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Summary: Agricultural cooperatives are very important model of functioning of agri-
cultural production, which has been known from ancient times. Since the creation of the first
forms of cooperatives, to this day, interest in co-operatives and their work culminated in a
period of great economic crisis, when (again) the advantages of cooperatives and their poten-
tial was "revealed". The links between cooperatives and rural development is highly impor-
tant as the cooperatives contribute to the regional economy and to public policy objectives
with an aim to improve the rural competitiveness and environmental sustainability. Deve-
lopment and improvement of agricultural cooperatives in Serbia and throughout the develo-
ping world is a very important practical task that is based in respect of the principle of agri-
cultural cooperatives and set standards of the European Union and the International Coopera-
tive Alliance — ICA, in which establishment is involved the Association of Serbian agricultu-
ral cooperatives together with other national associations in London. This paper reviews the
importance and role of cooperatives in modern agriculture, as well as basic principles of their
operation. The status of agricultural cooperatives in the Republic of Serbia and the EU level
are subject to discussion and analysis that follows.
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Introduction

Agricultural production has been, since the establishment of the first human
communities, the practical fundament of the development and survival of the human
society. From the earliest times, a man perfectioned, through agriculture, the way of
production that nurtured him, in the beginning, with the food necessary for his sur-
vival. Later, with the development of trade and market relationships, agriculture
became the activity through which a man makes his revenue. Therefore, the ways of
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organising agriculture and agricultural production have changed proportionally to
the degree of development of the human society, but also proportionally to the pos-
sibilities of applying technical measures that can significantly influence the results
of that production and the achieved yields. Modern processes used in agricultural
production are siginficantly different from those used in the primitive agricaltural
production. But the basic difference lies in organisation and methods used, as well as
in the production techniques.

Observing the development of agriculture in our country, and particularly
analysing in during the Socialist era, we will see that it moved through the processes
of individual and social progress from the form of agricultural cooperatives in the
first phases of the development of the Socialist agricultural production, to big com-
bines or individual farms in later periods.

Although, from one side, the individual agricultural production managed to
develop siginficantly in certain areas to the level of world class achievements, until
today the basic form of agricultural development and the connection of small
country farms with industry has been an agricultural cooperative. The modern condi-
tions and circumstances in life and work influenced significantly the ways the far-
mers appear in the market so they have adjusted and adapted their business to the
today's conditions in agricultural business, which are mainly based upon market
performance and work through agricultural cooperatives.

The development, great significance and the role of agricultural cooperatives
in today's modern argriculture, the basic principles of their operation, status and
regulation of their operations in the Republic of Serbia and the EU level are subject
to discussion and analysis that follows.

The definition of agricultural cooperative and the types of cooperatives

The development of agricultural cooperatives as a means of organised appea-
rance of farmers in the market has evolved together with the development of agricul-
ture itself and the agriculture production. What are agricultural cooperatives? Agri-
cultural cooperatives are voluntary unions of cooperants who achieve economical
interest by joint business or improve their socio-economic status and individually
take decisions concerning common issues. They have become recognizable only in
recent times when they have started to work as specialised or composite cooperati-
ves, but also within cooperative associations. According to the Article 1 of the Coo-
peratives Act, a cooperative is in fact a form of organizing (natural) persons (in
further text: the cooperants) in which they, doing business in accord with the coope-
rative principles of voluntariness and solidarity, democracy, economical participa-
tion, equal rights of ownership and management, independence, achieve their eco-
nomic, social and cultural interests." Cooperatives are established as agricultural —
general purpose cooperatives and specialised cooperatives (for production or

! Article 1, Cooperatives Act, ("FR Yugoslavia Off. Gazette, No 41/96, 12/98 and "Republic of Serbia
Off. Gazette" No 101/2005 — and 34/2006)

396



Kynrypa monuca, rog. XII (2015), 6p. 27, ctp. 395-410

growing of wheat, fruits, wine, beet, cattle, honey, for domestic craft etc.), construc-
tion cooperatives, customers cooperatives, craftsmen, health, youth, student or pu-
pils cooperatives, as well as some other types of cooperatives for the production and
trade of goods and services, in accord with this Act.’

The focus will be on agricultural cooperatives which organise agricultural
production in cooperative farms, they produce, process and sell agricultural pro-
ducts, food and other products of the cooperants, they distribute their cooperant the
material needed for their work, reproductive material, fuel, production tools, spare
parts for the agriculture vehicles, as well as other goods. They trade with the goods
made by the cooperants and trade with the goods for the cooperants and they orga-
nise savings and credit lines in the cooperative.’

A cooperative is an individual organisation of cooperants established by them
and managed by their property. It is an open organisation and it can receive all the
new cooperants and it is a voluntary organisation, since the admission and
withdrawal are entirely dependent on the will of the cooperants. The cooperants are
equal no matter how big they are and irrespective of their share and every cooperant
has one vote in the cooperative assembly.

The Cooperatives Act also defines some classifications of cooperatives accor-
ding to which the cooperatives can be classified according to the type of their
activity: they can be agricultural, general purpose cooperatives and specialised coo-
peratives (for production or growing of wheat, fruits, wine, beet, cattle, honey, for
domestic craft etc.), construction cooperatives, customers cooperatives, craftsmen,
health, youth, student or pupils cooperatives, as well as some other types of coopera-
tives for the production and trade of goods and services, in accord with this Act. On
the other hand, there are some other classifications based on the purpose of the coo-
perative. According to that criterion, cooperatives might be profit-orientated, which
are logically established with an objective to make the maximum profit, and non-
profit orientated, where we see basically the principle of mutual help and solidarity,
with a mere paying for the real expenses. The establishment of cooperatives is also a
question that is treated carefully so a cooperative may be established with passing
the Establishment Act. The Establishment Act is in fact the Contract of Establish-
ment which has specially predefined content.

The rise and importance of agricultural cooperatives in the development
of agriculture in Serbia

Cooperatives as a way of doing business in agriculture has a long historical
tradition and passed through many different phases. In different periods of its deve-
lopment cooperatives went through different rises and falls in both organisational
and material sense. This way of functioning was frequently challenged and suppres-

2 Article 2, Cooperatives Act, ("FR Yugoslavia Off. Gazette ", No 41/96, 12/98 and ""Republic of Ser-
bia Off. Gazette " No 101/2005 — and 34/2006)
3 Article 3, Cooperatives Act, ("FR Yugoslavia Off. Gazette ", No 41/96, 12/98 and ""Republic of Ser-
bia Off. Gazette " No. 101/2005 — and 34/2006)
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sed, but also, on the contrary, it was glorified and forced. It depended largely upon
the socio-political environment and the current situation in the country. Apart from
the significant results, cooperatives have not reached the heights that had been
expected in this region and therefore has not reached the results that would improve
the agricultural sector and contribute the economy of our country.

The formation of cooperatives is linked to the ancient forms of so-called col-
lective housefarms or house cooperatives that were based upon the bloodline relati-
onships among the members and of course, upon the common property. This type od
cooperatives was dominant for thousand of years and it existed within the Old Slavic
homeland, the Old Germanic lands and other Barbaric peoples of Northern Europe
and it is considered that it still exists in our country and some neighbouring countri-
es in a slightly different form. As opposed to the house cooperatives, which were
based on the principles of self-deficiency and settling of all the cooperative's mem-
bers, a market form of cooperative, so-called collegium appeared in the Ancient
Rome. They were established by small manufacturers. With the rise of capitalism,
we witnessed the change the role and position of this market form of agricultural
cooperative since the capitalism changed the traditional old role of country agricul-
tural production and accelerates the market economy and the commodity-monetary
relations. That is the way to introduce significant changes into the way of agricultu-
ral production and there is a strong influence on further development of agricultural
cooperatives which require further financial investments for their functioning in new
circumstances (Kostov, 2006:5-7).

The path of development of agricultural cooperatives in Serbia lasts for al-
most two centuries. On its path of development, agricultural cooperatives have pas-
sed from traditional organisations with their traditional bloodlines organisational
structure to the organisational experiments whose effects can be felt today. Looking
through the history, the development of agricultural cooperatives in Serbia moved
through several stages. The first phase of development was present in the period
between the appearance of the first cooperative to the mid-1940s (characterised by
the appearance of the first forms of association with elements of agricultural credit
cooperatives, as well as the establishment of the first credit cooperatives. The first
cooperatives in Serbia were established in 1894 in the village of Vranovo near Sme-
derevo. The next year the Association of Serbian agricultural cooperatives was fo-
unded and together with other national associations it took part in the founding of
the International Cooperative Alliance - ICA, in London, UK, in 1895. Three years
later the first Law was adopted to regulate this area. By 1900, founded there were
more than 650 craft and agricultural cooperatives founded throughout Serbia. In the
1930s the youth and student unions and cooperatives began to be formed.

The second stage in the development of agricultural cooperatives in Serbia re-
fers to the period from 1945 to the end of the 1980s, and is specific for its link with
the “Socialist transformation of agriculture" in order to prevent the "strengthening of
capitalist elements" in agriculture and the countryside. During this period in our
country so-called rural labour cooperatives (Serbian short form: SRZ) were formed
and were functioning. They were modelled on the Soviet kolkhoz model with ele-
ments of forced collectivisation of peasants. The other type were the general agri-
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cultural cooperatives (Serbian short form: OZZ) with the idea that farmers should be
included, through various forms of cooperation, in the implementation of a formal
model of "socialist reconstruction of agriculture”". Yet another type was basic orga-
nization of subcontractors (Serbian short form: OOK) which is a "metamorphosed"
primary cooperative organization (OZZ). There were also agricultural cooperatives
(ZZ) integrated in the (national) agricultural conglomerate; and reactivated agricul-
tural cooperatives...

The third phase in the development of agricultural cooperatives - from the
early 1990s until the end of the first decade of the 21st century is a kind of "post-
ZUR™ partial revitalisation of agricultural cooperatives, which overlaps with the
early stages of post-Socialist transition in Serbian agriculture. The main characteris-
tic of this phase is a missed opportunity of reaffirming genuine cooperatives as the
most massive form of association of small and medium-sized farmers, particularly
the promotion of “cooperative model" association of people who are in the process
of privatisation, who are jobless, and have certain arable land in their property in the
countryside and were encouraged to by their "severance pay" to form cooperatives.

Today's agriculture in Serbia is characterised by three basic types of business
entities: agricultural enterprises (Serbian abbreviation: PP), individual farmers (Ser-
bian abbreviation: IPG) and cooperatives (Serbian abbreviation: ZZ). Agricultural
cooperatives are the largest cooperatives in Serbia — there are 1,585 cooperatives or
66.6% of the total of 2,381 cooperatives of all types (Agencija za privredne registre,
2011). They form about 80% of the total of 6,292 employees in all types of coopera-
tives, and generate about 86% of the total income of the cooperative sector in Serbia.
Agricultural cooperatives that are classified in section A (Agriculture, hunting and
forestry) generate more than 80% of the total gross income of all cooperatives.

We must point out that in practice of cooperatives in Serbia, we can classify
agricultural cooperatives, according to the time of establishment, into two groups
(old and new) - with more sub-groups that have their own distinctive characteristics.
The old collective farms were established in the period until the end of 2000, when
the first phase of post-socialist transition of the economy in Serbia was completed.
They had lost their previous dominant significance account for about 35% of the
total number of agricultural cooperatives. Unlike them, the new cooperatives were
established in 2001 and in subsequent years of the transition of the Serbian economy
and they are the dominant type of cooperatives (902 cooperatives or 65.2%) in the
total number of agricultural cooperatives.

Among them we distinguish donated cooperatives (already existing coopera-
tives) and donor cooperatives (newly established cooperatives); family cooperatives
- whose members are from the same extended family and they operate as a "kindred-
enterprise partnerships directors — which were formed by the future directors as
holders of a cooperative process with the collected statements of their loyal co-
founders, both of these subgroups are also called "private". The last cooperatives are
called new market-orientated, mainly specialised cooperatives, formed by farmers

* Serbian-English expression roughly translated as ,,post-United Labour Act. United Labour Act was a
famous Yugoslav Socialist law that prescribed the modalities of doing legal business in SRFY. ZUR is
an abbreviation for the Serbian name of the Act: Zakon o Udruzenom Radu.
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who possess entrepreneurial culture, mainly operating on the international co-
operative values and principles. They have professional managers and represent the
preferred basis for the reaffirmation of not only agricultural cooperatives, but also
the entire cooperative organising in all economic and non-economic activities in the
territory of Serbia (Sevarli¢, Zaki¢, 2012: 5-10).

Looking at the role of cooperatives in the functioning of agricultural producti-
on in our country, we must bear in mind that this form of organised agricultural acti-
vities is characterised by the best mechanism for establishing direct links between
agricultural producers and cooperatives in the market and, as such, have great poten-
tial for stimulating rural and local economic development. On the other hand, by
encouraging rural and local economic development, cooperatives are on the right
track to revive agriculture which is, we must admit, quite underdeveloped and
backward in our country in comparison to some other countries of Europe and the
world. Cooperatives in Serbia today, as eminently suitable form of organisation of
family farms, unfortunately did have not become true organisations that operate in
the interests of the peasants but the organisations of the workers employed in them.
This image was also transferred to the cooperative guilds that do not have the per-
sonnel or even other qualities that promote the co-operative organisation and accele-
rate the reform of the existing cooperatives according the internationally established
cooperative principles. The state's failure to act in application of existing laws and
the unwillingness or obstruction to the passing of new cooperative law greatly con-
tributed to this state (Vlahovi¢, Tomi¢, Ov¢inikov, 2012:149).

Given the fact that cooperatives give manufacturers greater opportunities to
gain the additional value, and increase their revenue and security, the development
of this form of organisation of agricultural production and agricultural activities
would be very desirable in our country. The development of cooperatives in agricul-
ture in this way will lead to increasing investment in agriculture and reducing migra-
tion from country to cities. The benefits are great and the state is the one who has to
make the first step to this, so that this sector, which is primary agricultural sector in
Serbia, would eventually get adequately regulated and organised.

Therefore, the Republic of Serbia has recognised, in one moment, the need to
legally regulate this type of organised agriculture production and adopt the law that
defines and determines the status and role of agricultural cooperatives in the Repub-
lic of Serbia in order to make their functioning and operation synchronous and ana-
logous with the regulations at the level of the European Union. The legislative regu-
lation of the status and role of agricultural cooperatives in Serbia and later in the
European Union will be discussed in more detail in the section of the text before us.

The legal position and the significance of cooperatives in
the Republic of Serbia

As previously noted, the legal status of agricultural cooperatives in Serbia is
regulated by the Cooperatives Act (also known as Law on Cooperatives) of the Re-
public of Serbia, which clearly define the term, and regulates the establishment of
agricultural cooperatives, the Cooperatives Activity, acquisition and termination of
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the cooperant status, cooperative management, property issues and the termination
of the cooperative, the performance of cooperative audits, as well as other issues of
importance for the functioning of cooperatives. Cooperatives in the Republic of
Serbia are obliged to harmonise their work with the Cooperatives Act. The next
section presents the most important underlying provisions of the agricultural coope-
ratives, or issues related to the cooperative principles and values, governance in
cooperatives, cooperative property, as well as the establishment and termination of
the cooperative. Through the following sections we will look at the basics of the
legal status of cooperatives in the Republic of Serbia.

According to the Cooperatives Act of the Republic of Serbia ("Official Ga-
zette", Nos. 41/96, 12/98 and "Official Gazette of RS", no. 101/2005 - and 34/2006),
cooperatives are (in our right), in fact, legal entities participating in legal transacti-
ons, acting on its own behalf and for its own account, or in the name and on behalf
of its members. The provisions of Sections 1, 2 and 3 of the Cooperatives Act de-
termine their legal definition and determine their legal status, while their functioning
within the legal system of the Republic of Serbia will be further explained. In additi-
on, all of the previous Cooperatives Acts in the Republic of Serbia defined a coope-
rative based on the current definitions of the International Cooperative Alliance
(ICA). This definition emphasizes the voluntary nature of association, democracy in
governance and the wide scope of interests and functions of cooperatives which is
seen not only through the economic but also through the social and cultural needs
(Ministarstvo poljoprivrede, Sumarstva i vodoprivrede Republike Srpske, 2011:24).

In accordance with the recommendations, guidelines and regulations of the
International Cooperative Alliance, the principles and operation of agricultural coo-
peratives are defined. They represent one of the most important starting points for
each operation, as well as starting a cooperative. These principles will become
especially important in the forthcoming period when the cooperants or farmers will
have to adapt to demanding standards and principles of operation of cooperatives in
the EU as a common market in which cooperatives will come forward with their
products. In addition, cooperatives are based on economic interests, it means they
have to worry about the productivity of their manufacture or the production of its
members, and this cannot be achieved without respect for the principles of the func-
tioning (Ministarstvo poljoprivrede, Sumarstva i vodoprivrede Republike Srpske,
2011:26).

The specificity of agriculture cooperatives and other cooperatives that exist
in our legal system, according to the Cooperatives Act, is that each cooperative in
legal transactions is legally responsible with its entire property while there are other
situations where the obligations that cannot be settled from the assets from the assets
of the cooperative corresponding members. In this case, which, however, rarely hap-
pens, the cooperative members will respond jointly and with solidarity and at least
with the amount of their share, when the Memorandum of Association or cooperati-
ve rules does not stipulate that they should correspond to a higher average’.

5 See Articles 5,6 and 7 Cooperatives Act, ("Official Gazette of FRY", No 41/96, 12/98 and " Off.
Gazette of the ,,Republic of Serbia“ No. 101/2005 —and 34/2006)
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Viewed from a legal point of view, the cooperative is a legal entity and as
such cannot be organised as a company or other form of organisation, nor can it be
attached or connected to a company or other legal entity that is not a cooperative.
The cooperative as a legal entity has its own legal, economic and organisational
independence and the attributes of a legal entity and may be a bearer of rights and
obligations in legal transactions. It cannot be organised as a company or other form
of organisation, but it is organised by a special process and it operates on a special
"cooperative principles". That's why it is considered an an organisation "sui gene-
ris", i.e. organisation of a special kind. For the time being, the cooperative cannot be
acquired or merged with other neither companies nor legal entities that are not com-
panies (Vasic, 1998:19).

The Cooperatives Act legally regulates the issues of establishing cooperative
so according to the provisions of Art. 9 of this law, agricultural cooperatives can be
established by at least ten workers and other individuals who have owned land or
used land by some other basis, or used any facilities or equipment for work in agri-
culture where it was made compulsory to make the foundation agreement in writing,
as a founding act to be signed by founders of the cooperative.

The Cooperatives Act regulates the content of the founding act as a very im-
portant issue and a matter of law, because this act clearly defines how the general
legal issue should be treated, ranging from the name and location of the cooperative,
the names, occupations and addresses of the founders, the name of the person who
will perform the duties of temporary executive body and the very important issues
related to Cooperatives Activities, such as the amounts of funds needed for the esta-
blishment of a cooperative manner and how to secure these funds, the issue of
responsibility for the obligations of its member cooperants and of course all the ot-
her issues of importance for the establishment of cooperatives.”

A very important item in a legally valid functioning of agricultural cooperati-
ves is passing of the (initial, founding) cooperative rules at the founding meeting
where these rules are adopted and approved by a majority vote of the founder. At the
founding meeting there will be held the election for the ruling body of the cooperati-
ve, unless the founders of the cooperative decide that the election of the cooperative
should be performed within a specified period, but not later than 30 days from the
date of the legal founding assembly. By entering into the court registry it is conside-
red that the establishment of cooperatives is legally regulated and it is finally estab-
lished, so the individuals - the founders of the cooperative, so-called co-operants,
acquired the status of its members.

Questions of the co-operant’s’ status, the acquisition and cessation of its
members’ status are regulated by Articles 15-25 of the Cooperatives Act. According
to the law, the status of its members can be acquired by the individuals who meet the
requirements stated for founders and they can get the status if they require it and if
they fill the access statement by which a signatory accepts their rights, obligations
and responsibilities of its members, laid by the foundation agreement, or by coopera-

® Art. 11 Cooperatives Act, ("FR Yugoslavia Off. Gazette ", No 41/96, 12/98 and ""Republic of Serbia
Off. Gazette " No. 101/2005 — and 34/2006)
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tive rules. When it comes to the termination of the status of its members, the status
of its members shall cease by resignation, expulsion from the cooperative, the death
of members or the dissolution of the collective farms and also the date of terminati-
on of the status of its members will terminate the rights and obligations of its mem-
bers, with the exception of property rights and obligations established by the Memo-
randum of Association, the cooperative rules and the aforementioned Act.”

Like any organisation, cooperatives have a clearly defined organisational
structure and management system defined by the cooperative members who have
equal voting rights (one co-operant, one vote). The organisational structure of coo-
peratives consists of: the Assembly, Board of directors, Supervisory board and Di-
rector of the cooperative. In addition, Article 30 of the Cooperatives Act also provi-
ded that the President and Members of the Board, Director of the Cooperative, the
President and Members of the Supervisory Board are all elected for the time specifi-
ed by the cooperative rules, which may not be longer than five years, with the
possibility of re-election.

Thus, in the work of all bodies participating cooperatives, all members have
the opportunity to participate through the General Meeting by example in adopting
cooperative rules, like the rule of the commercial policy of the cooperative, as well
as to decide on status changes and termination of the cooperative or the adoption of
development plans. On the other hand, by participation in the work of the board of
the cooperative (the board is the body that all the cooperatives that consist of more
than 20 members have, and they are made by five members from the cooperative),
the cooperative members may implement the policies of the cooperatives or prepare
draft decisions for the cooperative assembly and carry out the decisions of the
Assembly. The members of the Supervisory Board are also elected among the coo-
perative members and primarily supervise the work of the Board and Director, as
well as over the periodic and annual accounts, but also they determine whether these
decisions are made in accordance with regulations.®

Unfortunately, thoughtful functioning and the desired capabilities of its mem-
bers to participate in the work of the cooperative, in practice, do not function as desi-
red. Although it can be concluded that the participation of the members of the coo-
perative in the activities of agricultural cooperatives is not satisfactory, especially
considering the attitude of a large number of cooperative members in Serbia that
they cannot be involved in making important decisions for the cooperative, it can be
noticed that the co-operates in our agricultural cooperatives, according to their per-
sonal views, have a significant influence to the functioning of the cooperative.

However, although the presence of its members at meetings in agricultural
cooperatives in Serbia cannot (reasonably) be evaluated as a positive, it should be
noted that this is not the case only in our cooperatives. In fact, despite the need to
motivate cooperative members to actively contribute to the work of cooperatives,
farmers' cooperatives in the world also do not record a high attendance of their

7 Further reading in: Article 15-25 Cooperatives Act, ("FR Yugoslavia Off. Gazette ", No 41/96, 12/98
and ""Republic of Serbia Off. Gazette " No. 101/2005 — and 34/2006)

8 Further reading in: Articles 31-43 Cooperatives Act, ("FR Yugoslavia Off. Gazette ", No 41/96, 12/98
and "Republic of Serbia Off. Gazette " No. 101/2005 — and 34/2006)
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members at meetings nor the willingness to participate in the governing bodies of
the cooperatives. This participation is certainly desirable from the aspect of impro-
ving their status and their role in the functioning of cooperatives, since the participa-
tion of its members in the work of the cooperative may have a multi-point advanta-
ge, having in mind that the cooperants are in a position to express their views on the
future business activities of agricultural cooperatives. Obviously, there are signifi-
cant barriers to this scenario, which are primarily reflected in a reduced volume of
business of agricultural cooperatives, the lack of capital for the expansion of existing
and new start-ups and finally, the insufficient participation of its members in the
work of the cooperative, which is manifested both in their involvement in the mana-
gement of the cooperative, and in the absence of commitment, i.e. the maximum
business for them is done exclusively with the cooperative and no further, not within
it (Sevarli¢, Kozenko, 2012:5-8).

Property issues of the cooperatives are also the questions that the Cooperati-
ves Act legally regulates, and this issue requires special attention. According to the
Art. 49 of the Act, the property consists of the cooperative ownership right over
movable and immovable property, funds and securities (cooperative ownership) and
other proprietary rights. Cooperative ownership is formed from a share of its mem-
bers which have been transferred to the ownership of the cooperative or cooperative
membership fees, funds generated from operations and the operations of the coope-
rative and the cooperative funds acquired by other means. In carrying out its activiti-
es, the cooperative uses cooperative property, and on the basis of other property
rights it may be use and assets owned by the co-operants, as well as funds from other
domestic and foreign legal entities and persons. The cooperative possesses its assets
in the manner prescribed by law, the Articles of Association or cooperative rules if
not stated otherwise.

The Act specifically regulates the issue of termination of the cooperative, so a
cooperative ceases to exist if there is an imposed prohibition on activities because
they do not meet the conditions for work, within the time specified in restricting it
did not meet these conditions, or it did not change its activity. On the other hand, by
merging with another cooperative, by the cooperative second merger or by a division
of a cooperative into several new cooperatives, a cooperative also ceases to exist. In
addition, the cooperative ceases to exist upon the expiration of the time for which it
was established, or if there is a cessation of existence of the other natural conditions
required for conducting a cooperative. Of course, in the Cooperative law of the Re-
public of Serbia, there are situations when a cooperative does not perform its activity
for more than two consecutive years, or if it is declared bankrupt or if there is a ces-
sation of cooperatives which exist in other cases stipulated by law.

In the previous part of this paper we considered briefly the basic settings and
provisions governing the status and functioning of agricultural cooperatives in the
Republic of Serbia. However, the mere statutory regulation is not enough to improve
the functioning and complete arranging of thins in this area. Therefore, the decision-
makers in our country must start the realistic thinking about the agricultural coopera-
tives, they must focus and they must set the general guidelines and the legal princi-
ples for the cooperatives, based on the development of critical scientific review of
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current professional development and assessment of the current situation in agricul-
tural cooperatives, perceiving the necessities of association of farmers in cooperati-
ves at both local and the national level. In addition, it is necessary to harmonise the
legislation with the regulations, in terms of the cooperative law in neighboring coun-
tries, especially EU member states. It includes the inclusion of agricultural coopera-
tives in Serbia in the European integration process in order to adapt to the impacts of
globalisation of agricultural production, which is the overall process which affects
all areas of human living and working conditions. In addition, the adjustment of
market liberalisation of agricultural and food products markets, as well as harmoni-
sation reforms in the cooperative movement in general, and particularly in the agri-
cultural sector of Serbia have to be made in order to meet the cooperative tendencies
in Europe and, above all, to meet the tendencies the world needs. It is necessary to
make it a priority and it is an indispensable component of the process of improving
the functioning and the process of improving the role of agricultural cooperatives in
agricultural activities in the country (Skori¢, 2012:208).

In the part of the work that follows, the authors will briefly address the situa-
tion and the importance of cooperatives in the European Union, precisely with the
objective to analyze the position of cooperatives in Serbia in regard to European
Union.

European Union Common Agricultural Policy

Agriculture is the activity in which the unified policy of the Union, central
management and finance is present to a large extend during the last 50 years. Crea-
tion and implementation of Common Agricultural Policy (CAP) in European Union
is the first successful attempt to practice common policy in different countries (Fen-
nell, 1997). The importance of agriculture to the EU can be observed from several
data that illustrate its role and place in the economy of this community. Agricultural
and food industry provide over 15 million workplaces in the EU, accounting for
8.3% of all employed citizens of the Union. This is the average size for the entire
EU, which varies significantly from one country to another. In the so-called "old"
EU member states the average value is 4%, while in the "new" Member States over
12% of employees are engaged in agriculture and food industry. Agricultural pro-
duction participates in the GDP of the European countries with 2-3%, but in countri-
es such as Bulgaria and Romania it can amount to up to 10% of the national GDP.
The total production value of the agricultural sector in 2008 was estimated at 635
billion EUR (European Commission, 2012).

The Common Agricultural Policy has been recognizing the important role of
agricultural cooperatives for the rural EU and has been supportive in several ways.
The Common Market Organisation of particular agricultural products has been cru-
cial in enabling a more efficient coordination of the respective supply chains. It is
important that the national and especially the European institutions keep learning
and adjusting their policy instruments (European Commission, 2012b:14).

Fighting difficulties in Eurozone as a result of global crisis, next reform of the
CAP that should be implemented from 2014 opens opportunity to use its budget in
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next period (2014-2020) as a contribution to stronger fiscal discipline in member
countries (Tangermann, 2011). Newest CAP reform continues trend to encourage
and finance environmental protection projects, among other instruments with ma-
king one third of direct per-hectare payments directly connected with agricultural
practices that are beneficial for the environment. It also aims to redistribute per-
hectare payments from countries with currently higher payments to those who recei-
ve less stimulation, as well as distribution of funds more in favor of small farms in
order to achieve better equity among producers (Adinolfi, Little, Massot, 2011).
External factors strongly influence CAP reform process.

According to authors Zambor (Jambor) i Harvi (Harvey), there are four major
institutional factors that have important impact to CAP:

a) EU budget — main problem is financing of the Pillar 1 exclusively from the EU budget,
in contrast to all other European policies, that are partly financed from national budgets
of member countries. Also, there are voices that argue that there are other policies than
agriculture that deserve more budget financing, such as common security, climate chan-
ge or energy resources;

b) WTO negotiations — external pressure regarding international trade in agricultural pro-
ducts and financing of domestic farming and production in EU has always been present;

¢) EU competition law and practice for regulation competition between member states —
main problem is preventing member states to take advantage in financing domestic far-
mers at expense of the others Union members;

d) Lisbon Treaty — as a result of this agreement, both EU and national parliaments have
stronger and more direct control over common policies, including CAP (Jambor,
Harvey, 2010:11-13).

Legal positions and the significance of the cooperatives in
the European Union

The European Union (EU) represents a totally new creation in international
law and international relations, which differs from the classical international organi-
sations for its elements of transnationality. Therefore, the EU regulations are the
basis from which we need to derive the provisions of national legislations and with
which they are reconciled, in all relevant areas of interest. One of the areas in which
the European Union has achieved quite a lot and in the right way is the legal regula-
tion of the functioning of the cooperative, and this area represents an area of distinct
and separate competences of the European Union members. The divided jurisdiction
means that the European Union is implementing laws in the field of cooperatives,
and the Member States have no right to intervene at the same time.

In the final stage of creating a single market, on which the agricultural pro-
ducts from the EU will be places (the fundamental contours of this unified market
were announced more than five decades ago), the European Union foresaw a
complex set of measures at both the institutional and economic as well as technolo-
gical and organisational plan, to legally regulate the area of cooperatives in agricul-
ture. By the implementation of these measures we should get the established condi-
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tions for the smooth movement of material goods and factors of production,
knowledge, labour and capital, across the entire territory of Europe. The agricultural
sector from the beginning had a specific position and treatment in these processes.
Often, it was also a determinant of the dynamics and intensity of the integration
process as a whole. This role is not absent even today, but it changed a lot,
especially with significantly changed conditions and the strategy which includes
development of new targets and mechanisms.

The agriculture and food industry of the EU represent a unique strategic
system and therefore there is a unique legal regulation of these areas in the EU and
in all Member States. The role and importance of the sector in the overall economy
of the EU (despite the fall in relative terms), is reflected in a vital importance in
ensuring the population's health, rural development and protection of living space. It
has a special meaning having in mind that the European Union represents a market
of several hundred million consumers who are willing to spend almost a quarter of
their earnings on food.

The primary agricultural production sector employs about 2% of the labour
force, contributing to more than 4% of GDP in the EU. All displayed segments of
the food system of the EU employ about 20% of the labor force and produce more
than 10% of GDP, which says enough in favour of the importance of regulation of
this area, from a legal point of view. Having in mind that, worldwide, number of
different types of cooperatives was formed, the International Cooperative Alliance
(ICA) established seven basic rules originally which defined cooperative enterprise
and what they were supposed to represent. The world has recognized that cooperati-
ves are small and medium enterprises that can have a major impact on the economic
and social structure of the country. In addition, the level of development of coopera-
tives is determined by socio-economic conditions and by an institutional environ-
ment.

Agricultural cooperatives in some European countries have certain peculiariti-
es and differences as a result of various economic, productive and social conditions
in which the cooperatives were created and have developed. Anyway, in all develo-
ped European countries, the cooperatives were built on the same legal basis concer-
ning questions of their inner organisation, management and operations. No matter
what political and general development in the countries affected the changes in the
cooperative movement, certain common properties of reciprocity have still not
significantly changed (Mataga, Papes, Petak, 2005:216).

Thus, the cooperatives around the world, including in the EU, are built on the

following principles and values:

1. Voluntary and open membership.
. Democratic control by cooperants.
. Economic participation of its members.
. Autonomy and Independence of a Cooperative.
. Education, Training and Information.
. Collaboration with other cooperatives.
. Caring for the community.

~N N Lk W
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The recent economic and business practice shows that in certain countries and
in certain sectors of the EU, the cooperatives retain a significant role in the econo-
mic system. The model of cooperative structures varies between different Member
States and is the mostly dependent on the achieved level of economic development
(Bogdanov, Beuk, Pirusi¢, Davidovi¢, 2012:9).

Conclusion

In the end, this paper has tried to show the importance and relevance of legal
regulation of the functioning and operations of agricultural cooperatives in our
country. Given the importance of agricultural activities, especially in our country,
the legal regulation of cooperatives stands out as a necessity. The Law on Coopera-
tives (The Cooperatives Act) of the Republic of Serbia, as the primary law regula-
ting this issue is fully consistent with the basic principles of cooperatives in the Eu-
ropean Union.

At the EU level, the European Commission, as the primary organ of the Union
clearly highlights the great social and cultural significance of cooperatives and
legally defines and regulates their functioning and operation. In addition, the fact
that at the level of the European Union, there are about 300,000 cooperatives that
provide about 4.8 million jobs, points to the importance of clear and precise legal
regulation of their operations and functioning of the adequate level of the entire Eu-
ropean Union, as well as all national legislations.

The analysis and discussion of the role of cooperatives at the EU level has
prompted the increasing interest in agricultural cooperatives, after in 2003 the Regu-
lation for a Statute for a European Cooperative Society (SCE) was passed. The Eu-
ropean Commission emphasizes that the adoption of the aforementioned Act does
not enhance enough the cooperative opportunities, as they are not sufficiently
exploited and their usefulness has yet to be demonstrated at national and European
level after its adoption. All in all, this special attention should be directed towards
the new member states and the candidate countries (the accession countries), inclu-
ding the Republic of Serbia. In these countries, including our country, despite
extensive reforms, the potential of cooperatives is not used properly. The SCE Statu-
te could be useful for the development of cooperatives in developing regions and the
New Member States. The European SCE Statute provides a state of the art of inter-
nal governance, but it is a top-down and has a “one size, fits all” approach that in its
current form is too complex to apply for small start-up cooperatives; at best, the
current SCE Statute could function as a model act for national legislation that will be
needed in the coming decades given the evolution of the cooperative law, the diffe-
rences in cooperative business cultures and the differences in challenges facing coo-
peratives in each of the Member States (Bijman et al, 2012:103).

The acceptance of this Statute for a European Cooperative commits the mem-
ber states to adopt measures to implement and incorporate into their national regula-
tions some provisions of the Directive to the workers involved in the decision-
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making process of SCE. The European Commission considers that this is a good
benefit for the national governments and investors to pile on initiatives to improve
cooperative legislation and create a more favourable environment for their develop-
ment. Republic of Serbia on its path towards the European Union is bound to meet
these tasks if it wants to become part of unique agricultural markets and to improve
its agricultural cooperatives and the approaches to the legal and organisational sta-
ndards of the European Union, which is certainly an imperative.
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ITPABHHU CTATYC, YJIOT'A U 3HAYAJ IIOJbOIIPUBPETHUX 3A-
JAPYT'A'Y CPBUJU N Y EBPOIICKOJ YHUJHU

Casxicemak: 1lossonipuBpeiHe 3a7pyre MPEACTaBibajy M3y3€THO BaKaH MOAET (YyHK-
LOHKCabha MOJFOIIPUBPEAHE TIPOU3BO/IHHE, KOjU je To3HaT oJ] AaBHUHA. O cTBapama MpBUX
o0nnka 3aapyra, JI0 JaHallber JaHa, HTEPECOBabe 3a 33aJpyre U BUXOB Paj je KyJIMHHH-
pajio y IepHuo.ly BeJIMKe EKOHOMCKE KpH3e, Ka/1a je IOHOBO ""OTKpHBEHA'" MPEeIHOCT 331pyra 1
BUXO0B NOTeHIMjall. Be3a n3mely 3aapyra u pypanHor pa3Boja je Beoma 3HauajHa jep yInpaBo
UCTE JIOTIPHHOCE MCIYHEHhY INJbEBa PErHOHAIIHE €KOHOMH]E U jaBHE IOJIMTHKE, Kao U IO-
OoJsplIarby pypaliHe KOHKYPEHTHOCTH M OIP)KUBOCTH JKMBOTHE cpeiuHe. Pa3Boj u yHan-
peheme mossonpuBpenHux 3aapyra y CpOuju M mMpoM cBeTa je BeoMa BakaH MPAaKTHYaH
3aJIaTaKk 3aCHOBAH Ha IMOLITOBAaY MPUHLMIA ITOJHONPUBPEIHNAX 33Apyra W IOCTaBJEEHUX
cranaapna EBporncke yuuje u MelyyHapoasor 3aapyxHor caBesa- VLA, y urje ocHUBaE je
YKJBYUYEHO U Y ApYKeHe CPIICKHUX MOJbONPUBPEAHHX 3apYTra, 3ajeIHO ca APyTrHM Hal[HOHAJ-
HUM yapyxemnuma y Jlonmony. OBaj pax pasMaTpa 3Hauaj M yJIOTY 3apyra y MOAEpHO] I10-
JbOIPUBPEIH, KA0 ¥ OCHOBHE NMPHHLIUIIE BUXOBOT paja. CTaTyc NOJbONPUBPEAHUX 3apyTa y
Peny6nuin Cpouju u Ha HEBOY EY cy mpeaMer AUCKyCHje U aHaIu3€e Koja CIeIu.

Kayune peuu: 3anpyra, noJbonpuBpeia, 3akoH o 3aapyrama, EBporicka yHuja
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