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. INTRODUCTION

The chapters in this volume address a vanery of topics which refer 10 co-
operalive strategies to cope with agri-environmenltal problems. Some ol them
deal directly with environmental co-operatives of farmers (Slangen and
Polman, Chapter 4, Polman and ‘Slangen, Chapter 5; van Dijk and Sol.
Chapter 6; Falconer, Chapter i3), or with imponant features anc pre-
requisites of such co-operatives like participation, co-management with
bureaucracies and common property and management of cormmon property
(Claude, Chapter 2; Birner, Jell and Wittmer, Chapter 3} or with co-operatve
agreements and arrangements aiming al particular tasks and objectives
(Brouwer, Heinz and Zabel, Chapter 14, Adamowicz and Gralak. Chapter
15). Other chapters provide imponrianl concepfual and thegreucal
contributions to these topics (Lippert, Chapter 10, Miller and Weikard,
Chapter 11; Nuppenau, Chapter 12), show how co-operaiives, co-operation
and participation help to change farming practices (Gafsi and Brossier.
Chapter 7, Noe and Halberg, Chapter 8. Maze, Galar and Papy, Chapter 9 0
support nature conservauon (Knienm, Chapter 16; Getzner, Chapter 17). and
- to improve marketing (Fahlbeck and Nilsson, Chapter 18; van Huylenbroeck
and Verhaegen, Chapter 19). ‘

This chapter differs from these approaches: 1t provides less answers s 1o
how agri-environmental co-operatives and co-gperation should actually be
developed in order to solve agn-environmental problems. [nstead, 1t thes 1o
ask the theoretical and methodeiogical questions we have (o deal wuh (0
achieve this goal. In this way, we try to find tools and procedures (©
conceptuzlise and to implement envirotrnental co-operatives and ¢o-operalion
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inoapniculture and rural arcas. Although the concept prcsémcd I incompicte
and far from providing rehiable gundehnes for research steps towards
cnvironmental co-operation in general, and environmental co-operatives n
particular, r may be instrumental in finding 2 sysiematic approach for
orpamising infe resgarch institutions in this area.

The chapter s orgamised as follows: first, the main determinanis of agn-
cnvironmental  co-ardination mechanmsms  will be  strucrured 10 four
catcgories Then these groups of relevant factors will be described 1n more
detai! in the following sections by discussing properties of transactions in
agniculnure Tinked 10 ceological effects. features of the actors invoived in thesc
iransactions, property nights 1o narure components and-ecological attribules.
and governance slructures on a regional and local level. The last section will
try to 1dennify combinations of iransactions and actors, and choices of

property rnights and govermance structures that call for co-operative
arrangements. :

-

> TOWARDS AN INSTITUTIONAL APPROACH TO
AGRI-ENVIRONMENTAL CO-ORDINATION

Instirutional change 1n the area of agri-environmental co-ordination, that s
mainly property rights regimes and govemnance strucrures, c¢an be understood
as a response to technological (or biological) and economic fagtors. on 1he
onc hand. and socictal and political influences. on the other. To structure and
10 analvse the relationships and the interplay between these faclors, an
explorative concept 1s necessary (see alse Hagedomn 2000). For this-purpose.

i secms to be uscful to distinguish berween the following four groups of
determinants.

I Which institutional arrangements arise. that depend on the features and
imphications of the transactions related to nature and the ecosystemn (for
example leaching of nitrates into the groundwater on sandy soils). This s
manly nfluenced by the physical properties and matenal
rransformations with which environmental positives and negatives.
benefits and damages are associated. Technological innovation and

structural change lead 10 permanent changes of these properties and

transformations.

2. Simultancously. institutional change depends on the characteristics and
ohjeetives of the actors involved in these transactions (for example
farmers who remforce mitrate leach:ng by high nitrogen fertilisation and
unfavourable crop rotation withous catch crops), This is not only true for
individual actors whose values, interests and resources 1o exent influence
(power) are very different, but also for groups of individuals like

fnsppeenongl arrangenients for eaviconmeniol co-aperoines N

communitics using organisations and nefworks 10 shape instinchons
according (o their objectives
The changes in instirutional arrangements. which result from the ~ao
main categories of driving forces mennioned above. affect the design 2ng
distribution of property rights on nature components, or, more precisely,
on those cost and benefit streams which can be anributed 1o narurai
capital and ecosystem services (for example rade-offs between reducing
mtrogen balances by means of lower ferilisation and intercropping 2nd
decline in gross margins). The property rights tend ro become more and
more differentiated. for example they apply not only to phvsical goods
like land, but also to various dimensions and many details of land usc
relevant to environmental protection 2and sustainable agriculrure, lor
example the right to decide on catch crops as an element of crop roiation
4. -Necessarily, such changes in properry rights to nafure .components are
accompanied by corresponding changes in governance strucrures. mainhy
for two reasons: first. property rights (0 nature components, liké other
property rights. must be supervised and sanctioned to become effeciie
instead of being only formal in nature; and secondly. the actors can onis
make us¢ of rtheir rights and entitlements and will only fulfil therr Guies
and obligahons 1f transactions are organised and ‘co-ordinaied {for
example farmers will only comply with fertilising restricnions and
cropping prescriptions if an adequately working system of measuring and
monitoring activities, information and administration, positive and’or
negative incentives. that is of subsidies and/or penalties. exists). Sim:lar
to the property rights regimes mentioned above, govermnance strucrures
are also very differentiated. They include self-organised co-ordinanion
{for example environmental co-operatives) and governmentai regulations
(for example environmental bureaucracies). and they are not only related
to the implementation of envirorunental instruments, but also to decision
making on envirorunental policies which takes place on the differem
ievels of co-operative federalism (community, region, province. national
EU, international). Last but not least, the political economy behing the

process of joint implementation and decision making in a.federal svsrem
has to be taken into account.

L)

Figure 1.1 prowdes a visual rcpresenlauon of these four groups.- ‘We now Inv
to describe and explain these four groups of determinants in more detail.
referring to approaches of New Instirutional Economics and Institutional
Analysis of Natural Resources (for example, Richter and Furobom 1996:
North 1992 Williamson 1996; Ostrom 1990, 1998, 1999, Bromlev 1991
19696, 1997, Loehmann and Kilgour 1998). Srudies avaabie on
environmental co-operation and participalion are used as an additional source
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Figure {1 The logic of institutional arrangements for agri-environmental
co-ordination

of theoretical concepts and empiricai information (see OECD 1998, Bahner
1996, Zimmer 1991, 1994a,b; Campbell 1998; Fisk, Hesterman and Thorborn
1998, van Woerkum and Aans !998; Woodhill and Roling 1998; and the
contributions (o the 64th EAAE Seminar published in this volume). After
having dealt with these four groups of determinants, some ideas on the scope
for co-operative arrangements will be developed at the end of the chapter.

5 PROPERTIES OF TRANSACTIONS AFFECTING THE
NATURAL ENVIRONMENT AND ECOLOGICAL
SYSTEMS

Transactions which are relevant to the impact of agriculture on nature and

¢cosysiems can be considered from rwo (opposite) points of view:

{a) Producing or increasing an environmental problem by production or
consumption activities {for example, excessive nitrogen leaching) is 2
transaction between the farmer and the public or community concerned.

{b) Sclving or diminishing an environmental problem by self-organised or
govemment policies (for example, introducing limits to nitrogen
surpluses) is a transaction between the regulator and the farmer.

Not surpnisingly, these views are more or less reciprocal. We will primanly
concentrate on the first one. Simullaneously, transacuons at the regional level
will be investigated, excluding transactions originating from higher policy
levels of the federal system in the EU.

Environmental problems caused by agricultural activities can usually be
considered as being a resuli of (often impure) public goods (or ¢lub goods and
common-pool resources) whose legal transformation, defined as their transfer
berween different actors or groups of actors. shows particular difficuluies
Some of these problematic fearures of transacuons are specific 1o pubhic
goods, others can also be found with private goods but lead to similar

problems when they are combined with the charactenisucs of public goods
The main propenies are:

I. Exciudability of actors from access 10 environmenial goods, close!s
related 1o the mechanisms and costs of exclusion that have 1o be covered
Both mechanisms and costs of exclusion differ considerably amony
different natural resources and environmental goods. If exclusion of
aclors who are not entitled 10 use the goods or resources (or are only
eligible to use a limited amount of it or 10 use it in a cenawn well-defined
way) do not work properly, free riding will result in depletion of narural
resources or undesirable environmental damage.

2. Rivalry among the users of envirommental goods is also not equaily
distributed, if we compare the resources and goods that are of mterest
when dealing with agri-environunental co-ordination. Using pure public
goods, iike wviewing a beautiful landscape, does not cause anv
compelition among the users, because the benefits from the landscape are
not reduced when the number of users increases. However, if an impure
public good, like the limited amount of fish in a lake, 1s used by one
additional actor, the amount available to all other actors will be reduced
correspondingly. Between this case of complete “subtractabihiry’. as 1t 1
called in the literature on common-pool resources (Ostrom {998). and the
other extreme situation of pure public goods, we find a conlinuum with
different degrees of rivairy.

3. Asset specificity and the resulting co-ordination-problems (o be solved by
adequate instifutional arangements can be observed if durable
investments have been made by the supplier in order to prepare lor a
long-term relauionship berween the paniies invoived. As pointed out in the
fixed-asset theory {Johnson and Pasour 1981), such assets will lose much
of their value f the contract is voided earlier than expected. This enables
the purchaser 10 lower the price of the goods or services provided by
means of durable invesiments and calls for adequaie govemance
strucrures i0 avoud this sort of stralegic behaviour (lock-in and hold-up
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siruanons) In the case of agri-environmental goods. asset specificity
plays a major role in at least three cases (see also Slangen and Polman.
Chapter 4. this volume): (a) siic specificity, for example if a specific
biotope or species that a farmer takes care of by means of adequate
agnculrural prachees. 1s located 10 a cenain arca or plot, (b).capial
spectherry, for example of a farmer has invested sunk costs in nature
conscrvation {planting hedges, and so an), and (<) specific knowledge
whach fand users and inhabitanis have collecied and developed on narure
and the cnvironment where they live and work. representing group-
specific human capital,

Separability s often low due 10 joint production of the environmental
goods provided by the farmers. This is a widespread and 1mportani

fearure. for example with regard to landscape and habitats. a fact that 1s

particularly emphasised by Falconer (Chapter 13, this volume} This
requires a governance structure which 1s able to co-ordinate the activilies
ol the group of landowners participating in the production of the common
good. If this involves incentives provided by political agencies, for
example agri-environmental policy payments, it is often inadequale (o
oricnl these monetary supports only 1o :ndividuals,

Frequency of transactions may differ considerably, for example if we
coempare single resource utilisation iike deforestation with seasonal
utilisabion parterns, like wheat cropping. Recurrent transactions make it
casier to invest in specialised governance structures, because the costs
can be distnbuted over many transactions, economies of scale can be
made use of and learning by doing over time helps to find more efficient
solutions. Most of the transactions which are relevant to the impact of
agncuiture on the ecological system and the natural environment show
high (requency. for example fertilising with nitrogen. However, if long.
term agreements arc made, this implies a much lower frequency of
decision making.

Uncertainty piays a major role in the demand and supply of agn-
environmental goeds and services, because farmers and regulalors do not
know very precisely either whether certain environmental problems will
anse. and when they wilt occur, or what the nature of these problems will
be. and 1o what extent they will have serious impacts and who will be
affected The same is true for the policies and activities aimed al
preveniing these problems. Reduction of these unceraintics causes
transaction  costs, for example for mcasuring and monitoring
envirgnmental degradation and gathering adequate information. This
property of agri-environmental transactions is closeiy connecicd with the
following fearure. and s relevance is considerably reinforced by the
facts menticned in the next paragraph,

Taxfinteongdd (rrangemenls Jur environmeite] cu-operdiives =

Complexity of the causal relationship of ecological systems, parmiculariy
as it is combined with the sul} insufficient availability of weil-estabhished
scientific. knowledge, invites actors to practice opporrunistic behaviour
For operationalising transactions, the complex ecological phenomena
have 10 be described by means of simplifying criteria, If even scientisis
do not know what :s the nght thing to de for the environment, individua!
demanders wili find it difficult 10 form reliable and reasonable
preferences. In addition, as public goods are at stake, these preferences
have to be channelled and aggregated by complicated organisational
pracedures. [n this process, simplification is indispensable, particularty +f
government bureaucracies are involved. This is even more necessary 1f
they have lo collaborate across several policy levels 1n a federal svsiem
like the EU. While for private goods. like bread or sausages. consumers
are quite well able to reveal their true preferences, preferences for
environmental protection in the agricultural secior are likely 1 be
distorted when they finally arrive at the supplier, for example at the land
user. The laner and his political representatives, for example farmers’
unions, may consider this as an opportunity to influence the process in 2
way that makes it easier for farmers 10 comply with the environmenta!
requiremnents, for example by choosing a favourable indicator and
monitoring  system and - producing plausible justifications for
compensation payments. The tendency of CAP 10 instrumentalise
environmental aspects for legitimating income policies i1s obviouslv 2
strategy of this kind. , : :
Heterogeneity and variability are rtypical atwibutes of “many
environmental problems, especially those 1o which agnculrure
contributes, (which) are heavily influenced by stochastic phenomena.
such as the weather’ (OECD 1998, p. 17). The same applies 1o other
differences between vegetation periods or plots of land, for example
regarding soi] quality. It is difficult to design strategies and measures that
are adjusted to the manifold phenomena of heterogeneity and variabihn
which eould also be termed 'site and situation specificity’.

Legitimacy refers 1o the question of whether or not transactions are
compatible with the normative views of the actors and groups concermed
by or even involved in both decision making and implementanon
activities. Penalising farmers who poliute the groundwater may appear 10
be much more legitimate than distributing poltution rights 10 them. even

if the latter strategy may yield bener ecological as well as economic
effects.



4 CHARACTERISTICS OF ACTORS INVOLVED IN
AGRI-ENVIRONMENTAL CO-ORDINATION

Belore rurmung to the differences and particularities of the actors involved, 11
shouid be mentioned that the distinction berween properies of the
transactions and characteristics of the actors sometimes appears to be rather
arificial. This 15 because the actors cerainly shape and arrange the
transactions related to physical and natural elements of the environment, but
thev, in turn, are simultaneously influenced, or even formed, by what they are
doing. For example, by cultivating his land using modern farming
wechnelogies. a farmer gains practical knowledge and detailed local
information about the response of nature to the applied technologies, and it 1s
ditficult to decide whether. this feature should be attributed o the transaction
Qr 1o the actor.

Furthermore, we have to be aware of the fact that we could think of
numerous categories of actors which might also include policy makers and
administrators at the national and EU levels. However, we restrict our
considerations 1o land users and regulators or-co-ordinators on the regional
level. for exampie administrators of a government agency or managers of a
self-organised envirormental co-operative. Of course, the abiliry to mobilise
their pelitical entrepreneurs and, in this way, 1o exert political pressure can be
an imponant attribute of these aciors, like the following anributes:

| The values and beliels of the actors and their particular aturudes and
perceptions of agn-environmental issues are relevant 10 their readiness 1o
collaborate with other actors and to comply with rules of co-operat:on
and also with policy measures. Admittedly, if farmers are purely self-
interested, they can still be motivaied towards environmentai goals by
economic incentives. But if they are convinced that sustainable
agnicuiture 15 an objective worth working for, they will be prepared to be
svstematically involved in such activities. Their values have an influence
on how they evaluate situations which require (often coliective) decisions
in favour of sustainability. : ‘
It 15 equally impontant, particularly for contractual and co-operative
arrangements, how actors are evaluated by other actors. This refers to
their reputations for reliability and trustworthiness which are decisive
factors for the credibility of their commitments. Polman and Slangen
(Chapter 5, this volume) have panticularly emphasised the importance of
credible commitments for the emergence and stability of co-operative
arrangements.
3 Resources for influencing agri-environmental strategies like sell-
organised co-ordination of agri-environmental activitigs or admunistrative

(o)

inplementation of agri-cnvironmental policies ai the regional and jocal

levels, that 1s by direct parucipation in these processes, This refers 1o

resources, like - time and capacities to collecl information. access 1o
nerworks and bargaining power, which are necessarv or insirumental 1o
establish and ma:ntain relauonships and 10 achieve acceptance of own
Interests, Actors who are invelved in processes of communication usuails
have advantages and groups whose members can communicate with each
other can more easily find common rules (Ostrom 1999)

Resources for influencing processes of political decision making and
policy implementation at higher than the regional level. thai i
mechanisms of interest representaion in deciston-making processes in
which land users cannot participate directly. Farmers can use well.
established channels for delegating the enforcement of the:r polial
demands to poliical entreprencurs. The Polincal Economy of
Agniculrural Policies 15 based on :ntensive political preferences of
farmers; elecioral control and party compeniion; INIerprelansn syswems
for justifying farmer-supporting policies; farmers' wnions as efficient
organisations for coliective action: friendly relations with bureaucracics
munistries and parhamentary committees. an agrarian policy network
Joint decision making of agnicultural expents agross all levels of the
federal system; and so on {see. lor a more detailed theory. Magedorn
1996a.b: 1594).

informanion and knowledge, and capacinies [or acquining and processing
relming and using knowledye and informalion represent a resource (hat
has to be mentioned separately. Above all, asymmeiric information of
actors, well known from the principal-agent theorv. 15 a widespread
phenomenon in agr-environmentai decision making. Farmers who know
a lot about their land and the vegetation on 1t and are al the same nme
well aware of the fact that administrators find it difficul 10 obtain such
detailed information, may not be able 1o resist ihe templation of
opportunism. For example, they may accept exlens:fication subsidies for
plots they could not use intensively anyhow.

The "actor’s method of action selection’ (Ostrom 1998, p. 70) may aiso
be very different between the persons involved. These persons can be

assumed te be maximusing homines oceconomici. as  constrained

maximisers with bounded rationahity, or fallible learners who make
rmistakes but are abie 1o leamn from them. For explorative and 1nnovarve
tasks like forming insututions dealing with new problems which arise
from changes in agricultural technology and structures. the latter twu
assumplions seem tc be appropriate.

In addition, the social environment and embeddedness of aciors afTect
their behaviour. "Community attributes relevant 10 the sirucrure of an
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achien arena nclude behavioural norms. the Tevel and nature of the
common underslanding shared by polential paricipants, the extent to
which these hiving 1n the community have homogencous preferences. and
the dwstribunion of resources. The term culture s frequently apphed 1o
thi« bundle of vanables When all appropriators of a common-pool
resonrce share a common ser of valucs and interacl within a complex set
ol arrangements. there s a much greater probabidity thar they will
develop adequate rules and norms tO mManage resources . IT keeping
onc’s word 15 ymponant in such a community. the nced lor costly
momlonng and sanctioning mechanisms is reduced. Conversely, tf the
appropniators of a resource represent different communities, of arc
distrustful. then the task of devising and sustaining cffective rules 15
substantiatly more difficult” {Ostrom 1998, p. 71},

What me¢chamsms will anse or could be chosen (o co-ordinate the
transactions between the actors are beth described in the preceding sections. It
has already been pointed out that these co-ordination mechanisms can be
conceived of as an interplay berween property rights regimes and govemance
strucrures. Therefore, the next rwo sections strucrure these rwo areas of
instituional arrangements.

$  PROPERTY RIGHTS TO NATURE COMPONENTS
RELATED TO AGRICULTURE

Property rights theory is often misunderstood as an approach explaining the
defimnion and distnbution of dispasition rghts focusing on physical entiries

(that 15, material goods) This view needs to be modified as regards the
following aspects

L Stnicity speaking, actors only attribule (positive or negative) vaiues 1o a
physical good because the right holder is favoured by benefit streams or
in case of a duty 1s burdened by cost companents which are connectéd

. with the physical good. Bromiey (1991, p. 189) calls these nature
componenis “countryside and community attributes’ (CCA), de Groot
(1992. p 13} environmenial functions (regulating, carrier, production and
information function). These ecological properties that are linked 10 costs
and benefits which can be derived from a physically defined piece of
narure can be further differentialed according 1o results (that 1s, impacts
of pieces of nature on costs and benefits) or according (o actions (thai 1,
ccologically relevant activities when dealing with nature).
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A natural good, hke soil. s usually considered o camy onlv ane
homogeneous property title. However. such nghts caanot onlv be
classifed according 10 the conventional division into (a) the nght to use.
(b} the rnght 10 aiter and (<) the nght of alienanion. What 15 more.
categories of property rights can be separately defined for numerous
ecological properties of the physica! piece of nature, each of them related
to particular costs and benefits. For each of these differennated nghis
components, the instiononal design of the right or durv can dute:
privaie, collective and state property regimes are imaginable, and aiso the
absence of property rights definition and delineation in the sens¢e of open
access (Bromley 1991, 1997; Ostrom 1990).

However, creating and using property rights will not take place withou!
transaction cosis, which are, for example. caused by defiming anc
estabhishing these nghts and also by measuning the emvironmental
attributes they apply 10 and supervising that these attributes are properls
provided. Since these transaction costs can be prohibitively high and mav
g¢xceed the benefits, property rights for some or even many companenis
of nature may not be established. This may change when the valuation of
an environmental attribute increases or when the distribution of the
benefits changes or when the transaction cosis of enforcement of the
single rights or of measuring and supervising the nature components
decrease. for examplé, as a consequence of lechnological progress
(Barzel 1989},

The resulting structure: of property rights 1s usually supposed 10 he
reasonable If the nights related to the differentiated annbutes accrue to
those actors who can influence their design in the most efficien: was

Since it seems legitimate in this case, 100, that he or she may ohtain the
surplus value, that actor also becomes a 'residual claimant’ (see also
Lippert, Chapter 10, this volume). In this context, low transaction ¢osis
are an argument for bundling the rights on all nature components of a
physical object in the hand of one actor, whereas the advantages of
specialisation and economies of scale may favour distnibution of the
single rights to different actors ('divided property’). This rases the
question whether- particular (partial) rights, for example the nghi 1o
organise ecological networks of biotopes and habitats, which is a contro!
right, should be given to special actors, for example lo environmental co-
operatives or regional agencies (Hodge 1991; Lippert, Chapleri0. this
volume).

Bundling property rights on the manifold components and attributes of 2
physical piece of nature, that is giving it 10 one land user, usuallv means
al the same time that the distribution of rights is rather decentralized (at
teast, 1f there are many land users like farmers). Dividing those nights




penween the fand users and other specialised agenis aulomancally resuits
in a higher degree of centralisation of those rights that the former halders
are deprived of. This has, of course. social and politicat consequences. b
may affect the motivation and panicipation of the land users, precipuate
moral dilemmas and lead to ess identification wath the local and regionut
natural environment ‘

The term “property nighis to nature components or ecological arnbules’
cerainly s useful on the one hand, because i reflects the fact that there
are manifold ciaims on agnculrural production and that land and other
natural assets used by agriculfure are related to a variety of cost and
benefit streams, many of them being public positives or negatives. On the
other hand, it could support the notien that each of those fragmented
tights could be used, and each of the single duties could be fulfilled, in an
isolaled way. As we are dealing with ecological systems, this will neither
be possible nor reasonable. Perhaps it might be more appropriate to talk
about rights and duties which are conditional upon the use and fullilment
of other rights and duties respectively.

6 GOVERNANCE STRUCTURES FOR REGIONAL OR
LOCAL AGRI-ENVIRONMENTAL CO-ORDINATION

in New Insurutionai Economics, usually three categories of govemance
strucrures (see Williamson 1996) are distinguished: markets, hierarchies - or,
more generally, considered as "organisations’ — and so-calied “hybnid forms’.
someumes termed as contractual relations. Slangen and Polman (Chapter 4.
this volume) Iry o put more emphasis on this "third way of co-ordination’ and
call it "horizontal non-market co-ordination’ where also co-operahion ¢an find
s place. The scope for reasonable applications is exlended to 2 rype of
govemance structure which plays an important role i reality.

another extenston of the concept can be dernived [rom the following
reasoring: First Lhe categories of governance structures mentioned above
predominantly reflect the relationshup berween actors invoived in 2
transzction. Secondly, action selection is obviously considered the relevant
subject of this relatonship. 1n markets, selecnon of action 1s based on
voluntary bilateral agreements between individuals, in hierarchies action 1s
compulsorily selected by an authority on a higher level, and contractual
relations contain both voluntary action before the contract has been finalised
and compulsory action when the contract 1s in force. However, (ransactions
which are relevant for agri-environmental phenomena are not limued o the
cuestion of whether action selection is voluntary or compulsery, and they are
cven not restnicled o selecting action, but include many other activihies which

represent either prerequisites of censequences of achion selecuon This reters
o gathening and processing knowledge and informanion. measuning 2nc
moenitoring, bargaining and conflict resolulion. organtsing adjustmants and
regulating habulites, and so on.

How can we conceive of this oxtended range and more comprehensine
meaning of governance structures’ The Enquéte Commussion of the German
Bungestag: "Protection of Man and the Environment’ has recently published
1wo books on the institutional interpretation of sustaipabihty  In s wurks
previously pubbished, (he Commussion had mainly concentrated- on e
question whal is sustainable development? Objectives ol environmentai
guality and acuivities were defined, for example for the arca of soil protechon.
and management rules as well as policy instruments for the implementation ar
sustainable developmen: were developed. However, sustainable developmeni
has 1o be conceived of as a comprehensive process of searching. learmung and
gaining experience. For that reason, it is not only the question of what might
be sustajnable development but also the question af how and by means of
whal orgamsational principles applied to learming processes n socwty
sustainable developmient ¢can be achicved. As a consequence. environmienial
goals and their implementation by means of policy instruments s not the only
task. In addition, sustainable development has to be nterpreled as a regulatine
idea which requires adequate institutions lo become effective 1n the various
areas of sociery.

For this purpose, the Comymussion has defined four basic strategies (Minsch
cral 1998):

—  Sirategies 1o improve reflexiviry: These strategies reinforce the
sens:vity of all actors regarding the ecological. econonuic and social
side effects of their behaviour. Such strategies can be seen as an
answer to the increasing complexity and d:fferentiation of socieal ang

. political processes. Strategies of reflexivity have 10 be implemenied 2t
all levels and in ail phases of the politicai process. In many cases thes
serve as 2 starhing point and as a basis for further wnstitutional reforms

- of the processes of consensus building and policy making '
Strategies 1o rewnforce sell-orgamsaton and parhicipation. These
sirategies can be considered as a respense (o the fact that pohucal
processes are increasingly 1solated and separated from the citizens and
the people concerned. Accerdingly, self-organisation and participaiion
are supposed (o have an integrative impact by which polics are
embedded again into society. People and groups concemed with
poliical decisions are supposed o become poliical actors again. and
poerly organised groups which are not able to express their inleresis i
the political sphere. for example many social and ecological interests
may use such strategies to get a hearing in the polincal process
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- Strategies for nterest harmonisation and conflict regulation: These
strategres aim a1 balancing inequalines of power and conirol over
resources They may lead to construchive solunons regarding conflicts
herween different imterests and confhicting values, for cxample
berween ecological. economic and sociat aspects of sustzinability
Parucutarly i the agncultural seclors.  ccologreally metivaled
resimcnons on property nights and new environmental pohicies cause
winners and loscrs, The feasibihry of such concepts may be lacking 1f
mechamsms o deal with conflicts of distribution are underdeveieped

- Strategies for nnovation: These stratcgies creale new options and
capacities for action in socicry which may be socielal, -political.
cconomic or technical in nature. They provide possibilities for creative
pracesses of searching and learning 1n society during the process of
achicving suslainable development In this way; they may help 1o
reduce or cven 1o avoid conficts between the different objecnives
which consnirule sustainabiliry Co-operalive approaches 1o cope with

environmenltal problems on the regional level could be an examplc for
such innovalions

The Commission stresses the paint that the actors in a society should leam to
interpret their position as a member of a nerwork, They are supposed to take
into account the framework conditions of other aclors and the determinanis
and constraints guiding the development of society as a whole, and they arc
cxpected to include these aspects in their own decision making. A befter
undersianding of murual dependencies enables each actor 10 1ntegrate long-
term socictal conditions into his or her reasoming and helps him or her o
contnibule to sustainable development.

In this way, society is moving towards a ‘learning organisation’
Sustamability as a regulative 1dea requires such processes of searching within
society because the design of institutions and of policy instruments cannot
immediately be denved from this basic principle. -As a conscquence,
discourses play a centrat role in this process of learning. Qrganising such
discourses requires |carming organisations which both’ provide signals for
lcarming processes 10 and receive such signals from sociery. Learming
orgamsalions as well as the leaming socicty as @ whole can be concerved of as
being both prercquisites and results of the processes of discourse.

In principle. all the aspecis of govermance Sstructures  supporting
sustainability also apply to agri-environmental co-ordination on the regional
and local level Accordingly. the following elements play a role:

I markets. for example wwadable pollution quotas;
2 hierarchies (organisations) like environmental bureaucracies;
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3. hybnd forms (contracrual relations), for example stewardship contracis.

4 horizontal non-marker co-ordination, that 15 co-operation  ind
participation of farmers;

5. knowledge and information sysiems, formal and informal nerworks,

metheds and infrastructure for measuring. monitering and evalvatng

environmental damages and benefits. for example laboratones.
7 rules and procedures for conflict resolution. distribution of cosis and
benelits, regulation of liabiliry;

8 incentives and opportunities to promote innevation and learn:ng

in reality, governance strucfures will consist of different combinations and
complex arrangements of these etements.

7 THE SCOPE FOR AGRI-ENVIRONMENTAL CO-
OPERATIVES AND CO-OPERATION AS AN
INSTITUTIONAL INNOVATION

Of course, nobody will reasonably expect that co-gperatives and ¢o-operztion
can solve all agri-environmental co-ordination problems. In other words. this
would mean that

{a) for all combinations and groupings of transactions and actors with the
described properties-and features, co-operative armangements would be
the most efficient instiutional innovation, which would prove w0 5e
superior in a process of institutional competition with other instirutional
solutions.

{b) all instirutional solutions désigned in an optimal way to deal with the ¢co-
ordination problems originating from those combinations and groupings
of transactions and actors with different properties and features ang.
hence. surviving institutional competition, would fall into the range of
co-operative arrangements, leaving the other categories ouwilined abose
empry.

As a consequence, the question arises as 10 when co-opéranives and co-
operation will be competitive and when other instirutional alternatives wall be
preferred. If we could find answers to this question. we simultaneously would
have benter knowledge of how we should orient our efforis 10 intentionaliv
design institutional 1nnovations in this area. However, since most of the
answers are still lacking, we must restrict ourselves to a few arguments for
identifying situations and solutions in which priority might be given 10 co-
operative arrangements, According to the strucrure of groups of determinanis



developed in this chapler. we slan by asking which transactions could be ¢o-
ordinated by co-operatives or co-operalion:

Costs of administration] monitoring and enforcement, or generally
speaking, the transaction costs of policy, can be lowered by co-operation
and panicipation (see Hanna [%95). 'During the stages of problem
identification and policy design. transaction costs are minimised by & top-
down approach — that is one that avoids speading time and resources in
co-ordination, information, - dissemination and conflict resolution.
However, such an approach creates uncertainty in the rmund of the users
as to the goals of the process, encouraging shor-term actions al the
expense of long-term sustainability, By contrast, the bottom-up approach,
involving extensive participation by users, gives them a stake in the
outcome and reduces uncera:nty about the process goals. Users are more
likely to comply with regulations, and to adopt a stewardship ethic, when
thev understand and endorse the policy goals, and have some assurance
of control over outcomes’ (OECD 1998, p. 16). In other words. when
visibility and transparency . are low and costs of menilorning and
superviston are high, compliance with environmental rules and nonms
can be improved by parucipation and co-operation instead of using
hierarchical tnstruments of enforcement. [n addiion, group leaders or co-
operative managers can make use of tools for contrel and enforcement
govertunent agencies cannot access, like appealing to members’ loyalhies
and applying peer pressure,

Economic approaches often try to attribute weil-defined values and tasks
of functions to componenis of nature and corresponding criteria 1o
environmental problems that would enable them 10 find optimal and
stable economic solutions. However, some authors criticise this view
because it considers natural resources in the same way as ‘commodilies’,
as If goods derived from nature and ecosysiems were separale and
discrere elements (Berkes and Folke !998; Holling, Berkes and Foike
1998). Additionally, natural systems are always dynamic and many of
their changes are not predictable (sec Hanna, Folke and Maler 1996). As
a consequence, institutions are necessary which account for the
complexity and dynamics of such systems. Environmental co-operatives
may be appropriate solutions for this, because they use local knowledge
and adjust to local conditions.

Balance of power between farmers and government agencies may be a
problem because of the opportunilies 1o pracuce opportumism agains
farmers due 1o the above-mentioned reasons of site and capital
specificiry. Agricenvironmental co-operatives can build countervailing
power, and co-operalive contracls berween such co-operatives and
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admunistrative units may avoid hold-up problems. in addinon. the
managers of the co-operanves can contribute to farmers’ nlercs
representation and develop procedures ol conflict resolution regarding
relations to external agents.

While some agri-environmental probiems like soil compacuoen can be
tackled by addressing single farms, many other environmental issues
related to agriculrure'require parucipation of several or cven many farms,
for example reduction of habitat fragmentation and maintenznce of
ecologicai nerworks (see also Falconer, Chapter {3, this volumed
Specifying and exploiting property nghts which have remained n the
public domain because they could not be separated and allocawd 10
single land users due to high transaction costs {see. for this aspeet
Slangen and Polman, Chapter 4, this volumne) also belong 1o this point
The spatial disinbution of ecological effects onginaung from the
production aciivittes of individual {armers 1s relevant for potential gains
from joint acuion for capturing such externalities (see. for more defaiis
OECD 1998, p. 20).

Due to the fact that transacuons in agnculture which are ecolowivally
relevant often show a high degree ol helerogeneity. as mentioned abuse
‘uniform standards and charges that are non-largeted are relativels
inefficient insttuments for dealing with such vanability On the other
hand, any public law approach that involves frequent tinkering with
constraints and penalties, besides requinng a considerable effert i order
to communicate changes to those expecied o comply with law, n
general risks reducing their accepiance of it Mare generally
delegating greater responsibility of environmental and ressurce polics 10
soctal institutions may prove 10 be the only pragmauc way lor
governments (0 deal with the number and complexity of environmental
issues that they are being asked (o address’ (OECD 1998.p 17)

Similarly, the following features of acters play a role for the establishment of
agri-environmental co-operatives: '

The imporance of trust and credible commitments has frequently been
emphasised in the literature on co-operative management of natural
resources (sec, above all, Ostrom 1999). It has ailse been treated o some
detail by Polman and Slangen (Chapter 5, this volume}. One of the main
insights. of the.literature available on this 1ssue s that trust and credible
commitment are a0t Just an individual accomplishment of the persons
involved, but can be systemarically provided 1n a stable, fong-lasting was
by means of organisation and culture {Osteom 1999, p 46, p 36) Heore
we can find another opportumity for environmental co-operatives which
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may-be better able o fulfil these conditions than ather oastihons!
ophions

ra

Conflicts about cnvironmental problems and natural resources merease in
the countryside leading to polarisanon of stakeholders and contradiching
interests - The “fundamental sirength of co-operative approaches ::)
rexolving natural resource dispuics s that they encourage the wvarious
siakceholders 1o 1denufy with the particular place. environment. resource

and 1o take responsshility for 11’ (OECD 1998, p. 18). The co-operative.’

conflict model used as 2 conceprual basis for a €o-management approach

by Bimer. Jell and Wirtmer {Chapter 3, this volume) aims at similar
goals.

3 Murual learming among practitioners s another advantage of co-
Opcralion_ parnicutarly if the farmers and other land users have frequent
contact in an atmosphere of 1rust. They may exchange experiences and
ideas which sitmulate them 10 find solutions to their problems and 1o
iniroduce technological and organisational innovations.
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Whether or not an cnvironmental co-aperative is stable and successful
depends not only on the members and’ the management of the co-
operative nself. It is important that other actors and organisanons
recognise the co-operative as a legiimate partner. Ostrom (1999, p. 131}
mentions that those fishing co-operatives thal were recogmsed by the
regionai governmenis and to which the tasks of co-ordination were
delegated, proved 1o be more stable than other ones.

8 CONCLUDING REMARKS

As far as the sclection of 3 reasonable property rights regime for
crvironmental co-operatives for farmers 15 concemed. an imporant queshion
i~ whether or not farmers should keep their rights 1o nature components and
scological anributes or whether these rights should rather be transferred 1o the
co-optrative. As has been pointed oul abave, one of the main arguments for
cnvironmental co-operation is the opportunity 10 use local and detailed
knowledge of the land users and to reduce the transaction costs of
implementation by increased panicipation, Taking away property rights, and
the corresponding duties. to naturc components from the members of
cnvironmental  co-operatives counteracts these objectives. In contrast,
responsibilitics and motivation for sustainable agriculrure should remain with
the land users. for example farmers, and the co-operative should rather be
understood as a govemance structure co-ordinating the members® activities by
working rules and manragemen! procedures.

Insnenonal grrangemenis for enviconmental co-opergiives M

For the same reason, that s asymmetne wnformation and motivzion of
producers, property rights are divided in other areas of the economy The
refers to producers of wrappings. used motor oil and solvents and. :n ihe
furure, even to cars which have to be taken back by their producers because
they know best about the contents and composition of thair commoditics
Leaving these property nghls components with the producer saves and ¢ven
creales informanion about causal connections of environmenially relevani yide
effects of production processes and adequate techniques 10 avord or to redude
these impacis. This can be considered as a “transparency-crealing insntution?)
arrangement’ (Haberer 1996, p. 186) because every transfer of that durv o
actors others than the producer would be connected with a loss of
information, The same applies to motivation, because being exphcily
responsible for the negative eénvironmental effects of his producuon
processes, as well as being entitled to appropriate positive results. will make
the producer interested in environmentally frierdly production.

For finding adequate governance structures for environmenial co-
operatives we can leam from the design principles applied 1o the co-operative
management of common-pool resources (see. for a comprehcnsne
description, Ostrom 1999). Another source coutd be the sconomic theony of
c¢ollective action which emphasises selective incentives as a tool 10 avord froe
riding (see Olson 1965) which may be anainable by *muxing pubhc and
private goods’ when defining the concrete tasks of the co-operative

In the case of public goods, co-cperative management of natural resources
or environmental pollution abatement can increase allocative efficiency 1 =
allows the participating individuals or farms 1o decide on different feveis of
effor according to their abatement costs and possibilities. If the amount of
greenhouse gases. onginating from agriculrure were to be reduced on 2
regional basis, which might be a reasonable strategy, an environmental co--
operative could allow its members 10 make different reductions-based on their
different abilities 10 carry the abatement costs, accept income losses and 10
find ways of adjustment. For this purpose, the management of the co-
operative could economise on the cost of negotiation and the costs of
opportunistic behaviour, and it could also use compensating mechamsms or
establish an internal system of tradable cenificates or greenhouse gas
banking. o

in the case of private goods, members of agri-environmental co-operatives
could benefit from cconomies of scale when purchasing inputs like bie
amounts of plants and seeds or investing in equipment or infrastructure
Furthermore, agri-environmental co-operatives ‘can generate positive external
economies for group members. These economies relate to the collection and
sharing of information and expertise, the formation and reinforcement of
expectations, the promotion of a climate of innovation, and the explontation of



economies of scale’ (OECD 1998, p. 15). Collecting, processing and
evaluating information can be achieved more economically by a group which
can also hire specialists than separately by individuals, and the same is true
for administrative tasks, solutions to legal questions, and bargaining with
others. [n this way, agri-environmental co-operatives can become an

additional element in the institutional environment of farms and in the
networks existing within rural areas. -
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