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EXECUTIVE SUMMARY

USAID’s AgBiz program is interested in conducting an Assessment of the
Potential and Challenges for Developing Producer Organizations in
Macedonia and developing a set of recommendations support to be used in
falilitateing the developement of sustainable producer organisations in the
value chains the Program supports. This will allow USAID and other donor
projects to develop activities that will contribute towards the developement of
sustainable producer organisations, and therefore enhance the
competitiveness of the value chains we support. The assessment includes
stakeholders from all relevant segments which can contribute tovards the
developement of producer organisations in Macedonia, including established
cooperatives curently supported by SNV, already existing cooperatives,
regional associations of agricultural producers, informal groups of producers
aiming to register a cooprative, fresh fruit and vegetables traders on different
level of developement and processors. Joint regulation of the market with
agricultural products and foodstuffs and for that mater the formation of
producer organizations are results on which the European Union is proud of.
The Community provides financial incentives for the establishment of such
organizations. According to EU regulations, "producer organization" means a
legal person where the principles of free will and economic incentives are
associated individuals and entities for joint regulation of the market for
agricultural products. EU Member States have an obligation in their legal
systems regulations to regulate the forming and distribution of support to the
producer organizations. Producer organizations as key actors in agricultural
development are a major part of institutional reconstruction, one that uses
collective action to strengthen the position of smallholders in the markets for
farm inputs and outputs. By reducing transaction costs, strengthening
bargaining power and giving smallholders a voice in the policy process,
producer organizations are a fundamental building block for the development
of the agriculture. The producers' organizations are the only structures in the
fruit and vegetable sector, which may receive financial support from the EU.
The benefits from the operation of the producers' organizations can be divided
into three groups: (1) benefits for the members of the producer organizations;
(2) benefits to the fruit and vegetable market; (3) benefits for the consumers of
the products. In 2010 MAFWE decided to start promoting and supporting the
development of Producer Groups and Producer Organizations as prescribed
by the EU CAP. By adopting the new Law on Agriculture, MAFWE and the
GoM have committed to implement the requirements of the EU CAP on
forming and recognizing Producer Organizations and the support that will be
granted to the reckognised Producer Organizations, first from the national
Producer Organizations support measures and after joining EU from the EU
support funds. The proces and procedures for developement of the producer
organisations as defined in the Macedonian Law on agriculture and rural
developement are elaborated in the assesment. Producer organizations can
be established by producers of vegetables and fruits on its own initiative. The
principles of free will, economic motivation and readiness for consistent
implementation of commitments and pursue self-control are esential



elements. Producers' organizations can be created to produce one or several
products - fruits and/or vegetables. As one of the basic aims of the producers
organisations is to sucesfuly market their products, a special attention is
placed on the quality and quantity of contracting practices in Macedonia. To
be more competitive, to have an impact on the markets and to have access to
EU funds, small producers need to be members of producers' organizations.
This is especially true for vegetable growing in Macedonia, which in spite of
some positive developments remains, small and highly fragmented. Prevailing
is the proportion of the farms of natural persons (over 99%). In many cases,
farmers marketed their produce individually rather than collectively, thereby
limiting their ability to receive a higher return from the market. On basis of all
conclusions, comments and findings stated in the assessment, it is
recommended that support should be provided to MAFWE in overcoming
major dificulties that producer organisations are or will be facing. Support
should also focus on the producer organizations itself, such as building the
capacities and organizational strengthening. Financial and technical support
may be welcome, but it should not become so dominant that the producer
organizations becomes dependent on it for its very existence.
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1. ASSESMENT BACKGROUND

The USAID supports the economic growth in Macedonia through programs
that strengthen and improve competitiveness of Macedonian businesses,
improve the business environment, and encourage local economic
development. USAID/Macedonia has awarded ARD the Task Order for the
Macedonia Agribusiness Activity (AgBiz).

The goal of AgBiz is to increase economic growth in Macedonia through
expanded, environmentally sustainable production and sales of value-added
agricultural products by enabling producers and processors to compete
regionally and globally.

AgBiz has the following objectives:

= Better enable agribusinesses to understand, identify and enter new
export food markets;

= Increase producers' and processors' capacity to understand and meet
market demand for added food products;

= Enhance market linkages between producers, processors, and traders;

= Improve business management and operations throughout agribusiness
integrated supply chain and value chains; and

= Produce greater incomes for agricultural producers and processors,
and create new employment opportunities.

USAID’s AgBiz program is interested in conducting an Assessment of the
Potential and Challenges for Developing Producer Organizations in
Macedonia and developing a set of recommendations support to be used in
falilitateing the developement of sustainable producer organisations in the
value chains the Program supports. This will allow USAID and other donor
projects to develop activities that will contribute towards the developement of
sustainable producer organisations, and therefore enhance the
competitiveness of the value chains we support.

This assessment analyzes:

- Past and existing trends of agricultural producer groopings in the FF&V
value chain;

- ldentifyes the factors contributing to successful and unsuccessful
cases;

- develops a set conclusions; and

- makes recommendations for support to be used in falilitateing the
developement of sustainable producer organisations

The preparation of the assessment has been awarded to Idea OK evaluated
as the most adequate organization that participatted on the bidding process
for the developement of the assesment.



2. PRODUCERS ORGANISATIONS IN THE EU

The Common Agricultural Policy (CAP) for the European Union was
established in 1963 and has provided the basis for Europe’'s food and
agricultural programs. Following post-war shortages, Europe began to explore
ways to become self-sufficient in food and agricultural production at the
regional level. The Treaty of Rome set the stage for the CAP by establishing
guaranteed markets as well as a fair price for agricultural producers.

Common Market Organizations (CMOs) were also introduced in the original
CAP and still exist today. Within CMOs, each group of food and agricultural
products is organized by harmonized rules. The Common Market
Organizations govern production and trade of agricultural products from each
member states of the EU. They aim to reach the CAP objectives and notably
stabilize the market, increase agricultural productivity and guarantee a stable
income for farmers. The CMOs cover about 90 percent of the agricultural
production in Europe. For practical purposes, the CMOs set the price of
agricultural products for each European market. They allocate subsidies to
producers in the sector, establish the mechanisms that regulate the
production (quotas, set aside, national guaranteed quantity) and set the terms
for exports and imports with developing countries.

So that producers can make best use of the resources allocated to them and
achieve the objectives of the market organizations, on a voluntary basis they
may group themselves in producers' organizations.

The Common Agricultural Policy is governed by demand. This includes
important the policy of rural development, which supports many rural
initiatives and has helped farmers to diversify production, improve marketing
of agricultural products and restructuring of the agricultural business.

Joint regulation of the market with agricultural products and foodstuffs and for
that mater the formation of producer organizations are results on which the
European Union is proud of. The Community provides financial incentives for
the establishment of such organizations. In the process of evermore
competitive and market oriented agricultural economies, a support in a
specified period is available to small agricultural holdings according to EU
legislation.

The Common Market Organization for F&V differs from other CAP regulations
applied to other agricultural products. The basic regulations covering fresh
F&V, processed F&V were laid down in 1996. For fresh products, the system
is characterized by support to Producer Organizations (POs) under
Operational funds as well as and intervention measures through market
withdrawals compensated with Community funds. Processed products are
guided by a system based on direct aids to producers according to national
thresholds with penalties if processed volumes increase beyond fixed limits.



2.1 THE EU LEGISLATION IN CONNECTION WITH THE PRODUCERS
ORGANIZATIONS IN FRUIT AND VEGETABLE SECTOR

The legal regulation of this area in the EU includes the following regulations:
Council Regulation no. 1234/2007 of 22 October 2007establishing a common
organization of agricultural markets and specific provisions for certain
agricultural products.

Commission Regulation no. 1580/2007 to determine the rules for applying
Council Regulations no. 2200/96, 2201/96 and 1182/2007 in the fruit and
vegetable sector.

These regulations are the basis for regulating the market in fruit and
vegetables, as well as basic principles and rules for establishment and
operation of producer organizations.

Based on these provisions, each with their own regulations governing the
specific conditions for the formation of producer organizations and using the
authority given by these provisions in their laws may prescribe more stringent
conditions than those prescribed in the regulations.

2.2 What is a producer organization?

Producer organizations can take many forms, ranging from formal institutions,
such as cooperatives, to informal producer groups and village associations. A
number of typologies have been developed that distinguish producer
organizations on the basis of their legal status, function, geographical scope
and size. Mainly three categories of functions are distinguished: economic
services by commodity-specific organizations, broad interest representation
by advocacy groups, and diverse economic and social services by
multipurpose organizations.

Organizations that provide economic services include processing and/or
marketing the products of their members. Producer organizations can give
smallholders a political voice, enabling them to hold policy makers and
implementing agencies accountable by participating in agricultural policy
making, monitoring budgets and engaging in policy implementation. Such
advocacy organizations, may lobby local, regional or national policy makers
on behalf of their members. Multipurpose organizations, particularly those at
the community level, often combine economic, political and social functions.
They provide farm inputs and credit to their members, process and/or market
their products, offer community services and carry out advocacy activities. All
Producer organizations are characterized by two principles: utility and identity.
The utility principle ensures that Producer organizations are useful to
members and that members are actively committed to achieving jointly agreed
upon objectives. The identity principle refers to the fact that members usually
share a history and a geographical space, that they have agreed upon a set of
rules that govern internal relations among members, and external relations
with the outside world, and that they have a common vision of the future, both
for themselves and for the group.

Probably the best-known formal Producer organizations are the cooperative.
According to the International Cooperative Alliance (ICA), a cooperative is an



‘autonomous association of persons united voluntarily to meet their common
economic, social and cultural needs and aspirations through a jointly owned
and democratically-controlled enterprise’. This definition emphasizes that a
cooperative is both an association of members and a jointly owned
commercial enterprise. The latter engages in commercial activities such as
the processing and marketing of farm products or the purchasing of farm
inputs.

In many countries in cooperatives have a negative connotation because in the
past they were initiated and managed by the state. Producers were forced to
become members and were obliged to sell their products through the
cooperative marketing organization. The distribution of farm inputs was also
carried out by state-run organizations called cooperatives. The state
domination, low efficiency and even fraud that accompanied many of these
organizations have led to a deep distrust among producers of any collective
organization. To reduce some of this distrust, the word ‘cooperative’ is no
longer used in former socialist countries, even as collective organizations are
now reappearing.

According to EU regulations, "producer organization" means a legal person
where the principles of free will and economic incentives are associated
individuals and entities for joint regulation of the market for agricultural
products, and after fulfilling the prescribed conditions is recognized by the
responsible national authority for Agriculture.

Organizations of producers of agricultural products can be recognized: for one
product, group of product or several groups of products under conditions and
procedures prescribed by EU regulations.

2.3 Obligations of the States for regulating this area

EU Member States have an obligation in their legal systems regulations to
regulate the forming and distribution of support to the producer organizations.
According to EU regulation, states when making the regulations on the
conditions and procedure for recognition of producer organizations, must
provide basic, minimum requirements specified by regulation, the states can
provide even stricter criteria regarding the minimal number of members, the
size of the common turnover and so on.

Basically, producer organizations are organized on principles that apply for
agricultural cooperatives, except that the producer organizations of despite
the status as legal entities must be recognized by the Minister responsible for
agriculture.

Therefore, special procedures and conditions are set of, which are important
for getting financial support, which is assigned to this form of association for
achieving their stated objectives for regulating the market.

States have an obligation in their legal systems regulations to regulate these
particular issues:

- Prescribe conditions and procedure for recognition of producer groups
and their preliminary recognition, especially in cases of use of financial
support, the need for more precise definition of responsibilities for
preparing operational plans, financial programs, reporting obligations



and more.

- Adoption of legislation that will provide the conditions, necessary
documents, processes and procedures for acquiring the status of
recognized producer organizations if it meets the prescribed conditions;

- Develop obligations of the competent national authority in respect of
request for recognition as producer organizations, the time for decision
making, prescribing type and content of documents and register;

- Enable a recognition process only for organizations that has clearly
defined their objectives and developed statute and rules with precisely
defined rights and obligations of members, and procedures for
sanctioning violation of the statute.

2.4 Producer organizations in Macedonia

In 2010 MAFWE decided to start promoting and supporting the
development of Producer Groups and Producer Organizations under the
CMOs support as prescribed by the EU CAP. By adopting the new Law on
Agriculture, MAFWE and the GoM have committed to implement the
requirements of the EU CAP as regulated by EC 1580 and 1182, which
contain specific rules regarding the fruit and vegetable (F&V) sector, including
product standards for fruit and vegetable products. Beside the provisions on
forming and recognizing Producer Organizations the new law on agriculture
also defines the support that will be granted to the reckognised Producer
Organizations, first from the national Producer Organizations support
measures and after joining EU from the EU support funds. This support is set
as a yearly payment to the Producer Organizations an amount equaling 3,7%
of the annual turnover of the respective producer organization. This is an
adequate motivation that will most likely initiate accelerated forming of
functional producer organizations in Macedonia.

3. APPROACH AND METHODOLOGY

The assessment includes stakeholders from all relevant segments which can
contribute tovards the developement of producer organisations in Macedonia,
including established cooperatives curently supported by SNV, already
existing cooperatives, regional associations of agricultural producers, informal
groups of producers aiming to register a cooprative, fresh fruit and vegetables
traders on different level of developement and processors.

As the assessment focuses on several aspects of organising agricultural
producers, including:

- awarenes assesment of the existing organisations and possible
founders of new organisations regarding the possibility for support
grom the national and EU funds,



- the readines to move in direction of upgrating or creating a compleatly
new organisationsl| sturucture in order to use this suport,

- the assumptions of the interviwed stakeholders regarding their
potentials to develop the needed structure,

- the possible role of the major stakeholders (GoM, donors, private
sector) in the process of developement,

- readines of the producers to join in to organisations,

- assesment of local capasities for developing and maintaining producer
organisations, readines to build up trust between producers and other
possible partners in the developement process.

Special attention was devoted to the selection of entities to be interviewed as
it is vital to differentiate role-players with positive and supportive attitude
towards developement of producer organisations and role-players which
undermined such efforts in the past. Furthermore, the objective was to identify
the attitudes of the Macedonian agricultural producers and traders towards
association and collective activity. Since most entities in the agricultural sector
are involved in the production and trade of more than one crop, the
assessment was carried out on an adequate sample. The selected entities are
active both horizontally and vertically across the value chains. Some of them
work exclusively in one value chain including the value added products.

The assessment was carried out through semi structured interviews and
discussions, held with selected entities. To implement the interviews, a
guestionnaire was developed and approved by AgBiz, in which the closed
guestions prevailed, and thus the aim was the differences in the assessments
of the respondents to be revealed.

Using this approach, information from 17 entities was collected. The
interviews were conducted in February 2011. The study is also based on a
number of normative documents, official reports and statistics.

This selected approach allowed collection and analysis of adequate quality
and quantity of information on different models and different entities. The
obtained data was introduced in to an electronic matrix which allowed further
extrapolation of results and conclusions.

In defining producers' organizations, during the assessment the focus was on
three determining characteristics in relation to their purpose, structure and
main activities. A Producers' organization is a rural business; it is an
organization owned by producers, controlled by themselves, dealing with
collective commercial activities. To survive in the long term, it must provide
real benefits to its members and cover their costs from their business income.
A Producers' organization is a business that aims at delivering business-
oriented services to its members.



4. Assesment Findings

4.1 GENERAL INFORMATIONS ON THE AGRICULTURAL SECTOR

The agricultural sector in Macedonia is very diverse, with products and
entities involved in number of activities which are sometimes difficult to
differentiate. Being a small country with limited market and relatively small
production, agricultural producers in Macedonia tend to diversify their
production and capitalize on emerging opportunities. More or less the same
diversification in activities is present in the companies working in the
agricultural sector. The primarily development is usually along the horizontal
axis of their businesses activities, however consequently they make vertical
progress along the value chain. In this regards most of the companies are
included in more than one commercial activity. Some traders and processors
are involved in production, while some companies are both producers and
processors. Producers in turn, try to engage in trade bypassing the traders
and venture into semi processing and sales of prod

For reasons of better understanding the roles of the stakeholders in the
agricultural sector all stakeholders are analised. This will provide sufficient
informations on the complexity of the sector and the crosscutting interests of
different stakeholders.

Producers

The Macedonian producers divided on basis of the arable land include largely
individual, small-scale, subsistence farmers (80%) and legal entities (20%)
spawning mostly from the former agricultural combinats and cooperatives.

Individual producers

There are 192,378 individual farming households in the country, with a total of
476,613 residents involved full or part time in agricultural production.

As expected not all Macedonian farmers are alike, however some 75% share
specifics of a uniform socio-economic group. The remaining 25% show
different operational patterns usually associated with small and medium
companies.

The typical Macedonian farmer is on the verge of poverty, producing labor
intensive crops on small parcels and has little chances of developing and
growing through agriculture. Out of the eight crops he produces in average
two are cash crops and the rest are subsistence crops. Farmers in general
have reduced living expenses; however they still depend on funds from the
cash crops and coming in time, for covering their basic needs. The average
farmer is generally idle for at least four months in the year, due to the
seasonal cropping calendar. Reinvestments are minimal in modernization or
enlargement of the agricultural production and investment in the next
season’s production is often credited. Lack of knowledge and experience on
entrepreneurship, is a heritage from a centralized socialist system and lack of
skills for management of finances additionally aggravate the problem.

Legal entities



Legal entities working in agricultural production are largely privatized former
Agro Combinats. In most cases they are operating as concessioners of State
owned land, as this is the only consolidated arable. There are some 300 legal
entities in the country, with contribution of some 20% to the overall agricultural
production. Largest representatives are involved in grape and fodder/cereal
production and very few (apart from greenhouses) are involved in vegetable
production. These entities range from small with few hectares, up to large
holdings of few thousand hectares. Some are involved in very sophisticated
production and heavy investments, taking agriculture on a new level. Others
are still lingering on the verge of success with outdated mechanization,
production practices and habits. For the purposes of this study, the
established companies by individual farmers (in accordance to the legal
provisions for registering farmers) are considered as alteration of the
individual farmers concept, rather than as legal entities.

Producer organizations

Till recently the producer organizations were defined as Association’s of
Citizens (Farmers) or Cooperatives, as only these two models for joining
agricultural producers were recognized in terms of legal framework. The
Associations as a model of operation were strongly promoted by agricultural
projects from the donor community present in Macedonia over the last 15
years. Due to number of constraints e.g. the proposed structure, absence of
real commitment, instability after the donors terminated the support and the
associations were never recognized as a partner to the Government. Being
nonprofit oriented entities, for commercial activates they had to register a
standard LTD company’s. To date very few associations managed to do
develop some level of sustainable activities for the members and to deliver
any impact, in terms of improved production or commercial activities. The
management of the Associations created by individual producers was usually
a one or few man show, rather then a real management structure that was
working in the interest of the members. The motivation for this self initiated
associations that mushroomed in the transition period was to get their hands
on the available donor support, which was largely distributed without real
concept and on a extremely short base. The other most common initiation of
associations and cooperatives was done by the support projects/donors.
Disregarding the timeframe in which an association normally needs to evolve
in to a sustainable organization the projects constantly provided support for
registering new associations, which were serving mostly to justify their
activities and indicators related to them. As for the first group of association
the management was generally unpaid, and the members that would actually
be real agricultural producers did not understand their role or did not have
time to contribute in the activities of the associations. The second groups of
associations usually were paying somebody to be an executive person in to
the association and provide guidance and management, or were paying
wages to the members in the management board. As a result the members in
the associations were more involved in internal struggles to obtain a position
that they will receive a salary rather then really developing the association.
Once the support available from projects was diminishing the associations



would stop all activities and often some of the management board members
would form or move in to a new association.

The Farmer Cooperatives as a model are a remnant from Socialism intended
for grouping of people and production means. Trough Cooperatives the
farmers are formalized into a legal entity, which exists solely for accumulation
of joint and individual profit. The operational model of cooperatives resembles
to those of the shareholder companies. The efforts to reintroduce the
Cooperatives as an appropriate model, was also largely promoted by projects.
However, to date no significant success has been noted by newly established
cooperatives. The Cooperative model was actually the nearest form in which
agricultural producers were able to join and really have benefit from joined
acquisition, production and sales activities. However the producers did not
take the legal framework for the cooperatives seriously. The main reason
would was the significantly higher costs for establishing and maintaining the
cooperative as well as the higher and levels of responsibility of the individuals
and the assets they needed to invest in the cooperatives. Finally the
producers did not understand the benefits they would gain from the
cooperatives, as they were not clearly communicated to them, and they did
not believe sufficiently in the management of the cooperatives (which was
mostly designated by the donors) in order to risk their own recourses by
putting them under the control of the cooperative management. Additional
flaws in the cooperative legislation connected to tax issues and requirements
for costly financial revisions of the annual work of the cooperative contributed
towards focusing on development of associations rather then cooperatives,
both by producers and by donors.

The new Law on Agriculture and rural development for the first time is
promoting the model of producer groups, in accordance to the European
Legislations. This model is diverged from the previously described farmer
organizations, as it is dedicated to joining of farmers for marketing of
products.

Buyers

From a different perspective the market possibilities for the products were
eaqualy confusing to the producers. Different stakeholders participated in the
market for the agricultural products. The lack of regulation in this ascpect
contributed to developing different models and players in the marketing of
agricultural products which in a large portion contributed towards creating
unstability on the production side.

The players which were activly involved in the marketing of agricultural
products can be devided in to:

Buyout consolidators

They are largely independent and work for the few traders or processors at
the same time. Some consolidators on the other hand, act even as an
extension of a single processor or trader. Larger traders and processors, work
with up to 20 such consolidators in few regions. Consolidators are located in
almost every village, or at least one per few villages, mainly determined by the
quantity of products available. Consolidators tend to work with few
predominant crops, although they are dealing with any the crop that is sold in



this manner. Their main function is to organize and perform buyout of
products, on behalf of other buyers. All do officially not existing the quality
criteria for the different crops were always provided by the end buyer.
Consolidators have quite limited capital available (max. 100 000 Euro),
usually used for stating of the season and largely depend on funds and
packing provided by the end buyer. As these are usually residents of the
same Vvillage, farmers have more confidence for delivering their produce,
compared to spot traders and processors. The logic is that at least during the
transitions the farmers will have at least somebody to turn to, when payments
are late.

Buyout traders

Buyout traders are by definition small legal entities. Most of them spawned
from the uncertainties of the transition and supplied the lacking services for
marketing of agricultural crops. Buyout traders have relatively sustainable
links with foreign buyers such as wholesalers, processing companies and
large retailers. Buyout traders are permanently located in the most productive
villages and have significantly invested in storing facilities, weighing and
packing equipment. They largely work on basis of confidence and trust, both
with their suppliers and clients.

Buyout traders are currently an important building block of the current setup in
the country, especially as the organizations of farmers generally failed to take
over their responsibilities. Many of the buyout traders also take on the role of
consolidators, developing cooperation with mostly more professional
producers especially in the region in which they are positioned.

Spot Traders

There are very few real spot traders in Macedonia and most of them visit the
country during the harvest season. Spot traders usually do not have own
buyout facilities and depend on Buyout traders and Consolidators for this
service. Spot traders are rarely involved in regular agricultural trade. Usually
they are connected to large retail and processing outlets abroad and buy just
what they need in the moment. The interventions of the spot traders usually
impact the buyout prices of the targeted crop. However once they are
momentum passes the price usually plummets. In cases when the local
stocks are depleted, the price remains high until next production. Spot trading
IS a negative occurrence in the agricultural sector, although it contributes to
the sustainability of the producers. The farmers are adjusting their production
to spot trading on small plots, by producing few crops on that are usually
targeted for exports. This provides for farmers to have likely at least one crop
sold at high prices. However it means that they will not be able to consolidate
their production and establish appropriate marketing links. Overall the
sustainability for possibilities for a planned agricultural sector, are diminished
and an unpredictable regional markets dictate the production. Products
successfully sold through spot trading, are consequently overproduced the
following year and under produced the third year. This is a vicious circle that
generates anxiety of the producers that finally aimed towards the
Government.

Processing industry



The processing companies range from large facilities inherited from the
previous system, to brand new facilities and refurbished factories, animal
farms and houses. The former networks for supply of raw materials crumbled
and the processing industry remained without an appropriate supplier
network. As result of the lack of funds and demand for raw material, the trader
community (usually dealing with fresh produce), came to the rescue, by
providing crediting the industry.

4.2 The developement of producers organisations

The following section explains the proces and procedures for developement of
the producer organisations as defined in the Macedonian Law on agriculture
and rural developement. Producer organizations can be established by
producers of vegetables and fruits on its own initiative. The principles of free
will, economic motivation and readiness for consistent implementation of
commitments and pursue self-control are esential elements.

Strategy

MAFWE needs to prepare and adopt a National Strategy for sustainability of
operational programs. The complete structure and content of the Strategy
should be in accordance with the guidelines set forth in Annex VII of
Commission Regulation No. 1580/2007.

The national strategy should include all adopted decisions and regulations in
applying the provisions of operational funds and operational programs and
provisions for expanding the rules for producers.

MAFWE should also provide monitoring and evaluation of national strategy
and its implementation with the operational programs.

Operating funds

Producer organizations can form operational funds. The funds are financed by
the financial contributions of the members and the national financial
assistance that is awarded to the organization of producers. The financial
income in the operating fund is determined by the producer’s organization.
Operating funds are used to fund only operating programs, approved by the
competent authorities. All members are eligible to receive funds from the
operating fund and all members have the opportunity to participate
democratically in making decisions related to the utilization of funds and
financial contributions to operating funds.

Operational programs

The operational programs are submitted by the producer’s organization for
approval to MAFWE. The producer organizations inform MAFWE about the
estimated amount of operating funds each year, supported by arguments that
the prognosis is based on, the operating program expenditures in the current
year and, if possible, expenditures for previous years and, if necessary and
the expected yield for next year.

The operational programs and their proposed financing should be with a
minimum of three years and maximum duration of five years.



Content of the operating program

Operational Program for the organization of producers should include as
minimum:

Description of the initial condition during the formation of the producer’s
organization, based on basic indicators given in article 130 of the law;
Objectives of the program that should have in mind prospects for production
and market, and explanation of what is the contribution of the program and
how it interacts with national strategy;

Detailed description of the measures including measures to be taken for
prevention and crisis management as means to achieve the goals in each
year of program implementation. The description should indicate the duration
of the program and financial aspects, in particular: the method of calculation
and level of financial contributions, the procedure for financing of operational
funds, information necessary to support the various levels of contributions and
budget and timetable for taking action for each year of implementation.

Objectives of the operational programs
The operating programs of the organizations of producers and raise two or
more of the following purposes:

e Planning of production;

e Improving the quality of products;

¢ Increasing the commercial value of products;

e Promotion of products, whether fresh or processed form;

e Measures for environmental protection and production methods that
preserve the environment, including organic agricultural production;

e Prevention and crisis management. Prevention and crisis management
is associated with avoiding and dealing with crises in the markets in
fruit and vegetables.

The operating programs of the organizations of producers also must fulfill the
following conditions:

e operational programs include two or more activities for environmental
protection;

e at least 10% of operating costs per program covering activities for
environmental protection.

Objectives of the producer organsations

Producer organizations are established in order to accomplish the following
objectives:

- to ensure the planning of production and its harmonization with market
needs, especially in terms of demand and quality;

- to improve the concentration of supply and total sales of products from
members of the organization;

- optimizing production costs and stabilizing production prices;



- improvement in the production operations, and use of modern techniques
and technology, nature and water protection, and maintaining biological
diversity;

- facilitate and simplify the processes for approach to financial means;

- provide self-control and management in the organization and production of
specific types of production procedures and agrotehnical practices prescribed
by special regulations (eg.: integrated production, organic production).

Conditions for recognising the producers organisations

To be officially registered as a cooperative and to be established for a
particular product or group of products of fruits or vegetables.

Organization of producers should have adequate staff, infrastructure and
equipment for a reaching its objectives and in particular:

- Information about its member’s production;

- Conditions for sorting, storing and packaging of products of its members;

- commercial and budgetary management and

- centralized accounting and invoicing system.

To own a operating fund and has developed and approved or submitted for
approval a five-year recognition plan.

Content of plans for recognition should include at least: Description of the
original, initial condition, especially regarding the number of members of
producers with information on members, production including data on market
value, marketing and infrastructure, including infrastructure which is owned by
individual members in the producer group (if used by the group of producers),
proposed date for commencement of implementation of the plan and length of
the period of implementation of the plan, which should not be longer than five
years and activities to be undertaken.

Membership

Organization of producers of vegetables and fruits should be with a minimum
of five members. The minimum period of duration of membership in the
organization of production of producers should not be less than one year.

The minimum value of the anual production to be 6 milion denars.

The calculation of the value of market production is based on value of
production sold by the organization, including the value of production of
members leaving or joining the organization of producers, the value of
products withdrawn from the market in certain conditions, calculated
according to the average price of those products sold by the organization of
producers last year and the value of secondary products.

To prove the number of members of the organization of producers and
volume or value of market production, must be keep records.



The process of recognition

After performing the checks, MAFWE, if handled properly, accepts the plan
and granted preliminary recognition, requires changes in the plan or reject the
plan.

MAFWE as prescribed in the national legislation MAFWE will recognize as
producers organizations in the sector of fruit and vegetables legal entities if
the following conditions are met:

The activities are aimed at using environmental friendly practices of cultivation
and production, waste management, protection of water quality, soil and
environment preservation and promotion of biodiversity. The producer
organization must have a minimum number of members five and cover
minimum volume from market value of production that is determined at six
million denars. In addition the producer organization needs to provide
appropriate evidence that they have the capacity to conduct proper activities,
both in terms of time and in relation to effectiveness and concentration of
supply. The producer organization must demonstrate a capacity to effectively
allow its members to acquire technical assistance, to effectively provide its
members with technical means for collecting, storing, packaging and
marketing of their products and to ensure proper accounting and commercial
management of the overall functioning of the origination.

Producer organizations may require changes to the operating programs.
When from legally justified reasons the producer organization submits a
request for changes, MAFWE may issue a decision on changes to the
operating programs.

Financial support for the producer’s organizations

The producer organizations are eligible for financial support for development
and implementation of recognition plans including the investment necessary
to obtain recognition.

The available financial assistance equals the amount of financial contributions
by the members in the operational fund or contributions by the producer’'s
organization and is limited to 50% actual costs. The financial support is limited
to 4.1% of the value of market production.

5 Conclusions

This assessment aims to provide information on potentials for development of
producer organizations in Macedonia having in mind the conditions and
procedures for formation and registration of producer organizations as newer
forms of association of agricultural producers, who have particular importance
for regulation of agricultural market products. Based on the gathered
informations the fallowing conclusions are made as a base for developing the
recomendations for support in developing producer organisations in
Maceonia.

5.1 Summary of the producer organisations
According to the data in the European Union, nearly 34% of the total yield of



fruits and vegetables in the sector are produced by producers' organizations,
with rates varying considerably in different countries. In Poland for example,
this segment is about 10%, and in Ireland and the Netherlands - more than
80%. More than 70% of these organizations have operational programs,
which are funded in relation 50/50 from the budget of the European Union and
the budget of the organizations themselves.

Producers' organizations can be created to produce one or several products -
fruits and/or vegetables. This means that the producers of fruit and vegetables
can now unite and seek recognition, even for one type of fruit or vegetables.
The producers who are members of a recognized organization may offer a
part of their production independently on the market. They can sell on their
own not more than a certain percentage of their production and / or products
directly on their farms and / or outside them to consumers for their needs,
such rates being determined to not less than 10% and not more than 50%.

An organization to be recognized as an organization of producers of fruit and
vegetables must have a number of members not less than 5, with the period
of membership being at least 1 year. The annual production has to have a
volume of not less than 6.000.000 MKD; the statutes and rules for its work
must ensure the possibility that the members of producers' organizations
exercise democratic control over its activities, and provide financial
contributions of the members in the operational fund. The Minister of
Agriculture performs the recognition of organizations of fruit and vegetable
producers.

The activities of the organizations of fruit and vegetable producers should be
aimed at first place at collecting the products produced by the members and
placing these products on the market, at developing of rules for production
and improving the production process, at providing technical support for its
members in sorting, packing and storage of their products.

The Producers' organizations must be cooperatives under the Cooperative
law. The Producers' organizations are responsible for implementation of an
operational program and fund that are common for all. The Organizations of
fruit and vegetable producers are subject to verification before and after their
recognition regarding the criteria for recognition by the Ministry of Agriculture.
Once a year, data are collected regarding the information on the recognized
organizations of fruit and vegetable producers, on their turnover, number of
members, production, inspections performed, and inspection results, etc.
Producers' organizations that do not meet the criteria for recognition may
request a temporary recognition as ,producers' groups”. To be recognized as
a producer group, the organization must offer on the market fruit and/or
vegetables amounting to not less than 3.500.000 denars and have at least 5
members.

The use of funds from the EU is carried out on the basis of an operational
program developed by the organization, the activities under which can be
aiming at improving product quality for the purpose of increasing their
commercial value, or at building production lines for organic products, or at
crisis management (reducing the quantity of production and withdrawal, etc.),
at developing environmentally friendly agricultural technologies, at presenting
the products to the consumers and increasing the sales. The operational
programs are investment programs that organizations develop and submit for
approval to the Payment Agency, which makes the payments.



5.2 BENEFITS OF ASSOCIATION IN PRODUCERS ORGANISATIONS

Producer organizations as key actors in agricultural development are a major
part of institutional reconstruction, one that uses collective action to
strengthen the position of smallholders in the markets for farm inputs and
outputs. By reducing transaction costs, strengthening bargaining power and
giving smallholders a voice in the policy process, producer organizations are a
fundamental building block for the development of the agriculture.

The producers' organizations are the only structures in the fruit and vegetable
sector, which may receive financial support from the EU. The benefits from
the operation of the producers' organizations can be divided into three groups:
(1) benefits for the members of the producer organizations; (2) benefits to the
fruit and vegetable market; (3) benefits for the consumers of the products. The
first group concerns: the opportunity for the members of the producer
organizations to produce and offer sufficient quantities of products, thus
achieving a better market price, reducing production costs, improving the
technical and technological equipment of production by the means of the
special financial stimuli that the EU grants for the free associations of the
producers; improving the quality and the competitiveness of the production of
the producers; the members' opportunity to plan their production due to the
secured market, creating conditions for implementation of environmentally
friendly production methods. Accordingly, the benefits for the fruit and
vegetable market are: concentration of fruit and vegetable supply;
permanence of supply, quality control of the products offered. The benefits for
the consumers of fruits and vegetables are the following: lower prices
because the intermediaries are avoided, better product quality, supply of
ecologically clean production due to the conditions which producer
organizations create.

However, one has to take into mind that cooperatives and other producer-
owned organizations have additional non-economic advantages as well, for
example they can contribute to rural development and secure jobs (by
multifunctional agriculture, rural tourism, employment by the co-operative etc.)
which are very important tasks especially in less favored areas. They help to
save the environment also with offering traceability partly due to the long and
close social relationship. They contribute to social benefit (ethics, values etc.)
as well as they are socially responsible by nature.

5.3 Challenges

Producer organizations are member-based organizations, i.e. they are owned
and controlled by their members. Ideally, member ownership is defined both
in economic terms (members are shareholders) and in psychological terms
(members feel ownership of the organization). Members holding the decision
rights on both the activities and investments of the producer organizations



define member control. Both ownership and control are collective in nature.
Being a member-based organization also presents a number of challenges.
For a producer organizations that wants to strengthen its coordination role in
the value chain, for example, it has to solve problems related to the
heterogeneous membership, the trade-off between equity and efficiency, the
need to improve managerial capacity and the balance between obtaining
outside support and maintaining member control.

Modern producer organizations are voluntary organizations. A producer may
decide to become a member on the basis of a common interest with other
producers. This common interest leads to a homogeneous membership,
which can facilitate joint decision-making. However, when the functions of the
producer organizations become more specialized on strengthening market
access and coordination with processors and retailers, the interests of
members in these new activities may diverge.

New market opportunities may strain the relationship between large and small
(or traditional and modern) members. Large farmers often are indispensable
because they are the primary users of the producer organizations and thus
create the volume in services that allows the organization to be economically
viable. In addition, large farmers have the capacity and capability to play
leadership roles within the organization. When the interests of small and large
farmers start to diverge, perhaps because large farmers see business
opportunities that are not available to the smaller members, this heterogeneity
can lead to cumbersome and inefficient decision-making processes. For the
leadership, the challenge is to find and defend common compliance with
agreements and obligations. Producer organizations entering into agreements
with foreign customers have contractual and moral obligations to deliver the
agreed quality and quantity. If members fail to comply with these obligations,
the reputation of the organization is at stake. Thus, more emphasis of the
producer organizations on its role in the value chain will most likely result in
the relationship between members and the producer organizations becoming
more contractual, with stricter rules regarding performance, the allocation of
costs and benefits and enforcement of agreements.

5.4 Legislation and legal grounds

Republic of Macedonia as a country with mostly small agricultural holdings
and underdeveloped association with the commitment for full EU membership,
has the obligation and a special needs and interests to follow and implement
the Common Agricultural Policy. As to the fragmented and small agricultural
holdings possession and the low competitiveness of agricultural producers,
Macedonia is facing a serious challenge and an urgent need to support the
development of organizations of agricultural producers, if it is to avoid or
mitigate effects of the stronger competition from the large agricultural holdings
in the EU.

The Law on cooperatives, Official Gazette no. 54 July 15 2002 provided the
conditions, manner and procedure for incorporation, registration, operation,
supervision over the work and termination of operations of cooperatives.



While it is a general law on cooperatives, it provides an opportunity for the
formation and work of agricultural cooperatives.

Law on Agriculture and Rural Development, though it regulates planning the
development of agriculture and rural development provides the base of
developement of producer organisations.

With this the legal grounds for developement of producer organisations are
established in Macedonia. Yet the legislation is not complete as several
bylaws are missing. The mising bylawa are a minor part of the legislation but
untill adopted they present a obsticle for comencing the procedures for
developement of producer organisations, With the adoption of bylaws under
this law will finalise the legal framework for regulating the market of certain
products or groups of products, the conditions and procedure for the formation
and registration - the recognition of producer organizations and the types of
financial aid organizations producers can obtain.

Once the legislation is adopted, the financial support should be preferably
channeled through applicants who are organized as producer organizations
/groups that contribute to the market chain.

The data presented in the Macedonian legislation and strategy, show that
there are clear provisions for the establishment and financial support
initiatives for the formation and registration of producer organizations.

By informing the interviewed group of stakeholders about the possibilities of
development of producer groups the assessment was an occasion to open
debate about possible directions in the development of agricultural producers
association and the measures that can encourage the development. It also
includes the need for intensifying the activities for adopting the complete legal
framework on producer organizations as a necessary condition for the
promotion and implementation of intensive processes for development of
association of agricultural producers.

5.5 ROLE OF THE AUTHORITIES

The role of government is to put in place consistent agricultural policies that
encourage increased production, as well as legal institutions that ensure
equity and transparency in providing land titles and access to water for
farmers.

All respondents support the taking of active role by the Ministry of Agriculture
in regards to developement of produer organisations and contract farming.
Producers especially look more positively to this development, as they usually
feel abandoned and unable to find their way through the judicial system.

The average agricultural producer in Macedonia lacks the capacities
and recourses, in a near future to understand the provisions and the
opportunities arousing from the new law and the forming of the Producer
Organizations. As to this MAFWE is in front of a significant challenge to
disseminate the information’s and channelize the efforts in forming the
Producer Organizations. The process of developing a functional Producer



Organizations is not an easy task for the average agricultural producers. The
producers first need to form cooperatives, which will need to fulfill criteria
described in the law on agriculture in order to be eligible to apply for a
producer organizations status. After fulfilling the criteria connected to
membership, organization and annual turnover the cooperative applying for
Producer Organizations status needs to develop a recognition plan and
submit it to MAFWE. The recognition plan prescribes among other, how the
received support will be used. As there are strict rules on items that the
received support can be spent on (mostly connected to marketing the
products via improving and promoting the quality and safety of the products)
the creation of a sound recognition plan will be a significant challenge for the
cooperatives.

In areas with limited market infrastructure, the argument for lack of economic
transformation of agriculture towards more commercialized production is
strongly embedded in the lack of incentives for private sector investment and
the need for proper institutions to fill the vacuum left by the withdrawal of the
state. Nonetheless, liberalization has opened a window of opportunity for
smallholder producers hitherto growing diverse products and supplying small
surpluses to markets. The removal of trade barriers and increased
competition has opened some flexibility for farmers to choose buyers for their
products and suppliers of key inputs. But high transaction costs and problems
of asymmetric information continue to bedevil smallholder farmers, especially
those with poor access to markets for products, inputs and services. To avoid
all the above problems, and in order the smallholder farmers to succeed, they
have to join in Producers' organizations.

5.6 Contract production

As one of the basic aims of the producers organisations is to sucesfuly
market their products, a special attention will be placed on the quality and
quantity of contracting practices in Macedonia. As an important step in the
functionality of the producers organisations the situation with the contracting
of the agricultural production provides a general base for understanding the
recomendations from this assesment.

Contract farming in Macedonia is usually a system where a private sector firm
provides farmers with inputs — such as credit, fertilizer and seed - in
exchange for exclusive purchasing rights for the resulting crop. Contract
farming enables smallholder farmers to participate in new high-value product
markets and improves quality standards, thus increasing and stabilizing
farmers’ incomes. Because most farms in Macedonia are smaller than two
hectares, integrating smallholder farmers into global value chains is an
important step towards reducing poverty. But, there are also risks associated
with contract farming, which can be reduced if a greater focus is put on
strengthening market-oriented producer organizations and creating
mechanisms for resolving disputes between farmers and firms.

There are good reasons for expanding contract farming. Following the
collapse of international commodity agreements and the liberalization of



national markets, agricultural value chains have become increasingly buyer-
driven and vertically integrated. In such an environment, contract farming
offers the best of both small- and large-farm production systems. Smallholder
farmers are often the most efficient producers and they have advantages over
large farms in terms of reduced labor-related costs. However, smallholders
often suffer from capital constraints, and they lack capacity to adopt
technological innovations. Contract farming can overcome these difficulties,
and can deliver benefits typically associated with large-farm production
systems, including increased output with reduced input costs. Moreover, firms
have a comparative advantage in market and technical knowledge, as well as
in product traceability and quality.

From a poverty-reduction perspective, small farms are generally owned and
operated by the poor, often use locally hired labor and usually spend their
incomes on local products and services. And contract farming offers clear
opportunities for smallholders. It gives them access to a reliable market, it
provides guaranteed and fixed pricing structures, and most important, it
provides access to credit, inputs and production services. In broader terms, it
can stimulate the transfer of technology and skills, and can help farmers
comply with vital sanitary and phyto-sanitary standards.

There are also clear benefits for firms. Contract farming helps improve supply
guantity and quality, and transfers any production risks onto farmers. In this
respect, contract farming can increase profits from, and improve governance
of, the value chain.

Contract farming in Macedonia

Contract farming is at a low level of developement in Maedonia. The regular
contracting practices with precise contracts defining prices, quantities, quality,
delivery terms which are signed by bouth parties are generaly missing. The
verbal contracts account for 68% of all purchases and prevail in the
production and trade between legal entities and physical persons. As verbal
contracts are in most occasions expressions of little more than a will for
cooperation, farmers are well know to engage in such arrangements with
more than one buyer. Preference is usually given on basis of prices and
logistic issues. Both parties understand the rules of the contract, the classes
of products, the model for determination of prices and the delivery schedule.
The verbal contracts are mostly relying on daily demand and prices.

Usualy verbal contracts are considered as a loose contractual obligation,
especially when there are more variables that affect the contract. In these
instances, due to variability of prices and terms of the trade, the buyers are
reluctant to commit to anything more than a verbal concurrence.
Approximately 60% of the verbal contracts include indications of quantities
and 15% include indication of prices. In general producers know the capacity
of the buyers, their history of performance and are able to assess the risks
when engaging in such contractual arrangements.

The complete lack of contractual arrangements in general can be located at.

e Lack of contracts due to the specifics including:



e Positioning in the market. When certain buyers and the relative
monopoly position, enables such conditions;

e Specific trade of certain fresh products in places where one crop
is vastly predominant;

e Market uncertainties where uncertainties in terms of irregular
demand, variable cost, specific quality and changing buyers are
dominating.

e Lack of contracts due to inertia is a category of cooperation prevailing
in regions where production is traditionally uniform, for the traditional
buyer, to be sold at traditionally known conditions (industrial tomato,
sugar beet, and somewhat wine grapes).

Producers well know that a particular buyer has been buying a certain
crop for years, at a certain price which doesn’t change significantly.
Especially applicable for uniform products, where no quality standards
are applicable.

This form of cooperation is also a trademark for other crops sold in
remote locations, with lack of access to markets.

Quality of the agricultural products is always a broad and difficult subject,
especially when certain products have more than one intended use. The
producers perspective in terms of quality is not realistics as they tend to
overestemate their products having only limited knoladge of quality systems.
On the other hand the buyers are always triyng to underpay the products,
makeing the quality issues irelevant. Therefore, the quality parameters to be
included in a contract and the evaluation of the quality remain as the most
important divide between producers and buyers. Generaly quality at this point
is seen as possibility for one partiy to disagree with the practice and retreat
from the contract if any.

Unlike countries with developed agriculture, Macedonia lacks appropriate
standards defining the quality of agricultural produce. Certain unofficial norms
exist, but are open for debate depending on the intended use of the specific
crop.

Individual branch of organizations/ commodity clusters have established
standards for quality. These standards are adopted unilaterally and are not
applicable or acceptable to all stakeholders due to the different processing
technology and needs.

Almost all buyers are dissatisfied with the adherence of the producers to the
agreed quality, masking of low quality products in the packing and pre-
selection of the best product prior the delivery. On the other hand the
producers are not satisfied with the quality assessment by the buyers as thay
see this as intentional looking for problems in order to reduce the price. It
seems that both sides are right and wrong at the same time, as both sides
admit malpractice depending on the demand and prices in the given moment.

Quality is significantly dependent on the production season, including weather
and appearance of diseases and pests, as reduced quality is not a matter of
choice for the farmers but a result.



It is important to note that main problem is not the always the lack of criteria or
standards, but the failure to adhere to the contracted quality.

In Macedonia beside the lack of quality standards, there is a lack of arbitrage
options in case of disagreement. No competent institution or service is
responsible or even asked for arbitration, in case of dispute over quality of
products. Only one case was identified, where the producer organization was
mediating between the individual members and buyers. Appropriate quality
standards need to be developed either by the government or commodity
clusters, through trilateral participation in the process (producers, buyers and
institutions).

In view of the considerable risks faced by farms and firms, it is essential that
state and non-state agencies offer accessible, transparent and legally binding
mechanisms for resolving disputes between firms and producer organizations.
Specific measures can include an independent audit of the all-important
weighbridge, and an agreement that payments will always be paid on time.
Producer organisations may prove to be an important stakeholder in
develoing a sound contracting practice in the agricultural production. Positive
results can be achieved only if the producers organisations have sufficient
human resources which will be able to debate the developement and
implementation of quality issues with the authorities and buyers. As it is a
practice till now when ever the authorities or the buyers need to show public
participation they invite representatives od associations or federations for
disscussion. In most cases this organisations are eather donor driven or
represent a group which has own or political agenda and does not realy
represent the producers. Mostly the organisations present in the dialogue with
the authorities are donor projects payd personal which debates on the belhalf
of the producers, but does not depend from the outcome of the debates.
Involving the producer groups will enshure the participation of the real
stakeholders in the dialogues with the authorities and buyers.
Payment of agricultural products is the most obvious, although not the most
difficult problem. Prior to discussing the always hot “late payments” and
exceptionally “no payments”, one needs to understand the situation in the
sector and the status of the role-players.

Both of producers and buyers agree that they are not adhering to the agreed
payment conditions contract for procurement of agricultural products. The
majority of the buyers are chronically problematic, (depending on season)
while all buyers have acasoanaly cosed late paiment to the producers.

25% of the buyers are covering part of their payments in compensation with
different commodities. Prices of products in such compensation shops are
between 3-10% higher than regular prices.

One of the largest complaints from the buyers is that producers don't live up
to the arrangements and sell their produce to the highest bidder. The most
common reason for reduced/lack of delivery is the higher price of other
buyers. The most common excuse for suspending delivery of product is
disagreement over the quality. Fueled by the imprecise description of quality
and the lack of arbitrage for settling of disputes, there is always an excuse to
reduce or stop deliveries. When sufficient quantities are available, producers
are unanimous that processors/traders deliberately reduce the quantity



accepted, as they are getting it somewhere else cheaper. Peaks of harvests
are also a common problem, usually triggered by climatic conditions (rain,
drought, frosts, etc.). Daily buyout quantities additionally increase during the
peak seasons, as the farmers are unable to sell at increased quantities at the
local markets. In addition, processors and traders depend on the producers to
deliver the products with a certain tempo, to which they organize and match
their manufacturing process. Any increase or decrease of influx of produce
disturbs this process and results in problems. On the other hand, producers
want to harvest the product in the optimum time and deliver as soon as
possible.

e Contract farming is not a novelty for the Macedonian producers and
some of the buyers.

e Attempts for reintroduction of contract farming resulted mainly in
defaulting of the buyers.

e The lack of success is associated with undermining of efforts for
organization and empowering of producers, lack of capacity for
management of turnover funds and apathy of the responsible
authorities.

e In most cases the existing contractual arrangements are a protection
mechanism for the buyers and to some extent to the producers.

e Although contracts are commitments, lack of control/support leaves
both parties with possibilities to break the contract and blame each
other.

e Contract farming is based on the need and will to cooperate on basis of
clear principles, in the current practices both are just developing.

e Grouping of producers around buyers has provided some success,
however prevents any development.

e Empowering and organizing of producers results in equalization of
negotiating positions (of producers and buyers) and it is the only
model, which assures progress.

e Having in mind the history and the current state of development of the
producers associations and cooperatives forming sustainable producer
organizations will be a significant challenge;

e Serious companies that invest in their future are working on basis of
contractual arrangements.

Encouraging 91% of the identified collaboration between producer
organizations and buyers are supported by contractual arrangements. Even if
the contribution of producer organizations in the Macedonian total production
volume is negligible a quite possitive trend is noticible in the functioning of the
producer organisations.

The role of producer organizations in contract farming

The role of producer organizations in ensuring the stability and longevity of
contract farming and in delivering a fair distribution of profits may be
significant. The form of recent producer organizations is essential for



increasing win-win outcomes from contract farming. From a producers’
perspective, producer organizations can help balance the power between
firms and farms: collective bargaining, and the creation of relationships with
rural credit and transport providers, can help reduce the risks farmers face.
Moreover, producer organizations provide a forum where farmers can express
their dissatisfaction over prices, timing, and increase the likelihood that a firm
will recognize its social and environmental responsibilities.

However, producer organizations are not necessarily a guarantee of
successful contract farming. Many producer organizations collapse. Moreover,
if problems with contract farming arise, firms can easily switch to engaging
large-scale agricultural units.

In general there are several types of producer organization according to their
function — commodity-specific organizations, advocacy organizations and
multipurpose organizations. But these may not be the best approaches to
offering support to farmers for engaging with contracting firms. Focusing on
market-oriented producer organizations that provide benefits only to members
is more likely to lead to successful contract farming arrangements than
community-oriented participatory producer organizations. In this respect, a
producer organization needs to be very clear about the goal it is working
toward: increasing and stabilizing smallholder incomes, or providing a
platform for participatory governance and empowerment.

5.6 THE PRODUCER ORGANSATIONS IN MACEDONIA

With the withdrawal of the state and the end of guaranteed markets, most
producers had to produce and sell their products without being able to rely on
access to factors of production, financial and transport services. At the same
time, globalization of trade in agricultural products forced a lot of small
farmers with highly recourses limited to compete with major producers around
the world that already had implemented strict standards for quality and safety
of products they produce.

To be more competitive, to have an impact on the markets and to have
access to EU funds, small producers need to be members of producers'
organizations. This is especially true for vegetable growing in Macedonia,
which in spite of some positive developments remains, small and highly
fragmented. Prevailing is the proportion of the farms of natural persons (over
99%). These are extremely small farms with an average size less than 1ha,
yet they are serious producers of field and garden vegetables in the country.
In many cases, farmers marketed their produce individually rather than
collectively, thereby limiting their ability to receive a higher return from the
market. There is a heavy dependence on traditional buyers and little effort to
identify and market produce through new marketing channels resulting mainly
in poor collaboration between farmers and other stakeholders in the sector.
Even the functional cooperatives admit that they have problems in convincing
the members to sell the products via the producer organization.

From the existing potential for developement of producer organisations only
20 cooperatives exist in Macedonia, mainly initiated by donor projects. Only
five of those are functioning as real organisations while the rest are existing
on papper only.



The producers' organizations in Macedonia are still few and major support is
needed to create a trend of developing producer’s organizations on a sound
base. The volume of the marketed production of the producer organizations is
negligible compared to the volume of the fruit and vegetable production
marketed in the country as whole.

Via support of SNV three cooperatives were developed in the last years and
additional three are planed to be developed. The fact that for such a short
time several cooperatives were formed and are aiming to become producer’'s
organizations of fruit and/or vegetable producers gives optimism that the
number of the organizations of fruit and vegetable producers will increase,
because the producers have understood the necessity and usefulness of
joining forces. Yet some of the interviewed associations and cooperatives
stated that only a handful of members really understand the concept of
producer organizations while the rest of the membership understands and
supports only the basic benefits of joining e.g. joined acquisitions of inputs,
lobbying, negotiating for a higher price.

The limitations of the producer organizations in Macedonia are mostly
connected to their frequently lack management capacity, they struggle to
achieve coherence among a diverse membership, and are subject to elite
capture — there is a danger of placing too many expectations on these often
incipient rural institutions.

Another major difficulty being faced by producer organizations is that the
supply chain has not been developed completely and many farmers still sell a
significant portion of their produce through middlemen instead of focusing on
passing the process through producer organizations.

A blanket characteristic of Macedonian producer organizations is the general
lack of the necessary capacity, especially in terms of qualified and suitable
human resources. Furthermore, little specific training has ever been carried
out to refresh and update the people who are volunteering or are employed
within the management structure of the producer organizations.

Both - the lack of confidence among the producers and the impossibility to
meet the criteria for recognition are the main factors which will most
negatively affect the process of formation of organizations of the producers of
fruits and vegetables.

Producers stated that the main reason for them not participating in such
organizations is their mistrust in both the loyalty and the good management
decisions of the organizations. On the other hand, in Macedonia there is still a
great distrust in cooperative activities and insufficient confidence about the
benefits of membership in such a form for organizing their work.

In general this situation is caused because the fruit and vegetable producers
in Macedonia are not sufficiently motivated to join in producers organizations,
they do not understand the need for joining, or do not believe that the joining
will provide positive results.



5.7 EVALUATION OF THE PROVISIONS IN THE LAW ON AGRICULTURE

As mentioned in the previous chapters, the support of the Government to
develop producer organisations and the contract farming through the Law has
been received with mixed feelings. The assessment, is an effort to gather and
analyze experience in the field. The Law provisions and the potential impact
on everyday business were discussed with all respondents and the following
comments have been noted.

Particularly well received by producers, as it is seen as a producer
support tool with approach insensitive to buyers. Producers are hoping
that the Law will be the end of their concerns about market
uncertainties and payments.

The Law is a step in the right direction, but a number of shortcomings
prevent its practical implementation. Even producers, which are
generally satisfied with the provisions, tend to agree that it is not
approximated to every day practices in Macedonia.

Buyers support the development of the law and the provisions of
producer’s organizations development but have mixed feeling on the
impact that will be achieved.

Both buyers and producers agree that the development of the producer
organizations will be a significant challenge but disagree on the
reasons;

Buyers are doubting that the producers have the potential to realign
their mentality and join in to producer organizations, which will have a
unified voice;

Producers fear that the law provisions and the described government
support will not be available doo to inconsistency in implementing the
new provisions;

Both groups expressed concerns about the internal capacity of the
producers to form, organize and manage functional producer
organizations;

Both groups agree that support is needed in developing, maintenance
and managing the producer organizations;

Some of the buyers expressed interest in partnering with producers,
thereby contributing to a secure market for the respective producer
organization;

The opinions between producers are divided in the aspect of the
structure of needed expertise;

The majority of producers would consider engaging a professional
manager which will be involved in marketing their production, while
others believe that they posses the internal capacity;

Almost all producers agreed that outside support will be needed to in
order to successfully apply and get the producer organization status
and implement quality standards;

All producers agree that one of the biggest problems will be the forming
of a operational fund as the level of confidence between themselves is
not as high as it should be;



e The national strategy and the operational programs need to be well
structured if a positive outcome from this provisions is to be expected;

e The Law should be introduced gradually, providing sufficient time for
the sector to adjust.

e The government should seek systematic solutions using the available
subsidies and should support positive examples and farmer
organizations. Subsidies should be used to promote successful
examples of cooperation (industry and exporters), rather than
everybody.

6. RECOMMENDATIONS FOR INTERVENTION

Producer organizations in developing and transition economies often receive
substantial support from external stakeholders, such as government agencies,
donors and NGOs. This support in general is greatly appreciated, and in some
cases even indispensable for the establishment of economic activities by the
producer organizations. However, producer organizations are intended to be
and should remain autonomous member-based organizations. External
stakeholders supporting the producer organizations should not takeover
control. Financial and technical support may be welcome, but it should not
become so dominant that the producer organizations becomes dependent on
it for its very existence. Even when receiving outside support, the members
themselves should make decisions on strategies and policies. Too much
control by external stakeholders can lead to problems, such as a weak sense
of ownership among members, which leads to low member commitment, and
weak accountability by the board and management. In sum, one of the main
challenges for a producer organizations receiving outside support is to remain
a truly controlled and managed by its members.

Support can focus on the producer organizations itself, such as building the
capacities of leaders, members or managers and other types of organizational
strengthening; improving the skills needed to develop and lobby for favorable
legislation; and improving negotiation skills to enter into and maintain
partnerships (both vertical and horizontal). This type of capacity building is a
slow and uneven process that requires donors to be patient and to develop
long- term support programs.

Donors can help producer organizations to set up market information systems
in order to collect, assess and distribute the information producers need to
improve their competitiveness. Whatever the focus of donor support, it should
be based on a long-term strategy, since building a viable producer
organizations that will play a major role in linking its members to markets
requires a sustainable commitment.

Key elements of the support strategy should include promoting rural producer
organizations and developing their entrepreneurial capacities to help them
become more profitable by working to improve the economic performance of



their members. Much of the donor community has experience working with
producer organizations. Although there is a large variety of producer
organizations and institutional environments differ, there are commonalities in
the management and organization of producer organizations and in the
challenges they face. Acknowledging these commonalities opens the door to
learning from the experiences of others, and for joint development of
pathways for producer organizations facilitation. Particularly the rise of
national and international supply chains and the need to help smallholder
farmers and their producer organizations to strengthen their position in these
chains provides multiple opportunities for collaboration, collective learning
trajectories and joint support projects.

6.1 Proposed Support to the Ministry of Agriculture, Forestry and Water
Economy

On basis of all conclusions, comments and findings stated in the assessment,
it is recommended that support should be provided to MAFWE in overcoming
major dificulties that producer organisations are or will be facing.

There are mixed feelings about who should deliver the support to MAFWE the
producers, and in which form. Beside the financial support mentioned by
MAFWE support schemes for 2011 all stakeholders agreed that donor
projects should take an active role in providing expertise for producer
organizations setup and management. All stakeholders see the national
extension agency is as incapable to contribute to the development of producer
organizations, so involving more consultancy services and professional
development organizations is seen as the adequate partner to the
government for the development of producer organizations.

An important priority for the agrarian policy of the country should be
accelerating the creation of organizations, on first place by increasing the
direct economic interest in regulating the scope of activities and services the
organization of producers will provide to its members and their customers.
The increase in labor productivity in all its aspects — the enhancement of
qualification, the use of new techniques and technologies, the use of new
high-yield fruit and vegetable sorts in the production, etc., are determinants of
modern, competitive production which needs to be achieved. Of utmost
importance is the development and use of the country's best opportunities for
increasing the value, quality and profitability of the production e.g. organic
agriculture, traditional products, and geographical origin. Increasing the value
and profitability of production and hence the creation of consistent investor
interest in production and marketing of fruits and vegetables is another priority
sector. Supporting those most important areas for development, much more
specific actions can be determined, but they will all be linked to the
achievement of the basic priorities - the creation of organizations of fruit and
vegetable producers in order to restore the effective production and marketing
of fruits and vegetables in quality and quantity that should correspond to the
country's potential and the market requirements.



Contract farming

Contract farming is usually associated with producers and buyers, however,
the recommendations for intervention are twofold and include both MAFWE,
as a regulating body, and the industry (buyers and producers) as concerned
parties.

Regarding the present subsidy support, the stakeholders have shared
opinions. Yet they all agree that revision of the model of subsidizing is
needed. The main comments are concerning:

- the segregation and discrimination of producers per size of production.
This practice is counterproductive and leads to further fragmenting of
the production. The activity should explore alternate possibilities for
calculating subsidy rates, for concessioners of state owned agricultural
land,

- subsidizing of the industry through subsidizing producers. The
proposed model allows misuse and it doesn’'t provide sufficient
motivation for producers,

- neglecting the exporters of produce for fresh consumption. The size,
value and number of crops included in the exports of fresh products,
substantially surpass the indicators of the processing industry and
should not be excluded from the support,

- allowing support only to entities that adhere to the signed contractual
arrangements as a precondition for introduction of contractual
arrangements on a large scale,

- Establishment of appropriate setup for provision of legal support, in
particular to producers. Such services will support both the
establishment of contractual arrangements and the resolution of
disputes, arising from the increased number of contracts,

- establishment of appropriate arbitrage services (Inspection, Agencies
and other role-players), as a way of supporting a mediation process.

Development of producer organizations

All stakeholders agree that provision of technical support for revisions of the
articles in the Law on Agriculture regarding producer organizations is needed,
as feelings prevails that the EU legislation is predominantly copied instead of
adapted to the local conditions. Some of the stakeholders support the idea of
providing technical support to MAFWE in order to introduce flexible conditions
for recognizing producer organizations in the first five years, which can be
argued to the EU as a necessity.

Articles providing for regulation of the prices (determining percentages of
flexibility in contracted prices) are seen as a friction with the open market
economy and principles of demand and offer.

Support to the MAFWE for revision of the policies articles that provide
deadlines for posting of prices and support for establishment of a system for
determination and posting of daily prices and introduction of articles for
penalties, as the lack of appropriate penalty provisions will hinder
implementation regarding the contract farming.

Although the minimum criteria for recognizing the producer organizations set



by MAFWE are mostly considered as reasonable, these criteria are probably
still high for most of the formal and informal groupings of farmers in
Macedonia. The complicated procedure and the setup needed to be
established before the recognition of the producer organization are also a
seen as a significant impediment.

Finally support to MAFWE is needed in speeding up the process and adopting
the missing legal documents in order to finalize the Producer organizations
legislation, which will enable the recognition of existing cooperatives to
become a reality instead of a theory.

6.2 Proposed Support to the cooperatives and producer organisations

Internal capacity building and strenghtening the organisations

Pre-reform collective ownership of the cooperatives did not induce incentives
to high labor productivity and new technologies, which reflected in unsatisfied
financial results and impossibility for reproduction. The new co-operatives
differ from the former ones as now they perform under the totally free market,
the managers are voluntary elected and the private property in land and
assets is recognized - owners take rents and dividends.

At first sight, new producer’s cooperatives have a similar management to the
former labor co-operatives. Both have the same managerial bodies, namely —
General Assembly, Managerial Board and President. New producer’'s co-
operatives, however, perform in a totally different macro-economic
environment. The State has not any governing and even coordinating
functions on the cooperatives so they are fully responsible for their activities.
Suitable guidance for practicing participatory engagement of all members as
well as educating the officials in the cooperative bodies should be provided in
order to buildup the internal capacity for sound decision making on democracy
principals.

It seems to be vital in the case of emerging producers’ organizations to be
educated and stimulated in order continually work on establishment and
improvement of real economic necessity, willingness to co-operate -
demolition of mental/psychological barriers, screening of potential members,
consistent adherence of delivery obligations, trust between members and
management.

The crucial issue for the future of agricultural co-operatives is the loyalty of
farmers to their organization and the leaders of the co-operative, especially
under uncertainties dominating in the transition agriculture like in Macedonian
fruit and vegetable sector. It seems to be empirical evidence that trust is an
essential mechanism to increase the loyalty of member’s organizations.
Producer organizations can be effective for farmers who are willing to change
their practices, but not for those who wish to maintain the status quo in the
context of traditional production systems and mindsets.

The need of stronger competitive positions of farmers must led to
establishment of producer organizations, which is a way of overcoming the
barrier to the agricultural produce marketing.



Support to build the capacity of farmers and their organizations by training,
coaching and guiding farmers through the process of attitudinal change that is
required to make a system of rules and incentives for the internal allocation of
costs and benefits, both among the members, and between the farmers as a
group and the organization itself, is key to success. With effective and
sustainable producer organizations, these rules transmit undistorted market
signals to individual members, to which the members are able to respond.
However, if the rules are designed to ‘shield’ members from market signals,
then the Producer organizations will fail. Furthermore, the systems of rules
must minimize the transaction costs of negotiating, monitoring and enforcing
agreements between the collective and individual farmers.

The producer organization should be involved in developing supply chains
that connect farmers with consumers. Such value chains demonstrate the
interrelatedness of the production, transportation, processing and marketing
of farm products. Improving the coordination of activities of different actors
(such as firms) in the chain can reduce transaction costs, help guarantee
product quality and safety, and enhance the design of marketing strategies.
Producer organizations are considered as an instrument in increasing the
value generated throughout the chain, such as by ensuring that the quality of
products is in line with the standards demanded.

Major changes are taking place in the markets for agricultural products. The
liberalization of markets in many developing countries, has led to increased
competition. The rise of international specialty value chains, such as those for
organic and fair-trade products, has provided a positive momentum for the
formation of new Producer organizations. Fair trade arrangements result in a
premium price only for farmers who are organized. The growth of
supermarkets as major outlets for food products has led to the restructuring of
supply chains, because supermarkets tend to work with preferred suppliers
that can offer them products of high volume and consistent quality. As
individual producers are hardly ever large enough to supply all the stores in a
supermarket chain, there is a need for organizations to collect, sort, grade and
perform quality control of products from different producers. Suitable trainings
and capacity building on sorting, packing and quality control of products hat
the producers deliver should be implemented in order for the producer
organizations to be recognized as serious partners by buyers.

Producer organizations capacity should also be build in a direction that they
provide a broad range of services for members and other farmers, including
technical and financial assistance, marketing, accounting and legal services,
as well as farm equipment, storage and processing facilities. As this capacity
Is not available regionally in the initial period it should be outsourced till the
internal capacity is developed.

Managerial capacity

Producer organizations need to have the management and organizational
capacity to play an intermediary role between producers and their customers.
Whether the members themselves carry out management tasks or whether
they hire outside professionals, managerial ability needs to be strengthened.
Producer organizations participating in high-value supply chains need to have
expertise in marketing, in the technical aspects of production, in input



procurement and distribution, in meeting phytosanitary and food safety
standards, and in financial management. When outside professionals are
brought in to manage the organization, the governance relationship between
the management and the board of directors requires extra attention. The
members of the board will only be able to direct and control the management
if they themselves have sufficient knowledge of marketing strategies and
customer requirements.

Provision of training on existing good practices and examples, where bad
practices and policies led to the collapse of the producer organizations and/or
the agricultural sector usually provide good base for building the internal
capacities of the organizations.

Market and quality recquiraments

Support is needed to producer organizations in provision of technical
assistance in order to help them comply with quality standards and
certification requirements.

In order to remedy the structural deficiencies affecting the supply and
marketing of agricultural products, the producer organizations have to be
supported to modulate market forces and to meet quality standards. To
achieve this, support needs to address issues of training, planning and
optimization of product output, improve the quality of primary produce and
access and implement technical support for marketing and production
activities.

Enhanced product quality is key for getting market access in modern outlets.
Producer organizations can help their members achieve this in various ways.
They can provide information to farmers about customers’ quality
requirements this includes implementing some the many options for
international certification schemes. Producer organizations must implement
quality control systems. Producer organizations can also go beyond
facilitating the production and marketing process and take on the processing
and marketing functions themselves. They can organize and facilitate
innovation processes targeted at reaching higher product quality by, for
instance, providing technical assistance to improve on-farm production
methods.

A good example of a collaborative effort to mitigate the risks to small farmers
is GlobalGAP, a certification scheme that promotes good agricultural practices
(GAP). Global GAP was initiated by 30 European supermarket chains in an
effort to meet increasing consumer demands for environmentally friendly and
safe food that is produced in a healthy working environment. The trend major
outlets to accept only Global GAP-certified agricultural products poses a
tremendous threat for individual smallholder producers who true
intermediaries are supplying fresh fruits and vegetables to the supermarket in
the region for many years. As always changing the mindset and introducing
certification is something new to producers and they usually believe that they
would not meet the European market standards so no effort is spend in this
direction. However experiences show that Producer Organizations can play a
vital role in implementing not only good agricultural practices but also other
quality and food safety standards (Organic, Fair Trade etc.), which are more
and more becoming a “must” not only in western markets but also in the
traditional regional markets. Farmers in addition face a wide range of risks,



including depleted soil, irregular rainfall, unexpected drought, rising input
prices, decreasing output prices, diseases and sudden changes in demand
etc. Many of these issues could be dealt with very effectively if farmers could
get organized and if external stakeholders could provide a helping hand.

Reaching out to individual small farmers to help them meet the certification
standards is almost impossible. Therefore farmers need to get organized in
order to share knowledge and information. For efficiency reasons producer
organizations can go even further and organize joint transport for their inputs
and for delivering their produce to urban markets.

Second, governments and other actors in the value chain have an important
role to play in confidence building and establishing an enabling environment
for farmers to understand that economic improvement requires coordination
and collaboration. Unfortunately governments often don’t live up to this
responsibility, and rural areas are mostly forgotten in governments’ strategies,
this is where the donor community may play a vital role especially in razing
the awareness for the need of implementing standards and the actual
implementations. At the moment in Macedonia support is available for
certification of implemented standard, but the producers are unable or
unwilling to invest in implementing the standards, as they believe that this is
almost impossible for them. Providing this support via producer organizations
is the most viable way to support the implementation of standards. Certain
indicators can be set for eligibility of producer organizations for
implementation and certification of standards, so the limited available support
will not be spent on organizations that will not pass the initiation phase.

According to producers, the main obstacles to the development of their
activities are the limited opportunities to access credit financial resources, the
unfavorable prices of the agricultural products, and other factors. Provision of
training in management of finances, securing sustainability of turnover capital
is a curtail starting point for the newly formed organizations that have started
to grow and are moving in the direction of expanding their size and activities.
Establishing affordable mechanisms for securing market, scientific and
technical information and other consultations and services to the producer
organizations will greatly speed up the development of the producer
organizations.



PROPOSED SUPPORT TO THE COOPERATIVES AND PRODUCER

ORGANISATIONS

Internal capacity building and
strenghtening of the producer
organisations

Support to
Agriculture,
Economy

the Ministry of
Forestry and Water

Improving the skills of farmers and
their organizations needed to lobby
for favorable legislation

Support to MAFWE in confidence
building and establishing an enabling
environment for farmers to
understand that economic
improvement requires coordination
and collaboration via training,
coaching and guiding farmers

Building the capacities of leaders,
members or managers via long- term
support programs via involving more
consultancy services and
professional development
organizations

the
for
and

Support to MAFWE to use
country's  best opportunities
increasing the value, quality
profitability of the production e.g.
organic agriculture, traditional
products, and geographical origin.

Improving leaders, members or
managers negotiation skills to enter
into and maintain partnerships with
buyers

Support to MAFWE in revision of the
present model of subsidizing.

Building the capacities leaders,
members or managers via developing
their entrepreneurial capacities

Technical support to MAFWE in order
to introduce flexible conditions for
recognizing producer organizations

Building the capacities leaders,
members or managers to co-operate,
in demolition of mental/psychological
barriers, screening and recruiting of
potential members.

Support to MAFWE in revisions of the
articles in the Law on Agriculture
regarding procedure and the setup
needed to be established before the
recognition of the producer
organization.

Suitable trainings and capacity
building on sorting, packing and
quality control of products

Support to MAFWE in speeding up
the process and adopting the missing
legal documents in order to finalize
the Producer organizations
legislation.

Development of a broad range of
services offered by the POs to
members and other farmers

Suitable trainings and
building on marketing,

capacity
accounting




and legal services

Technical and financial assistance in
order to help POs comply with quality
standards and certification
requirements.

Build the capacity of farmers and their
organizations to organize joined
services and input procurement and
distribution

Building the capacities to access
financial resources.

Financial support to POs in securing
market, scientific and technical
information and other consultations
and services to the producer
organizations

Provision of training in management
of finances, securing sustainability of
turnover capital

Build the capacity of farmers and their
organizations in marketing their
produce by training, coaching and
guiding farmers
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ANNEX 1 — QUESTIONNAIRE SAMPLE

[IpamaJHUK

OBoj mpamajHUK e U3paboTeH Bo copabotka co AgBiz mpoekTtoT Ha USAID u
SNV uma 3a 1mesa Ja ja HCOHTAa M TPOIEHH MOMeHTa/IHaTa COoCToj6a,
NOTEHLHUjaJIOT U MOKHOCTHUTE 3a IJIacHpake Ha MOJApPLIKA 3a pa3Boj Ha TPyNu-
OpraHMsalyMM Ha I[pOU3BOAUTeNH BO MakejoHHja U JeduHHUpame Ha
MO>KHOCTHTE 3a O JpLIKa OJf CTPaHa Ha JOHATOPUTE.

3a Taa 1mesn Be MosiuMe Ja ojJiBouTe 10-15 MUHYTH 0Ji BalleTo BpeMe 3a
MOMOJIHYBab€e Ha MPaIlaJHUKOT.

I. IlogaTouy 3a opraHu3anujara:

1. Wme Ha opranusanujara:

2. Appeca:

3. Tpag/ceno:

4., OnutuHa:

5. OcHOBaHO BO rozyHa

6. Koja kaTeropwuja Hajgo6po ro onuiIyBa OpraHM3alMCKUOT OOJIMK Ha BallaTa
opraHusanuja?

(Be MoJIMMe O3HAYeTe r'o CO X COO/IBETHUOT I0JIe; JOKOJIKY I'0 O3HAYUTE MOJIETO
OCTaHaTH, Be MOJINMe [Jla AaZieTe o6GjacHyBae 3a THUIIOT Ha MPOTHPHUjaTHETO -
opraHu3anyjaTa Bo 03Ha4eHHOT MIPOCTOD).

'] 3apy>KeHHe Ha rparfaHu

[ 3aapyra

U [IpeTtnpujatue




[J Ocranato - Be Mo/iuMe HaBegeTe

7. Kowu ce TpuTe HajCUJIHU CTPAaHU HA NPOU3BOJUTENUTE BO BAlIMOT PETrHOH?

N

8. Kou ce TpuTe Hajcs1abu cTpaHU Ha MPOU3BOJUTEMTE BO BAllIUOT PETHOH?

=

D

9. [lanu uMaTe A,0JIropoyHa copaboTKa €O J,0OTOBOPHO MPOU3BO/ACTBO CO BALIUTE
KYIIY WK IOCPeAHULIM BO OTKYNOT Ha BallIMTe MPOU3BOAU U CJL.7

0 1A 1 HE

AKO 0ATOBOPOT € HETaTUBEH Be MOJIMMe 06jaCcHETe 30IUTO?

10.Ilpy nNpoH3BOACTBOTO M MpoAakbaTa Ha 3eMjoJleJICKUTEe NPOU3BOJU
HaBeJleTe HajuyecTo KaKBU Mpo6JieMU UMaTe U CO KOro?

11. lanu ycneBaTe - MOXeTe Ja T'M 33Jl0BOJIMTe GapamaTa U CTaHAApAuUTe 3a
KBaJIUTET, IaKyBake, COpTHpame WM 06e36eJHOCT Ha 3eMjoJeJICKUTe
NPOU3BOAM Ha BallUTe KYNIM U KOU Ce IMOJMEaTa KOU MOXKaT Jia ce
nojo6pat?



12. laay uMaTe npo6JieM co HalJiaTa o/ BalllUTe KYIIY U 3011TO?

13. KakBa e 3akoHCKaTa pery/jaTHBa Koja ja IOKpHBa 0Baa 06.1acT:

a. Jloma
b. PesaTtuBHO 06pa
c. Jlobpa

14. lllTo HefocTacyBa U ITO Tpeba Jja ce HAaIpaBy BO 0Baa 06s1acT?

15. Bo koj mpaBel; cMeTaTe /ieKa e HIOTpe6HO /Jja ce ABIKU BallleTO IPOU3BO/CTBO
M TIPOU3BOJACTBOTO Ha 3€MjOJIeJICKM INPOM3BOJU BO PErHOHOT 3a Ja ce
no/06pu coctoj6ara?

a. 3roJieMyBambe Ha OBPIIMHUTE

b. 3rosieMyBamwe Ha KOJIMYUHUTE

c. Tlonob6bpyBame HA KBAJIUTETOT

d. INomo6pyBare HAa HAYMHOT HA MPOU3BO/ICTBO

e. Ilomo6pyBare Ha opraHu3alyjarta 3a mpojaxoa

f. HcnosnyBame Ha Apyry cneluGUYHM yca0BY, Be MosiuMe HaBeJieTe
1.

2.

3.

16./laiy BO BalIMOT peruOH INOCTOM HeKoja <¢opMa Ha 3JApKyBame Ha
NPOM3BOAUTE/INTE U Ja/IM UCTaTa e QYHKIMOHaIHA?

oA 7 HE

AKO 0 rOBOpPOT € NO3UTHUBEH, OJITOBOpPETE o npamamweTo 17, AKoO oAroBOpoT e
HeraTUBEH OZIr0BOpeTe ro npamameTo 18

17.KakBa ¢popMa Ha 3ipy>KyBatbe IOCTOU U 1A/ CTe BUE YjieH?



18.1llTo MokeTe /a HaBeJeTe KaKo IJlaBHA MPUYMHA 32 OTCYCTBO Ha ¢opMa Ha
3JpyKyBame?

19.lanu cnopen Ballle MHUCJIeHe € IMOTPe6GHO Ja ce BOCIOCTaBU IOrosema
copaboTKa WJIM BMpEeXyBake Ha NPOU3BOAUTESIMTE BO OpraHM3alUU U
Jpyru cy6jeKTH Kako M pa3MeHa Ha HHPopMaluMd  BO I0JIeTO Ha
3roJieMyBambe Ha KOHKYPEHTHOCTA Ha 3eMjojesicKuTe mnpousBogu? (Ako
OZITOBOPOT € MO3UTHUBEH, Be MOJIMMe 06jacHeTe 301ITO?

oA 7 HE

[loTpe6Ha e copaboTKa WU BMpeXyBale Ha NMPOU3BOJUTENUTE MOpaAu Toa
IITO

20. [lasiu cTe yyecTByBaJie UJIM yYeCTByBaTe BO HeKoja popMa Ha 3/[py’KyBakbe Ha
MPOU3BOIUTENHN HA 3€EMjO/IeJICKU MPOU3BOAU? AKO OJITOBOPOT € MO3UTHBEH,
0JrOBOpETE ro npaameTo 21)

0 A 1 HE

21.Kou ce TpuTe HajrosieMu MPeyKH CO KOU Ce CpeTHyBaTe NpyU GQyHKLHUOHUpaHbe
Ha Bawara opraHusdauuja? (np. PUHAHCHUCKU CpeACTBa, HEJ0BOJIHO
pasbupame TMoMely 4YJEeHOBUTe, HeMame MeHallepCKU KamaluTeTH,
po6JIeMH €O LieHa WJIY IIJIACMaH Ha IPOU3BOJUTeE).



22.lany cTe 3al03HaeHU CO OPraHU3aLUCKUOT OOJIMK —3aJjpyra- BO CMHUCOJI Ha
OpraHu3alyCcKaTa OCTAaBEHOCT U MOXKHUTE NOBOJHOCTU U HETAaTUBHOCTH OJ
0BOj 0GJIMK Ha Opra”Husanuja?

[ Ja [l Bo moBoJiHa MepKa

[J He [ IToBp1IHO

23./lanu cTe 3al03HAaeHU CO OJpe/iOUTe HAa HOBUOT 3aKOH 3a 3a€MjO/IeJICTBO U
pypaJsieH pa3Boj 3a GopMUpakkbe Ha TPYNH HA MPOU3BOAUTENH/OpTaHU3AIUU
Ha NPOU3BOAUTENN?

0 A 1 HE

24.lann MoxeTe Jla HAabpoWTe HajMasKy MeT MPOU3BOJUTENH CO KOH BO
MOMEHTOB 6OM MoeJjie Ja copaboTyBaTe BO 3aJpyra-opraHusauja Ha
POU3BOAUTENN?

25. CorJlacHO MpoLIECOT Ha XapMOHHM3alHja CO 3aKOHOABCTBOTO Ha EY HOBHOT
3aKOH 3a 3€eMjoJIeJICTBO NpeJBHAYyBa (GopMHpalme Ha OpraHW3aldd Ha
IPOU3BOAUTEJIH CO CIEHUTE LIEJIH:

- NJIaHMpame Ha MPOU3BOJCTBOTO U HETOBO yCOTJIacyBake CO NOTpebuTe
Ha Ma3apoT BO MOrJieJ Ha nobapyBaykaTa M KBaJIUTETOT, KOHLEHTpaluja Ha
NOHyJlaTa M NoJ06OpyBame Ha BKyNHaTa MNpojaxk6a Ha MNPOU3BOAUTE O
4YJeHOBUTEe Ha OpraHusalujaTa, MNOCTUTHYBalke Ha ONTHMaJHO HHUBO Ha
IPOU3BOJAHUTE TPOIUOLM M CTAaGUIU3Upake Ha INPOU3BOJACTBEHUTE LEHH,
yHallpeJlyBathbe Ha HAYUHOT Ha paboTeme, ynoTpeba Ha COBpeMeHa TeXHUKA U
TEXHOJIOTH]ja, 3alITUTA Ha NpPUPOJATa, OJIECHYBakbe U MOeJHOCTaByBame Ha
IpouecoT 3a mnpuctan A0 (GUHAHCUCKU CpeAcTBa U 06e36eayBambe Ha
CaMOKOHTpOJIa BO OpraHusalujaTa M BO NPOU3BOJACTBOTO, 0OCOOGEHO Ha
cneriidUYHU BHU/I0BU HAa NPOU3BOJCTBO U arpOTEXHUUYKHU MTOCTANKK NPOMUILIAHU
CO NMOCce6GHU NPOMUCH.



ﬂcia)ﬂl/l C?METaTe JleKa Toa e MIOTPeOGHO BO arpo CEKTOPOT U UCTOTO 6M MMaJIo 3HaYaeH
e

€KT!

o A 7 HE

26.BucrHaTta Ha ¢MHaHCUCKaTa NOAJAPIIKA HAa OJOOpPEHUTe OpraHMU3alMU Ha

27.

IPOU3BOAUTE/N O] CTpaHa Ha JprkaBaTa e oZipeJieHa Ha 4,1% o1 BpeHOCTa
Ha NpoJiaJIeHOTO MPOU3BO/ICTBO Ha OpraHy3alyjaTa Ha MPOU3BOIUTEH.

Jlanu cMmeTaTe Jeka BakBaTa MOAJAPIIKA € JIOBOJIHA 3a /la Be MOTHBHpaA Ja
IpPUCTANlUTE BO HEKoja MOCTOEYKA WJIM Jla OTIOYHETe CO perucrpanuja Ha
33/ipyra-opraHusalijja Ha MpPOU3BOAUTENN?

0 A 1 HE

Opranu3sanujata Ha IPOM3BOJMTeN Tpeba Jja pacnosiara co COOZBETEH IepCoHal,
MHGQPACTPyKTypa U onpeMa 3a NOCTUIHYBakbe Ha LieJIMTe 3a CBOETO paboTeme.,
BKJIy4yBajKH

- HajMaJIKy JiBajlia BpaboTeHHU 0/ KOU eJieH MeHallep

- 06e36e/1eHU KaHIleJapUCKU YCJI0BY 3a paboTa.

,ﬂaJH/I CMeETaTe A€Ka MOXKeTe a ' 3a/J0BOJIMTE OBUE YC/IOBU O] COTICTBEHH pecypcn?

Axko OATrOBOPOT € HEraTUBEH, 0AroBopeTe ro CJieJHOTO Mpallamkbe

28.

KOj O HEBEeJEHUTE yCJIOBU 60U BU npeTcraByBaJjie HajFOJIeM npo6neM 3a aru
HCIIOJIHUTE U 301ITO?

29.

Co men efHa opraHusanuja Ja 6uje NMperno3HaeHa KAaKO OpraHu3aluja Ha
NpPOW3BOAUTENN Tpeba Aa MPUIIPEMU U Jla TMOAHECe 10 MUHUCTEPCTBOTO 3a
3eMjoJlesicTBO [lyaH 3a mpeno3HaBalbe KOj Tpeba Jla COAPXKH ONHC Ha
NpBOGHUTHATA COCTOj6a BO BPCKA CO 6pPOjOT HA YIEHOBU Ha OpraHu3alyjata Ha
IPOU3BOIUTEJIH CO MOAATOIM 32 YJIEHOBUTE, MPOU3BOJACTBOTO, MOAATOIM 3a
BpeJHOCTA Ha Ma3apHOTO MPOH3BO/ICTBO, MAPKETHHTOT MMHPPACTPYKTypaTa,



BKJIyYyBajKM ja M HUHOpACTPyKTypaTa BO COINCTBEHOCT Ha 4YJIEHOBUTE Ha
3a/ipyraTa Koja ce KOpUCTH 0[] 3apyraTa.

Jlanu cMeTaTe Jieka BalllaTa OpraHu3anuja 6d MMaJia COOJIBETHH KamalWUTeTH 3a
u3pa6boTka Ha [1y1aH 3a Iperno3HaBakbe.

0 A 1 HE

30. Opranu3sanujaTa Ha MPOXU3BOUTEJU 32 [Ia Ce CTEKHE CO MPABOTO 33 KOPUCTEHE
Ha MOJJpPIIKA MOpa /a BOCIIOCTAaBH OlepaTUBeH QOH/, 1a U3TOTBH, Aa MOoAHECe
Y J1a ¥ 6uzie ono6peHa onepaTUBHA porpama Koja Tpeba Jja COAPKH U

- [IpenioxkeHn MepKH 3a MOA06PYBakbe Ha KBAJIUTETOT HA TPOU3BOAOT

- Hpe,zuloxcem/l MEPKH 3a 3roJIeMyBdlkbhe Ha TProBCKAaTa BPpeAHOCT Ha
IIpOU3BOANTE,

- [Ipepiox)keHU MepKHU 3a MPOMOIiMja Ha NIPOU3BOAUTE

- Hpe,zmoxcel-m MEPpKH U METOAH 3a IPOMU3BOACTBO KON NIPHUAOHECYBAAT 3a
3dlITHUTA HA )KUBOTHATA CpeJrHa

Jlanu cmeTaTe Jeka MMaTe COOZJBETHH KallalUTETH BO BalllaTa OpraHM3anuja 3a
M3paboTKa Ha ONlepaTHUBHA Mporpama.

0 1A 1 HE

31. OpraHusalyuTe Ha NPOU3BOJUTENN MOXKAT Jja 6UAAT Nperno3HaeH! caMo Of
OpraHM3alMCKUOT 06JIMK — 3aApyra - Jajau 64U npuctanuie KoH popMmupame
Ha MCTaTa 3a /ia o 3a/J0BOJIMTe OBa 6apame?

oA 7 HE




32.OpraHu3alyuTe Ha MPOU3BOJUTENN € BO3MOXKHO Ja ce popMUpaaT camMo 3a
oZipeZieHH IPOU3BOH OHOCHO IPyNyY HAa NPOU3BO/U (0BOILje UJIH 3eJIeHYYK)

Be MosiMMe HaBeZieTe 32 KOWM MNPOU3BOJAM CMeTaTe JleKa € MOTPeOHO
dopmupame Ha ucture?

33.3a0kpyxeTe 3a KOM 0 CJIeJHMBe yCAYyTd 6M BY OUJie HajioTpeOHa NOoApILKa
3a ycnelmlHo GYHKIMOHUpPakhe Ha OpraHM3alMjaTa Ha IpOM3BOAUTENN?
[] eKCIepTCKH COBETH 3a:

[Ipuctan A0 GUHAHCUU U IIJITaHUpakbe
Ctrangapau u cepTuduKauu
KoHcanTUHT U MeHalIMeHT

Ycnyru op 06J1acTa Ha eKoJioTUjaTa

PakoBojiere U QYHKIIMOHAJHOCT Ha OpraHM3anyjarta

" uHpopMUpae Ha YIeHOBUTE 3a:
[TazapHu HHPOpPMAIMHU U MIJIACMaH
EKOHOMCKM aHa/IM3U1 Ha Na3apy U Ma3apHU TPEHI0BU
TexHU4yku UHOPMALUU U MOJJPIIKA

[IpaBHa nomo1

] Ycayru 3a 4J1eHOBUTE 10 NTOBJIACTEHH LIeHU U YCJI0OBH 3a:
PaszsagHa onpema
CopTupame ¥ MakyBamwe
3aKOHCKHU pery/aaTuByd U HOBUHHU Bo EY u CTO
JloMallHa sierucjaaTuBa

OnpeMa 3a IPON3BOJACTBO

) [IpoMouMja Ha BallUTe NPOU3BOAU




34. lanam BUe OM Oujae 3avHTepecUpaHU 3a HHULMUpame Ha -
3azpyra/OpraHu3anyja Ha NPOU3BOAMTENM BO BALIMOT PErdoH 3a Ja ro
MOYCIENINTE BAIIeTO 3eMjOeJICKO TPOHU3BOJCTBO?

0 A 1 HE

Ako oAroBopoT e HeraTuBeH, Be MosiMe HaBeJleTe Koj cMeTaTe JileKa Tpeba JAa
ja moHece oBaa UHULIMjaTUBA?

35. /lanu 6u 6WJie COPpEMHHM MHHULMjATHO J]a BJIOKUTe GUHAHCUCKHU CpeACTBa 3a
dopmupawe Ha 3aapyra/OpraHu3anuja Ha TNPOU3BOJAMUTENH CO ILeJl
noJo6pyBae Ha KOHKYPEHTHOCTA U MpoJja’k6aTa Ha BalllUTe MPOXU3BOIU?

0 1A 1 HE

36.[lokpaj puHaHCHCKaTa KOHTpUOYILMja Aald BUe aKTHBHO OU Ce BKJIY4YHJIE BO
PaKOBOJIEHeTO CO OpraHM3alMjaTa Ha NPOU3BOJAUTENHU WJIU HA KOj JpyT
Ha4Y“H BHUe O6M ro nomaraje GOpMHUpameTO Ha 3aZpyra-opraHusanyja Ha
NPOU3BOAUTENN?

37.WUmMajku rv Bo npeJBU/, JIOKAJHUTE KalalUTETH, JOKOJIKY TOCTOU CIPEMHOCT
O/l NPOM3BOAUTEJINTE BO PErvoHOT, KOj cMeTaTe Jeka OW Tpebaso Ja ro
IpeJBOAY MPOLLECOT HA BOCIIOCTaByBawke U PAaKOBOJEHE CO OpraHusalnujara
Ha NpOU3BOAUTENN?

[Ipalra/JHUKOT e MOINOJIHET Ha JieH 2011ropuHa, BO

Bu 6s1az00apume Ha epememo wmo 20 odgousme da 20 NONOJAHUME
npawasavukom!



ANNEX 2 — LIST OF INTERVIEWED ORGANISATIONS

Jlucra Ha OpraHu3alun OH(I)aTeHI/I CO aCCCMCHTOT:

NN R LD

Pt ek e e e \O
NN NPk WLWNO=O

3emjonencka 3aapyra Beredpemr - Kyknum — Ctpymuna

3emjonencka 3anpyra IIpsa Jlozapcka Kooneparnsa — Herotuno
3emMjonencka 3aapyra [Ipecnancku OBomrapu — Pecen

3npyxenue Exo xpana — ['eBrenmja

3npyxenue Exo ['pagunap — Ctpymuna

[Motenuujanna rpyna 3a 33 CnuBa — XpuctoB @unanyo - JleadeBo
[ToTenmujanna rpyna 3a 33 TpresHo rposje — Kones 3opan — KaBagapiu
[Motennujanna rpyna 3a 33 Opuz — Hukomnuo Kones - [TpoOumtun
Busumnpom — bormanuu

. HaBo — Ctpymuna

. Arpo Cxomnje Komepr - Crorje
. Buno Paj — Comor

. Arpo 3umak — Pocoman

. [Tera Komepr — KaBamapru

. Cnora — PagoBuin

. Arpoc — Kouann

. Arpo Bunoxwuro — Ckomje



