest rates are low, so the loan will remain in place instead 
of the applications for grants.

-The reasons for the failure of the POs were not analysed.

- In Hungary the social sector is mixed with the commodity producer sector. We measure 
the support for the social sphere. It should be completely separate.

-The tax benefits of the small-scale producer category should be settled, as this also 
contributes to the gray and black economy.

-15 to 30 years of commitment needed to install plastic tunnels, greenhouses and to plant 
orchards; The predictable economic environment needed for such long-term planning is 
not available.
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Opportunities for development:

They are taking steps in the direction of technological development, which can reduce 
labor shortages.

It is important to constantly adapt new cultivation and processing technologies to ensure 
competitiveness.

József Rácz

The former managing director of Mórakert Cooperative, the first acknowledged PO in 
Hungary, currently wholesaler and retailer of fruit and vegetables.

Crisis of new type cooperatives, POs:

By the end of the 2000s, the POs founded in the ‘90s went bankrupt in series. The reason 
of this is seen as the different problems occurred in the same time.

The main factors were the following:

-The POs had a large amount of investment loans. As a result of the crisis started in 2008, 
bank interest rates increased. Banks would not have helped, they even extracted the funds 
from the sector, so funding became an increasingly large problem.

- In Hungary, within this sector, the proportion of black and grey economies is very high. 
As PO’s subsidies were received on the basis of turnover, and because they were much 
more strictly checked, they could not work black, but because of the very high VAT rate 
they were in a competitive disadvantage opposite to black marketers.

-The hypermarket chains asked for refunds on the purchase price for various items (such 
as shelf money), which could be up to 23% of the value of the goods.

-The leadership in many cases lacked professional experience, because in Hungary it was 
not possible to get it earlier.

-Political interests and connections have often overwhelmed professional interests.

- The lack of discipline of producers was a serious problem, many were transported goods 
only if it met their interests, otherwise they sold the goods on the market or sold it to 
others. This could be remedied by changing the 1 member - 1 vote principle according to 
larger producers.

Filling space after the POs:

copied by Chinese and marketed at affordable prices.

Maintaining the trust of members:

Most of the company’s decisions are made by 6-8 determining members. The others 
accept their decisions because they have proven to be good managers and, on the other 
hand, some of the members can not and / or do not want to participate in decision-making.

An important element of maintaining trust is that the members of the management are 
also producers who sell their own crops to the PO.

At admission of new members personal acquaintance is important, so only members with 
similar thoughts are involved.

The small number of members increases trust.

At the beginning of each year, the approximate yearly operating expenditure is determined, 
and this and some development reserves will be divided and added to the expected amount 
of goods and will only deduct from the sales prices the amount so obtained, the rest will 
always be received by the producer, even if the PO can sell the goods at a better price than 
expected. The members know that the enterprise does not strive for its own profit.

The members have recognized that cooperation is conducive to the improvement of 
competitiveness, if good and proper rules are respected.

In many cases, the appearance of financial investors will ruin businesses, so they will not 
enrol such members.

Major issues facing the business:

The most serious problem is the lack of workforce. Many people went to work in Western 
Europe, and also the public work programmes extracts a lot of workforce from the sector. 
Czech Republic, Slovakia, Romania and Bulgaria are struggling with labor shortages too, 
so there is no prospect of resupply from here.

Size growth is also hampered by lack of workforce.

Labor retention in agriculture is difficult because of seasonality.

Bureaucracy and a lot of administrative obligations also pose a great burden on the sector, 
reducing it would be very important.

In Hungary there is a lack of comprehensive and professionally based sector strategy. 
This is worsening the competitiveness of the entire country.
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Business companies that are involved in the sale of machinery and are increasingly 
engaged in other complementary tasks are very competitive.

It was a big problem that after the regime change, machinery rings like the Austrian and 
German examples could not be created in Hungary.

Most of the POs formed after the regime change have disappeared.

The lack of this and the lack of further forms of cooperation were also due to the deliberate 
attempt by the traders to loosen the cooperation between farmers. The community was 
unable to cope with this, so individual interests overcame common interests.

The small number of cooperations other than the POs is because the subsidies were 
received by the POs, so almost only this type was established.

The key to success in cooperating is the common economic interest and not too much 
constraint.

For example, a group of farmers bought the processing plant of Alföldtej and the company, 
operating that way, is always buying milk at a better price than the other processing 
companies, so it is their concern to maintain cooperation.

Trust could be strengthened through the establishment of cooperations, which will result 
in stable prices, for example indexing to German prices.

It would be important to organize trainings and team builders because of the attitude 
formation. These may be should held in a compulsory system.

 

The survival of former cooperatives was made possible by the members’ determination 
and interest. The economic form has changed many times, but only in Csongrád County 
12 companies still operate on the pre-transition basis.

In small farms, a great problem is the lack of generational change, the larger ones have 
the opportunity for this, a large part of them will be continued by the children, but there 
is also a problem with professional knowledge. Part of the larger farms are looking for 
innovation and development opportunities.

MOSZ’s and TESZÖV’s services are basically professional services, but also provide 
information to the members about legal changes, economic analyses, obligations and 
professional events.

The disappearance of OPs has left a major sectoral crisis and lack behind. Some of the 
producers learned to work with the system during the years of operation and realized the 
benefits of this type of cooperation. They have also adapted themselves in technology to 
supply the POs. They realized they could not deliver to larger chain stores alone.

As a result, farmers of similar interest, having regard to personal relationships, have begun 
to cooperate. Many such bottom-up cooperations have also gained PO acknowledgment 
(Trivega, Pannon Paprika).

In addition to such cooperations, the other direction was started by merchants who tried 
to unite producers and build a stable supplier network.

The Prémium Kert Kft. has 100 suppliers, who originally created the Kert-Ész Club 
Hungary, which is a professional organization, regularly organizes meetings, often 
performing high quality presentations, roundtable discussions.

Conclusions of the reorganization:

Although most of the new cooperatives were ceased and this was a negative experience 
for farmers, but it was also a cleansing process where companies that have been ruled by 
the old socialist mentality, that everyone wanted to extract from the company and do not 
want to add, have been ceased..

The new organizations operate on an economic basis, there is no political motivation, 
organized bottom-up, have smaller size, collaboration of people with similar thoughts and 
interests, and therefore are not as heterogeneous as the former POs.

Ferenc Stadler

Secretary of the Agricultural Producers’ Interest Protection Association of Csongrád 
County (Csongrád County TESZÖV).

After the regime change, some of the cooperatives continued to function in a transformed 
form. They set up the TESZÖV interest protection organization, which operates at the 
county level, and is represented by the MOSZ at national level.

Csongrád county TESZÖV members have established a purchasing and sales cooperative 
named Mezőcity. It has 99 members, who typically own 100-200 hectare sized farms. The 
cooperative carries out a serving function, mainly engaged in procurement. Members are 
supplied with electricity, natural gas, fuel oil, lubricating oil. Because of the large volume, 
they can get discounts, for example, purchasing fuel oil 5 Forints under wholesale price. 
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Mentor/buddy project - Norway

Mentor project is an initiative where new farmers are recruited, getting new knowledge 
and inspiration as well as help with the farming.

Through this project will farmer society get more job satisfaction, increased expertise, 
closer academic environment and more cooperation in general. 

The project has a close collaboration with other advisory services.

The project offers an informal cooperation under conditions that will provide free guidance 
from the mentors/buddies and important networking that will help to make the start even 
better. The mentors will appreciate getting new colleagues nearby, nicer neighbourhood 
and future cooperation in the region.

It covers a wide range of topics:

-resource assessment

-land / buildings / machines

-network access to associations

-vision

-discussions on the farms operating plan

-sharing experiences

-promoting empty buildings

-livestock / plant learn

-dissemination of animals

-marketing

-study/course

The guidance and information provided by the mentors, advisors, associations, food 
safety authority, Nortura and other companies.

Courses, meetings and gatherings are held, to help new farmers.
Chapter 4  

Good and bad examples
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- Local energy source brings safety and independence in times of possible energy   
crisis 

- The combustion of wood does not result in a net increase in carbon-dioxide   
emission 

- The ashes and its nutrients can be returned to the forest

The Cooperative was awarded the Pro Countryside Prize in 2002 and received the Heat 
Designer of the Year 2014 award. 

Kert-ész Club

In 2011, gardener entrepreneurs founded the association. It happened shortly after some 
of the larger POs broke down, causing a serious loss for the whole industry.

Its purpose was to bring together gardeners from the South Great Plain, especially from 
Csongrád County, with large production potential that wish to live in horticulture and 
support their families. Other aim was that the professional background of the club would 
facilitate the lives of farmers, their economic decisions and the operation of horticulture. 
Club members are those who are not only interested in the country’s horticultural policy, 
but also thanks to their ability, the horticulture industry can get its always-mentioned, 
highlighted place in the Hungarian agriculture.

Members of the club do not only listen to invited speakers at the club meetings held 
on the second Thursday of each month, but they also exchange ideas about their own 
experiences, discuss key issues in the sector, form joint opinions on these issues and 
provide professional advice to each other.

The club also maintains a good relationship with the Ministry of Rural Development, its 
clerks regularly participate in the meetings, and members send the joint opinion to the 
ministry’s decision-makers in the sectoral issues.

The Club organizes the Professional Conference named “Zsendülés” in March each year.

Producers can get information from decision-makers, leaders of professional organizations 
and trade companies about topical issues in the horticultural sector.

Famous experts talk about the economic, labor market situation and opportunities. 
Participants come to know successful home and foreign horticulture producers. They can 
shape ideas together with representatives of the leading retail and wholesale networks 
as to boost the horticultural sector. The lectures will show to participants not only the 
financial resources, but also the solution options.

Eno Energy Cooperative - Finland

The Eno Energy Cooperative was founded in 1999 with 12 members, based on experiences 
of the municipality on wood energy, economical aspects, as well as having the support 
of the Finnish Forest Research Center. Currently, there are 54 members. The cooperative 
currently operates three district heating plants in the region of North-Karelia, Finland.

The practical operation started in the Eno with the Eno upper district heating plant, built in 
2000. The cooperative manages the raw material delivery and the operation of the plant. 
The Uimaharju district heating plant, which was built and owned by the cooperative, was 
completed in the autumn of 2002. In 2004, the 2 MW Eno lower district heating plant 
including a district heating network were built. The total length of heating network is 
about 10 900 m.

The concept represents a win-win-win situation, customers benefit from lower heat 
prices, the cooperative members through employment and improved silvicultural benefits 
(thinning ensure the high quality production of valuable timber, energy production ensures 
a market for thinning material) and the region through energy security, environmental 
impacts and local economy impacts (direct, indirect and induced impacts).

The heating plants provide heat energy for schools, health center buildings, sport facilities, 
supermarkets, library, fire station, municipal offices, as well as residential buildings. The 
total heated volume is 292 000 m3.

The three power plants have an energy output of about 15,400 MWh and the use of wood 
chips is about 27 000 m³. The joint energy production of the plants corresponds to the 
annual energy demand of approximately 800 homes.

Advantages of wood fuelled heat production:

- Cheaper heat for consumers compared to light fuel oil 

- Conserves approximately 2 million litres of oil annually 

- About € 2 000 000 saved within the local economy 

- Carbon dioxide emissions reduced by about 5 million kilograms annually 

- Additional employment equivalent to 7-10 persons a year

Advantages of the cooperation:

- Almost all the capital investment stays within the municipality 

- Positive effects on the local forest areas and landscape

- Positive effects on employment
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- 200 tons of plum

- 150 tons of sour cherry

- 50 tons of cherry

- 30-40 tons of peach

Most of the purchased goods are produced by the members, but are also purchased 
regularly from other producers.

A large part of the goods are processed, packaged and then exported, destination countries 
are broken down as follows:

- 30% Germany

- 30% Scandinavian countries

- 15% Austria

- 15% Poland, Czech Republic, Slovakia

- 10% Hungary

A large part of the goods are sold to chain stores, their partners include Lidl, Kaufland 
and EDEKA. Chain stores require from suppliers in addition to the standard quality 
management systems (ISO, Eurepgap, Globalgap) compliance with their own quality 
management requirements.

In addition to the sales, the PO helps members to write applications, coordinate the 
input material purchase, provide plant protection consultancy, provide expert support for 
cultivation technology and variety selection, and, on demand, also perform accountancy 
and labor administration. In addition, the PO also owns machines, which members can 
hire for temporary work.

They also appear regularly at exhibitions and fairs.

The company also participates in technological research and development projects, in 
which cooperate with the University of Szeged - Faculty of Engineering, the University 
of Debrecen and the Szent István University - Faculty of Horticultural Science.

Most of the company’s decisions are made by a few determining members. The others 
accept their decisions as they can not and / or do not want to participate in decision-
making.

Since general topics are presented as well (e.g. taxation, grants, loans and so on) other 
sectors’ representatives are welcome too.

Representatives of the horticultural background are also introduced. Exhibitors from 
the seed distribution to the plastic tunnel and greenhouse building, dehumidifier and 
evaporator installations and packaging technology, help gardeners with consultancy at 
every stage of production.

Another advantage of the cooperation is also affecting the buyers. The people living in 
Csongrád County get access to fruit and vegetables produced in their own county through 
short supply chain sales. This reduces the delivery cost, and helps to keep the high quality 
of products.

All in all, this club has set the cooperation to the exchange of professional knowledge 
and interest representation. There is little business relationship between the members. 
An important feature is that it is a bottom-up organization and it aims to respond to one 
or two specific needs that makes its mission realistic. Cooperation brings an economic 
benefit for members.

For-Tész Ltd.

In 2011, some members of a Kiskőrös PO, which had been operating a few years ago, 
believed that a vegetable-profile organization would be also needed beside the fruit-
profile cooperation, thus 12 founding members established the For-TÉSZ Cooperative, 
which soon received the official PO rating. The cooperative has been transformed into an 
Ltd. in 2015 and is operated under the name For-TÉSZ Ltd.

They enroll maximum 3 to 4 new members a year, and they currently have 25 members, 
they do not want a large membership. A significant number of members are made up of 
relatives and friends.

The main profile of the company was the trade in asparagus and pepper, but also expanded 
with fruit.

At present, approximate annual goods turnover is as follows:

- 700 tons of asparagus

- 1300 tons of sweet pepper

- 1500 tons of watermelon

- 800 tons of apple
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In the following years, fuxli makers also followed this appearance, in 2012 nine, in 2013, 
thirteen, and in 2014, fourteen fuxlies were made. After the initial boom, the number of 
fuxlis fell back, eleven in 2015, and in 2016 only six such items were made. It seems that 
in longer term it is good to participate in the cooperation for those who sells their products 
to large retail chains and wine shop networks.

In addition to uniform design, fuxlis are promoted in joint presentations and tastings, and 
appear on common stalls at domestic wine festivals. At one of the Hungarian wine stores 
the same year fuxlies available on the shelves as a collection.

Junibor - Association of Young Winemakers 

The association was founded in 2009 by young Hungarian winemakers.

“The Junibor - Association of Young Winemakers has been established with the aim of 
creating a community that provides the professional development of the future winemaker 
generation. The most important thing for us is to help each other and thus to make better 
and more likeable wines for consumers. In addition to our own learning and further 
development, we do not want to hide that we want to address our own generation in 
the field of cultured wine consumption and wine culture, so we put great emphasis on 
contacting young wine consumers. “

Members use their own experiences and in most cases follow family traditions dating 
back to several generations and make their wines according to strict principles. They are 
trying to produce products that can replace cheap, poor quality wines.

They are try to use the common appearance for reaching young wine consumers, aiming 
to educate the younger generation on cultured, demanding wine consumption.

Membership is connected to conditions, as they claim principles and show a moral pattern 
that old members and newcomers also must meet, and must remain faithful to them.

The winemakers can become members under 35 years and can remain in the association 
until the age of 40. Currently there are 29 members (between 23 and 37 years) in the 
Junibor, from Hungary’s 10 wine regions.

At the beginning of each year, the approximate yearly operating expenditure is determined, 
and this and some development reserves will be divided and added to the expected amount 
of goods and will only deduct from the sales prices the amount so obtained, the rest will 
always be received by the producer, even if the PO can sell the goods at a better price than 
expected. The members know that the enterprise does not strive for its own profit.

They are taking steps in the direction of technological development, which can reduce the 
ever-increasing labor shortages.

They are constantly adapting new cultivation and processing technologies to ensure 
competitiveness.

Fuxli from Szekszárd

Fuxli as a brand name was created by the initiative of Zoltán Heimann, a winemaker in 
Szekszárd, in 2011 with the participation of five other winemakers in order to revive the 
siller wine which was made about 30% of domestic production at the beginning of the 
XXth century.

At the beginning of the XXth century, most of the Hungarian blue grape plantations were 
Kadarka. Lighter wine made from thin-skinned berries, so one or two days after harvest, 
they often drained off some of the juice from the fermenting must so that less juice could 
be left to same marc, so the wine would be deeper and darker. But they didn’t want to 
waste the drained juice. This redder than rosé but lighter than red wine raw material was 
the base of the siller, which was called - due to its fox-red colour - by the Szekszárd 
winegrowers fuxli (little fox) or fixli, which had awakened from its sleeping beauty dream 
by Heimann winery.

In the first year there were six wineries: Eszterbauer, Heimann, Merfelsz, János Németh, 
Pósta and Sebestyén who made fuxli.

The rules of the fuxli making are laid down in such a way that any wine maker in Szekszárd 
who keeps the rules, may produce such wine and then be judged by a professional jury 
and, if it meets the requirements, could use the brand name.

Bottles are displayed with a uniform image; The fuxli logo is the same and the labels of 
the six founders’ bottles were designed by the same artist. So each one has a fox image, 
and on the back of the bottle, the six winemakers recommend each other’s siller to the 
costumers.
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and then started building the first such family house in Domaszék near Szeged. The 
construction is still in progress, but soon the first Hungarian hemp house will be completed. 

The green energy program aims to provide people with healthy, renewable resources, thus 
reducing the overheads. The program seeks and promotes solutions that can be applied 
with as small investment as possible  and has the greatest contribution to reducing the 
family’s overhead costs.

Évkerék Organic Farm

Évkerék Ökotanya (Wheel of the Year Organic Farm) was established in Balástya, near 
Szeged by a couple, László Kiss and Orsolya Kiss-Kovács.

The farm operates in the AMAP system (or it could be called part of a community economy) 
based on the idea of linking consumers and small farmers directly, thereby reducing the 
cost of mediation, offering affordable, fresh and seasonally changing diversified healthy 
bio products; while providing a decent livelihood for family farmers who practice natural 
farming.

In their cooperative form of French origin, consumers also commit themselves to a 
small-scale farmer for a shorter or longer period of time to buy products (e.g. fruits, 
vegetables, eggs, meat or cheese) in the form of a pre-financing box system. In return, 
the farmer undertakes to produce vegetables or other crops at a fixed price that he takes 
to a distribution point on a weekly basis. In an already balanced, independent and stable 
AMAP system (with a minimum of 40 families), it is no longer forced on the farmer other 
sales methods (market, large-scale processors, etc.), thus distributing all the vegetables 
produced on the farm to the customers of the box system. This ensures that nothing 
remains on the farmer’s hand in the peak season, he does not produce overpayment, the 
vegetables are not wasted, otherwise they may not be able to sell, and consumers can see 
more vegetables in their summer boxes. 

An agreement is made between the producer and the consumer about the method of 
production (e.g. to operate as a certified organic farm or not). This agreement makes it 
possible for the producer to get a realistic price which can cover the cultivation costs while 
giving consumers the opportunity to influence the methods of production, the diversity of 
the box and thus also the price of the box.

“We have a common tasting session once a year, where we have time to talk to our 
wine lovers and to showcase the specialties. We think that on these occasions everybody 
can find his wine and winemaker, because in the line-up there are always of sparkling 
wine, rosé, light- and full-bodied white and red wines and also Tokaj dessert wines. We 
occasionally try not only with our wines, but also with a roundtable discussion, to show 
the life of the winemakers, the situation of the Hungarian wine sector, and which topics 
we care about. “

Junibor has created a special cooperation with the DiVino wine bars that sell exclusively 
Junibor winemakers’ wines, now at 5 fixed locations and in the summer festival season at 
3 mobile stand at various points in the country.

KÖSZI Trade Cooperative

Köszi Trade Cooperative was founded by 12 private persons in 2014. The main profile of 
the organization is a consumer cooperative that provides members and other customers 
with high quality, affordable price products, but also has an organic farming, eco-house 
and green energy program that targets the dissemination of new technologies in Hungary.

The community food retail program, through their online webshop, offers over 30000 
products to members and outsiders. The range of products covers not only the entire 
range of foodstuffs, but including household paper products and chemicals as well as 
food supplements, and cosmetics. Bio and ecological products are prominent in the offer. 
In relation to suppliers, fair trade principles are also taken into account.

They do not operate department stores, shops, the webshop works largely automated, so 
the costs are lower. They strive for forming short supply chains, so less retailer profit is 
added to consumer prices.

The eco-farming program is under construction now. Its aim is to provide healthy, 
chemical-free foods for urban people, which are produced locally. 

The eco-house program aims to provide affordable and healthy homes for members. 
Studying more eco-architectural solutions, they decided to promote hemp concrete 
technology. The cooperative conducted the Hungarian licensing process for the technology 
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We have been interested in community-supported farming systems (CSA, AMAP), eco 
farming, and self-sufficiency already during the university, and we have studied domestic 
and foreign good examples as well. With the French AMAP system, Benoit Hertz 
community farmer from Provence was who introduced us. Since then, we have not found 
any other system that could bring so much benefit to a conscious consumer and a family 
business who wants to produce using organic methods.” 

The contents of the box are tailored to the families’ kitchen, the seasons and the garden. 
This means that every week, approx. 10 types of organic vegetables and green herbs can 
be counted, corresponding to the season’s freshly harvested crops, delivered directly by 
farmers to a community pick-up point, in the form of vegetable boxes compiled with high 
variety.

The ways of vegetable compiling are different on every farm. There are places where 
wooden boxes, handbags, cardboard boxes are used, in our case the weekly crop waiting 
for the Vegetable Community in plastic crates.

The delivery of vegetable boxes to the pick-up points takes place from May until 
February. There are currently 10 months of agreement with the members of the Vegetable 
Community. It is possible to pay 10 instalments at the beginning of the month at the first 
box.

In this system, the production costs of the season are divided between the members and 
not priced according to the market prices of vegetables. Moreover, because of the fixed 
price, the risks of production are largely borne by the buyers, not the sole producer.

Greenfarm Ltd.

The company was founded by Gábor Héjjas, who originally worked in a completely 
different field, then began farming, and the demand for organizing sales arose due to that.

After the regime change, his father returned to the family lands around Kecskemét, and 
despite being a music teacher, he started farming. At that time, Gábor worked in Budapest 
at the Magyar Telekom. In 2006 he inherited the family estate and had to decide whether 
to continue farming. At Telekom, he was involved in customer marketing, after that he 
was employed also as a leader at Microsoft and Invitel. Until 2011, he did the farming as a 
part time job, that time left his full time job and moved to Kecskemét. That was when they 

Members meet weakly at the takeover, where acquaintances and friendships are formed 
over the years. Here people exchange vegetables, recipes as well as ideas. Seasonal 
recipe blog is written following the change of the vegetable box, events are governed, 
and members visit the farm to see how the vegetables are grown.

„Évkerék Ökotanya (Wheel of the Year Organic Farm), the name of our organic farm 
reflects our mission to follow the cycle of the seasons and live in harmony with nature. 
We find it especially important to produce organic and seasonal fruit and vegetables of the 
highest quality for our own family and many other local families

The following three core values constitute our mission:

1. AMAP community-supported agriculture/ vegetable box system

We successfully operate our community-supported agriculture (CSA) venture, delivering 
boxes of organic vegetables grown in our organic vegetable gardens of 1.5 hectares 
weekly to those 65 families living in Szeged who entered into an agreement with us.

2. Seed saving

There are 160 varieties of organic vegetables grown on the farm, including special foreign 
varieties as well as Hungarian regional varieties. We also deal with seed saving (for 
personal needs only), the organisation of seed swaps and the establishment of a Hungarian 
seed network of growers.

3. Local community building

With the help of some families living in the neighbourhood, the so-called “Szeri Ökotanyák 
Szövetsége” [Association of Organic Farms of the Szer Region] was established in order 
to promote self-sufficiency in farming at a local level and live from what we produce with 
our own hands by means of using the tools of organic farming.”

“We started as a couple of agrarian engineer and environmental economics engineer to 
evolve a colourful little garden. On the seven hectares of land surrounding our farm, we 
cultivate a vegetable garden with ecological methods, cultivating fruit trees and pastures, 
breeding native “racka” sheep and native poultry, while we are improve ourselves on 
the field of natural phenomena, the secrets of landscape management, the power of the 
community, from season to season.
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higher than the normal production and this is difficult to enforce in prices. In Hungary, 
neither the cultivation nor the market of organic products developed as fast as in Western 
Europe. Peppers, tomatoes, cucumbers, and even other products can be produced without 
chemicals if we are working with appropriate cultivation techniques, but fertilizer is 
used for nutrient supplement and therefore can not be considered as organic farming, 
however a healthy, chemical-free product is obtained. This is also indicated by a “healthy 
food” label that differentiates their products from organic vegetables as well as products 
produced with use of chemicals.

40 different crops are produced by their producers. There is a small factory in Tiszakécske, 
where they make pickles.

They also buy from the Budapest Wholesale Market to supply the shops, thus 
complementing the palette with products that do not grown in place (e.g., tropical fruit) 
and thus ensure the supply of goods even if their own producers at a certain time are not 
able to supply sufficient quantities.

Quality is very important in stores, but not just at the time of arrival, but it should be as 
fresh as possible 1-2 days later too.

Labor expertise is a key element and needs to be taken care of because shop assistants 
often change, so a very effective training program is needed to ensure that shelves are 
always properly managed. For this reason, they have an employee who continually 
monitors the fruit and vegetable department of their affiliate stores performing a shelf 
service, which has doubled the fruit and vegetable turnover of the stores in two years 
after the introduction of the service, so that the turnover of the farmers has also increased 
considerably.

When they evolved the design, they tried to make buyers feel more in a market rather than 
in a department store. Many details had to be planned (what kind of layout should be, 
where products should be placed compared to each other, the colors are good, etc.), they 
were very careful and lasted about 8 months for creating the current appearance.

During the week and at the end of the week, other products are focused and others on 
sale, adapting to weekly changes in consumption (e.g. more people cook at home on 
weekends).

Employees are regularly taught to always pay attention to the details, and after a while, 
they automatically apply the key principles.

A page was created on the store chain website where they promote the products that 
they think consumers buy less than the market could have consumed. Here, recipes are 
published about such little-known products (e.g. beetroot, avocado).

Stores regularly negotiate which products are those that can be used to produce a little 
more profit margins and less worthwhile. Here, the price sensitivity of each product must 
be taken into account and the price must be adjusted so that the volume of sales and the 
profit can be as big as possible, but volume is the primary.

began to transform the economy. Her father was dealing with arable crops, there were no 
plastic tunnels, but some sheep and other animals.

Slowly he went into farming and developed the economy. They cultivate now approximately 
100 hectares of farmland, 6 hectares of which are covered by agricultural plastic tunnels.

In 2013, they began to cooperate with the Univer. Univer is a wholly domestic-owned, 
cooperative-based group of companies, which is the market leader in the field of paprika 
cream, mustard and mayonnaise production in Hungary, and is among the largest in the 
ketchup, canned, food and baby food markets. In addition, has a grocery store network of 
52 shops around Kecskemét, which are the member of the Coop network in which they 
sell their own products, beside others. Because of the rivalry with the large chain stores 
they struggled for survival and had to find something that would make them competitive.

Since Gábor was a marketer and also a producer, they got in touch with each other and 
started work together to create a system that would benefit all parties.

After the economic crisis, buyers began to pay more attention to what they are buying. 
Not only the price was considered but also where the goods are from, how and who they 
are producing. This is why the popularity of producer markets has also grown this time.

The cooperation is operated as an ltd. called Greenfarm. It purchases the products of 
several farmers besides the Héjjas farm and then deliver it to the store shelves. They had 
to find the elements that could reach the group of customers whose thinking became more 
conscious.

Cooperating shops form a cluster. Otherwise, these stores are of a size that can not spend on 
expensive TV campaigns and billboards, but want to achieve effective on-site marketing.

In most of their stores, there are fewer place for fruit and vegetable sales than 22 pieces 
of 10 cm high plastic crates. In small shops, it is difficult to make a shop window that 
captures buyers. Small retailers have some knowledge to operate stores, but not always 
so much that can assure long term subsistence, however they can not afford to pay for it, 
so they need to be supported with necessary knowledge and information. 

Another important element of the concept was that they wanted to deliver products to 
local customers. A circle of 50 km radius was thought to be suitable for producers to 
deliver their goods to the company’s warehouse. They are not prescribe strict rules on 
products as big chain stores. Here, you do not need to have all the fruit with the same size, 
it is not important to all crops have the same shape, the essence is to be fresh and look 
good. Compliance with legislation is, however, compulsory, mainly in terms of chemical 
use, but several suppliers are also engaged in organic cultivation, so they do not have to 
worry too much about it.

They do not engage in certified organic farming because its cost would be 40-50% 



Cooperation based business models in rural areas Cooperation based business models in rural areas72 73

Project of Magyarcsanád:

Magyarcsanád is a village with 1408 inhabitants in the south-eastern part of Hungary. The 
local government has started a project on generating electricity and heat from renewable 
energy and the establishment of a fruit and vegetable processing plant from 2015. The 
participants of the project are the local government of Magyarcsanád municipality led 
by mayor János Farkas, ACF Arundo Celluloz Farming Ltd., who is the only authorized 
license user of giant reed industrial volume propagation in Hungary, developed by the 
University of Southern California in the USA, and NATURTRADE 2010 Ltd. represented 
by Imre Bibók managing director,  who is the representative of the ACF reed growing 
in Southern Great Plain, Serbia and Romania, as well as a company producing and 
distributing gas plant and carbonization technology. The company participates in the 
construction and operation of both the energy producing plant and the generated heat 
operated drying plant, from the reed plantation to the production of energy, as an adviser, 
integrator and investor.

As a first step in the project, in the autumn of 2014, the municipality completed the 
necessary soil preparation. After that, NATURTRADE 2010 Ltd. (ACF) provided the 
ground ball seedlings, ready to be planted, 10,000 pieces per hectare. These seedlings 
were planted by the local government with the help of public workers between March and 
May. Physical weed control and, the necessary irrigation, needed in the first year were 
also realized through the involvement of public workers. Additionally, the mechanical 
weed control of the second year and the harvesting of the generated biomass by hand or 
machine during the winter will also take place in this way. From the third year for 20-25 
years, the municipality will harvest the generated biomass by hand or by machine every 
winter. Electricity, heat and carbon are generated from reed during use. Local governments 
with biomass boilers bought with state subsidies for heating local government premises, 
can burn collected biomass from the settlement, and additional reed in their own boiler to 
supply the energy needs of public buildings. In the present case, the local government of 
Magyarcsanád, on the proposal of NATURTRADE 2010 Ltd., plans a bio-power plant for 
the purpose of electricity supply and job creation, and plans to build a drying plant there.

The financial contribution of the local government:

The local government has made a number of contributions to the project’s achievement 
and effectiveness. Such was the award of grant for employ unemployed people in a public 
work program, in which 130 people can be employed. In addition, 30 million Forints of 
subsidy were given to meet the needs of material expenses and also investment needs of 
public works. Furthermore for 1 ha of own land, giant reed seedlings were bought and 
planted with public workers. The price of ground ball, ready-to-plant seedlings, included 
guarantee and consultancy was 60 Ft / pcs + VAT with instant payment, the cost of which 
was paid by the public work program. In addition, the municipality provided 1,2 ha of 
land to NATURTRADE 2010 Ltd. to build the energy producing plant and drying plant 
as well, within 5 years, thus providing energy to the local government buildings. The 
area will be on the hands of the ltd. if the plant receives an operating license within 5 

They are also talking to the Coop stores in other regions, about the introduction of the 
concept they use, which would be good for them, as they could sell more farmers’ products 
and consumers would get more good quality local products.

Producers love to work with them because they have a secure market and they pay fast, 
which is especially important for smaller producers in terms of liquidity.

It is very important to work together with producers, to be understanding with them. 
Sometimes the crops ripe sooner, sometimes a few weeks later, but they must be sold at 
that time. Store chains do not care about this, and also not really important for most of 
them to sell local products.

There is a customer segment that is not only care about the cheap price but the quality, 
personal content and surplus are also important they provide. 

They do not cooperate with the Univer in processing because there is no need at present; 
there are too few second-class goods on the part of producers to be processed in the 
canning industry, and Univer runs completely separated Coop’s shops and factories.

Arundo project - Magyarcsanád

Hungary is one of the most vulnerable countries in the region with regard to energy 
dependency.

Biomass-based boilers are spreading more and more in the energy sector, industry and 
households, but there is a need to reduce the costs of the state administration sector as 
well.

In Hungary, the utilization of traditional forestry raw materials and by-products has been 
widespread, but significant potential exists for woody energy forests (poplar, willow, 
acacia, maple species, etc.), arable by-products and herbaceous energy crops.

There are recent trials to acclimatize plants that have not been cultivated so far, such as 
Giant reed, Virginia mallow, Elephant grass. The Giant reed (Arundo donax L.), whose 
energy content competes with the hardwood tree, is now undergoing experiments to spread 
in domestic area. This is one of the most promising biomass plants regardless of climatic 
conditions. An important advantage is that it is easy to grow, it can remain productive for 
up to 20 years on the same plantation, does not erode the soil and is not invasive.
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House of the Puszta Judge.

The present chairman of the cooperative is Gábor Vágó, who previously operated a fruit 
and vegetable cooperative. The real engine of the cooperative is Gábor Vágó’s wife Ildikó 
Baranyi.

Some of the goals of the Bergendóc Social Cooperative have been realized, but some do 
not, while certain ideas have only partially been realized.

Achieved goals:

The Lavender Garden and the House of the Puszta Judge can be considered as realized 
goals, which are the most important venues for the cooperative’s activities. Both of them 
contribute to the tourism development of the area, as the House of the Puszta Judge 
extends the possibilities of the accommodation in the neighbourhood, and together with 
the Lavender Garden, it provides venues for events. Besides the events, the lavender 
plantation also hosts photo sessions and provides the raw materials needed to produce the 
products.

They have created a rest area, which is also an important tourist destination as it is located 
beside the Great Plane Blue Tour.

They also bought yurts, which are home to programs as movable visual elements, and 
function as summer accommodation places as well.

In addition, the cooperation with the Pusztaszer Local Government can be considered as a 
result, which made possible to establish the House of the Puszta Judge and also to operate 
that today.

Partly achieved goals:

The formation of the educational garden was accomplished but its maintenance and care 
in the future is questionable. The initial enthusiasm lowered down, so it can be said that 
Ildikó often takes care of the garden alone without any help. The reason for the neglect of 
the educational garden is the lack of proper linkage with the local primary school.

Numerous events have been held in recent years, but some of them have lost interest over 
time, lacking adequate organization, information and financial resources. The Lavender 
Feast, the spectacle pig slaughter and the turns of the seasons are popular, while the 
fairy tale and music nights, the sound baths, the seed exchange and the plum feast were 
not successful and disappeared. As a new program, in October 2016, the cooperative 
introduced the crane feast.

The children’s camps were a great success, both for parents and for children. They 
provided value to the children and to other participants through the help and assistance 

years. The municipality has also undertaken to collect biomass from the settlement with 
public workers, watering the plantation in the case of dry spring and solving the workers’ 
training

Benefits from the project for settlements and neighbourhoods:

The construction of the group of plants has many advantages for both the settlement 
and its inhabitants. The bio-power plant and food processing factory increase the local 
government’s local tax revenue and the heating of the community house is also solved 
by the power plant. Furthermore, using the settlement biomass, the village becomes more 
arranged. The biggest impact will be on the decline in unemployment, as it gives job for 
the public workers and the energy production for 3-4 people, as well as the drying plant 
employs 8 to 10 people. But Besides this, it also gives work for local producers, and 
nearby settlements, as well as possibly Romanian, Serbian farmers that can supply reeds, 
agricultural inputs, by-products (corn stalk, straw, wood chips) to the plant. Additionally, 
they can work with vegetables and fruit producers to ensure the raw material production 
for the drying plant. Herbs could grow and be harvested, as plants could be dried. They 
can also act as a model place and demonstration plant, giving others a good example. 
Economic recovery can result in the welfare of the population, which clearly contributes 
to local economic development.

Bergendóc Social Cooperative

Bergendóc Social Cooperative started its operations with the support of EU and national 
funds in 2013 with 9 founding members, including Dóc Local Government. Its aim was 
to establish a stable and self-supporting social cooperative that creates local jobs and 
enables the economic and social activities of the area to be coordinated. The main idea 
of the project was to implement tourism development and activities that would improve 
the living conditions and livelihoods of the disadvantaged population of the settlement 
and its surroundings through the exploration and presentation of the characteristics of 
the area. The activities planned at the founding date: the establishment of a slaughtering 
point for the processing of local products, the creation of a lavender garden, the creation 
of the House of the Puszta Judge, the establishment of a resting and display place for 
tourists, and the promotion and sale of locally produced products, and linked to these, the 
employment and training of 12 persons.

The cooperative carries out its activities on two sites, one in Dóc and the other in 
Pusztaszer, 19 km from Dóc. In Dóc, the Traditional Garden and Lavender Plantation 
represent the main sites of the cooperative’s operations, while in Pusztaszer there is the 
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A bad example

In this chapter, we present a Hungarian cooperative that ended in the first decade of the 
2000s. We do not name the given cooperative, but we try to find out the factors that led 
to failure.

Talking about Hungarian specialties of producer cooperation we have already pointed out 
that, although cooperatives were formed since the end of the 19th century, and they have 
achieved results, but their economic, social judgment is highly ambivalent. In short, we 
can say that the natural development of the cooperative model has been broken up several 
times.

When we want to analyse the bad practice in Hungary, it is important to take into account 
the long-term situation that has occurred in the recent negative event.

In the presentation of cooperatives in Hungary, we have already focused on the situation 
of cooperatives, now we would like to underline that, for better understanding of bad 
practice, we can not ignore the circumstances in which cooperatives were created in the 
90’s in Hungary.

Owing to the following factors the rural society hardly accept cooperation

• Experiences of cooperatives based on violent collectivization

• Ineffective cooperatives

• Community property, joint management, lack of ownership of membership

• Privatization Disadvantages - Arousal to Leaders

In the light of all this, it was understandable that in the ‘90s it was difficult to establish 
economic cooperation in a cooperative form. Nonetheless, in some cases, cooperatives 
started up, and initial successes gave rise to cooperative foundations.

In a few years, however, most of these cooperatives were failed and had to be wound up. 
In a number of cases, where the problems that we are talking about later, have appeared 
a few years after the establishment, the cooperative has escaped ceasing by merging into 
another cooperative.

Below are the factors that led to the failure of the cooperative and which have eroded and 
still eroding farming based on cooperation.

of professionals. However, due to lack of resources, they have not been organized since 
last year.

It was only possible to produce different products until the subsidy was paid and they 
could employ people. Today, Ildikó prepares the products alone, which he can not produce 
in sufficient quantity. There is a need for both labor and market entry. There have been 
attempts to gain workforce, but because of legal obstacles they have failed so far.

Goals that have not materialized:

The slaughtering point was not created, especially because of legal obstacles, however it 
would have contributed to maintaining employment.

They could employ 12 people for a year and send to trainings, but this was only a 
temporary success or a result. Employment could not be sustained because of the number 
of employees. Furthermore, the trainings were not successful as no one was able to find 
employment with the acquired profession.

Cooperation with the Dóc Local Government also failed, as the cooperative’s leadership 
achieved the mistrust of the local government with its behaviour.

Other cooperations have not developed, however, it would have been possible to build 
contacts with other social cooperatives or local beekeepers. Lavender forms valuable 
raw material also after use. There are many beekeepers and beekeeper families in the 
area around Dóc who are struggling diseases attacking the insects. Lavender is a remedy 
for many illnesses and keeps away pathogens. There would be a need for unused or left 
lavender, which would be of great help to the beekeepers.

Main problems of operation:

Working with disadvantaged people is difficult, it is not easy to involve them in any 
community program. In practice, only regular payment is the way to keep people in the 
cooperative, but as long as there is no regular state support, this is not possible. People 
employed in the initial grant period disappeared after the state aid ended. Social benefits 
were not utilized by the members, and the knowledge gained in the trainings was not 
used. Much of the disadvantaged people do not want to improve their situation.

Certain activities or the employment of people with the help of other grants are hindered 
by legislation.

The lack of volunteers is also a problem in the operation. Leaders do not have a good 
relationship with local primary school and local government as well as with other 
institutions.
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Lack of discipline. 

In the implementation of the cooperative model, the reciprocity between the member and 
the cooperative is important, both the member and cooperative have obligations and rights 
against each other. Market competition can be won by good quality, high volume and well 
scheduled delivery, therefore the member must produce under the cooperative’s guidance. 
Members must deliver it under pre-determined conditions (quality, quantity, schedule), 
and the cooperative has to buy the goods accordingly. There were many anomalies in this 
field too. On the one hand, the cooperative bought low quality goods from some members, 
while from others it did not buy even good quality goods (corruption). On the other hand, 
the attitudes of the members were that if they could sell more favourable conditions on 
other sales channels, they did so.

Fiscal errors. 

They did not use efficient, up-to-date accounting and controlling systems, so they did 
not have adequate information. It has been a mistaken practice that the system of interest 
has been adjusted to sales rather than to profitability, which has created a wrong decision 
mechanism because it encouraged the sales volume to be increased at any price instead of 
pursuing profitable sales.

Owing to the lack of provision, investments and purchase of assets were financed by 
purely credit, which set the cooperative on an unsustainable financial path.

The service provider function of the cooperative towards the members was financially 
unsustainable, this mission exceeded the possibilities of the cooperative.

The product portfolio (60 products), which was maintained at a rapid increase in volume, 
was a logistical challenge that the cooperative was unable to meet.

Trade. 

The cooperative traded a significant amount of goods, delivering its products almost 
exclusively to large supermarket chains. Though it opened its own shop, but it worked 
unsuccessfully, which also pointed to the failure of the sales strategy. Up to 20% of the 
volume of sales was exported to the foreign market, so this sales opportunity could not 
be captured.

Control. 

Membership is fragmented and has not done everything to control the management of 
the cooperative and to confront it and the full membership of the problem in time as to 
remedy them as soon as possible. In addition to fragmentation, we should also mention 
that a significant, responsible ownership approach has not developed in most of the 

Although in the specific case, at the time of the establishment - based on a foreign example 
– they followed a cooperative model created by producers, respecting the individual 
property, however, some factors that had a negative impact from the beginning were 
present. The establishment of a cooperative was a local policy goal, not just the economic 
purpose of some farmers. Thus, strategic and operational decisions defining the life of 
the cooperative represented the political ambitions of one or a few people, and this was 
against economic rationality.

Producers’ Organization (PO) qualification and grant systems. 

Fresh vegetables and fruits sector can receive grants through POs in the Common 
Agricultural Policy. In addition, the support system operates on the basis of the 
organizations’ sales revenue and encourages investments. Certified POs and the temporary 
POs could receive a higher grant intensity than the individual applicants in the investment 
grants of the European Agricultural Fund for Rural Development or previously the 
European Agricultural Guidance and Guarantee Fund.

This support environment sparked the investment attractiveness that coincided with rising 
output, but increased the credit portfolio of the cooperative, resulting in reaching a critical 
point where its liabilities exceeded its assets and no longer had its way back.

In the analysis, we focused primarily on internal factors. However, as the cooperative 
indebtedness indicator is a consequence of lending, we can not ignore the fact that from 
2008 a prolonged credit crunch has evolved that has accelerated the process of bankruptcy.

Lack of expertise and experience. 

The political and economic system change that began in 1990 and the involvement of 
the international economic circulatory system based on market economy, demanded new 
expertise and paradoxically experience from management. Business executives who 
gained experience besides of their theoretical knowledge in the 1980s usually established 
their own company during the privatization, few of them were top manager as an 
employee, even not for a cooperative. Thus, young executives came to the management 
of the cooperatives who, though they had good qualifications in their field of expertise 
but lacked experience. At the same time, it should be noted that, due to the new economic 
environment, older managers may not have full value experience.

In addition to the management of the company, there was a quality problem among 
employees, especially middle managers. It was impossible to set up and maintain a well-
trained, experienced and motivated middle management layer, a kind of contraselection 
occurred that was manifested in the reduction of individual talent. This also contributed 
to serious problems in warehousing and handling, which had a significant impact on the 
merchantability and quality of the goods, and thus the reliability of the cooperative.
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members. In many cases the relationship with the old cooperatives was working: we only 
look at what we can get out of the cooperative, but what we need to do for it, that is not. 
It is interesting to note that even the same people, if they are not in cooperatives, but in 
an Ltd, are behaving much more responsibly. The lack of proper control and the lack of 
information based on it led to a great deal of mistrust.

Growth.

 Although it had a harmonious growth path in the first few years, it then changed to a very 
fast growth rate. Growth was manifested in revenue, but also in members and staff. The 
sudden increase was no longer manageable with previous management practices. This is 
true of the operational tasks, but likewise the sudden swollen membership could not be 
co-organized, motivated in the old way, the operation of the cooperative became difficult. 
Membership, in turn, became more and more diversified, which made it difficult to build 
and maintain trust in each other.
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	It is important to note that cooperations have different phases (in the case of a single 
cooperation, or even in national level). Cooperation in general is desirable and 
useful, and in case of a serious crisis it is not necessary to renounce cooperation, 
but to find new ways.

	Cooperations need a predictable, stable background, especially in terms of 
legislation and law enforcement. The parties must thoroughly measure the legal 
status of the country before starting the cooperation and, if necessary, compensate 
the deficiencies in the founding document.

	The legal form of cooperation is not essential (it may not only be a cooperative), it 
may even change, and also cooperations need organizational innovation.

	In general, it is desirable if the cooperation is organized from the bottom up; in 
case it is initiated from above, then the initiators should not participate directly in 
the cooperation, rather focus on framing it.

	It is important to lay down the obligations of the members at the beginning of the 
cooperation. Adhering to these can be facilitated by the appropriate choice of legal 
form.

	The responsibility of the cooperation’s operational management should be 
carefully developed. In small scale and homogeneous cooperation it is practical 
to choose a cooperating partner as manager. Thereby he/she is directly concerned, 
interested, responsible, and can be asked for his/her decisions.

	The rational decision of members may be to mandate an external manager. In 
this case, it is very important to stipulate a contract that carefully specifies the 
responsibilities of the manager.

	It is important to set specific goals at the beginning of the cooperation and these 
goals should not exceed the members’ founding potential. Efforts must be made 
for organic development; growth is to be appropriate and tailored to the capacity 
of the participants. Cooperation is successful if a positive result to the members 
can be achieved, even if the cooperation has a limited goal. Excessive cooperation 
could endanger the results achieved so far.

Chapter 5: 
Some basic 

recommendations on 
starting a cooperation
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	Trust is an important and essential element for cooperation. In order not to risk 
the maintaining of trust, it is recommended that the membership should not be 
too large and too heterogeneous both at the establishment of the cooperation and 
during operation.

	If, owing to economic growth, cooperation reaches the limit of personal scale, it 
is worth thinking about stipulating a secondary cooperation rather than increasing 
the number of members.

	Personal trust between members is important not only at the start, it must be 
upheld, so engagement and active participation are needed.

	External funding sources (financial investors, state subsidies, loans, etc.) need to 
be treated with extreme caution by the cooperations.  Subsequent consequences 
of these and the scale of return has to be taken into account. It has to be carefully 
examined whether it is in line with the realistic goals of the members (sales, staff 
numbers, profits etc.).

	Despite the fact that cooperation can have a social mission, the decision-making 
hierarchy should benefit economic decisions. Economic decisions should consist 
of decisions of a given profession (e.g. agriculture) as well as economics (e.g. 
marketing, accounting, etc.).

	Communication between management and members is an important aspect. For 
cooperations where a professional management is formed, and thus most of the 
members do not participate in daily decision-making, the regular communication 
between the management and the other participants is very important. The 
management needs to provide relevant and realistic information. Feedback from 
members should be accepted, handled and processed appropriately. Customized 
and well matched forms of communication should be used.

	Networking is important. Cooperating partners should make efforts to establish 
new contacts with individuals and organizations - interested in the subject - both 
inside and out of the cooperation (education, research, social organizations, other 
professional organizations). This increases both culture and effectiveness of 
cooperation.
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People living in rural areas are 

facing the problem of increasingly 

difficult living all over the world. 

There are some areas, where 

people have realized that problems 

can be most effectively tackled by 

cooperation, but in many countries 

the culture of collaboration is low 

because of historical, social or 

other reasons.

The willingness to cooperate 

depends on the proportion of 

successful and unsuccessful 

cooperation initiatives and their 

conclusions. In our publication, we  

try to find out the reasons and 

backgrounds of successful and 

unsuccessful cooperation. For this 

we have examined the cooperative 

system, their formation and legal 

background of the five European 

countries participating in the 

project. In addition, we analyzed 

the experiences of good and 

bad examples with the help of 

experts proficient in the field 

of cooperation, and we present 

good practices that can serve 

as examples to follow or can 

be the basis for new ideas. The 

conclusions of our study can serve 

as a lesson for all collaborators.
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