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Executive Summary 
 
After a series of reforms begun in 1992, the governments and institutions of Europe 
have arrived at a juncture whereby they are in the process of defining their agenda in 
support of the agricultural sector—a sector that secures the livelihood of millions of 
farmers and occupies a physical space that extends across over 45% of the EC’s 
footprint. 
 
Tomorrow’s agriculture will have to produce more, whilst polluting less; it will have to 
account for the newfound sensibilities of the European consumer, whose expectations 
have evolved to include a social and ethical dimension, in addition to the more 
traditional geographical and physical considerations that go hand in hand with 
agricultural activity. Therefore, the defence of the agricultural potential of Europe is 
imperative, especially given  the challenges related to the production of public goods, 
including food and environmental security.  
 
This line of defence will be most effective when proper value is given to the role of the 
networks formed by various European farming businesses, both in the context of their 
socioeconomic and environmental impact in rural areas, and in terms of their leverage 
in maintaining a balanced agricultural supply chain. Indeed, the trajectory taken by 
the prices of agricultural products in recent years confirms that one of the most 
significant threats to the stability and viability of the agricultural sector is the 
unbalanced nature of the foodstuffs market, which in turn is caused by the structural 
differences within the various elements of the supply chain. 
 
Therefore, encouraging and sustaining the process of consolidation of agricultural 
supply (including service sharing in the areas of access to innovation, financial 
instruments and credit) must be a priority of future policy programs for the 
agricultural sector and the rural areas of Europe. 
 
In this scenario, cooperative agriculture represents an exceptional tool, which is able 
to both be an expression of the expectations of the community it belongs to and 
facilitate the aggregation, integration and concentration of agricultural production. In 
doing so, it gives more strength to small producers and at least partially restores a 
balance in the bargaining power of the various components of the supply chain. 
 
Farming in cooperation is a virtuous form of aggregation among thousands of small 
producers into cooperatives and consortia, which cannot be considered akin to large 
capital enterprises. Their main objective is the growth of their members and an 
increase in their remuneration: because of the inherent principle of equality in the 
distribution of the wealth created by their activity, it follows that promoting this type 
of organization and helping it strengthen its position on the market is not an action 
that is aimed at maximizing the value of capital, but a means to transfer income to 
thousands of smaller producers. This approach has the additional value that it 
preserves the vitality of rural areas both by providing high rates of employment and 
by protecting the social and environmental assets of the communities in which it is 
implemented. 
 
Despite the obvious benefits of this model, as of today its positive effects are limited 
by certain aspects of the laws that regulate government subsidies: this has a negative 
impact not only on wealth creation, but also on the aforementioned social and 
environmental aspects that are intimately connected to the entrepreneurial spirit of 
these particular forms of organization. If the EU encourages the creation of enterprise 
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networks to strengthen the market position of small firms, we must go beyond the 
paradox of considering these networks akin to large for-profit enterprises, thereby 
limiting their access to government assistance schemes. Rather, agricultural 
cooperatives and other types of organized entities within the sector (regardless of 
their size) should have access to the same type of state assistance that is available to 
small and medium-sized  businesses. 
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THE COMMON AGRICULTURAL POLICY  

AND THE ROLE OF ENTERPRISE NETWORKS1 
 

 
Position Paper Objectives 

 
The aim of this document is to contribute to the debate on the future of the Common 
Agricultural Policy (CAP), by offering the point of view of an extraordinarily important 
part of the farming and rural world within Europe: agricultural cooperation. 
 
In fact, we are on the eve of a very important step in the process of reform that was 
started in the Eighties and that has changed the face of what to this day remains the 
most important economic and land-management policy that Member States have 
delegated to the European Union. Moreover, this is happening at a time of great 
historical significance, characterized by radical transformations and the rise of new 
emergencies. 
 
In this scenario, farming has regained a central role for its impact on issues such as 
food security, environmental tutelage, the fight against global climate change, water 
conservation, and the development of rural areas, all of which are fundamental issues 
in shepherding our society towards achieving sustainable development objectives. 
Farming takes on an essential role in addressing these challenges, both because of its 
key function in the food supply chain and as the custodian of a large portion of the 
Earth’s surface, upon which much of the quality and performance of the other 
ecosystems depend.  
 
The changes brought about by today’s global dynamics ask much of the agricultural 
sector, whilst at the same time threatening its very existence in many areas of the 
globe, including many of Europe’s rural areas. The entire sector, traditionally 
operating as a “price taker” due to its weakness in relation to food processing and 
commercialization, is under intense pressure today, stemming from the growing 
uncertainty that characterizes the market on the one side, and climatic shifts on the 
other. 
 
Given these premises, this paper seeks to lay forth the various aspects that should 
inform a new conceptual and operational framework for the development of a CAP 
post-2013, paying particular attention to the role and specificity of agricultural 
cooperative enterprises.  
 
This particular form of enterprise has demonstrated the ability to aggregate the 
interests of millions of farmers, reconciling them with the ones of the larger local 
communities, and contributing in a fundamental way both to overcoming certain 
structural limitations of the agricultural sector, and to the growth of rural areas. 
With this Position Paper we have tried to underscore the nature and scope of these 
contributions. We also highlight the limitations of the cooperative model and propose 
agricultural policy options aimed at overcoming them and at promoting the 
multifunctional role of agricultural cooperative enterprises. 
 
 

                                                 
1 Euricse would like to thank Professor Felice Adinolfi, Associate Professor at the University of Bologna, 
for authoring this document, and the Trentino Federation of Cooperatives as well as Raiffeisenverband 
Sudtirol for having contributed by highlighting the issues and providing the data for the case study 
attached in the appendix. 
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I 

The Current Situation and Challenges for the CAP of the Future 
 
 
Agricultural policy has been one of the most important factors in the process of 
integration of Europe. From its original conception to this day, its tools and objectives 
have evolved and adapted to the historical, structural and socio-economic changes 
that befell the Continent, gradually moving the European market towards the 
international market, and promoting an active role of agriculture in the production of 
public goods and in the development dynamics of rural areas. In fact, the reforms 
enacted towards the end of the Eighties allowed for the definition of a new paradigm, 
whereby market-oriented policies have progressively become secondary to the issues 
and tools related to the production of public goods (environmental protection, animal 
welfare, social inclusion, climate change, etc.). 
 
Fischler’s 2003 reform completes the definition of a conceptual and operational 
framework that centres on the gradual elimination of protectionist measures, on the 
use of direct payments (provided that the criteria of cross compliance have been 
abided to) and finally on the increased amount of resources to be allotted to the 
development of rural areas. 
 
Today, in a scenario that has changed significantly over the span of a few years, 
Europe is pondering how to shape its agricultural policies for the period between 
2013-2020. New priorities, in addition to the ones that have been relevant to date, 
and the financial constraints that will inevitably condition new programming, require 
the definition of an adequate technical and legislative framework that will be capable 
of achieving a diverse set of objectives that are not easily reconcilable. 
 
 

1. Farming, Society and the Environment: a Modern Agricultural Policy 
 

Many authoritative sources, such as FAO, IFPRI and OECD, agree in forecasting a 
global demographic explosion by 2050, which of course will have radical implications. 
By that date, the world’s population is expected to reach 9 billion, with an increase in 
the process of urbanization and radical changes in food consumption in vast areas of 
the world, which will require more than a 50% increase over the present production of 
foodstuffs. At the same time, it will be of essential importance to reduce the level of 
pollution, promoting means to manage carbon emissions in all sectors of production 
and especially in agriculture, and to rationalize the consumption of energy and water. 
 
Farming will have to produce more whilst polluting less—an objective that acquires a 
broader significance within the European socio-economic context, where the 
sensibilities of European consumers emphasize the ethical and social relevance of 
agricultural activities, in addition to said activities’ impact on land management. 
 
The defence of Europe’s agricultural potential thus becomes an instrument that can 
help address the challenge of the production of public goods, starting with food and 
environmental security. The idea that the new CAP should aim at promoting this role 
of the agricultural sector is widespread and shared, not only by European institutions, 
but also by most Member States and other stakeholders. We therefore need to 
understand what factors affect this mission, in order to evaluate, select and 
implement the policy instruments that will best support it in the future.  
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2. The Threats to the European Agricultural Fabric 
 
If farming, by actively managing the land, is a central element in the dynamics of 
local development, particularly in more isolated areas, and remains the primary 
reference point for ensuring food security, it follows that defending the current 
production capacity is a precondition to realizing the objectives stated above. 
However, it must be remembered that, in the future, the production process will be 
increasingly bound by ever more stringent constraints. 
 
Production capacity can be increased both through an increase in productivity and 
through an increase in farmed areas. In reality, however, the productivity growth has 
actually decreased in some strategic areas (due primarily to a decrease in investments 
in the agricultural sector); at the same time, access to usable land has been 
progressively limited by the increasingly intense competition from other types of 
activities, to the detriment of agricultural and forestry uses. 
 
Finally, a greater recurrence of calamitous climatic events, coupled with 
unprecedented market instability, threatens much of the European agricultural fabric. 
This threat is particularly worrisome considering how the farming sector is so much 
more exposed to production-associated risks, and so much weaker in terms of 
bargaining power relative to the food production and commercialization sectors. After 
agricultural commodity prices reached an all-time high in mid-2008, they then 
collapsed (while production costs have not declined to the same degree), thereby 
placing many important farming areas in Europe under extreme duress. 
 
In this context, an essential part of the problem is the lopsided balance of power in 
the food production chain, which derives from the profound structural differences 
within the various sectors involved in the supply of foodstuffs. The relevance of this 
issue has progressively increased, as governments continue to reduce their support to 
and institutional protection of farmers. The increasing concentration of the phases 
downstream, particularly in the distribution sector, creates a constant downwards 
pressure on production prices, and allows for commercial strategies that have a deep 
economic impact on agricultural producers. Furthermore, the gradual liberalization of 
the marketplace has placed even more pressure on European farmers, who face 
competition both from producers in developing economies, who have a cost 
advantage, and from many developed countries, whose agricultural economies can 
rely on a better organization, greater size, and economies of scale. 
 
 
3. The Objectives of a CAP that Rises to the Challenge 
 
The main issue remains the competitiveness of the European agricultural system. It is 
essential that more efficient organizational models are promoted, so that they might 
strengthen producers’ bargaining power and maximize the value of agricultural 
production on the marketplace. To this end, it is important to strengthen agricultural 
enterprise networks by encouraging their growth and organization, activating tools to 
stabilize and make transparent business relationships along the supply chain, and by 
providing incentives to increase the material and immaterial qualities of the goods 
that the farming sector offers to the public. 
 
Structural interventions should be accompanied by a new framework aimed at 
promoting access to risk management tools. This can be done both by promoting 
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active behaviour on the part of producers (such as crop diversification and investment 
in forms of protection ex ante), and by facilitating access to traditional forms of risk 
management (insurance) and to solutions (such as financial derivatives, hedges, and 
mutual insurance funds) that are still considered innovative in much of the European 
market. 
 
Moreover, with respect to the volatility in the agricultural commodities market over 
the last few years, it would be advisable to devise a series of financial instruments to 
be activated when price fluctuations prove to be large, prolonged or both. 
 
Finally, so as not to compromise the efforts spent in building the European social 
model, and so that the high standards in agricultural production defined by European 
legislation might not penalize the producers on the marketplace, it is necessary to 
develop a better trading system whereby the entire set of values (tangible and 
intangible) associated with an agricultural product are apparent. This means upholding 
the concept of reciprocity, thereby avoiding that the players who are outside of the 
system of rules of the EC can use this to their competitive advantage. 
 
In the face of these challenges, it is important to take a close look at the role played 
by the various forms of organization that have spontaneously been developed by 
farmers. In particular, it is important to understand how best to enhance their 
contribution to an agricultural fabric that is more competitive and coherent with the 
needs and aspirations of local communities and of European society as a whole.  
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II 

Cooperative Enterprise Networks in Agriculture 
 
 

The first agricultural cooperatives were born in Denmark in the year 1880 ca. as dairy 
cooperatives at first, closely followed by slaughterhouses and meatpacking outfits. 
The firms that embraced this new model quickly became market leaders within their 
sector thanks to their ability to overcome the failure of a monopsonistic marketplace 
(characterized by many producers and thus a fragmented supply on one side, and a 
high degree of concentration on the demand side, mostly due to the presence of only 
a few players in the distribution sector) and to address the needs of the consumers. 
Agricultural cooperatives, just like other models of cooperation that arose in Europe in 
the course of the XIX century, were initially born as associations, such as in the case 
of farmers and livestock growers, who formed cooperatives to strengthen their 
position on the marketplace. This model therefore anticipated somewhat the 
networked organizational structure that is typical of modern-day businesses, and, 
from its very birth, created a “connective tissue” in rural areas that facilitated the 
exchange of information, goods and services. 
 
The cooperative model has evolved over time, even though not always homogenously, 
and today it holds an important role in the European economy. According to Cogeca’s 
data, there are 40,000 agricultural cooperatives in Europe today: they have a 
membership base of nine million people, employ six hundred thousand workers, and 
produce revenue worth roughly three hundred billion Euros. In fact, cooperatives 
account on average for more than half of the agricultural sector’s revenue; they 
supply more than 50% of the inputs for the entire sector; and they contribute to the 
harvest, processing and sale of over 60% of agricultural products. 
 
The success of cooperatives is in part due to the nature of their network structure, 
which was developed well before the network model came to be (starting in the 
Seventies) the most popular organizational model for business in the twenty first 
century. But it is also explained by the specific characteristics of cooperative 
enterprises, which were able to meet the evolution of society, of demand, of the 
marketplace, and that draw from the principle of sharing: among their members, with 
the principle of shared wealth; and between the members and the communities they 
are a part of, with the principle of active involvement in their society. 
 
The specificities of the cooperative model, the economic value that it has created 
within the business environment both on a European and global scale, its historically 
European roots, and finally its contribution to the social and cultural model of the EU, 
are all factors that have pushed the institutions of the European Community to engage 
actively and directly in the “promotion of cooperative societies in Europe”, through the 
Commission Communication n. 18 of 2.23.2004. According to this document, it is the 
responsibility of the legislature to promote the development of cooperatives by 
improving the pertinent legislation and thereby increasing their role in the 
achievement of the EU’s objectives. 

 
 

1. European Agricultural Cooperatives 

 
Agricultural cooperatives are extraordinary examples of the multifunctional nature of 
rural activities. They allow individual farmers to come together and increase their 
power, strengthening their position in the marketplace, in order to supply products of 
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a higher quality and at lower prices than what would otherwise be available on the 
market; but they also create a system to gather, process and commercialize their 
members’ products. 
 
There are essentially two different types of agricultural cooperatives in Europe, which 
may be generically traced back to two distinct geographical areas: Northern Europe 
and the Mediterranean. The main difference between them is in the degree of their 
concentration, whereby the “Northern European” (or Continental) model displays a 
higher level of integration and, usually, larger size than its “Mediterranean” 
counterpart. There are various reasons for these differences of course, even though, 
generally speaking, the two types reflect the polarization that characterizes how 
traditional economic literature describes European agricultural business models in 
general.  
 
In the Mediterranean model businesses are smaller, the crops require more manual 
labour, and products, for the most part, are arboreal (olives, grapes, citrus), hard 
grains, or low density pastoral (cloven-foot and ovine) livestock. In the “Continental” 
model, on the other hand (with France and Germany heading a large number of 
followers, including some of the newer members of the EU), businesses tend to be 
larger in size, rely less on manual labour, and mostly tend to work on seeded crops 
(especially cereal and corn) and high-density livestock production (cattle, swine). 
 
Although it is undeniable that the cooperative model has had a positive impact on 
both types of agricultural business, it is plain to see that it has been especially 
beneficial to the performance of the ones that fall under the Mediterranean model. 
Indeed, where there is greater fragmentation in the agricultural fabric and the small 
size of the firm threatens its survival, the cooperative model proves essential in 
achieving aggregation and economies of scale. This dynamic has allowed even the 
smallest businesses to increase their competitiveness on the marketplace through an 
increase in the amount of output, the rationalization of production and logistics, a 
higher level of efficiency, and access to a broader range of markets. 
 
Additionally, the last few years have seen an effort to develop multi-functional 
abilities, both within the cooperative network and towards consumers, since the 
cooperative’s involvement in a greater portion of the supply chain (from production to 
commercialization) has the advantage of bringing a greater share of the added value 
directly to the producers. Therefore, one of the main avenues that European 
cooperatives are actively pursuing is diversifying their activities to include the 
provision of services. Moreover, they are aggregating the supply through the use of 
strategic alliances, consortia, and mergers of pre-existing cooperatives of various 
dimensions. 
 
The tendency toward mergers and aggregation is present at several different levels. 
In addition to the advantages generated by economies of scale, aggregation leads to 
greater contractual strength in the relationship with the other components of the 
supply chain, and to reducing the cost of intermediation and logistics. This is the 
reason why these strategies are applied, albeit with some differences, by small 
enterprise networks and large cooperatives alike.  
 
Concentration and diversification (of production, service offering and market 
strategies) are the two main directions in which European agricultural cooperatives 
are evolving. This is due to two concurrent and apparently irreconcilable processes 
that characterize globalization, and not only in the agricultural sector: on the one 
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hand, these processes are placing a premium on decentralization, disintermediation, 
consumer-oriented practices, community ties and managerial autonomy; on the other, 
in order to play an important role on the market it is necessary to be able to deal with 
logistic platforms that require the capacity to handle large volumes of goods. 
 
 
2. The Contribution of Enterprise Networks to the New CAP 
 

 
2.1 Competitiveness and the European Social Model 
 
The price trend over the past few years, both on the supply side and at the consumer 
stage, has proven that there is a fundamental imbalance within the agricultural 
production chain. This in turn generates uncertainty and volatility, and is a threat to 
business sustainability, especially in the first part of the supply chain, which is 
agricultural in nature. 
 
Since 1996, agricultural commodities’ prices have increased on average by 3.3% each 
year; meanwhile, farmers have only perceived (and benefited from) merely a 2.1% 
increase in prices, while at the same time seeing their costs increase annually by 
3.6%. Downstream, European consumers spend 13% of their family budget on 
foodstuffs, compared to an average of over 30% in the early Eighties. Moreover, there 
are only a few large distributors serving as commercial partners to over 13.4 million 
farmers and 310 processing businesses across the entire continent. This is the so-
called Hourglass effect that Grievnik described in 2003, whence he tracked the 
produce originating from 3.2 million farmers to its arrival to 160 million consumers, 
through the funnel of only 110 distributors and thereafter 600 supermarket chains. 
The past few years are a testament to how the fundamental unbalance along the 
various stages of the supply chain results in an unrelenting downward pressure on 
production prices: the latest Eurostat data shows that, in 2009 alone, revenue from 
agriculture has collapsed by 11.6% within the EU. 
 
In this scenario, aggregations and mergers have been necessary tools to safeguard 
and promote not only the agricultural cooperatives, but all agricultural businesses; the 
struggle to achieve a better balance of power on the internal market concerns small 
businesses and large organizations alike, and indirectly helps preserve a diversity of 
enterprise types that represent a resource for the entire European business 
ecosystem. 
 
The spike in prices registered at the beginning of 2008, followed by their decline 
through 2009, have put these issues front and centre within the political agenda of 
the European Union, as shown by the many documents produced by the Commission, 
the Parliament, and various panels of experts within the European institutions. The 
foodstuffs sector is responsible for 1.4 trillion Euros yearly, which is more than any 
other economic activity on the continent. Therefore, dysfunctions within the 
agricultural supply chain could potentially have serious economic and social 
consequences not only for farmers, but also for European society as a whole. 
 
The problem has been highlighted by the Commission in its communiqué about food 
prices in Europe, and by the Parliament’s declaration on “a study and solutions to the 
abuse of power by the large supermarkets operating in the European Union”. The very 
same conclusions were reached by the High-Level Group on the agricultural industry’s 
competitiveness in its recommendations, by the European Parliament in its discussion 
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on prices of agricultural products, by the Commission in its recent communiqué 
tackling “A better functioning food-supply chain in Europe” and, finally, by the Spanish 
Presidency in the notes therewith attached. Finally, last June the High-Level Group 
assembled to review the crisis in the dairy sector explicitly recommended to the 
Commission to intervene and give agricultural producers more bargaining power by 
promoting more transparency in the contractual process and the adoption of collective 
bargaining, and, more in general, by promoting forms of aggregation and cooperation 
among the producers themselves. 
 
This is due to the fact that creating a network of companies (the most relevant 
example of which is a cooperative), in fact addresses two fundamental functions: it 
brings more revenue to the individual producers, allowing them to remain in business 
(both by improving the balance of power between producers and buyers, and by 
consolidating the supply side) and can be a levy against uncertainty and risk (by 
reducing price fluctuations and aligning expectations). In other words, the cooperative 
model is an answer to the most significant problems that have afflicted European 
farmers over the course of the years. 
 
Certainly, it might not be sufficient to reduce costs by increasing the size of the 
businesses without also ensuring an adequate level of integration. Beyond increasing 
the output volume, it is paramount to diversify production and to invest in the supply 
chain through new commercialization strategies—which are both avenues that have 
been successfully undertaken by cooperatives over the past decade. 
 
Thanks to its pluralistic, decentralized and collaborative vocation, to its ties with the 
community, its capacity to aggregate large volumes of produce whilst at the same 
time recognizing and compensating the effort of the individual producer, cooperation 
is a model that is already well equipped to rise to the challenges brought about by the 
global economy.  
 
 
2.2 The development of the rural fabric 
 
Networks of businesses have lent an important contribution to the development of 
rural areas, which historically has proven to be a crucial factor in the so-called 
disadvantaged areas. The United Nations recently upheld the notion that agricultural 
cooperatives and other forms of farmers’ association are key factors in the fight 
against poverty and in promoting development. 
 
Although they are economic enterprises through and through, with the production and 
distribution of wealth as their central objective, cooperatives stand apart from 
capitalist enterprises because their activity is aimed, first and foremost, towards the 
tutelage of the economic and social wellbeing of their members. The objective is to 
maximize the retribution of the members for their contribution to the overall 
production, rather than the maximization of profit, which is usually the final aim of a 
capitalist enterprise in the traditional sense.  
 
Moreover, rather than catering to a closed group of people, agricultural cooperatives 
are usually open to whomever wishes to join and is involved in farming activities in a 
given geographical area. It is because of this more diffuse and fairer model of wealth 
distribution that the development of a network of cooperative enterprises can 
potentially have a very positive impact: it assumes a social role, it creates 
employment opportunities, wealth and social cohesion, and generates both direct 
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benefits for its members and positive externalities for the geographical areas where it 
operates. 
 
There is broad agreement within the literature (see Castells, The Rise of Network 
Society, Oxford, 1996) in indicating the mid 1970s as a watershed moment in the 
organization of production and markets within the global economy. It was then that 
the concept of “local development” was first conceived, and it soon found its practical 
application in networks of small and medium-sized enterprises. In addition to 
providing employment, in some cases, these new economic players became extremely 
successful, proving that strong ties to the community can be a competitive advantage 
for the firm and a driver of economic development for the area in which it is located. 
These benefits are not only measured in hard currency, but extend to the creation of 
social ties and to the growth of social capital in the community. 
 
By being inspired to the principles of solidarity, reciprocity, inclusion and cohesion and 
by being an active participant in the community it belongs to, the cooperative model, 
especially when articulated along the network paradigm, magnifies the impact of small 
and medium-sized enterprises and their assets. In fact, as they combine into 
networks, these businesses are able to serve ever-broader markets, supplying not 
only their core goods, but also ancillary products and services in those very instances 
where the paradigm of the capitalist enterprise fails. 
 
Agricultural cooperative networks operate within the context of rural territories, 
shaping both their environmental and social landscapes. They also are ambassadors of 
the high quality of local products. This mission becomes even more relevant when the 
denomination of origin is accompanied by a process that has a significant impact on 
the organization of the production process, on the optimization of supply, and on the 
joint marketing of the product and of the area where it is produced. This type of 
private initiative has already correctly interpreted the added value that agricultural 
production brings to the local population, from being a simple producer of foodstuffs 
to an activity that can also generate public goods and services (De Castro, 
L’agricoltura e le nuove sfide globali, Donzelli editore, 2010). 
 
 
2.3 Supplying environmental public goods 
 
One of the great challenges facing European agriculture today is to develop innovative 
and efficient land management strategies: 91% of continental Europe is classified as 
rural and is largely managed by agricultural businesses. It follows that this land must 
be well managed in order to achieve a balanced growth of the European economy and 
society. 
 
However, “land management” cannot be taken to mean simply “landscape 
maintenance” anymore, but must include the tutelage of biodiversity, reduction of 
wastefulness, a rationalization of the use of energy, and the tackling of climate 
change; the objective is a concept of efficiency that is modelled to include these 
considerations and is applied across the board as a common point of reference along 
the entire supply chain. The success that this model has already achieved 
demonstrates that efficiency is not only good for the environment – it also can be an 
opportunity for growth in various economic sectors. 
 
Agriculture and reforestation are the only production activities that can actively 
capture carbon. The engagement on the environmental front is of strategic 
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importance, as the EU promotes the integration of environmental concerns into all 
European policies. European farmers are therefore faced with a twofold challenge: to 
produce more while at the same time reducing emissions of green house gasses and 
diminishing their pollution footprint, thereby taking an active role in improving the 
environment. 
 
A mandate of this importance requires a significant investment in research and 
development, new technologies, further education and innovation. These, in turn, 
require significant organizational and structural strength, which can be achieved only 
by a strong and well integrated rural community. Cooperation and networking are the 
only means by which private entities can share the costs and the risks associated with 
innovation, and keep abreast of the evolution of the production process. Through 
cooperative or otherwise associative models, innovation can become accessible even 
to the smallest agricultural entrepreneurs. 
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III 

Supporting the Contribution of Cooperation  

to the Future of European Agriculture 
 

 
 
 

The analysis up to this point and the case study presented in Appendix 1 highlight the 
fact that embracing a “network” model creates opportunities to rationalize the 
production process, to diversify the production line, and to adopt efficient commercial 
strategies, even for agricultural businesses. In addition, it shows how enterprise 
networks and the cooperative system can be a key factor for the local community, by 
addressing its expectations and creating value that benefits all of its components. 
 
 
1. Two Faces of the Same Coin 
 

The harmful effects of the disadvantaged position that producers have relative to the 
distribution and commercialization sectors has already been described at length. A 
possible solution to achieve a better balance of power is to promote the creation and 
development of forms of economic organization among farmers. Among the possible 
models, the network of cooperative enterprises appears to be the one that is best 
suited for the task, as evidenced by the fact that these enterprises already play a 
central role in strengthening the influence and negotiating power of the entire primary 
sector. 
 
However, notwithstanding the obvious advantages that this model brings, there are 
some indisputable disadvantages that should also be considered. The social and 
environmental benefits that cooperative networks produce have the drawback of 
translating into a competitive disadvantage on the marketplace, due to the specific 
functional and organizational features that characterize this type of enterprise. In 
particular, there are three distinct sets of issues, which can be summarized as follows. 
 

1. A network of cooperative enterprises risks having a greater degree of difficulty 
in accessing outside financing, since the individual members can bring only very 
limited risk capital and financial institutions often consider a traditional, 
capitalist enterprise to be more reliable. This, in turn, increases the risk of 
liquidity shortfalls, especially during periods of economic contraction or 
recession, such as the one we are facing now. 

2. Although the impact of economies of scale is quite relevant for a cooperative, it 
cannot achieve the same level of efficiency that is obtainable by traditional 
commercial enterprises. For instance, while the dispersion of production 
activities helps strengthen the ties to the community, it also leads to an 
increase in transportation costs; 

3. The principle of voluntary and unrestricted participation, which is one of the 
tenets of cooperation, is also a two-sided coin. On the one hand, it ensures the 
active engagement of the members. On the other, however, it hinders strategic 
planning and makes it more difficult to negotiate the exit of the members from 
the cooperative (relative to, for instance, a capitalist company selling one of its 
divisions).  
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In other words, the inclusiveness and associative character of agricultural 
cooperatives, regardless of their size, is a significant reason as to why they cannot 
implement cost reduction measures that are readily accessible to traditional forms of 
enterprises. 
 
 
2. Virtuous Aggregation 
 

As evidenced by the case study reported in Appendix 1, the process of aggregation of 
thousands of small farming businesses into cooperatives at first, and into larger 
consortia thereafter, should not be considered akin to the growth of large capitalist 
enterprises. This is because the cooperative forms’ main objective is the remuneration 
and growth of members, rather than the pure pursuit of profit: given this principle of 
equity and wealth distribution, it follows that promoting cooperatives and other forms 
of association among producers, thereby strengthening their position on the market, 
should not be seen as an initiative that creates value for shareholders, but as an 
effective means to distribute wealth to thousands of small farmers. Furthermore, this 
approach has the additional benefit of maintaining the vitality of the geographical 
areas it operates in, both through high ratios of employment within the communities, 
and through an active management of social and environmental resources. 
 
Agricultural cooperatives play a unique role in this context, differentiating themselves 
even from other forms of enterprises that fall under the same legal status. Indeed, 
large agricultural cooperatives and other forms of farmers’ associations tend to grow 
in terms of employees and turnover, not so much as a function of an increase in their 
power or market share, but because they acquire new members. Therefore, to use a 
metaphor, it could be stated that although cooperatives and traditional enterprises 
both compete on the same field (the marketplace), they are not really running the 
same race; the growth of cooperatives should not be considered an obstacle to the 
consolidation of the common market, to competitive dynamics or to the system of free 
trade among Member States. 
 
The virtuous nature of agricultural cooperation, however, poses a paradox: on the one 
hand, the European Union actively encourages the creation of cooperatives to 
safeguard the interest of small producers and to promote diversity within the 
economic system; on the other hand, though, once cooperatives reach the objective 
of increasing their size, and therefore to produce more and stay on the market, the 
European Union deprives them (and indirectly all of the small enterprises that make 
up their membership) of public funding and assistance solely based on their aggregate 
size. In other words, while the EU encourages smaller farmers to aggregate in larger 
networks,  it penalizes them once they do in fact form such networks. 
 
 
3. Policy Proposals 
 

To resolve the paradox, the first solution should be to modify the existing legislation 
regulating access to state subsidies. A series of recommendations related to this point 
are analyzed in detail in Appendix 2 and summarized below. At the same time, it is 
important to keep in mind the issues related to production planning: the specificity of 
the agricultural sector and the different ways in which it is treated by national anti-
trust authorities require a regulation that should be more homogeneous and open to 
the possibility that, within given parameters, farmers could organize production flows 
in order to stabilize market fluctuations.   
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The European Law’s definition of enterprise is quite broad. It was originally developed 
by the decisions emanating from the Justice Court of the European Community and in 
the lower courts, within the discussion of various antitrust and public aid cases. 
According to the existing jurisprudence, a business is defined as “any entity that 
performs an economic activity, regardless of its legal status and financing methods” 
(Court of Justice, 22 January 2002, C-218). The definition of economic activity is no 
less broad, and is taken to be “any form of participation to trade” (Court of Justice, 21 
September 1999, C219/97). 
 
Therefore, agricultural and commercial cooperatives are considered business 
enterprises through and through, subject to antitrust laws and ineligible for public aid 
(incidentally, sport federations, nonprofit agencies, consortia, professional 
associations, and even certain public administrations are subject to the same 
restrictions). On the other hand, according to Rule (CE) n. 800/2008, small and 
medium-sized businesses are eligible for funding for the purpose of research and 
development, environmental management, and of creating employment and education 
opportunities. 
 
The agricultural cooperative networks that are structured along the model described in 
this paper constitute a very specific case. Their main, if not only, objective is to 
provide their member businesses with a means to remain present on the marketplace. 
They reduce (but do not eliminate) the competitive disadvantages of their members, 
and face some competitive disadvantages of their own compared to traditional 
capitalist enterprises. Moreover, they are networks that do not pursue profit 
maximization but, rather, the growth of the network itself. They constitute a hybrid 
system: small if we look at the size of the individual firms, large in terms of the 
aggregate output volumes and commercialization strategies that are achieved through 
the networking process.  
 
By virtue of the characteristics of this particular model, it would be sensible to modify 
the Commission’s Recommendation n. 361 of 2003, which deals with the definition of 
micro, small and medium enterprises. More concretely, a viable option might be to 
include the number of member businesses among the parameters used to define the 
type of enterprise under consideration: this change alone would allow companies that 
grow in output through what we have defined as a “virtuous aggregation” process to 
remain eligible for public aid as small and medium-sized businesses. In other words, 
we are suggesting extending to farmers’ associations (including large ones) the same 
criteria concerning state aid that apply to small and medium enterprises. 
 
All agricultural cooperative networks should have the opportunity to access state aid, 
in recognition of their social and economic contributions (as stated by the 
Commission’s Communication n. 18 of 2004 on “promoting cooperative societies in 
Europe”); of their competitive disadvantage on the marketplace, which affects in 
particular agricultural cooperatives; and for their contribution to job creation and 
environmental protection (as per Rule CE n. 800/2008 cited above). This would be the 
only way to preserve a wealth of entrepreneurial experience based on the aggregation 
of small scale activities (which is the only viable alternative to the competing model of 
the multinational corporation), and guarantee the necessary diversity within the 
European economic system. 
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APPENDIX 1 

Agricultural Cooperation in the Region of Trentino-Alto Adige: Evidence from 
a Successful Experience 

 
 

Cooperation in the region of Trentino Alto-Adige represents one of the best 
experiences in the European agricultural panorama. The value of such experience lies 
in the agricultural cooperation system's capacity to combine successful economic 
performance with the contribution to the protection of a number of collective values, 
deriving from the strong linkage between the entrepreneurial system and the 
community. 
 
 
1. An Overview 
 

The regional agricultural system consists of 42.000 farms, with 980.000 hectares of 
the total agricultural land area, 500.000 of which are private and the rest of which are 
under public ownership2.  
 

1. Surface area distribution  

 
 
Classifying the farms and the usable agricultural area (UAA) based on the type of 
agricultural area they cover reveals some of the specificities of this region, both in 
terms of internal differentiation and with respect to other mountain areas in the 
country. As in most mountain areas, there is a predominance of small and very small 
farms. The average farm surface is 3 hectares in the province of Trento, and a bit 
larger in the Province of Bolzano (approximately 9 hectares).  
 
The data also reveals a difference within the region based on the type of production, 
as the different territorial characteristics and production traditions of the two 
provinces lead to a distinction in the respective technical and economic orientations. 
The province of Trento has a majority of wooded crops, produced by over 60% of the 
total farms, and over 34% of the provincial UAA is owned by private operators. The 

                                                 
2 All the data presented in this Appendix have been kindly provided by the Trentino Federation of 
Cooperation and by Raffeisenverband Sudtirol.  
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province of Bolzano, on the other hand, is characterised primarily by livestock 
breeding, particularly bovine, with a large percentage of the UAA used for permanent 
meadow and pasture, and covering, together with the public component, nearly 90% 
of the provincial UAA.  
 

2. Livestock breeding 

 
 
These data mirror the traditional land use of mountain areas, with a prevalence of 
livestock breeding (matched by complementary crops) and of high productive woody 
plants (apples, but also vines and small fruits). These farming systems largely 
contributed to the regional agricultural production of 2009, which amounted to 1, 2 
billion Euros, up 12% since 2005. 
 
Wooded crops and livestock breeding represent, respectively, 47% and 37% of the 
total regional agricultural production. With respect to wooded crops (which increased 
by 17% since 2005), fruits play a major role, although the largest increase since 2005 
was registered in wine production (50%). While the wine production sector is still 
small in relative terms, it is growing rapidly.   
 
It is also worth noting the diversification process that has characterized the 
agriculture of the region, chiefly through agricultural tourism. In 2008, in Trentino 
Alto-Adige there were as many as 3.229 operative “agriturismi” (farms where tourists 
can board or eat local produce), 90% of which were located in the province of 
Bolzano. This represents 17% of the nation’s total, and is the second highest number 
in the country (only Tuscany has more).  
 
 3. The evolution of “agriturismi” 
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The cooperation system played a major role in the economic performance of the 
region’s agricultural sector, as it represents the heart of the regional agricultural 
workforce with 190 active cooperatives, 52.810 members and 6.100 employees. The 
agricultural cooperative system, with a widespread presence across the region, 
generates sales of approximately 2, 7 billion Euros.  
 
The importance of the cooperative system is evidenced by the fact that cooperatives 
account for 80% of regional farm sector jobs and 85% of the value added.  
 
 4. Agricultural cooperation 

 
 
The largest production in the region is fruit and vegetables: in 2009, 63 cooperative 
farms generated sales  amounting to 1,5 billion Euros. The second largest sector is the 
dairy sector, with 35 cooperatives and a turnover of 597 million Euros. The third 
sector in economic importance is wine production (34 cooperatives), generating sales 
of 477 million Euros. The other sectors (services, livestock breeding and 
miscellaneous) have an aggregate turnover of approximately 106 million Euros (Figure 
4).  
 

5. Turnover (min €) and number of agricultural cooperatives in Trentino Alto-
Adige 
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77,8% of agricultural cooperatives belong to the three major production sectors: fruits 
and vegetables (30%), livestock breeding (26,2%) and cooperative wine production 
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(21,6%). With respect to employment, 58% of the cooperative system workforce is 
employed in the fruits and vegetables sector, 20% in dairy cooperatives and 15% in 
cooperative wineries. This network is also characterized by significant involvement of 
younger generations: over 20% of the entrepreneurs in the cooperative system are 
under 40 years of age.  
 
2. Welding entrepreneurial and territorial growth: the role of cooperative 
enterprise networks 
 
This overview of the main regional agricultural sectors highlights some of the key 
characteristics of the cooperative system. The performance of regional agricultural 
cooperatives has led not only to the creation of economic value, but also to the 
creation of a network of enterprises of extraordinary robustness and quality. Over the 
years, this system has managed to overcome some of the structural weaknesses that 
characterize mountain agriculture and to contribute in a major way to social cohesion 
and environmental sustainability.  
 
It is interesting to note, for instance, how in the fruits and vegetables sector in the 
province of Trento (where the production specialisation reaches the highest level),  
83% of the 6.935 farms operating in the cooperative system have a surface area of 
less than 2,5 hectares, and 60% of them have an area of less than 1 hectare. The 
data for the province of Bolzano conveys, albeit to a lesser extent (67% of farms 
smaller than 2,5 hectares), the same capacity that this system has to generate 
economic sustainability in the face of a highly fragmented entrepreneurial fabric. 
 

6. Cooperation in the fruits and vegetables sector 

 
 
This success is due to the ability of the network system to build collective capacity 
through which it is possible to concentrate production, recapture value added and 
highlight the territorial and qualitative characteristics of production. Moreover, it 
enables farmers to internalise the downstream phases of the supply chain and expand 
their influence.  
 
The cooperative corporate network also gains the recognition of other actors due to its 
versatility and to its capacity to detect and respond to the expectations of the entire 
entrepreneurial system. This is evidenced by the externalisation of guarantees and 
safeguards, an openness that has  permitted the setting up of a protection network 
which has proved to be fundamental for the whole fruits and vegetables sector. The 
fact that external producers can sell their production to the cooperatives under the 
same conditions as the cooperative members helps create a convergence in the 
expectations and greater price stability. The role of cooperation thus transcends mere 
entrepreneurial activity, as it assumes a broader social and economic responsibility for 
the entire agricultural sector and the region as a whole.  
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The wine sector, which has experienced remarkable growth in recent years, shares 
similar characteristics and confirms the considerations above. 
 
 7. Cooperation in the wine sector  

 
 
In general, agriculture has been for Trentino Alto-Adige a fundamental resource for 
local development, given its contribution to the management and enhancement of the 
local landscape, to the preservation of local traditions, and, directly and indirectly, to 
the safeguarding of the economic viability of these areas. This has happened primarily 
where the entrepreneurial fabric has been able to overcome the structural constraints 
which are typical of agriculture in mountain areas, and achieve a degree of territorial 
cohesion and integration aimed at enhancing the value of the region’s cultural, natural 
and food heritage. 
 
The endogenous character of cooperative enterprise networks is at the root of a form 
of enterprise which combines private-sector economic performance with the creation 
of collective values that can meet explicit and tacit local needs. Cooperation is thus a 
form of integration that, giving voice to the expectations and attitudes of the local 
communities, provides an important operative tool both for overcoming the structural 
and organisational constraints generally affecting Italian agriculture, particularly in the 
mountain areas, and for generating rich information flows within the local context, 
fulfilling needs and shaping the practices of the local community. 
 
This virtuous process has stimulated the development of best practices, helped 
knowledge sharing, and enhanced local capacities. The values on which the 
cooperative movement is built (solidarity and reciprocity) enabled the production of 
positive externalities to become an integral part of the entrepreneurial process.  
 
The European approach to rural development is based precisely on multi-functionality, 
a diversity of activities, and territorial integration, and the case of Trentino Alto-Adige 
provides clear evidence of how cooperative enterprise networks can provide a crucial 
contribution on all of these fronts. 
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APPENDIX 2 

Overcoming the Paradox of the Size of Cooperative Enterprises 
 
 
The EC Treaty does not give a specific definition for enterprise. Such definition has 
been first provided by the case law of the Court of Justice and of the Court of First 
Instance in the context of different cases concerning antitrust laws and State aid3. In 
other words, the Community judges tried to establish a definition of enterprise in 
order to concretely verify to which entities the regulation on competition and irregular 
aid from Member States could be applied.   
 
The definition of enterprise that has emerged is geared towards the widest possible 
application of community rules. According to this definition, an enterprise is "any 
entity engaged in an economic activity, regardless of its legal status and the way in 
which it is financed4", with an integration to the definition of economic activity as "any 
form of participation in trade."5 
 
Luxemburg judges have then highlighted that the legal form of an enterprise is 
irrelevant for the purpose of obtaining exemptions from the application of rules on the 
consolidation of the single market. As a result, commercial and agricultural 
cooperatives are included in the framework of enterprises subject to the community 
rules6. 
 
The observations presented in this paper highlight the need to favour an exemption 
from the application of the rules on State aid for large agricultural cooperatives. 
Failing that, the need arises to follow a procedure already applied by European 
institutions, which defined small and medium-sized enterprise (SMEs) using soft law 
acts, which are more easily amendable than primary sources. These acts also aim, 
among other things, at allowing a preferential treatment for SMEs (as per 
Recommendation 2003/361/EC7, also referenced by other Community provisions, such 
as in particular Regulation n. 800/20088). 
 
It is important to note that that such exemptions are granted in reason not only of the 
nature and goals pursued by SMEs, but based on specific size thresholds measured in 
terms of number of employees, balance sheet assets and sales. Indeed, it is the small 
size of SMEs that makes the application of the exemption from antitrust laws and 
State aid possible, without significantly interfering - according to a "de minimis" logic 
largely used by the Commission - with the consolidation of the single market, the 
dynamics of competition, or the free trade regime between Member States9. 

                                                 
3 This definition has then been used in some Community legal provisions, as well as in art. 1 of the 
Commission Recommendation 2003/361/EC of May 6, 2003 concerning the definition of micro, small and 
medium-sized enterprises, according to which an enterprise is "any entity engaged in an economic 
activity, irrespective of its legal form". 
4 Corte di Giustizia, 22 gennaio 2002, C-218/00, Soc. Cisal e Inail, in Raccolta, 2002, I, p. 691  
5 See, e.g., Corte di Giustizia, 21 Settembre 1999, C-219/97 Maatschappij Drjvende Bokken BV, in 
Raccolta, 1999, I, p. 6121. 
6 Corte di Giustizia, 15 dicembre 1994, C-250/92, Gottrup-Klim c. Dansk Landbrugs Gropvareslskah 
Amba, in Raccolta,1994, I, P. 15641. 
7 Commission Recommendation 2003/361/EC of 6 May 2003 concerning the definition of micro, small and 
medium-sized enterprises [notified under document number C(2003) 1422] (Text with EEA relevance) 
(2003/361/EC). 
8 Regulation (EC) n. 800/2008 declaring certain categories of aid compatible with the common market in 
application of Articles 87 and 88 of the EC Treaty (general block exemption regulation). 
9 According to n.1 Commission Recommendation of 6 May 2003 - (2003/361/61) and according to n.58 
Regulation n. 800/2008.  
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This approach is valid in light of the need, highlighted in the present document, not to 
penalise the positive externalities generated by the cooperative enterprise system and 
not to compromise the positive role played by such system in terms of economies of 
scale, safeguard of small producers/members, employment protection, territorial and 
environmental safeguard, enhancement of social cohesion, etc. 
 
The proposed solutions aim at achieving a true preservation of the social, collective 
and public role played by agricultural cooperation, without in any way interfering with 
competition within the Community single market.  
 
Indeed, art.28 of the Council Regulation n. 1698/2005 itself on support for rural 
development by the European Agricultural Fund for Rural Development (EAFRD) 
provides the peculiar element of intermediate-sized enterprises, defined as having 
either a number of less than 750 employees or a 200 million Euros threshold of yearly 
sales.  
 
On the basis of these considerations, three options should be considered. These 
options aim at overcoming the paradox that ignores the very nature of cooperative 
enterprise networks, penalizing their ability to enhance the contributions of small and 
very small producers and generate collective values, simply because of their capacity 
to aggregate and provide guarantees to all participants. 
 

� Pursue the modification of the parameters included in the Recommendation 
2003/361/EC,  adding a further evaluation parameter based on the number of 
members to the parameters already provided in the Communication  
2003/361/EC. The logic of this step would be the inclusion within the SME 
category of those enterprises whose increase in size is to be ascribed to a 
"virtuous" process of inclusion of new small producers, rather than to 
aggressive commercial policies and to types of conduct prohibited by antitrust 
laws. 

 
� Pursue the modification of Recommendation 2003/361/EC, including a section 

(or provision) specifically for agricultural cooperatives, and at creating newer 
and less strict reference parameters solely for such enterprises, thus permitting 
their classification as SMEs. 

 
� Pursue the modification of Regulation n. 1698/2005 in the wider context of the 

CAP reform process, thus enhancing the above-mentioned notion of 
intermediate-sized enterprises operating in the agricultural sector.  

 
 


