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Introduction

Over the last dozen years, a notion of an economic resource has been re-evaluated. More-
over, the importance of knowledge, creativity, innovation and entrepreneurship has in-
creased. Nowadays, these have become critical factors in the development of enterprises,
local environments, regions and the entire national economy (Janasz, 2004; Rak, 2006;
Sikorska-Wolak, Krzyzanowska, 2010).

Entrepreneurship, both in agricultural and non-agricultural activities, is an integral
part of and condition for rural development. For the most part, it results from a policy
of multifunctional rural development. It is treated by many authors as a fundamental
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element in the process of sustainable development in rural areas, as a result of which
changes occur in the socio-occupational structure of rural residents, and consequently
the scale and effects of unemployment are reduced (Duczkowska-Piasecka, 1998; Hunek,
1995; Kawa, 2005; Rak, 2006).

Developing entrepreneurship among farmers is an essential issue for the entire econ-
omy because it generates benefits for the farmer, stimulates greater activity, enhances the
imitation of other sectors, and increases agricultural production level. It should be em-
phasised that in rural environments, entrepreneurship is understood mainly as an activity
aimed at earning money.

One manifestation of rural entrepreneurship is the association of farmers into pro-
ducer groups. According to J. Malysz (1996), the idea of collective action plays an in-
creasingly important role in the modern world and agricultural producer groups are an
essential element of the structure of a well-functioning agricultural market. They play
essential roles in the agricultural product marketing system, and at the same time, con-
stitute one of the most important ways of gaining a competitive advantage for a farm
(Chlebicka, Fatkowski, Wotek, 2008; Lemanowicz, 2004; Hasinski, 2010; Szpon, 2007;
Tomeczak, 2009; Zawisza, Szkatulski, 2010; Zielinska-Szczepkowska, Kisiel, 2016).

The exploration of these issues aims to analyse the conditions for the development of
rural entrepreneurship and the functioning of integration processes in agriculture based
on Poland’s agricultural producer groups. This exploration is presented as a social science
topic, and several research questions are posed:

= What are the foundations of integration processes in agriculture?
= How do agricultural producer groups operate in Poland today?
= What are the goals, motives and effects of these groups?

The research methods used in the evaluation include a comparative and descriptive
analysis of the literature, an analysis of legal structures and secondary sources of informa-
tion, mainly from the Agency for the Restructuring and Modernization of Agriculture (Pol.
Agencja Restrukturyzacji i Modernizacji Rolnictwa). In the presentation of the research re-
sults, descriptive-analytical, dynamic-comparative and statistical methods are used. For the
sake of clarity of interpretation, the statistical material is presented in tabular summaries.

The first part presents the idea of integration processes (definition and historical per-
spective), while the second outlines the current state and level of development of ag-
ricultural producer groups and the goals and benefits of collective activity. The issues
discussed will constitute a starting point for further in-depth research.

The idea of agricultural integration: definition and historical approach

Integration is a concept denoting processes combining the activities of various economic
entities. The concept is applied to advanced institutional and material links, while their
initial stages are treated more simply as cooperation. There are two primary forms of inte-
gration, vertical and horizontal, although sometimes diagonal is discussed (Wyrzykows-
ka, 2004). Horizontal integration consists in the gradual joining of interdependent eco-
nomic units and tightening the links between them, while vertical integration consists in
combining independent economic entities from various phases of the production and
distribution process (Malysz, 1996; Zalewski, 1989). The main tasks of integration in the
food industry, agriculture and trade, are primarily:
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a) increasing the efficiency of production and sales, e.g. by adjusting supply (quantity,
quality and place) to the consumers’ requirements,

b) reducing risk by guaranteeing the supply of the factors of production to the parti-
cipants of the integrated process of food production, sale of raw materials and final
food products,

¢) improving the market position of individual participants (Laskowska, Pienigzek,
Zdyb, 1987).

The concept of a producer group is integral to the essence of competitiveness con-
cerning agricultural production and trade in agricultural products. One of the first defini-
tions explaining the essence of agricultural producer groups’ functioning was formulated
by Malysz (1996: 13-14). In his opinion, “a producer group is an association established
on a voluntary and bottom-up basis to sell its produce collectively.” K. Kubiak (1997: 25)
similarly defines a producer group, “producer organisations (unions, groups) are free
associations established to conduct joint activities, most often selling their production”.
This author also emphasises the entirely voluntary and bottom-up nature of such produc-
er groups. According to W. Boguta (2006: 10), “the modern concept of a producer group
is nothing less than cooperatives associating agricultural producers, established for joint
sales”. E. Pudelkiewicz (1999) emphasises that a producer group’s primary task is to carry
out joint production of one or more types of goods and, after appropriate preparation
and standardisation, sell large batches at favourable prices. This cooperation covers four
agricultural activity areas: supply of produce, the production itself, marketing and the
common use of machinery.

The legal definition is regulated by the law of 15 September 2000 on agricultural pro-
ducer groups and their association. It strictly defines the principles and conditions for
granting financial aid from public funds related to their organisation and operation. It is
based on a long-standing economic tradition of farmer cooperation and defines the rules
for organising agricultural producers into groups and their registration procedure. These
issues are also regulated from 19 April 2016 by the Ministry of Agriculture and Rural
Development based on a list of products and producer groups.

Based on these definitions, it can be concluded that agricultural producers’ organi-
sation into groups is entrepreneurial behaviour. Farmers adopt active attitudes to adapt
their farms to constantly changing market conditions (Nowak, Gasior, 2017; Podniesienie
konkurencyjnosci..., 2012; Zawisza, Szkatulski 2010).

Entrepreneurship among farmers is a historical phenomenon. Peasants always dis-
played certain elements characteristic of entrepreneurship resulting from the specifi-
city of agriculture, family farm or local rural community. In the past, neighbourly help
was intensively used to exchange human resources, tools and machines and, with the
development of technology and the organisation of agricultural production, more ad-
vanced forms of cooperation have developed (Prus, Wawrzyniak, 2010; Sikorska-Wolak,
Krzyzanowska, 2010).

Therefore, collective activity in rural areas has a long tradition. The first forms of
agricultural cooperation, existing in the period of serfdom, include rural grain stores,
loan and savings institutions (so-called carbony), various forms of neighbourly self-
help, and the introduction of ideas of progress in peasant agriculture, and others
(Parzonko, 2010). Cooperation between farmers organised by themselves and not
landowners appeared after serfdom was abolished. Usually, these took the form of
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agricultural ‘circles” and later, these significantly impacted peasant cooperatives’ for-
mation (Janczyk, 1976).

Associations of producer and marketing groups and machine-sharing were among
the earliest forms of farmers’ organisation, first in the EEC and then in the EU. In Poland,
producer groups appeared in the early 1990s in connection with the economic trans-
formation, which had become particularly difficult for agriculture. In the conditions of
a command-and-control economy, agricultural producers were assured of their products’
sale while the entire sphere of economic life in the countryside and social life was often
organised by the commune cooperative (Gotaszewska, 2004; Oleszko-Kurzyna, 2007; Pu-
delkiewicz, 1999). Between 1990 and 2000, Agricultural Advisory Centres also took active
steps to integrate agricultural producers. While the idea of establishing producer groups
arose in the early 1990s, it was only at the end of the decade that they became standard.
It resulted from an increasing awareness of farmers’ necessity to take such action to im-
prove their competitive position on the market.

The emerging groups of agricultural producers started their activities without specific
legislation on organising collective forms of management. Only the law on agricultural
producer groups and associations at the end of 2000 and the Ministry of Agriculture and
Rural Development’s relevant regulations made it possible to start the economic process
of integration.

The current state and development of agricultural producer groups in Poland

Agricultural producer groups operate based on the provisions of the EU and national law.
The primary acts regulating the essence of the creation and functioning of agricultural
producer groups are:
= Regulation No 1305/2013 of the European Parliament and the EU Council of 17 De-
cember 2013 on support by the European Agricultural Fund for Rural Development
(EAFRD) and repealing Regulation (EC) No 1698/2005;
= Act of 20 February 2015 on supporting rural development with the participation of
the European Agricultural Fund for Rural Development under the Rural Develop-
ment Program for 2014-2020 (Journal of Laws of 2015, item 349, as amended);
= Act of 27 May 2015 on financing the common agricultural policy (Journal of Laws of
2015, item 1130);
= Ordinance of the Ministry of Agriculture and Rural Development of 2 August 2016 on
the detailed conditions and procedure for granting payment and return of financial
aid for the creation of producer groups and producer organisations covered by the
Rural Development Program for 2014-2020 (Journal of Laws of 2016, item 1284);
= Act of 15 September 2000 on agricultural producer groups and their associations and
the amendment of other acts (Journal of Laws No. 88, item 983, as amended);
= Ordinance of the Ministry of Agriculture and Rural Development of 19 April 2016 on
the list of products and producer groups which may be created, the minimum annual
volume of commercial production and the minimum number of members of the gro-
up (Journal of Laws of 2016, item 577);
= Regulation of the Ministry of Agriculture and Rural Development of 18 February 2016
on the requirements to be met by a business plan for an agricultural producer group
(Journal of Laws of 2016, item 237);
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= Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring certain types of

aid compatible with the internal market according to Art. 107 and 108 of the Treaty.

Agricultural producers may collaborate (as a group) in a legal form of their choice,
i.e. an association, cooperative or capital company (limited liability or joint-stock). Cur-
rently, in Poland, the vast majority are cooperatives (61.7%), followed by limited liability
companies (34.8%), and only 3.5% are associations (Table 1). The vast majority of pro-
ducer groups currently operating have between 5 and 9 members. The essence of com-
panies, cooperatives or other collective forms of running a business is the combination
of dispersed (individual) capital and knowledge to achieve expected benefits (Kubiak,
1997; Lobos-Kotowska, 2003; Szalczyk, 1999). In this context, the economic motives for
creating such groups of agricultural producers should be considered. In addition to the
potential benefits resulting from cooperation, groups can also count on additional finan-
cial support from the EU funds (Zochowska, 2016; Warmirska, 2017).

As of the end of September 2020, there were 740 producer groups in Poland (Table 1).
It is worth adding that every third group was established in Wielkopolskie Voivodeship
(253 producer groups) with the lowest in the Swietokrzyskie (3) and Slaskie (9) voivode-
ships. It is not the number but the size and specialisation of farms that significantly im-
pact farmers’ cooperation.

Table 1. Number and legal forms of agricultural producer groups in Poland

Agricultural producer groups Legal form
Voivodeships t.otal registered 31 Sscf(fber l.imi.t.ed . L.
in 2001-2020* 2020 liability | cooperative | association
company
number | % |number| %

Dolno$laskie 210 9.7 66 9.0 55 9 2
Kujawsko-pomorskie 187 8.6 45 6.1 28 17 -
Lubelskie 54 2.5 14 1.9 4 7 3
Lubuskie 85 3.9 20 2.6 12 7 1
Lédzkie 120 5.6 86 11.7 7 79 -
Malopolskie 27 1.3 12 1.6 3 6 3
Mazowieckie 120 5.6 68 9.2 33 26 9
Opolskie 190 8.6 75 10.0 32 43 -
Podkarpackie 62 2.9 22 3.0 4 16 2
Podlaskie 52 2.4 11 1.5 6 4 1
Pomorskie 105 4.9 25 3.4 18 7 -
Slaskie 37 1.7 9 1.2 6 3 -
Swietokrzyskie 21 0.9 3 0.4 2 - 1
g:;‘:;;‘ﬁi‘o 120 | 56| 17 | 23 7 10 -
Wielkopolskie 678 31.2 253 34.2 28 221 4
Zachodniopomorskie 100 4.6 14 1.9 12 2 -
Total 2168 100 740 100 257 457 26

* The data are for the number of agricultural producer groups registered as of 31 October 2020

Source: author based on registers of agricultural producer groups kept by the Agency for Restructuring and
Modernization of Agriculture (Agencja Restruktruryzacji i Modernizacji Rolnictwa (2020, 6 September)
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Currently, 737 agricultural producer groups operate in Poland, with producers of pigs
(live pigs, piglets, weaners, pork meat - fresh and chilled) constituting 38.6% and produc-
ers of cereals oilseeds, mainly rapeseed, 26.7% (Table 3). Figures for producers of milk
were 10.0% (cow, sheep, goat milk), poultry (live poultry, fresh and frozen meat) at 8.7%,
and cattle (livestock and beef) at 6.9%. Single groups dealt with the cultivation of plants
intended for herbal and pharmaceutical production and breeding rabbits.

Table 3. Agricultural producer groups in Poland by produce (as of 31 October 2020)

Producer groups
2=
2|2
° p—
28 | g & 18 Zg
. . ERAR AR AR B 0|5 |88 »
Voivodeships B2l S| 2|35 % 22| %l ¥|§ (225 S| 5
5| S| S| 5 8|8 5| EIREEEE
o o © B0 1 Q ™ 5 |S alg a| O
ST 3|8 Sl |85
5 | g
[ i
o |©
Dolno$lgskie 46 | 10| 4| - | - - | - 2 - -
Kujawsko-pomorskie | 14 4| - 1| 14| 5| 2| -| 3| - | - 1 1
Lubelskie 30 - | - 3 - -1 -1- 1| - - -
Lubuskie 10| - | - - 2 -| 6 1 1 - - -
Lodzkie 1 1| - -1 73 1 2 1 6| - 1| - -
Malopolskie 41 - | - 21 2| -| 3 Y - -
Mazowieckie 5 1| - - 34| 1| 14| 2| 11| - | - - -
Opolskie 40 2 3 -1 21 1 5 2 -1 - - 1] -
Podkarpackie 12 1 - 1 3 1| 3 - | - | - - -
Podlaskie 2 - - 1 1| - 50 2| -| 1| - - | -
Pomorskie 5 1l - | - 8 1 6| -| 3| - - 1| -
Slaskie 20 - | - - 1 - 301 2 - - | - | -
Swietokrzyskie - - | - | - | - 2 - - - | - - -
Warm1n§ko— 6l | - | - 3l 2| sl - - ~ ~ B
mazurskie
Wielkopolskie 33 3 9| -] 118| 39 7 1| 42| - - - 1
Zachodniopomorskie | 12| - | - | - | - | - 1| - Il - | - - -
Total 195| 23| 16 9| 287 52| 64| 11| 72 4 2 3 2

Source: author based on registers of agricultural producer groups kept by the Agency for Restructuring and
Modernization of Agriculture (Agencja Restruktruryzacji i Modernizacji Rolnictwa, 2020, 6 September)

Goals, motives and effects of the collective activity of agricultural producers

Experience to date shows that collective economic activity in agriculture is conditioned
by multiple endogenous factors (which describe farmers and their farms) and exogenous
factors (impulses coming from immediate and more distant surroundings).
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When deciding on group entrepreneurship, farmers are most often guided by mo-
tives to achieve a stable situation in complex farming conditions or even maintain an
association for the future. Such a situation was found in breakthrough moments. One
of them was the economic transformation when the liberation of agricultural markets
brought large fluctuations in prices for agricultural produce and means of production,
problems with selling farm produce, and maladjustment in terms of quality and quantity
to the requirements of agri-food enterprises. Another one was Poland’s accession to the
EU which forced agricultural producers to introduce several changes to adjust to the EU
requirements (Kania, Bogusz, 2009; Krzyminiewska, 2006; Parzonko, 2010).

The main goal of each group of producers (Table 4) is to introduce products from the
farms of its members to the market, while the specific rules of the group’s operation allow
for payment in proportion to the level of shared services used (Kania, 2008; Krzyzanows-
ka, 2001; Wiatrak, 2006; Zawisza, Szkatulski, 2010; see Table 4). For economic reasons,
two general goals can be formulated: striving to achieve long-term economic benefits (in-
crease in income) for individual agricultural producers through collective activities and
the use of flat-rate financial aid from the EU funds depending on sales volume (Goszka,
2010; Sieminski, Zukovskis, Senkus, 2018).

Among the crucial goals for creating producer groups, the following need to be men-
tioned: establishing cooperative groups to take over various links of the technological
process using the experience of individual producers; conducting joint investments that
usually exceed the capabilities of a single producer; performing integrated agricultural
production (in terms of area, animal breeds, crop varieties, and others); as well as creat-
ing marketing channels integrated with agri-food processing enterprises (Boguta, 2006;
Chordéb, 2010; Mierzwa, 2007).

The main effects of agricultural group entrepreneurship include increasing the alloca-
tion of resources, reducing production costs thanks to economies of scale and scope, and
obtaining greater bargaining power by consolidating the efforts of all producers (Makar-
ski, 2000; Halicka, Rejman, 2001; Turski, Witostaw, 2004; Chlebicka, 2011; Promocja
tworzenia... 2011). Horizontal integration in agriculture also contributes to better use of
available resources and increases human capital. Farm owners, acting as a group, have
easier access to market and scientific information, external financing sources and great-
er investment opportunities (Zawisza, 2010; Nowak, Gasior, 2017; Koztowska-Burdziak,
Przygodzka, 2019).

Table 4. Goals and effects of agricultural producer groups

Objectives of agricultural producer groups Effects of agricultural producer groups

— jointly selling products or groups of farm
produce of the group members

- creating cooperative groups that take
over various links of the technological
process, using the experience of individual
producers

- improvement of management efficiency
- integrated agricultural production (in
terms of area, breeds, varieties etc.)

- adapting agricultural production to
market conditions

limiting the number of intermediaries

a single manager

reducing the costs of agricultural
production,

having a larger and uniform batch of high-
quality goods

joint (wholesale) purchase of production
means cheaper fertilisers, plant protection
chemicals, transport, etc.

joint preparation of appropriate batches of
products (storage, drying, packaging and
labelling)
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joint supply of working assets for current building permanent cooperative relations

agricultural production with consumers ready to pay a higher
- organising collective storage activities price for products with established quality
- supply concentration standards, ensuring continuity of deliveries
- increasing farmers’ income by reducing of a specific batch size
costs, planning and preparing large, - partnership cooperation, resulting in the
homogeneous batches of high-quality strengthening of market position and
products better monitoring (access to information)
- creating marketing channels integrated - joint investments (capital, loans, machines,
with agri-food processing enterprises warehouses, cold stores, etc.) and the
- natural environment preservation introduction of new technologies

- conducting training and marketing
activities (joint product promotion)

- exchange of experience and market
information

- spreading risk among all group members,
solving problems together and the use of
consultants

Source: author based on Chlebicka (2011), Halicka, Rejman (2001), Promocja tworzenia... (2011), Krajowa Sie¢
Obszaréw Wiejskich (2020)

Conlusions

Entrepreneurship in rural areas is a significant factor in their socio-economic develop-
ment, triggering many initiatives and activity for the inhabitants. One aspect is the inte-
gration of farm owners into groups of agricultural producers. In Poland, their dynamic
development took place after integration with the EU, resulting from increased compe-
tition on the European market, to which the fragmented Polish agriculture was subjec-
ted, and financial aid for the functioning and formal registering of producer groups. The
entrepreneurial attitudes of farmers are currently supported by funds from the Common
Agricultural Policy, which included Polish agriculture after integration in 2004. It took
place under the Rural Development Plan in the programming period covering the years
2004-2006 and then continued under Rural Development Programs for 2007-2013 and
2014-2020.

The formation of agricultural producer groups results from ongoing integration in
agriculture, both horizontal and vertical. Therefore, the market economy’s progressive
development forces agricultural producers to take action aimed at horizontal integration
between the producers themselves and integration with other agribusiness institutions
supporting agriculture.

Economic factors are the most critical element when producers make decisions about
collective activities. Horizontal integration of farmers, based on joint action, makes it
possible to meet the market economy’s challenges; however, despite the clear benefits of
horizontal integration in agriculture, there has been a visible decline in the number of
agricultural producer groups. One important reason is the reluctance of the rural popu-
lation to undertake new initiatives, resulting from a lack of legal knowledge. The issue of
farmers’ reluctance to associate into producer groups, especially in recent years, or resig-
nation from such a form of cooperation, requires in-depth research and systemic solutions
under the Common Agricultural Policy for 2021-2027. It is necessary to introduce new,
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more favourable and appropriate legal solutions (especially for producers with small and
medium production potential), greater financial support and a guarantee of assistance in
the integration process. The collective activity is of particular importance in a long-term
perspective because, as research shows, it favours the implementation of new production
technologies, improvement of product quality and the economic effects of farming, as
well as strengthening the market position of individual entities (Kozlowska-Burdziak,
Przygodzka, 2019; Szpon, 2004, 2007; Warminska, 2017; Zawisza, Szkatulski, 2010).

The future of agricultural producer groups may be in closer cooperation and with
established unions of such groups. With a more significant production potential, the
rational direction of a group’s activity would be to develop primary processing, either
through their plants or through outsourcing. It is to be hoped that competition from the
EU agriculture, combined with significant financial aid in coming years, will also stimu-
late new producer groups in Poland.

The functioning of agricultural producer groups is of fundamental importance for
further developing the entire agribusiness sphere. Insufficient development of joint forms
of management reduces agriculture’s competitiveness and limits rural areas and agricul-
ture’s further development. Current conditions for this sector’s development require
farmers to be more economical, exceeding current standards. The analyses in this work
converge with other authors’ research and constitute a platform for further exploring the
integration issues in agriculture.
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