Combining farmers’
cooperative models to ensure |
pathways of diversification in \

milk processing

The case of the Walloon Region
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Which dairy cooperatives - for which
purposes?
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Which dairy cooperatives - for which
purposes?

© Solves investment issues

® Reliance on the investment capacities
of farmers

© Optimizes profitability and
© Partnerships with other regional » R asaRastY ‘\

cooperatives
@ Complexification - dilution of \

© Maintenance of a regional dimension the status of the farmer

- economic and social utility
@ social and regional utility may
loose significance



Which dairy cooperatives - for which
purposes?
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Theoretical question : which co-
evolution operating between actors
and leading to an effective multi-
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Plus
Minus
Impact on
sustainability



The Walloon dairy sector as interesting mod

Conventional cooperatives

— 2937 dairy farmers

> 53% — Laiterie des Ardennes I'
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Processing plant : drinking
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The Walloon dairy sector as interesting mod
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A qualitative study of the walloon dairy
cooperative models - theoretical focus

» Theoretical focus
» Dairy cooperatives are a hybrid actor :
» Alegally framed structure gathering individual agents around shared goals

» Agent acting on the market with a requirement of economic profitability
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Level 4 : resource
eorganisation of allocation

eregulatory transactions estrategic decisions
framework semployment of
elegal enforcement resources

enorms
ecustoms and
traditions

emodes of

governance

figure 1 : representation of the four levels of social analysis of resource allocation in firms (Williamson 2000)
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Theoretical focus : a combination of the Mul
Level Perspective and Institutional approach

Regime of coexistence?
Diversification of the
productions in the Wa‘\lloon

Socio-technical

Socio-technical
regime 1

regime 2

... _ Regionz =
» Study focus
Co-evolution of . :
» Strategic choices
agents and
significations in » Governance practices
transition processes » Sets of internal and external

interactions

24 semi-directed interviews in the Walloon dairy sector



Results : two sets of coherent
development models

Structure and Market analysis

governance Market features
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Redistribution of Requirements
added value < in terms of milk

among farmers properties




Results : two sets of coherent custative/nutritionat pr
Qualities required by che
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Structure and governance Market approach ’ Strategy and differentiatié;;n
Vertical integration o Narrow nichg markets = poor = Quality in processin\g
(processing plants) returns outside industrial and branding \\
. outcomes and branding \
Cooperative * \
statutes Requirements on milk \
Even redistribution of Food security criteria on
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Gustative/nutritional\

. Qualiti ired by |

Results : two sets of coherent  crgmers wit'to s
development models

Structure and governance Market approach ‘ Strategy and differentiati 5‘.“

Vertical integration & Narrow niche markets = poor — Quality in processing
(processing plants) returns outside industrial and branding
outcome and branding

Cooperative *
statutes Requirements on milk \
f Even redistribution of Food security criteria on
added value among « milk x.
. . \
Conventional cooperatives members \
\
Structure and governance Market approach Strategy and differentiation
Separation of milk collection, National market opportunities Guarantees of
processing, branding ‘ with a clearer link to the farming ==) given farming
system systems

Multiple cooperatives/meta-
ooperative statutes Requirements on nlvk

l I Speficic farmers get « Additional criteri
extra payment nutrition)

New cooperative models



A structural way to redistribute the
added value to specific farmers

Fairebel

Specific group
of farmers
brandholders

Equal
redistribution

Payment of the
service of milk
collection and
processing

Conventional
dairy’s
activities

Other milk
processor

Specific group
of farmers

Processors

Payment of the
service of separate
milk collection




New cooperative models offer structural ans
to lock-ins to diversification

Lock-ins (conventional Answers to lock-ins (new
coop) cooperatives)
Maximise the use of the existing Externalisation of the investment
processing plants - low absolute return (processors and specific farmers)
on investment in niche markets
Equality of treatment between farmers An externalised solution to remunerate
- remuneration on additional qualities specific farmers \.\
risky «Limit : dependent upon market perspectives —\Fut
acts however as insurance

\\

No incentives to farmers given the Specific farmers are encouraged to \
statutory rule of equal remuneration maintain/develop a farm model adapted to

specific outcome

Approval of farmers Opportunity of structural dialogue

L N ross th hain hrough
» Transition costs (training, investments, etc) and aCCt 0ss the sutp.ply Ct a t, alse’t 1?ug
perceived risks meta-cooperative structures

« Should the cooperative invest in niche pathways? «Successful coordination outside vertical integrati
of high asset specificity (Ruzzier, 2009)




Conclusion : new cooperative models as first
step towards a reconfiguration of the dairy
landscape?

» Pathways of diversification are enabled by changes in governance structure
(combination of models) \

» Combinations of different models multiply the outcomes for milk \

» Conventional dairy cooperatives may act as service providers for other \
initiatives

» Combination of different models allow to support a greater variety of farm
models and allow their market valorization

» Towards a broader transition in the dairy model?




