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Executive Summary

In the rural areas of Georgia the conflicts among households, communities and individual persons cause the expended problems, creation of animosity alliances, damage of communications and orientation towards harming somebody. All this outcomes hinder the rural development in Georgia and unless mentality is not changing towards the collective and joint-interest actions in the rural areas, the strategic economic sector of Georgia-agriculture will be loosing its current owners, micro-farmer villagers, who will be forced to sell their own land to big investors for cheap price, because they will have no ability to compete with them  and will become their service providers, what is not bad but makes them loose the ability to stay as business owners while joining the co-ups or other form of business partnerships will avoid them to face this situation. Of course the role of state and local governments is also very essential in assisting rural communities overcoming of those problems. Pilot Research on Barriers Hindering Development of Agricultural Co-operatives in Rural Regions of Georgia is part of extended research on problems of agribusiness development in the country conducted by GBDC Caucasia in past years.   
The ruins of soviet mentality still exist in population of rural areas and most of them can not understand the difference between voluntarily developed co-ups and former soviet mandatory “Kolkhoz”(collective farm). The fear of doing business together is also outcome of many other reasons, which we tried to clarify based on this pilot research. The common factors which hinder the communication process between villagers are: no trust to each-other and lack of information about the co-up benefits, as easier access to markets and agro-credits and bearing of less costs.        

The workshops facilitated by IFAD and implemented by GBDC Caucasia in 2003 revealed that members of community give more attention to emotions rather than logic argumentation while discussing the community based problems. So there is need for mediator tools, but they can not be created without the realistic picture of existing problems in each part of Georgia separately. The outcome of pilot research is to reveal the list of major problems common to every part of Georgia and than to develop the program enabling to resolve those problems for facilitation of process of development of agricultural co-operatives in regions of Georgia assuming local community needs.
To expose the problems hindering the healthy co-operation among the community members of rural areas, the community shot term needs assessment study to be conducted separately in each region of Georgia using the findings of current research before taking actual actions in favor of agricultural co-operative development. As we had advantage of implementing the Business Needs Assessment study in Conflict Zone of Defacto South Osetia and adjacent areas we simultaneously were able to conduct survey about the barriers hindering co-up developments and other forms of business partnerships in this region. 

The research in beginning was planed to be conducted in West Georgia as we were expecting to implement needs assessment study together with World Vision in Imereti. The mentioned needs assessment study was postponed and we transferred our resources to Shida Kartli and hooked up our research to OSCE Needs Assessment Study Project in conflict zone of Defacto South Osetia and adjacent area. We did so because of constraints with the budget research but what subsequently gave the positive results in terms of integration of our research findings in OSCE Needs Assessment Study and opposite – integration of needs assessment study in our research. Finally interview 200 representatives of 10 communities and reveal the major problems of co-operation presented in this report.  
The Goal of Research
The goal of research of barriers hindering the development of co-ups and other forms of business partnerships is to develop the manuals for public and presenting the real picture of existing cooperation problems in villages and tools how to overcome them.

The information gathered will enable the experts to develop the training materials which subsequently will enable conflict resolution experts, community development officers, rayon coordinators, village facilitators and finally the villagers themselves to become more flexible during the process of promoting the joint activities.

Voluntary collective action brings the self-reliance attitude and business independence from government structures, which unfortunately do not have sufficient funds to stimulate co-up developments but as soon as latter notice activity in the community it also feels responsible to assist community not only with subsidy funds but also with technical assistant tools.      

As opinion of villagers about   the reasons provoking the conflict is essential in building of trust and confidence and solve tensions among rural population, the findings through this type of research will play important role in development the strategy.
The strategy developed under this research will assist rural development experts to increase their knowledge about the type of conflicts in rural areas and the reason of their existence, what subsequently will force the communities to go into the partnership.
The training materials developed based on this research will help the members of community to overlook and analyze characteristics and difficulties of interpersonal relations. They will also have a chance to find out the positive and negative outcomes of their individual behavior. On the other side the research results will broaden the knowledge of governmental and non-governmental institutions involved in agro-sector development about the main factors influencing the co-up developments.   

Based on the knowledge got through research, the mentioned institutions will try to better educate the members of community about the benefits of understanding the conflicts and ways to easily overcome the problems.

The training materials developed based on information gathered will enable the conflict resolution experts, community development officers, rayon co-coordinators, village facilitators and finally the villagers themselves to become more flexible during the process of promoting the joint activities and resolving the conflicts.

Already implemented researches in community conflict sphere have shown that main reason of such conflicts in Europe is week management of community resources. The main principals of managing community resources are:   
1) Strictly defined borders.

2) Appropriate rules to use the resources.

3) Collective choice

4) Monitoring

5) Sanctions

6) Conflict solution mechanism 

7) Admit the rights of organization

Research results will help the governmental and non-governmental reps in Georgia to adopt aforementioned principals to local population needs.

Target groups

· The conflict resolving mediators(reps of non-governmental institutions, community development officers, agribusiness experts and other mediator bodies) were interviewed to identify existing problems.

· Micro-farmer villagers having problems in joining the co-ups and other forms of business partnership

· Representatives of local governments
Methodologies  were used during research:

· Survey of experts(representatives of governmental and non-governmental sectors and foreign experts working in agribusiness development projects of Georgia) in Tbilisi, Imereti 
· Preliminary survey of micro-farmer villagers and reps of local government  in Imereti
· Interviewing experts, representatives of government and non-governmental institutions in Shida Kartli and Conflict Zone of Defacto South Osetia

· Standardized research of micro farmer villagers in Shida Kartli and Conflict Zone of Defacto South Osetia  

At first preparation stage the experts were interviewed for identifying the character of problem and for more effective formulating of questionnaire of standardized research. 

The survey of experts was conducted through the profound interviewing process. Profound method of interviewing assisted the acquirement of reflective information. At this stage of research the researcher had an advantage to develop the questionnaire to interview the micro-farmer villagers more precisely. More than 20 experts were interviewed, who were chosen from governmental and non-governmental sector and from economic development projects funded by donor institutions.
At the second stage of the research the preliminary research of micro-farmers was conducted in Imereti for perfection of final questionnaire, which was used for interviewing the micro-farmer villagers in Shida Kartli and Conflict Zone of Defacto South Osetia. 
The final survey  was conducted through the standardized interview method. Due to the big size of the target group, mentioned method is most effective, because it is eligible for statistical processing and finally provides the tangible data. 

Standardized interviews were conducted for revealing the inter-relations among micro-farmer villagers while developing of co-ups or other forms of business partnership, the negative factors hindering the relations, such as egoism, cheating, corruption and etc.  

The final processing and analyzing of documentation was implemented using statistic methods, as SPSS tools and etc.
Major findings: 
In rural communities of Georgia pheasants and micro farmers give priority to individual business forms and are not oriented towards forms of cooperation, such as agricultural cooperative or credit cooperative. Only 5% of the credit unions developed through World Bank program where some how successful  and main reason for this was non-existence of two level structure(annex 1) developing the link between Donor Institution, refinancing company, credit cooperative or credit union and main beneficiary – agricultural co-operative. Besides there are existing successful cooperation examples in Samegrelo, Aspindza, Kakheti, Marneuli and Shida Kartli.  
Here are presented three major among many other problems hindering the co-up developments in rural areas of Georgia:

1) Non-existence of information sources in community on benefits of cooperation 
2) Non-existence of management capacity of community resources in community members
3) Non-existence of sufficient political commitment from local government to facilitate cooperation in village through amendments in legislation and allocate the subsidies for business development 
4) Mentality of community members of not extending business relations beyond the family links 
5) Not willingness of banks to finance agribusiness
1) No trust towards agricultural cooperatives is mainly the result of information vacuum. pheasants and micro farmers are not acquainted with benefits of co-operation, what is in reality the process of voluntary joining of services and agro-machinery rather than mandatory joining process of resources(land, work force and etc) as it was during the “kolkhoz” – soviet farm. Farmers are feared to loose their incomes if co-operative doesn’t work, what is true in case of existence of the poor management strategy and vision of co-operative leaders. While joining the co-operative farmers do not understand that they stay as owners of their own farm business and same time becoming the owners of co-operative together with other members with privilege of receiving the cheaper service and selling their products with bonus price – price which has been agreed in the beginning and which is potentially rising as co-operative business is going well. Unfortunately bad experience with agricultural associations fears villagers to go into the co-operation, as associations are not the form of business rather they are the agribusiness advocating tool. 
2) Farmers are not educated about the principles of management of community resources what is very essential for local agribusiness environment and subsequently brings the following results: cutting of woods with no limits, not functioning irrigation systems, bad village roads and not-functioning micro hydro resource plants. The mentality is that local government authorities should look after the community resources, what is wrong. Well being of community resources is first of all the responsibility of community members and afterwards of government. Local state authorities will never care about community resources if they do not observe that infrastructure developed by them and also natural resources are not looked after by community members themselves. Of course another problem  is poor local governance but if community is not strong than it can never influence the government to care about them. Without strong management capacity of community resources there is no future for small and medium size agribusiness development in any country.  

3) Besides the willingness state has towards development of agribusiness in regions of Georgia there is no the concrete plan for development of small farm cooperation market in rural communities. Confirmation to this fact is legislation about land registration and privatization – unused agricultural land to be privatized and privilege goes to pheasants and micro farmers to buy the land with long-term leasing agreement. In case the mentioned beneficiaries are not able(in most cases it is not realistic) to acquire the land because of understandable reasons then the government has the right to sell the agricultural land at auction. When such legal act, enabling the micro farmers to have access to land privatization exists, how government thinks to assist micro farmers to by the land if it is not subsidies beneficiaries? and there are not tangible banking systems for financing of such operations. Here will be the perfect step can be done by government to stimulate the process of co-operation of farmers – government will issue subsidy for funding of 5 years leasing cost of land for interested farmer in case he/she becomes the member of agricultural cooperative. Cooperatives themselves will have members with reach land resources could be used in favor of success of those cooperative operations. Subsequently existing donor programs and also bank institutions will have more interest towards leasing or granting the agromashinary and funds for developing the co-operatives, whose members will be owners of bigger resources.  But we do not have to mix here one thing – this is not land consolidation of farmer’s land rather it is consolidation of farmers with extra resources. If such an actions are not taken by government after releasing such legal acts than there is no logic in their legislation amendments.           

4) No trust of villagers to each other to go into the co-operation is the outcome of aforementioned problems which have to be solved. It will be difficult to find the Georgian who is not hospitable for the guest from the other community and won’t prepare the table while visited by somebody. Unfortunately in many cases the “Georgian Table” is only place where people can honestly socialize and be transparent to each other especially after drinking several glasses of good Georgian wine. Community members do not go in co-operation because they lost the trust for business success after leaving for many years under the line of poverty as the result of transferring from planned economy to market economy. They think about their own business as for only social asset which enables them to feed their family and are very fear to loose it if they go into the co-operation. Lots of promises from state about the good future is also makes them pessimistic. However Georgian rural community mentality itself is differs very much from region to region and specific methods of approach to be addressed.

5) Simultaneously to the process of overcoming the mentioned problems the problem of financing of agribusiness  exists and it will be settled as soon as other problems are overcome. Main complaints of micro farmers are non existence of financing. Banking sector is very well developed in Georgia and nobody will invest in Georgian agribusiness with no guarantees, we have already bad experience of funding credit – unions in recent past. Pheasants as potential farmers should understand that without commitment for cooperation, management of community resources, gaining special skills and hard working attitude, the problem of financing will always exist what easily would lead to increase of level of poverty in their families. 
All Findings:
· Old Mentality of Farmers; 
· not commercial attitude towards small size of land; 
· no or false information about the benefits of co-operation;
· no motivation and enthusiasm because of non-stable markets for agricultural products;  
· no trust among the micro farmers apart from relatives; 
· no leaders; 
· non-existence of experience of community resources management;
·  non-existence of public arena among villagers and local governance; 
· poor legislation base for agricultural co-ups; 
· non-existence of state strategy about sector approach; 
· lack of machinery; 
· not tangible legislation for agribusiness development; 
· non existence of agro product quality control systems;
Major Recommendations
1) Develop co-operative management training materials based on materials of FAO and Credit Agricolle and adopting them to local environment using the best success stories from the past – from soviet farms “kolkhoz” and Georgian co-ups that existed before the soviet revolution in 1917 and 1921 which were technically assisted by European Countries. This type of approach will make farmers understand that traditionally Georgians were always joint activity oriented and have capacity to renovate this attitude in favor of modern agribusiness environment. The psychologists to be invited for taking part in development of those materials, who also should participate together with community facilitators in promotion of joint collective actions.
2) Develop the strategy of transferring of the best types of social interactions of communities existing in rural Georgia’s day to day life into the business co-operation. For example - to transfer the practice of social interaction Georgian villagers have during the preparation process of Wedding or other ceremonies. No Georgian table is solving the voluntary joint action. But type of “socializing business” existing on Georgian table – leadership existing in terms of “Tamada”, head of the table and unique methodology of delegation of toasts to other members of table, “Alaverdi” to be transferred into the real business life of rural communities. If Georgians can have leaders at the table and most unique socializing culture during the celebration and other events, than why this experience can not be transferred into the real life? If the strategy is developed taking in consideration the habits of local communities the results will be unavoidable.      
All Recommendations:

· Development of Strategy for identification and creation of leaders in the rural areas; 
· introduction of western successful co-operation examples to communities and searching for those examples also in the history of Georgia before soviet revolution and partly in soviet “kolkhoz”; 
· training of micro farmers in agro/business co-operation methodologies; 
· training of micro farmers in community resource management what will increase the trust among the villagers of neighboring communities; 
· advocate amendments in the law of entrepreneurs on agricultural co-ups, enabling the latter to receive non-taxable grants under the existing nationwide agro-business development programs funded by agencies like USAID, MCG, JICA, SIDA and etc; 
· Ease access to financing and agricultural machinery through dedicated grant programs and subsidies from state; 
· development of public arenas in communities;
