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The development of entrepreneurial initiatives in the form of agro-cooperatives can be a perspective
way for the community to develop through the formation of active civil awareness of the population, to
create new jobs, to improve the local infrastructure and to find additional investments. The research
aimed at examining structure and factors which influenced cooperatives management in Sumy region.
Questionnaires were administered in 5 cooperatives to 19 members. Multiple regression and correlation
analyses were performed to identify factors believed to influence cooperatives’ management as well as to
examine the degree of association between farm-specific and socio-economic variables. To evaluate the
importance of cooperatives for its members and management, such a resulted factor, as “receiving a
better price as a member of cooperative” was chosen. Results indicate that a significant factor on
perception to receive a better price as a member of the agricultural cooperative was age with the effect of
the coefficient been about 4.1 %. Factors such as gender, education, farm size and ways to resolve
conflict situations in the agro-cooperative turned out to be statistically insignificant. The purpose of this
research mini-paper is to study certain aspects of the cooperative movement in Ukraine and the Sumy
region. The object of research is to identify the extent to which various factors influence the activities of
cooperatives. The theoretical and methodological basis of the research reported in the research mini-
paper were the main provisions of national scientists and development and international experience
problems with cooperation, theory, and practice of marketing, personal assessment of the authors. People
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with a higher level of education better evaluated the importance of cooperative for the local community.
However overall local’s vision of the cooperative movement is positive and most of the respondents
would like to have more cooperatives in their villages. It was founded, that the lack of information about
cooperative movement which resulted in the low interest of low people in joining cooperatives. In light
of the above, creating more awareness of the cooperative movement in the local communities could be a
way to involve the youth to participate in the cooperative movement.

Keywords: socio-economic development, local communities, agricultural cooperatives, management,
regional development.
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Introduction. At the current stage of State development, the decentralization reform is a
key focus of the Ukrainian Government. The main goal of the reform is to form capable local
communities. The urgent issue is to ensure the financial capacity of the newly created
territorial communities. One of the main factors in ensuring its capacity is to develop a
business environment, in particular through the establishment of agro-cooperatives. This could
help to create a favorable investment climate in the region, create new jobs, increase salaries
and payments to the local budgets.

Cooperation is a system of cooperative organizations created to satisfy the economic,
social and other needs of their members [1]. The members are investors as well as consumers.
Their main aim is to help their members with their needs, unlike other business organizations
that are focused solely on gaining profit.

It is stated, that cooperatives are considered to be an inherent part of the market economic
system and democratic society [2]. Another reason for the importance of small farmer
organizations is better access to markets, lower transaction costs, gaining necessary market
information. These reasons are especially important in countries that have a high number of
big agribusinesses and foreign investors [3].

In the words of Olexandr Pavlenko, the executive director of agricultural cooperative
Sumy Orchards: “before the crash of the Soviet Union, on the territory of Ukrainian republic,
the system of efficiently working cooperatives was created. But another wave of privatization
in independent Ukraine broke this system down and divided property between people, who did
not know what to do with it. At this same time, first agro-holdings started to appear and even
the law about cooperatives could not help the villagers to use their land in the right way,
because they already had contracts with agro-holdings”.

The restructuring of former Soviet kolkhozes resulted in different forms of cooperative
organizations. Even after more than 20 years of de-collectivization, the internal structure of
cooperatives is not well known. The cooperation was a well-known practice in Ukrainian
territories well before the collectivization that took place in Soviet times. The totalitarian
regime during the time of Stalin's reign caused a negative perception of a cooperative between
agricultural producers as well as consumers [2]. That is why the approach to agricultural
cooperatives in the countries that experienced the forced collectivization is unfavorable.

Problem statement. According to the Ministry of Agrarian Policy data, there were 1125
registered cooperatives in Ukraine at the end of 2017. Only 610 were working while others
existed only on paper. In the studied Sumy region, there are 47 — registered co-ops of which
33 are not-working ones [4].

Researchers note the already proven advantages of cooperative action which is ‘voluntary
action by a group to pursue shared objectives — for technology adoption and to ensure that
resource use is efficient, equitable and sustainable. It is shown, that agricultural cooperatives
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can be a good opportunity for small farmers and peasants to participate more effectively in the
market. Also, there is evidence that collective action can help smallholders to reduce barriers
to entering markets by allowing them to compete with large farmers and agricultural
enterprises [3].

Agro-holdings currently cultivate a great number of hectares in Ukraine and the number is
growing. Despite all that, this process is slower than before, because agro-holdings are
incorporating more intensive ways of increasing their production. To fight this agricultural
structure, cooperatives help with educational programs for farmers, foreign grants,
governmental help, credit programs and other kinds of monetary support for co-operatives and
their members that can be used just for the entering different innovations into the holdings of
small farmers [5].

Over the years economists expressed their criticism over cooperative action. They
concluded some of the main arguments — unclear property rights, high agency costs, uncertain
technical efficiency, etc. It is noted, that members of cooperatives do not control the
management, investments for development are short-term and accumulated investments are
lower than economic optimum, etc. [6]. Crucial point is to state when cooperatives make
sense. “When poverty reduction is the overriding goal, facilitating access to markets may not
be the best way forward” [3].

Nevertheless, many cooperative organizations work well for their members and contribute
to the local socio-economic development. That is why the study of the current situation of the
functioning of management in agrarian cooperatives is extremely relevant. This will improve
the efficiency of the operation of these cooperatives. Cooperatives can appear only when
cooperative members express their willingness to cooperate and start the organizational
procedures. That is why it is crucial to study the internal management of cooperatives.

Purpose. Therefore, the main aim of this research is to examine common structures and
management of cooperatives in the Sumy region. The other objectives are to describe profit
groups of small farmers — particularly Sumy Orchards cooperative, to study internal
management and to identify socially demographic factors that influence on cooperative
members.

Results of the research. 5 cooperatives in the Sumy region (milk cooperatives in
Chernecha Sloboda, goat milk in Vyry, grain cooperative in Tovste, milk and information
services cooperatives in Shevchenkovo, apple production cooperative — Shpetivka) were
selected into the sample for the research.

The primary dates were collected on the site from the managers and members of
cooperatives in Ukraine. The interviews were conducted with the aim to obtain data on the
current situation of cooperatives and to study the processes of internal management, studying
the expectations of a cooperative member from co-production. Visits to the cooperatives were
conducted for 4 days, the time of a survey of one respondent was about half an hour after the
completion of the survey photographic fixation was conducted.

Data sources, sample size and sampling technique, data analysis

Primary data was acquired through the administration of questionnaires that focused on the
management and internal governance of cooperatives. The questionnaire was compiled in
English and Ukrainian languages, the survey was conducted in Ukrainian. The questionnaire
was divided into two parts — 5 questions solely for the manager and 9 questions for managers
and members. The method selected for the collection of primary data was a personal interview
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for managers and members. Convenient sampling was applied to select in total 19 members
including managers of the five cooperatives.

The first part of the results uses basic descriptive in order to better understand the internal
situation of Ukrainian cooperatives. The main variables used for the description of internal
management practices are given in the questionnaire.

We also applied multiple regression analysis to assess factors, which influence farmers
understanding of internal situation of Ukrainian including managers of the five cooperatives.
Also, correlation analysis was performed to identify the degree of relationship farm specific
characteristics and socio-economic factors believe to influence farmers’ perception about the
price they receive for their products as cooperative members. Mathematically, the regression
model can be formulated as follows:

Y =B+ X+t X, & 1)

Y — dependent variable;Xq — independent variables; B, ~ coefficient of regression; & —
random error.

Table 1
The variables for multiple regression analysis
Variables Interpretation
X1 age in years
X2 gender
X3 education
X 4 farm size
X5 conflict management
Y better price as a cooperative member

Management and member characteristics of cooperatives

Figure 1 indicates that out of the total 19 members, 15 representing 79 % were males while
4 representing 21 % were females. This has an implication that perhaps females have less
interest in cooperatives or are most often excluded from social institutions such as
cooperatives. However, this may also be the impact of our sample.

This result is similar to the study conducted by Kustrich L. O. and Zaporozhets T. V. [7] in
Ukraine who also found that most cooperative members comprise males instead of females.

H Male

Female

Figure 1. The age structure of cooperative members
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The same observations we found in the research made by FAO [8]. Statistics prove that
only 43 % of females participate in agribusiness. The gap between women and men in
agriculture is especially visible in the access to resources and services. FAO statistics show
that labour productivity among genders is due to the different use of factors of production.
FAOQ’s study shows that the increase of farm yields by 20-30 % could be reached if women
obtained the same access to productive resources as men.

Figure 2 shows the initial structure of participants in cooperatives. As we can see people
aged 50 to 60 and 40 to 50 are predominant. On one hand, this indicates that some people
experience some kind of knowledge of the cooperatives, and on the other, it shows the
problem of migration of young people from rural areas and their disinterestedness to work and
live in villages.

0, -
>0% 42%
40% -
30% - 26%
20% - 16% 16%
0% T T
20-30 30-40 40-50 50-60

Figure 2. The age structure of cooperative members

Figure 3 shows the main ways of solving conflicts by members of the cooperative. As can
be seen from the study, most cooperatives come to a common solution through discussion.

90,00 /6,95 7
80,00
70,00 -
60,00 -
50,00 -
40,00 -

30,00 -
0,
20,00 - 15,79 %

0,00 - —
Discussion Leader of No conflict

cooperatives
Figure 3. The structure of Conflict management

Figure 4 shows the results of the Likert Scale variables. As a result of the study, the
distribution of expectations of cooperative members regarding the results of joint activities
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was obtained. It is established that the majority of participants 42 % and 47 % respectively,
absolutely agree that the cooperation will allow them to establish a better price for their
products and enter new markets.

0,5 - 47%
42%
0,4 - 37%37%
0,3 -
[s)
21% B Better-price
0,2 - 16%
ESP-coops
0,1 -
0 O
0 T T T 1
strongly disagree (%) agree (%) strongly agree
disagree (%) (%)

Figure 4. Perception of pricing of products and expand new markets

For-profit group of small farmers — Sumy Orchards cooperative

In our research group, we focused on internal management of Sumy Orchards cooperative.
Its main activity is the production and processing of different varieties of apples (French,
German, and Japanese). The other direction is a cultivation of berry bushes. Currently, they
have uncultivated 30 ha of land which they plan to use for grain production. Sumy Orchards
started to move towards organic production and are working towards official certification.

This enterprise consists of 23 members and is located in Sumy region. The average age of
members and workers is between 35-50 years, they shared with seedlings and equipment. The
major reason for creating the Sumy Orchard’s cooperative was to improve the profit from
apple production. They registered as an official cooperative in 2013 and had no problems with
the registration process. Their primary cooperative services to its members are processing
products and achieving the market.

Cooperatives are operated democratically through electing the board of members.
However, Sumy Orchard’s cooperative has 3 permanent board members who are also the
founders (Pavlenko Dmitry Alexandrovich, Pavlenko Alexander lvanovich, and Lysyancky
Nikolay Vladimirovich) and they do not elect any new ones. There are admission fees for
cooperative members and the particular sum is decided by the board. They accept new
cooperative members and the main requirement of acceptance is to have a minimum of 1 ha of
land.

When it comes to government subsidies the cooperative received them twice, once in 2013
and once in 2015. These loans are expected to be given back once the cooperative is making
big enough revenue. So far, they have not received any grants from international donors, but
they get support from an NGO and received 2 credits from a bank.

Our goal was to identify socially demographic factors that positively influence the farmers'
perception to receive a better price as a member of the agricultural cooperative. Factors such
as gender, education, farm size and ways to resolve conflict situations in the agro-cooperative
turned out to be statistically insignificant. A significant factor was the age of a member of the
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cooperative, which indicates that people with sufficient life and professional experience
understand the benefits of joining an agro-cooperative.

Table 2
Impact of demographic and social factors on farmers’ perception
for the price received from cooperatives as members

Variables Coefficient Standard error t-statistics P-Value
constant 0.362551 0.855622 0.423728 0.678
age 0.040813 0.015228 2.680092 0.019**
gender -0.1162 0.389709 -0.29817 0.770
education 0.258501 0.198957 1.299281 0.216
farm size 0.018017 0.028681 0.628205 0.54074918
conflict
management 0.25274 0.200376 1.261325 0.229356409

** refers to significance level at 5 %

Results of the regression analysis indicate overall, that the explanatory variables explain
about 53 % of the variations in the explained variable. Among the socio-economic variables,
only age was statistically significant at 5 % with the effect of the coefficient been about 4.1 %.
This implies that a unit change in the explained variable will lead to 0.041 in the explanatory
variable age.

Table 3
Correlation analysis

Education Farm Better- Conflict Agreement Expansion of
size price manage- with sales by
ment management cooperatives
Education 1
Farm size 0.108 1
Better-price 0.234 0.394 1
Conflict 0.040 0.191 0.327 1
management
Agreement 0.286 0.123 -0.241 -0.061 1
with
management
Expansion of -0.021 0.296 0.024 -0.021 0.266 1
sales by
cooperatives

From Table 3, we observed a positive but weak association between conflict management
and better price received by cooperative members. Similarly, there was a positive relationship
between farm size and expansion of sales points by cooperatives even though the effect is
weak (0.296). Additionally, education and agreement with management decision saw a
positive relationship but a weak effect.

Conclusions and prospects of further research. Our goal was to identify socially
demographic factors that positively influence the farmers' perception to receive a better price
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as a member of cooperative and so it also can positively influence the decision to join the
agricultural cooperative. Factors such as gender, education, farm size and ways to resolve
conflict situations in the agro-cooperative turned out to be statistically insignificant. A
significant factor was the age of a member of the cooperative, which indicates that people with
sufficient life and professional experience understand the benefits of joining an agro-
cooperative.

The first part of the research shows a clear structure of members in cooperatives and
describes one typology of the cooperative. From asked respondents it is evident men
predominate in the structure of participants in agricultural cooperatives. People aged 40 to 60
are the majority as well. This result could serve as further research for further study on the
migration of young people from rural areas and their interest to work in agriculture. The
research established that the majority of participants (42 % and 47 % respectively), absolutely
agree that participation in cooperation will allow them to get a better price for their products
and enter new markets. Among the socio-economic variables, only age was statistically
significant at 5 % with the effect of the coefficient been about 4.1 %. This implies that a unit
change in the explained variable will lead to 0.041 in the explanatory variable age. We
observed a positive but not strong association between conflict management and better price
received by cooperative members. Likewise, there was a positive relationship between farm
size and expansion of sales points by cooperatives.
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Pa3BuTue mnpeanprHUMATeNbCKUX HWHUIMATHB, B (opMaTre arpoKoONepaTHBOB, MOXET CTaTb
MEPCTICKTUBHBIM IYyTEM pa3BUTUSI MECTHBIX OOIIMH dYepe3 (OpMUpPOBaHHME AKTUBHOHW TI'paykIaHCKON
TIO3UIIMY HACEJIEHHs], CO31aHHe HOBBIX PabOYMX MECT, YIy4IIeHHEe MECTHOM MHPPACTPYKTYpPHI U HOKCKA
JIOTIOTHUTENBHBIX WHBECTUIMI. [laHHOe WCCieloBaHWEe HANpaBiIeHO HAa W3YYeHHE CTPYKTYphl M
(daxTOpoB, BIHAIONINX Ha YyhpaBieHHe KoomepaTuBamMi B CyMCKOH o0macTdH. AHKETHPOBaHHE
MIPOBOJIIIOCH B 5 KoomeparuBax cpean 19 uneHoB. Beuto mpoBegeHO MHOTO(GAKTOPHBIN perpecCHOHHbIH
1 KOPPETALHOHHBIN aHanmnM3 MI8 BBIIBICHUS (DaKTOpOB, KOTOpBIE MOTYT BIMSATH Ha YIIPaBICHHE
KOOTIEpaTHBaMH, a TakKe JUI HM3YUCHHUs CTEHNEHH CBS3H MEXIy (EepMEpCKHIM MEHEIKMEHTOM U
COLMANTBEHO-9KOHOMHYECKUMH (hakTopaMu. UTOOB! OLIEHNTH Ba)KHOCTH KOOTIEPATUBOB ISl €r0 WICHOB U
MEHEJDKMEHTa, ObUT BBIOpaH Takoil pe3ynbTHpYOmMH (akTop, Kak «IOJydeHHe Jydlled LeHbI B
KauyecTBE WIEHa KOONepaTHBay. Pe3ynbTaThl IIOKa3bIBAalOT, 4YTO Hauboiee BECOMBIM (akTopoM,
o0ecneyrBaroNIMM OKUJIAHUST TOTO, YTO y4acTHEe B arpoKooNepaTuBe OOECHEeUHT JIydINylo LeHy 3a
MIPOIYKIMIO, OBLT BO3pacT pecroHeHTa. Bec storo dakropa cocrasmser okono 4,1 %. Takue dakTopsr,
Kak 1oJ, oOpazoBaHHe, pa3Mep (EepMEpCKHX XO3SHCTB M MyTH pEIIeHUs KOH(IMKTHBIX CHTyalHid B
arpoKOoOIepaTHBe, OKA3aJIHCh CTATHCTUYECKH HE3HAUYMMBIMHU. llelbio JAaHHOTO HCCIIE0OBATEIBECKOTO
MHHHU-IIOKJIaJIa SIBIISIETCSI U3YYEHHWE OTHENBHBIX ACIEKTOB KOOIEPAaTHBHOTO JBIDKCHHUS B YKpawHe U
Cymckoit obmacta. OOBEKTOM HCCIENOBAHHS SBISIETCS OMNpEEeNICHHE CTENeHH BIMSHHS Pa3JIMIHBIX
(aKkTOpOB Ha JEATENHHOCTh KOOMEPAaTHBOB. B TEOPETHKO-METONONIOTHYECKYI0 OCHOBY HCCIIEHOBAHMUS,
6MHM HOHOmeHpra6OTM OTC€YECTBEHHBIX YY€HBIX U MemﬂyHapOﬂHHﬁ OHbH‘HpO6HeM Koonepanuu, a
TAKOKe TEOPHsI M MPAKTHKM MapKETHHTa, M JIMYHbIC OLIEHKH aBTOpPOB. JIroau ¢ 0ojiee BBICOKMM YPOBHEM
00pa30BaHMs BBIIIC OICHWIN BAXKHOCTh KOOTIEPATHBOB T MECTHBIX 00mIHMH. OHAKO B I[EJIOM BHACHHE
KOOTIEPAaTHBHOTO JBIKEHHS SIBIISICTCS TO3UTHBHBIM, ¥ OONBIIMHCTBO PECHOHICHTOB XOTEIH OBl HMETh
OoJibIlle  KOOIIEPAaTHBOB B CBOMX cCeJaxX. DBBIIO yCTaHOBJICHO, YTO OTCYTCTBHE WH(OPMAIUH O
KOOTIEPAaTHBHOM JBI)KEHHUH MPUBETIO K HI3KOH 3aMHTEPECOBAaHHOCTU MECTHBIX KHUTeIeH K BCTYIIIICHHIO B
KOOTIEpaTHBEL. B cBeTe BBIIECKAa3aHHOTO, MOBBIIICHHE OCBEIOMICHHOCTH O KOONEPATHBHOM IBH)KEHUHI
B MECTHBIX 06LLLI/IHaX MOXKET CTaTh CHOCOGOM BOBJICYHCHHS MOJIOJACKU B KOONIEPATUBHOE IBUKCHUE.
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Po3BHTOK MiANPHEMHUIBKUX iHINIATUB, Y (hOpMaTi arpoKOOIepaTHBiB, MOXKE CTATH MEPCIIEKTUBHUM
LUIIXOM PO3BHTKY TIpoManu depe3 (OpMyBaHHS aKTHBHOI T'pDOMASIHCHKOI IO3HMIN{ HaceleHHs,
CTBOPEHHSI HOBHX pPOOOYMX MiCIh, MOKpAIICHHS MicleBOi iHPPACTPYKTYpH Ta MOIIYKY JOJATKOBHX
iHBecTHIiH. JlaHe JOCIIKEHHS CIIPSIMOBaHEe Ha BUBYCHHS CTPYKTYpH Ta (haKTOpiB, 1[0 MAIOTh BIUIMB Ha
ynpasiiHHs KoonepaTnBamMu y CyMcbKill o0nacTi. AHKETYBaHHS IPOBOAMIOCH Y S5 KOONEpaTHBaX cepen
19 uneniB. byno npoBeneno GararodakTopHuil perpeciiHuil Ta KOpeNsimidHMN aHami3 AJ BUSBICHHS
GbakTopiB, sKi MOXYTh BIUIMBATH Ha YNpPABIiHHS KOONEpPAaTHBAMH, a TAKOX [JIS BUBYCHHS CTYICHS
3B’SI3Ky MDK (epMEpPCHKHM MEHEIKMEHTOM Ta COI[iallbHO-eKOHOMIUYHNMHU (akrtopamu. 11106 omiHuTH
BAXJIMBICTh KOONEPATHBIB Ul HOrO WICHIB 1 MEHEIKMEHTY, OyB OOpaHHMil Takuil pe3yibTyIOUHid
(akTop, sIK «OTPUMaHHS Kpamoi I[iHM B SKOCTi WICHa KOOMEpaTUBy». Pe3yibTaTd MOKa3ylTb, LIO
HaOUThII BaroMuM (akTopoMm, mo 3abe3medyye OUiKyBaHHS TOTO, IO YYacTh B arpoKOOIEpaTHBi
3a0e3MevnTh Kpally iHy 3a MPOAYKIlito, OyB BiK pecroHIeHTa. Bara nporo (aktopa CTAaHOBHUTH OJIU3EKO
4,1%. Taki Qakropu, sK cTaTh, OCBiTa, PO3Mip (epMEPCHKUX TOCHOAAPCTB Ta LUIIXU BHPILICHHS
KOHQIIIKTHUX CHUTYyalliii B arpoOKOONEpaTHBi, BUSIBWINCH CTATUCTUYHO HE3HAYyIIMMH. MeToro aaHol
JIOCTITHUIIFKOT MIiHi-JIOTIOBI/Ii € BHBYCHHS OKPEMHX AaCIEKTiB KOOIEPAaTHBHOTO PyXy B YKpaiHi Ta
CyMmchekiit obmacti. O0’€KTOM IOCTIPKCHHS € BH3HAYEHHS CTYIEHS BIUIMBY pi3HHX (DakTopiB Ha
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HA YOPaBJIiHHA arPOKOONEPATHBAMH B MiclleBHX rpoMajax

IUSUTBHICTE  KOOTIEpaTHBIB. B TeopeTHko-MeTomONOTidHy OCHOBY MJOCII/DKEHHS, BHKIAJEHOTO B
JTOCTI THUILKOMY MiHi-TOKYMEHTi, OYJIH IMOKJIQJCHO TOJ0KEHHS BITYM3HSIHHUX BUYCHUX Ta MIKHAPOTHHUN
JocBin mpoOieM Kooleparlii, a TakoK Teopis Ta MPaKTUKH MAapKETHHTY Ta OCOOHMCTI OIIIHKH aBTOPIB.
OpHak B 1ioMy, 0aueHHs KOONEPAaTHBHOTO PyXy € MO3UTHUBHUM, 1 OLIBLIICTh PECIOHICHTIB XOTUIH O
MaTH OUTBIIE KOOMEpaTHBIB B CBOIX cellaX. bymo BCTaHOBJIEHO, MO BiJACYTHICTH iHQOpMAIi mpo
KOOTIepaTHBHUHI PYX IPHU3BEINIO IO HU3BKOI 3aIliKaBICHOCTI MICIIEBHX XHUTEJIB 0 BCTYITy B KOOIIEPATHBH.
VY CBITHI BHIECKA3aHOTO, MiABUINEHHA OO0I3HAHOCTI MPO KOOMEPATUBHHU PyX B MICIEBHX IpoMajax
MOJKE CTaTh cIIoco0OM 3aITydeHHS MOJIOJII 10 KOONIEPAaTUBHOTO PYXY.

Knrouosi cnosa: couiaabHO-eKOHOMIYHHH PO3BUTOK, MICIEBI TPOMAaIH, CLIBCHKOTOCIIONAPCHKI

KOOIIEpaTHBY, YIIPABIiHHSA, PETiOHAIEHINA PO3BUTOK.
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