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The national agricultural potential is driven by its current state and agricultural structure
development. To date, Ukraine is a leader among the major suppliers of agri-food products to the
European Union. However, domestic agriculture sector is still facing a critical need for effective
reforms, including its organizational structure, where the key element is the creation of transparent
procurement and distribution infrastructure through implementation of the cooperatives paradigm
and their further integration with trade as well as processing and food industry enterprises. So far
globally, the idea of cooperation has long been translated in a clear economic and legal framework
which effectively operates as association of small and medium-sized producers through the creation
of individual affluent agricultural business entities — the cooperatives. The United States of America
demonstrates best practices in their successful creation and functioning. Given the particularly
strong large scale international partnership relations between Ukraine and the US in a number of
economic and social areas, including assistance in boosting cooperative movement, an emphasis is
put towards the need to provide insights and suggest a rationale for further development of
cooperatives in Ukraine along with enhancing the process management effectiveness based on
successful good practice and advancements in the US agribusiness that underpinned the research
agenda of this article. The research findings have revealed that the cooperation of the Ukrainian
agriculture enterprises leaves much room for improvement. The number of newly created
cooperatives demonstrates slow dynamics; the legislative framework lacks consistency and is
inadequate to address the burning issues. The study has identified the key barriers that hamper
further development of domestic agricultural cooperation along with discussing the benefits, best
practices of implementation, types and specific features of the cooperative form of doing business in
the USA. Major challenges in the domestic agricultural cooperation development at macro- and
microlevels have been observed and evaluated together with suggesting actions to tackle them. In
particular, pathways to enhance the performance of agricultural cooperatives through the
transition to more effective process management are proposed.

Keywords: cooperation; cooperative; agricultural cooperative; agricultural service
cooperative; process management.
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CiIbCbKe 20Cno0apcmseo oomenep nompedye AKiCHUX pedhopm, 6 MOMY YUCTI | 1i020 OpeaHi3ayiuHOT
CMpyKmypu, 0e KIIOUO8UM eleMEeHMOM € CMBOPEHHS Npo30poi  3a20misenbHO-30YmMoGoi

67



ISSN 2413-0117 CYYACHI TEHJIEHIIII TA
BICHUK KHYTJ Ne 3 (147), 2020 ITPOBJIEMM YIIPABJIITHHA
CEPIsA: EKOHOMIYHI HAYKHA

ingppacmpykmypu, ska 6a3yemovca HA eheKMUBHOMY YHKYIOHY8AHHI A2papHUX KOONepamusie ma
ix nooanvuwioi inmeepayii 3 mopeienero, NIONPUEMCMEamu nepepooHOi ma Xapuo8oi NPOMUCIOBOCHI.
10es xoonepayii 3a KOpOOHOM 82ice 0A8HO HAOYIA YIMKO20 eKOHOMIKO-NPAB08020 BU3HAUEHHS Md
ehekmusHo emileHa 6 NpaKkmuuHe HCUmms uyepez 00 €OHAHHA OpPIOHUX MA  CepeoHix
MoBapo8UPOOHUKIE 3AB0AKU CMBOPEHHIO OKPEeMUX 6NIUBOSUX CVO €Kmi6 azpapHux 6iOHOCUH —
Koonepamugie. Ackpasum npuxkiadom YCRiWHO20 iX YMEopeHHs ma (OYHKYIOHY8AHHA € 00C8Ii0
Cnonyuenux I[llmamie Amepuxu. Bpaxoeyiouu ocobnuso nozaubneny MidCHApOOHY CRIENpaylo
Yipainu ma CIIIA 3 bacambox eKOHOMIYHUX MA COYIANbHUX HANPAMIG, 8 MOMY YUCII, U OONOMO2Y
W00 PO3BUMKY KOONEPAMUBHUX 00 €OHAHb, 86ANCAEMO 3a OOYIIbHE BUBUEHHS MA OOIPYHMYBAHHSA
WIAXI8  YNpoBaodxcenus ioei egexmuHoi Koonepayii GIMUUBHAHUX CLIbCbKO2OCNOOAPCHKUX
nIONPUEMCME Ma NPOYECHO20 YAPAGIIHHA HUMU HA NPUKIAOI YCHIWHO20 PO36UMKY MAd OOCACHEHb
Koonepamugrnozo pyxy aeponionpuemcme CILIA, wo 11 cmano memor Hanucauws cmammi. 3a
pe3yibmamamt - Npo6eodeHoco  OOCHIONCEHHA — A8Mopamu  6UAGIEHO, WO  Koonepayis
CLIbCLKO2OCNOOAPCHKUX nionpuemcme YKpainu 3naxooumscs He 8 Haukpawomy cmani. Kinbkicmo
ICHYIOYUX KOONepamueié 3pocmae NOGLIbHO, 3AKOHOOasua 0aza Onsi OiSIbHOCMI OCMAHHIX €
HeOOCKOHAI0 ma He3a008inbHoto. [Ipoananizoeano ocHosHi npobiemu, wo 3a8axcaroms po36UMKY
BIMUU3HAHOL CLIbCbKO20CNO0APCHKOI Koonepayii. Busueno noszumusHuili 00Ci0 ynposaodlcenHs,
munu ma o0cobausocmi KOOnepamueHoi opmu 20CnO0ApPOBAHHA HA NPUKIAOI  A2papHUX
nionpuemcme  CILLA. Aémopamu 6usHaueHo KuO408i NpoOIeMu  pPO3BUMKY  BIMYUSHAHOL
CiIbCbKO20CN00apCbKoi Koonepayii Ha Makpo- U MIKPOPIBHAX, a4 MAKONC 3aNPONOHOBAHO 3AX00U
Wooo ix eupiuleHHsa, 6 MOMY UYUCII NPeOCmAasieHo WIAXU NOKPAWEHHA  OisIbHOCMI
CIIbCbKO20CNO00APCLKUX KOONEpamusie uepe3 nepexio 00 eekmusHo20 npoyecHo2o YNpasiiHHs
HUMU.

Knrwouoei cnoea: «xoonepayia; xoonepamus,  CilbCbKO20CNOOAPCbKULL  KOONEpamue;
CIbCLKO20CN0OApChKULL 00CIY208VI0UULL KOONEPAMuUs, npoyecHe YnpasiitHsL.
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KOOIIEPAIIUA CEJIbCKOXO3SIMCTBEHHBIX TPEANPUSTUNA YKPAUHBI M CIIA
B KOHTEKCTE NPOLHECCHOI'O YIIPABJIEHUSA
Aepapmubili  nomenyuan —cmpamel — Onpeoensemcs —COCMOAHUeM U pazeumuem — eé
CeNbCKOXO03AUCMBEHHOU cmpyKkmypbl. B nacmoswee épemsa Ykpauna 3anumaem eedyujee mecmo
Ccpeou OCHOBHBIX NOCMABUWUKOSE aA2PONpo00B8oabCmEeHHoU npoodykyuu 6 Eeponetickuii Coros.
OoHnako omeyecmeeHHOe celbCKoe XO3AUCMBO 00 CUX NOP HYHCOAEMCS 8 KAYeCm8eHHbIX pedhopmax,
8 MOM YUCJle U e20 OP2aAHU3AYUOHHOU CMPYKMYPbl, 20€ KII0YEBbIM dJIeMEeHMOM AGNIAEmCcs CO30aHUe
NPO3PAYHOU  3A20MOBUMENbHO-CObIMOBOU UHPPACMPYKMYPLL, OCHOBAHHOU HA I GekmusHom
DYHKYUOHUPOBAHUU ACPAPHBIX KOONEpamueos U ux OdlbHeliuel uHmezpayuu ¢ mopeosiel,
npeonpusmuaMU nepepabamvléarowei U nuwesol npomviuiienHocmu. HMoes koonepayuu 3a
pybesicom yoice 0agHO npuodbpena uyémkoe 3IKOHOMUKO-NPABOBoe onpeoenenue u 3@oexmusHo
BONNIOWEHA 8  NPAKMUYECKVIO  JICU3HbL — Yepe3  00beOuHeHue  MeNKUx U CPeOHUx
mosaponpouszsooumeinetl 01a200aps. CO30AHUI OMOENbHLIX GIUAMENbHLIX CYOBLEKMO8 aCpapHbLX
OMHOWLEHUL — KOONepamueo8. SApKum npumepom yCnewHo2o ux oopazoeanuss u QyHKYUOHUPOBAHUs
aensiemesi onvim Coedunénmvix [llmamose Amepuxu. Yuumwvieas ocobennHocmu yenyoiéHHo2o
MednHcOyHapoono2o compyonuvecmea Yxpaunvl u CIIIA no MHO2UM IKOHOMUYECKUM U COYUATbHBIM
HanpaenesusiM, 8 mom 4Yucie, U NOMOWb 6 PA38UMUS KOONEPAMUBHbIX 00beOUHeHUl, cuumaem
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yenecooopasHvlM usyueHue u 060CcHosanue nymei HeOpeHus uoeu 3Q@dexmusHol Koonepayuu
OMeUeCmBEeHHbIX CeNbCKOXO3AUCTMEEHHbIX NPEeONPUAMULL U NPOYECCHO20 YNPAGIeHUS HUMU Ha
npumepe yCnewHo20 paszeumus U O0CMUNCEHUN KOONEPaAmueHo20 OBUNCEHUSI AcPONpeOnpusmuil
CILIA, umo u cmano yeavro Hanucaumus cmamvu. B pesyromame npoeedénnozo ucciedo8anus
aemopamu  8blAGNIEHO, UMO KOONepayusi CelbCKOXO3AUCMBEHHbIX —npeonpusmull  YKkpaumvl
Haxooumcsi He 6 Jyuuiem cocmosiHuu. Konuuecmeo cywecmeyrowux Koonepamueos pacmém
MeONeHHO, 3aKOHOOamenbHas 6aza O0isi 0esimeNbHOCMU NOCIeOHUX SBNAeMCs HeCO8EPULEHHOU U
HeyoosnemeopumenvHou. Ilpoananuzupoeanvl OCHOBHLIE NPOOIEMbI, Meularwue pPa3sUmuio
OmeuecCmeeHHOU  CelbCKOXO3AUCMBEHHOU — Koonepayuu. H3yueHo  NoLodcumenvHulll — Onbim
BHEOPEHUsL, MUNbL U OCOOEHHOCIU KOONEPAMUBHOU (POPMbL XO3AUCIBOBAHUS HA NPUMeEPe AePAPHBIX
npeonpusmuti CLLIA. Asmopamu onpedeneHvl Kntoyesble NpoOiIeMbl PA3GUMUS OMedeC8eHHOl
CeNbCKOXO3AUCMBEHHOU KOONepayuu Ha MAakpo- U MUKPOYPOBHSX, d MAKI’ce NPeOdloNCEeHbl Mepbl
O UX pewleHus, 6 MOM yucie NpeocmagieHvl HYymu  YIyYeHUs — OesimeabHOCmu
CeNbCKOXO3AUCMBEHHBIX — KOONEPpAmuUBo8 yepe3 nepexoo K ohgexmusHomy npoyeccHomy
VAPABIEHUIO HUMU.

Knwouesvie cnosa: koonepayus; KOONepamug, CeibCKOXO3SAUCMBEHHbIL KOONEPAmus,
CeNbCKOXO3AUCMBEHHBIU OOCTYHCUBAIOWUL KOONEPAMUB NPOYECCHOE YAPABIEHUe.

Introduction. According to the Ministry of Agrarian Policy and Food of Ukraine
(hereinafter referred to as the Ministry of Agrarian Policy), export of agricultural products in 2018
amounted about USD 19 billion, or 39 percent of total exports [1]. Also, the press service of the
Ministry of Agrarian Policy reported that Ukraine became one of the 20 largest producers of
conventional sugar in the same year [2]; as on the official report of the European Commission,
according to the consulting agency UkrAgroConsult [3], among the main suppliers of agro-food
products to the European Union our country was ranked third. Therefore, the agrarian potential of
Ukraine is quite considerable and requires for its properly application in the area of competitive
advantages by using the effective development of agrarian production.

The agricultural sector in the most European countries, the USA, Canada, and Japan is based
on the small and medium-sized individual producers and owners, not as the single households, but
by working together to achieve the set goals. That is why, for a long time, the idea of cooperation
has stable definite features abroad and is effectively applied through the creation of separate
influential actors of agrarian relations — cooperatives.

Nowadays position of Ukrainian agricultural producers in the domestic and foreign markets
is not stable resulting from many reasons, among which are the following: low rates of technical
and technological renewal of agricultural production in the production cost structure; the
uncompleted process of adaptation to the requirements of the food quality and safety of the
European Community; slow positive shifts towards the transition from raw material exports to the
finished goods exports; limited access to financial resources of small and medium-sized agricultural
producers, etc.

Thus, domestic agriculture sector still seeks for qualitative reforms, including its
organizational structure, where a key element is creation of transparent procurement and
distribution infrastructure through the practical implementation of the idea of "cooperatives" and
their integration with trade, processing and food industry enterprises.

The USA is one of the countries with the developed and successful operating cooperatives.
Considering the similarity of the bright expressed "individualism" of doing business for both
Ukrainians and Americans, especially the recent close cooperation between Ukraine and the USA in
the many areas of economy, including support in the development of cooperative associations, we
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consider it is appropriate to study the effective experience of such cooperative organizations
functioning in the light of modern process management.

Review of recent researches and publications. Issues of determining the nature and role of
cooperatives in the agricultural sector were addressed by such foreign scientists as: K. Blokland,
J. Schuurman [4], V. Kumar, K.G. Wankhede, H.C. Gena [5], L. Melece [6], P. Dannenberg [7],
J.S. Hanson [8], S. Murray [9]. Among the domestic scientists, the issues of the agricultural
cooperatives creation and functioning, as well as the introduction of the very idea of cooperation as
a basis for the development of agrarian potential of Ukraine, were studied by the following:
T.V. Ivanova [10], V.V. Zinovchuk [11, 12], V.V. Borschevsky [13], L.V. Moldavan [14, 28],
L.V. Tarasovich [15] and others. However, in Ukraine the cooperatives development is rather slow
comparing with the other developed countries and requires more detailed study of domestic
cooperation, including agricultural cooperation in the modern conditions; research of the reasons
that impeded its progress, as well as the analysis of cooperative households in the foreign countries
where the cooperative movement has already flourished (for example, our partner — the USA). Also,
a little attention was paid to the management of cooperatives through a process approach.

The aim of the research. The purpose of the research is to study and justify ways of
implementation of the effective cooperation and process management idea at domestic agricultural
enterprises on the example of successful development and achievements of the USA agricultural
enterprises cooperative movement.

Objective of the research is achieved through the implementation of the following tasks:

- to examine the current cooperation among the Ukrainian agricultural enterprises;

- to study successful experience of agricultural cooperative households at the USA;

- to justify improvement of Ukrainian agricultural cooperatives functioning through the
implementation of the effective management approach to their business processes.

Results. Development of the agrarian sector of Ukrainian economy is impossible without a
transparent well-established production and marketing component, based on the predominantly
privately owned certain production structures. Nowadays the organizational structure of the
domestic agricultural market is characterized not only by the presence of large enterprises
(agricultural holdings, limited liability companies, joint stock companies), but also by the
significant number of individual production, namely, farms and individual households. The recent
ones requires special attention as they contribute the lion’s share of agricultural production, the
foundation of rural communities development, improving the standard of living and life quality in
rural areas, while being the least protected in terms of competitiveness, economic potential
increasing and opportunities to enter civilized markets.

One of the most effective ways and mechanisms to increase the efficiency of small and
medium-sized agricultural suppliers worldwide is to integrate them into various forms of
organizations working together to meet individual interests. The most widespread and economically
viable is a cooperation of producers through the operation of agricultural cooperatives.

Agricultural cooperative in nature is an open voluntary association of democratic individual
agricultural producers for the common organization of the production, harvesting, processing and
distribution with or without a purpose of profit receiving, to meet the economic, social and other
needs using a self-management approach [16].

Agricultural cooperation facilitates development of free business activity and protects
agricultural producers from monopoly leading structures [17, p. 1]. Implementation of cooperation
idea gives a real opportunity to ensure the access of small households to an organized and effective
market for their products distribution, jointly overcome production, social and domestic problems,
solve the social protection issues of rural residents (primarily members of a cooperative), develop
rural infrastructure and communities [18, p. 4-5], etc.
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Nowadays, cooperatives development in Ukraine is slow and generally unsatisfactory,
although there are some positive trends. Thus, the number and share of agricultural cooperatives in
the total sales of agricultural products remains negligible (share of producer cooperatives in the total
agricultural production is less than 1%, number of members that provides servicing of cooperatives
is less than 0.2% of the rural population) [19].

As of the beginning of 2019, according to the Ministry of Agrarian Policy, the number of
registered agricultural service cooperatives (ASC) in Ukraine was equal to 1,286 households [1].
ASC dynamics for the last ten years is provided in Figure 1.
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Source: prepared by author on the bases of source [1].
Figure 1. Dynamics of agricultural service cooperatives growth during 2010-2019

Comparing with the year 2011 the largest growth of ASC was observed in 2012 and
amounted in 32%. The largest decline of cooperatives growth was observed in the years 2010-2011
(-9.6%), as well as in 2014-2016 (growth was almost zero, less than a half of percent). This
situation is explained not only by problems in the sphere of cooperation, but primary by difficult
political and economic situation in the country (military conflict in the Donbas, devaluation of
hryvnia, sharp change of political power, etc.). Nevertheless, there is a positive trend of ASC
quantity increasing, since 2010 it has totally increased in 2.5 times (or 159.27%).

The legal framework of cooperatives functioning in Ukraine is defined by the following
basic legal acts: the Land Code of Ukraine [20], the Commercial Code of Ukraine [21], the Civil
Code of Ukraine [22], the Tax Code of Ukraine [23], Law of Ukraine "On Cooperation" [ 16], Law
of Ukraine "On Agricultural Cooperatives" [24], Resolution of the Cabinet of Ministers of Ukraine
on March 09, 2011 No. 272 "On Approving the Procedure of Funds Using Envisaged in the State
Budget to Support Agricultural Service Cooperatives" [25], and others.

Currently, in order to improve the current legislation on agricultural cooperation in 2019, a
new draft law of Ukraine "On agricultural cooperation" (hereinafter — Law Ne 6527-d) was adopted
at first reading by the Verkhovna Rada of Ukraine [26], that is likely to be further adopted, that will
provide significant legal changes of cooperatives existence.

Main changes of the new law (in case of final adoption of the Law Ne 6527-d) comparing
with the previous one [24], as well as its impact on the further cooperatives development are shown
by the author in Table 1.
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Table 1

Analysis of the draft Law Ne 6527-d and its influence on the agricultural
cooperation in case of its final adoption

Key changes proposed by a Draft
Law Ne6527-d compared with the
current Law "On Agricultural
Cooperation"

Influence on further agricultural cooperatives development

Positive aspects in case of its
implementation

Negative aspects in case of its
implementation

- are defined legal, organizational,

economic and social bases, when
before were determined only
peculiarities of functioning of
agricultural cooperation; the
correlation with the law "On Co-
operation" is lost;

- abandoned strict division of
agricultural cooperatives into

producer and service; created a single
legal and organizational form -
agricultural cooperative;

- provided opportunity to choose
their own form of activity — profit or
not-profit;

- provided ability of profitable
agricultural cooperatives to conduct
transactions with persons that are not
members of such cooperatives under
certain conditions;

- consolidation at the legislative
level the basic principles of the
cooperatives formation and
operation;

- possibility to adopt cooperative
decisions considering the additional
votes of members, etc.

- definition of formation and
operation principles of
agricultural cooperatives allows
clearly understand the nature of
a cooperative and its essence
for future participants at the
legislative level, is the basis for
cooperative;

- provisions on the state
support of the cooperation are
maintained, is possible
establishment of the Agency of
Facilitation of  Agricultural
Cooperation Development,
which will provide
informational, advisory and
methodological support.

- contravenes the Framework Law
"On Cooperation", thus creating
legal conflicts;

- the principle of "one member —

one vote" is partially leveled,
adoption of decision of the
additional number of  votes

considering is possible;

- non-profit cooperatives lose their
land shares and mutual funds;

- salary essentially becomes a
cooperative payment, which leads to
the non-payment of the applicable
taxes, and consequently people are
left without insurance period;

- in case of the cooperative
reorganization, its rights and
obligations are transferred to the
assignee, that not obligatory has to
be a cooperative. This is how the
"butterfly cooperatives" will be
born.

Economic and legal consequences in case of the Law adoption and experts assessment

- leveling the true essence and nature of the cooperative as a form of joint efforts of its members to reduce
costs and / or increase income of the cooperative members, as a result, a cooperative is transformed into
commercial partnerships and leverage of dividends earning;
- non-profit cooperatives without the land shares will not be able to produce agricultural products in fact;

- abuse of management through CEO that is not obligated to be a cooperative member;

- reduction of the tax base by the amount of corporative payments, loss of insurance period by the
cooperative members and other consequences.

Who supports this draft Law

Who does not support this draft Law

Deputies of Ukraine that adopted the Law (as of
September 2019, still in first reading), UN Food

and Agriculture Organization (FAO)

Ministry of Agrarian Policy of Ukraine, Institute of
Economics and Forecasting of NAS of Ukraine, Main
Scientific and Expert Department of the Verkhovna
Rada of Ukraine Apparatus, National Science Center
"Institute of Agrarian Economy", Zhytomyr National
Agro-Ecological University, Union of Agricultural
Servicing Cooperatives of Ukraine, scientists-specialists
Y. Lupenko, L. Moldavan, Z. Svereda and others.

Source: prepared by the author on the bases of sources [11, 12, 16, 19, 24, 26-28].
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Thus, on the results of the analysis of the draft Law 6527-d, comparing it with the current
law on agricultural cooperation (Ne 469 / 97-BP of 07.17.1997, including the latest amendments
thereto), taking into account the official conclusions of the Ministry of Agrarian Policy of Ukraine
[1], Chief Scientific Expert Department of the Verkhovna Rada of Ukraine [27], expert evaluation
of the State institution "Institute for Economics and forecasting of NAS of Ukraine" [28], we
conclude that in whole this Law Ne 6527-d brings more legal inconsistencies and confusion than
help to fix ones. In addition, this draft Law "disguises" a conventional commercial company as a
cooperative, since the very nature of the cooperative as an organization is lost: not to receive
dividends by the owners of the firm, but to provide / reduce costs of services that are provided to the
members of such household, that essentially impedes the development of the cooperation and a
cooperation idea in Ukraine.

Instead, in order to eliminate problems that impede the development of agricultural
cooperatives, a number of other measures have to be implemented, among them are the following:
complete the institutionalization of non-profit agricultural service cooperatives in the Tax Code to
eliminate problems with tax authorities, provide a more coherent interpretation of the terms
"cooperative payments", "cooperative association", in order to specify and strengthen state support
of agrarian cooperation considering foreign experience [14, p. 20-21]; develop a contractual and
subcontracted system between enterprises of different agro industrial complex branches, including
cooperatives [17, p. 4]; decentralize the power, develop the rural territorial communities and local
self-government in the countryside in order to increase the investment potential of the rural
economy [13, p. 346]; provide the cooperatives with professional legal and accounting support;
develop a cooperative education and training of skilled cooperative specialists at the institutional
level, and other activities.

Among the successful Ukrainian agricultural cooperatives are the following: "First National
Agrarian Cooperative", "Faina Polyana, "Jahidnyi kray", ASC "Wilshansky Kolosok", ASC "Step",
"Molocharske" Agricultural Enterprise of Dnipropetrovsk Oblast Association, ASC "Hospodar",
"Start", APC "ROSIA", and others.

Over the years abroad most small-scale agrarian producers have been united into
cooperatives and operate successfully, creating the same "middle-income" households. For
example, the United States of America is one of the prime examples of the successful operation of
cooperatives overseas. The experience of the cooperative movement of the USA agricultural
producers demonstrates that an individual small producer can be not less successful than a large
agricultural holding.

Thus, from the American point of view, a cooperative is a business owned and controlled on
a democratic basis by the people who use its services and whose benefits are then fairly formed and
distributed among its members on the basis of such services use [29].

The first cooperative company that still exists in the USA was founded in 1752 by the
Benjamin Franklin on mutual fire insurance. For the first time American dairy-cheese cooperatives
were organized in a year 1810, after them were organized cooperatives for the other agricultural
producers. It should be noted that these first efforts of agricultural producers associations were local
in nature, did not depend on the large firms and were created with a short term purpose [30, p. 2].

The success and operation of the USA agricultural cooperatives is based on the consistent
and continuous adherence to the cooperative principles, optimal choice of the required cooperative
type, compliance with the legal field of their operation (legislative framework), and an adequate
model of formation, financing and management (Table 2).

Thus, as a rule in the USA there are 3 types of agricultural cooperatives: supply, marketing
and service. Recently, so-called "value-added" cooperatives have been gaining ground, that differs
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from the traditional ones as they convert agrarian raw materials, such as wheat, into the specific
goods, such as bread for example [33].

Table 2
Background of the successful operation of the USA agricultural cooperatives
Type of
agricultural Key features of cooperatives Cooperative principles Cooperative financing
cooperative
a) supply -the  members are the|l) voluntary and open|sources of financing:
b) marketing shareholders, not  outside| membership; - direct investment,
c) service investors, are owned by farmer-|2)  democratic =~ member |- patronage income,
d) "value-added" |members; control; - nonpatronage income.
("new generation" |- the use-control principle:|3) member economic
cooperatives) democratically controlled by |participation;
the farmers who own and use|4) autonomy and
the business; independence;
- economic benefits are|5) education, training and
provided and distributed to its|information;
users on the basis of the|6)  cooperation  among
member's use of  the|cooperatives;
cooperative; 7) concern for community.
- cooperatives are designed to
provide benefits to producer-
members as users, not as
investors.
Legislation:

the Capper Volstead Act (1922), the Internal Revenue Code (Subchapter T), The Cooperative Marketing Act
(1926), The Agricultural Market Agreement Act (1937), Agricultural Fair Practices Act (1967), state
securities laws ("blue sky" laws) and others laws.

Examples of successful agricultural cooperatives:
CHS Inc., Dairy Farmers of America, Land O’Lakes Inc., GROWMARK Inc., Ag Processing Inc., California
Dairies Inc., Ocean Spray Cranberries Inc., Blue Diamond Growers and others.

Source: developed on a bases of the sources [29, 32-38].

Today, the success and demand for the various cooperatives in the USA, including
agricultural cooperatives, is evidenced by some figures and facts, among them are the following:

- 29,000 cooperatives operate in each sector of the USA economy. Among them, more than
3,000 cooperatives are agricultural with 2.8 million cooperative members and a net business volume
of over than USD 96 billion [32, 35];

- dairy cooperatives cover more than 80% of the USA dairy production;

- agricultural cooperatives have more than 190 thousand employees [39].

Cooperative management of the USA includes: ordinary members of the cooperative
(members-owners), the Board of Directors (elected and formed by the members of the cooperative),
manager (executive director, hired from outside), other management staff (specialists hired and
supervised by the manager which are paid separately) [40].

Cooperative members are its basis, as they are the only who own and operate the
cooperative through the formed Board of Directors, therefore, the "bottom-up" principle is applied.
They have the following rights and responsibilities: to adopt and change the statute of a cooperative,
to form and exclude members of the cooperative council, to dissolve a cooperative or to collaborate
it with another cooperative, to provide the necessary share capital of the cooperative, to participate
regularly in general meetings, to be informed on the situation and the activity of the cooperative, be
responsible for the correctness of amendments to the legal documents of the cooperative, to
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distribute risks among the cooperative members in the cooperative doing business, etc. [40, p. 2-3;
11, p. 119].

Summarizing the experience of the cooperatives management in the USA, it should be noted
that there a successful cooperative management is ensured by the active interaction of cooperative
members with the Board of Directors and a manager that provides the hired staff management on a
professional basis [40, p.2]. The problems are solved considering the benefit of everyone; in
particular, the participants are sure that they will be heard. The system itself is built from the
"bottom-up", when each lower level of control is fully control the higher and the higher level is
accountable to the lower one. This is the practical embodiment of democracy in American
cooperatives (including agricultural ones).

Author considers that a successful experience of the USA cooperatives operating and
management can be adapted in Ukrainian cooperative organizations. However, before introducing
the positive aspects of the USA cooperatives management in Ukraine, we need to address a number
of issues not only with a general macroeconomic nature (legislative changes, state policies and
support in the cooperative sphere), but also to form adequate cooperative management at the
cooperative level itself (micro level).

The main reasons that impede the agricultural cooperation development in Ukraine are the
following:

- imperfection of the current legislation: ambiguous interpretation of the non-profit ASC
status from the tax inspection point of view due to the differences in the rules of the Tax Code of
Ukraine and norms of law "On agricultural cooperation", double taxation of the agricultural
producer due to the misinterpretation by tax inspectors: transferring of the cooperative products for
the redeployment is perceived as selling and nothing else; scattered and inconsistent regulatory acts;

- inadequate state support: lack of strong systematic programs for cooperative development
with adequate financial support. The allocated funds are too scanty comparing with the desired
positive effect for the cooperatives. For example, payments to cooperatives per registered cow is
only UAH 1,800 (UAH 900 2 per year) [1], that is insufficient;

- inability of producer cooperatives to involve legal entities as members, which significantly
narrows the possibilities for further development;

- prohibited by the law ability of ASC to gain ownership of the goods with its further sale on
behalf of the cooperative, the need to conduct business operations only with the cooperative
members ultimately reduces its competitiveness;

- aggressive latifundation and rapid development of agricultural holdings;

- insufficient or absent informational, organizational and technical support of the rural
population regarding the cooperative idea implementation and its popularization;

- predominantly functional approach to the cooperatives management; misunderstanding and
therefore lack of clearly spelled out business processes in a cooperative;

- lack of specialists in cooperative direction, low level of educational support and training of
such specialists;

- limited access of cooperatives to financial resources, lack of a well-established system and
even of the profile cooperative banks themselves, as the commercial banks are naturally not
interested in the cooperative financing;

- other reasons.

According to the authors, one of the key micro level problems that impedes the normal
development of domestic cooperatives is the lack of awareness of the cooperatives founders that the
cooperative is a kind of business project, and before its establishing it is necessary to define clearly
its mission, operation principles, work plans, main business processes of the cooperative, and other
aspects. After all, a cooperative, as any other type of enterprise, has to be managed effectively
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inside, otherwise the effect of joining forces, synergy and competitiveness increasing of the small
producers will be zero.

The basis of the cooperative management have to be grounded on a process management,
which includes the management of business processes (all systematic activities interrelated with
other ones, which algorithmically describe the enterprise inside, have clearly identified owners, and
relate to the transformation of input resources into the final goods, a documented output goods that
has consumer value for internal or external customers). All business processes of the cooperative
have to be outlined and all direct or indirect members will be informed on them. Then there is a
chance that the "one-day cooperatives" will disappear.

The peculiarity the cooperative business processes management comparing with
management of the other organizational and legal forms of entities is that all business processes are
prescribed and adjusted by the direct members of the cooperative with the ability to involve the
experienced specialists on the process management implementation, since here the principle of
“bottom-up” management is applied. Cooperative members join together to realize common
interests, so they need to understand what and how will happen inside the cooperative.

Another peculiarity during business processes organization in ASCs is the fact that ASC is a
non-profit organization, profit receiving is not a purpose of their functioning; the main social effect
is reflected in increasing income of the cooperative members by costs reducing or by increasing of
value added of their goods, but not of the cooperative itself.

Advantages of the process management of a cooperative are the following:

- simplification of the organizational hierarchical structure, which allows to simplify the
exchange of information between different divisions and clearly identify the person responsible for
each business process;

- avoidance of functions duplication, improvement of management quality and costs
reduction;

- the key characteristic is the orientation towards the satisfaction of the end consumer, he is
the arbiter on the value and quality of the "output" business process;

- an opportunity to see the whole process from the beginning to the end; thus, to plan
resources for its provision, as well as to identify weaknesses and eliminate them.

Establishment of a cooperative and process management allow to remove outdated
collective farm thinking (when all members join forces and work voluntarily not for the individual
welfare, but to satisfy the state needs on a compulsory basis), increase labor productivity, be able to
attract additional financial resources, form their own well-being of rural inhabitants. Ultimately, it is
the driving force for the further development of the Ukrainian agro-industrial complex.

Conclusions.

1. Implementation of the cooperative idea and form of doing business in the agrarian sector
of the economy is in its initial phase and is characterized by: imperfect legislative base, which is
currently tried to be reformed by some circle of people through the adoption of the law (draft law
Ne 6527-d), that contradicts the key principles of cooperation; scanty state financial support of
cooperatives; absence of a civilized land market and a number of other problems that need to be
solved as soon as possible.

2. Most small and medium-sized individual agricultural producers abroad operate on a
cooperative basis, which contributes to their real ability to compete with larger producers and to
uphold their own interests with the continued growth of well-being, facilitating the development of
agricultural production and rural communities. One of the most successful countries where
cooperatives are a base of the agricultural households is the USA. The success and operation of the
USA agricultural cooperatives is based on the consistent and continuous adherence to the
cooperative principles, optimal choice of the required cooperative type, compliance with the legal
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field of their operation (legislative framework), and an adequate model of formation, financing and

management.

3. One of the important aspects in the domestic agrarian cooperatives formation and their
further successful development is implementation of the process management approach through the
separation by the cooperative members the key business processes and their effective management.
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