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A B S T R A C T   

In places where state has been historically the most dominant actor of all reforms, it can be particularly chal-
lenging to develop non-state forms of organization and governance such as agricultural cooperatives known to 
reduce transaction costs and utilize economies of scale. This paper explores the latest state policy on the 
development of agricultural cooperatives in Uzbekistan through the prism of its compatibility with the existing 
institutional conditions. An exploratory case study approach was used to conduct interviews with representatives 
of key actors involved in the policy formulation at the national scale and its implementation in two pilot 
provinces. Applying the analytical instruments of the procedure for institutional compatibility assessment (PICA) 
on the one hand and based on empirical insights from in-depth interviews (n = 22) and internal policy docu-
ments on the other hand, we have identified a set of crucial institutional aspects (CIAs) and their relative 
importance for the establishment of the cooperatives in Uzbekistan. In addition to the incompatibility of an 
excessively and exclusively regulatory nature of the intervention with the desired voluntary form of co-
operatives’ organization, we find that main sources of the policy (in-)compatibility lie within the degrees of 
information asymmetry, farmers’ trust towards the state, and the capacity of the authorities. Although the state’s 
top-down approach was effective at quickly establishing the cooperatives formally, most farmers were informed 
about the policy only symbolically, who then remained largely skeptical about its value, and considered the state 
responsible for its implementation. The findings highlight the need for a change in broader institutional envi-
ronment and allowing time for learning and internalization of self-organization principles by farmers in order to 
make the economic advantages of cooperatives possible.   

1. Introduction 

In the existing literature on agricultural cooperatives, it is largely 
assumed that farmers voluntarily form and join cooperatives, which 
they own, control, and benefit from (e.g., Sexton, 1986; Bijman et al., 
2012; Iliopoulos, 2013). Indeed, in Western countries cooperatives have 
proven to become a viable form of agricultural production (Tortia et al., 
2013; Lerman and Sedik, 2014; Iliopoulos and Valentinov, 2018). The 
economic roots of farmers’ desire to cooperate stem from the need to 
utilize economies of scale, reduce transaction costs, and address market 
failures (Cook, 1995; Deininger, 1995; Ortmann and King, 2007). At the 

same time, cooperatives, based on the pillars of self-help and 
self-reliance, are said to serve to enhance social capital by empowering 
its members (Kötter, 1994). While these advantages of self-organization 
have been the pre-dominant discourse in the literature on agricultural 
cooperatives, the question of whether and to what extent pre-existing 
institutional conditions, broadly defined here as formal and informal 
rules in use (North, 1990, 2005), affect the outcomes of newly intro-
duced cooperative policies remains less explored. 

The clash between pre-existing institutional conditions and new 
policies oriented towards cooperatives can be observed in the post- 
Soviet region more prominently. Given the success of the Western 
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cooperative model, post-socialist countries have engaged in the “coop-
erativization” of the agricultural sector, too. However, the trans-
plantation of the cooperative model in those transition countries, similar 
to legal transplants described by Pistor (2002), faced a stark resistance 
largely associated with the post-Soviet legacy (Bijman et al., 2012). 
Several authors explain that burdened with the relics of the communist 
past, farmers in these countries inherited certain distrust towards the 
notion of the cooperative, which they did and continue to associate with 
collectivization, that in turn gave rise to pseudo-cooperatives (Theesfeld 
and Boevsky, 2005; Bijman et al., 2012; Theesfeld, 2019). Although the 
countries in Eastern Europe curbed the ubiquitous role of state and 
implemented formal institutional reforms to restore markets and secure 
property rights to land, state authorities had to take a leading role in the 
direct support of the development of agricultural cooperatives, since 
farmers were reluctant to cooperate or at least were not used to the 
fundamentally different nature of agricultural organization. Results 
proved to be rather mixed, dependent on the institutional differences in 
the past and during transition period (Bijman et al., 2012; Hagedorn, 
2014; Theesfeld, 2019; Fadeeva and Soliev, 2020). Following the trend 
in the West, many former Soviet Union countries have also embarked on 
the mission to instill collective action in agriculture, but again with 
mixed at best and often also counter-productive outcomes (Lerman 
et al., 2016). 

The paper aims to contribute to the study of institutional compati-
bility of policies, particularly by investigating the question of how 
existing institutional conditions can affect establishment of agricultural 
cooperatives in a transition country, in the example of Uzbekistan. The 
latest state policy on agricultural cooperatives in Uzbekistan from early 
2019 is geared towards widespread promotion of cooperatives as the 
main form of agricultural organization (Decree, 2019). For our research 
question, Uzbekistan presents an interesting case for three reasons. First, 
political changes at the end of 2016 heralded subsequent more dynamic 
transition towards open society and market-oriented institutions, 
including in the agricultural sector (Soliev and Theesfeld, 2020). Sec-
ond, as will be shown in this paper, despite the well-documented desire 
to shift towards more self-organized forms of governance, the state re-
mains the dominant agent of change, particularly in agriculture. Third, 
particularly the small-scale production, which accounted for 70% of 
total vegetables and 60% of total fruits output in 2019 (The State 
Committee of the Republic of Uzbekistan on Statistics, 2020), as well as 
the market failure in the sale and export with up to 40% post-harvest 
annual loss and only about 30% realization of country’s export poten-
tial in fruits (World Bank, 2020) call for an organizational reform that 
reduces transaction costs in accessing markets and utilizes the econo-
mies of scale for farmers in Uzbekistan. 

To systematize our analytical approach, we adapt the procedure for 
institutional compatibility assessment (PICA) (Theesfeld et al., 2010), 
particularly suitable for our purpose of analyzing the implementation of 
the policy on agricultural cooperatives in Uzbekistan and its interplay 
with existing institutional conditions. We proceed with an overview of 
the theory on agricultural cooperatives and theoretical concept of 
institutional compatibility applied to the context of post-socialist 
countries (Section 2). Then, elaborating our analytical and empirical 
approach (Section 3), we analyze compatibility of the newly introduced 
policy on establishing agricultural cooperatives in Uzbekistan, particu-
larly through the lens of identified crucial institutional aspects (CIAs) 
(Section 4). We conclude by summarizing and discussing our key find-
ings pointing towards the need for a change in the broader institutional 
environment and allowing adequate time for learning and internaliza-
tion of self-organization principles by farmers to make the economic 
advantages of cooperatives possible (Section 5). 

2. Agricultural cooperatives and institutional compatibility 

2.1. Rebuilding agricultural cooperatives in post-socialist countries 

The theory of agricultural cooperatives indicates that by freely self- 
organizing in cooperatives based on common interests and needs, in-
dependent farmers and other concerned parties can minimize trans-
action costs and strengthen farmers’ bargaining positions in market 
(Sexton and Iskow, 1988; Cook, 1995; 2018; Valentinov, 2007; Grashuis 
and Su, 2019). It is also argued that membership in a cooperative fa-
cilitates development of social values, such as of self-help, democracy, 
equity, openness, social responsibility, and caring for others (ICA, 
2016). However, the genesis of cooperatives in post-socialist countries 
with extended period of communism legacy contrasts to that of “Western 
world”. A Soviet-style approach to agricultural policy via forced 
collectivization distorted the core meaning of collective action and 
cooperation among land users in these countries (Grancelli, 2011; 
Hagedorn, 2014; Lerman et al., 2016). Although, post-socialist European 
countries moved rather quickly to implement reforms in building 
market-oriented institutions and establishing property rights, the pro-
cess of restoring social capital and trust towards the concept of coop-
erative has been lengthy and is still ongoing (Bijman et al., 2012; Mike 
and Megyesi, 2018; Möllers et al., 2018). For example, the market share 
of cooperatives in the horticulture sector in Poland (11%), Hungary 
(18%), and Romania (0%) is still well below the average across the 
European Union (42%) (Bijman et al., 2012). To overcome the barriers 
related to the past experience, the studies highlight that long-term 
legal-economic and advisory support by the state, as well as capable 
leadership are the key factors in the emergence of agricultural co-
operatives in post-socialist countries of Central and Eastern Europe 
(Hagedorn, 2014; Wolz et al., 2020). 

Similarly, the literature indicates that in the countries of the former 
Soviet Union, with farmers having little or no incentive to engage in 
collective action, authorities tend to opt for top-down policy measures to 
establish agricultural cooperatives (Golovina and Nilsson, 2011; Kur-
akin and Visser, 2017; Wolz et al., 2020). The distinctive features of the 
top-down approach observed in these countries are the focus on the 
execution of policy-makers’ intentions; initial statement of purpose; 
implementation with clear lines of authority and enforcement of norms. 
Studies on the top-down facilitation of the cooperatives in the 
post-Soviet countries (e.g., Russia and Central Asia) point at the signif-
icant role of the state in the development of cooperatives, which are 
mostly understood as production ones (Lerman et al., 2016); the un-
willingness of farmers to actively participate within cooperatives 
(Golovina and Nilsson, 2011); and the crucial role of the continuous 
budgetary support for the survival of the cooperatives (Kurakin and 
Visser, 2017; Yanbykh et al., 2019). However, the outcomes of the 
top-down facilitated efforts proved to be not optimistic so far, which is 
understandable as state-dominated cooperatives have a prominent his-
tory of failure. This is reported to be, not least, due to the disregard of 
farmers’ perspective towards (i) the idea of agricultural cooperatives 
overall; (ii) key actors involved in shaping the broader institutional 
environment of the cooperatives such as state authorities and buyers; as 
well as (iii) legal-economic terms and conditions of establishing and 
operating a cooperative (e.g., Lerman, 2013; Wolz et al., 2020). 

Compared to the state-controlled forms of agricultural organization, 
scholars generally argue for the institutional environment that supports 
voluntary forms of agricultural cooperatives (e.g., Shiferaw et al., 2011; 
Lerman and Sedik, 2014). At the same time, learning and experiences of 
more independent decision making is thought to contribute to the 
empowerment of farmers, in turn making them less reliant on external 
actors, especially the state, and more resilient in dealing with dynamic 
challenges (Kötter, 1994; Birchall and Ketilson, 2009; Rakopoulos, 
2014). It is therefore reasonable to expect that fundamentally changing 
the approaches and practices established during the Soviet times in the 
agricultural sector and beyond, which shaped at least two-three 
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generations of farmers and decision-makers, will take considerable time 
and learning (Soliev and Theesfeld, 2020). 

2.2. Historical-institutional background to agricultural cooperatives in 
Uzbekistan 

Two institutional conditions can be highlighted in the agriculture of 
the post-Soviet Uzbekistan that are particularly relevant from the 
perspective of establishing agricultural cooperatives. First, agricultural 
land in Uzbekistan is the state property (Lerman, 2008; Djanibekov 
et al., 2012). Farmers can lease the land from 30 to 50 years, according 
to the national Law (1998) “On Peasant Farms”. The lease rights are not 
transferrable to third parties and cannot be used for sale or sublease. In 
order to “optimize” resource use, the state has been implementing “land 
optimization” policy to reallocate land among farmers every 3–4 years 
since 2008 with the last one in early 2019, resulting in the changes in the 
number of farmers (Zorya et al., 2019). Second is the dominant role of 
the state in agriculture. Although state-initiated reforms have shifted 
land use rights from collective large-sized farms to individual farms and 
smallholders (Lerman and Sedik, 2018; Zorya et al., 2019), the state 
retained a tight control over the production of crops in the farmlands, 
resorting to regulatory instruments such as state quota and crop place-
ment plans (Veldwisch and Spoor, 2008; Djanibekov and Finger, 2018). 

The history of attempts to establish some forms of cooperatives in 
Uzbekistan dates back to the Soviet period, from which, after gaining 
independence in 1991, Uzbekistan inherited kolkhozes – collective farms 
with a relatively pure state-control (Ilkhamov, 1998; Veldwisch and 
Spoor, 2008). Adoption of the Law (1998) “On Agricultural Cooperative 
(Shirkat)” launched the transformation of the kolkhozes into shirkats – a 
form of an agricultural organization based on the production contracts 
with small family farms, who could lease land from shirkats for 3–5 years 
(Schoeller-Schletter, 2008; Veldwisch and Spoor, 2008). Over time 
shirkats were reported to be inefficient due to lack of members’ moti-
vation, state interference into shirkats’ management, and poor mecha-
nisms of state financing and pricing of the production (The Center for 
Economic Research, 2004). Consequently, the state launched another 
land reform in 2004, which led to the dismantling of the shirkats and 
distribution of their land to individual farmers. The transformation of 
the shirkats was accompanied with the establishment of agricultural 
firms (agrifirm) – a commercial organization to be voluntarily founded 
by individual farmers (Decree, 2006). Agrifirm’s work was based on in-
dividual contracts with its members for the sale of products and provi-
sion of production-related and marketing services, while helping the 
members increase their export potential. 

Against this background, the Decree of the President of Uzbekistan 
from 14 March 2019 (Decree, 2019) signaled an important turn. Coop-
erative was proclaimed as a preferred organizational form in the agri-
culture. The main official objectives of the policy are the development of 
the value chains of sustainable production and export of the competitive 
products in agriculture. The new Decree (2019) states that land users 
can establish and join cooperatives on a voluntary basis. Unlike the 
foregoing state policies on shirkats and agrifirms, this policy distinguishes 
two new incentives to make cooperatives attractive for farmers. First, 
the land of the cooperative members shall be exempt from further state 
expropriation and land reallocation reforms. Second, farmers, as mem-
bers of cooperatives, are entitled to independently determine their crop 
structure, land allocation and production targets starting from 2020. 

Based on these observations, our study both theoretically and 
empirically addresses the following question: how can existing institu-
tional conditions affect the development of agricultural cooperatives in 
a transition country such as Uzbekistan? Answering this question is 
important as the literature, especially at the intersection of institutional 
compatibility in transition countries and agricultural cooperatives, is 
scarce, while studies on Uzbekistan lack empirical evidence that 
particularly takes the farmers’ perspective. 

3. Methodological approach 

3.1. PICA: Policy classification, actors, and CIAs 

The study uses an exploratory case study approach (Yin, 2018), 
particularly following the Procedure for Institutional Compatibility 
Assessment (PICA) (Theesfeld et al., 2010; Amblard and Mann, 2011; 
Mandryk et al., 2015; Theesfeld and Jelinek, 2017). In order to under-
stand the institutional compatibility of a policy, as a first step, we 
analyzed the broader historical-institutional background to the intro-
duction of the policy on agricultural cooperatives in Uzbekistan (Section 
2). The new Decree (2019) was then analyzed following PICA, which 
proposes to distinguish three types of intervention – regulatory, eco-
nomic, and advisory/voluntary, and to contrast them with the area of 
intervention – hierarchy, market, and self-organized networks. Various 
combinations between the types of intervention and the areas of in-
terventions can already provide information about the compatibility of a 
new policy with the broader institutional environment. As will be out-
lined later, what we study here is a regulatory intervention addressing 
voluntary governance structures. To understand the compatibility of the 
policy from the perspective of the involved and affected actors, PICA 
then focuses on identifying the key actors. In the presented case study, 
we can identify the following types of relevant actors: representatives of 
state authorities, farmers, and heads of cooperatives, who simulta-
neously act as intermediates in finding buyers/exporters. While some of 
the buyers/exporters are considered an external actor to cooperatives, 
some are registered as members. There is another group of actors who 
support the policy by providing expertize and development assistance – 
international donors and organizations. 

Finally, PICA analyzes crucial institutional aspects (CIAs), combining 
the theoretical considerations with the empirical data. Institutional as-
pects encompass formal and informal rules in use or perceptions of ac-
tors that potentially facilitate or hamper policy implementation 
(Theesfeld et al., 2010). Formal institutional aspects could include 
formally issued and written policy terms and instruments, as well as 
existing legal framework (e.g., Stupak, 2016: 87). Informal institutional 
aspects could include non-written or not official but well-established 
practices among actors, as well as perceptions about what actions are 
considered acceptable and whether other actors are considered trust-
worthy. Based on theoretical considerations and keeping in mind the 
policy terms and goals, its area of impact and affected actors (Decree, 
2019), we explored the library of the CIAs (Schleyer et al., 2007). The 
specification of the policy type as regulatory one, addressing voluntary 
governance, enabled us to select from the initial library those CIAs that 
are related to the state support for farmers, bargaining power of farmers, 
property rights and perceived economic benefits of farmers, and trust of 
the farmers towards other key actors (Table 1). Case-specific crucial 
aspects, such as “trust of farmers towards an exporter”, “presence of an 
exporter”, and “improved access and use of water”, are CIAs that have 
been elaborated and adapted together with experts which reviewed and 
gave feedback on the initial list of CIAs. Following PICA, the adapted 
CIAs were then discussed with and ranked by the key actors in the 
selected locations. 

3.2. Study locations, data collection and analysis 

The case study locations were selected based on Decree (2019), 
which outlined the exact provinces and districts where new cooperatives 
had to be established: Bulungur and Urgut districts of Samarkand 
province and Qibray and Parkent districts of Tashkent province. The 
agriculture in these provinces specializes mostly in the production of 
fruits, vegetables, grape, and wheat. We can observe the importance 
attached to the cultivation of food crops in these provinces by comparing 
it with the state-ordered cotton. In contrast to the nationwide share of 
cotton area, which is 37% of total sown area, it accounts for only 25% of 
total sown area in these two provinces, placing them into the category of 
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top three regions with the least share of cotton area among all 13 regions 
in the country (Zorya et al., 2019). The share of the cotton is in decline, 
and Samarkand and Tashkent provinces together continue to make a 
substantial contribution to the total national production of fruits (16% 
in 2019), vegetables (25%), grape (42%), and grain (18%) (The State 
Committee of the Republic of Uzbekistan on Statistics, 2020), naturally 
making them among the first for consideration of more efficient forms of 
organization. 

Field visits were carried out in the summer and fall of 2019. Due to 
the exploratory nature of the research, the study followed the purposeful 
sampling approach to identify relevant actors and continued until 
theoretical saturation was reached (Bryman, 2016). As a result, 
semi-structured interviews were conducted in total with 22 actors 
relevant to the policy on cooperatives (out of total 27 approached, 
response rate=81%):  

• members of cooperative: farmers (n = 112): four from Parkent, three 
from Qibray, and four from Bulungur district;  

• the chairpersons of cooperatives (n = 6): one from Parkent, three 
from Qibray, and two from Bulungur district; 

• representatives of state and local authorities involved in the imple-
mentation of the cooperative policy (n = 2);  

• experts: representatives of local offices of the World Bank, German 
Public Association for International Cooperation (GIZ), and French 
Public Agency for the Development of International Cooperation in 

the Areas of Agriculture, Food and Rural Space (ADECIA) who con-
sulted the government in the development of the new policy on 
agricultural cooperatives (n = 3). 

The questions of the semi-structured interviews were dedicated to (a) 
relevance and (b) relative importance of CIAs for implementation of the 
policy on agricultural cooperatives (Appendix 1). Following an in-depth 
interview on identified CIAs, we asked respondents to rank the ten CIAs 
against one another on the scale of 1 (least important) to 10 (most 
important). Respondents had a choice to give the same rank to several 
CIAs when they thought that they bore equal importance. In total 19 
respondents (out of 22) agreed to rank the CIAs: farmers – nine, chair-
persons of cooperatives – six, representatives of state authorities – two, 
experts – two. 

For an in-depth understanding of the formal process, we have also 
collected official documents pertaining to the establishment of the co-
operatives: (i) resolutions of the local state authorities, both on pro-
vincial and district levels; (ii) protocols of the meetings held by the local 
state authorities related to the establishment and development of the 
agricultural cooperatives; and (iii) internal documents of the co-
operatives such as the Charters and certificates of registration. The goal 
was to ensure that the context and details of the policy unrolling process 
were correctly understood. 

We analyzed the data from interviews mainly qualitatively by 
applying thematic analysis (Mayring, 2014; Bryman, 2016). We coded 
the data according to the crucial common themes as well as key simi-
larities and differences in expressed views related to the policy imple-
mentation. We continuously cross-validated our findings with the key 
informants and existing evidence in literature throughout the research. 
Individual rankings of CIAs were aggregated to understand the emerging 
trends. In deriving aggregated results, we gave each respondent’s 
ranking the same weight and integrated two specific empirical lessons 
learned during the field research. We observed that first, the respondents 
were relatively confident in ranking the first three most important CIAs, 
and second, they were often not confident in prioritizing one CIA over 
others with regard to top three. Thus, we aggregated the individual 
rankings according to their inclusion in top three, allowing us to identify 
emerging clusters of CIAs from the most to the least important ones as 
perceived by the respondents. We triangulated this method with a 
simple total score method and comparison of medians (see Appendix 2). 
Two key informants with extensive experience and insider knowledge of 
agricultural reforms (representatives of local authorities) were inter-
viewed on a recurring basis during the entire field research to verify 
emerging findings. 

The following section presents and discusses the findings of our 
analysis focusing on the overall compatibility and process of the policy 
implementation, and in-depth insights from the discussions and ranking 
of CIAs. 

4. Results and discussion 

4.1. Overall compatibility, process, and speed of policy implementation 

Applying PICA to the analysis of Decree (2019) and distinguishing 
three types of intervention – regulatory, economic, and 
advisory-voluntary, we see that the policy on the agricultural co-
operatives in Uzbekistan falls into regulatory type of intervention, since 
it authorizes state bodies to directly supervise the establishment of the 
cooperatives. Further, by directly identifying the exact locations of co-
operatives with no prior consultation with farmers, the policy can be 
classified as excessively regulatory, since the decisions of the farmers to 
join a cooperative are fully pre-defined by the authorities. By its area of 
intervention, the policy stipulates the creation of a new legal form of 
agricultural production and the enhancement of the farmers’ property 
rights. These two combined can have an impact on the markets. At the 
same time, cooperatives, in essence, are or are expected to become 

Table 1 
CIAs identified as relevant to policy on agricultural cooperatives in Uzbekistan.  

Groups of CIAs in 
relation to farmers 

# CIAs Assuming a facilitating (+) or 
hampering (-) role in the 
implementation of the Decree 
to establish cooperatives 

State support for 
farmers 

1 Information on 
policy 

Information on policy is 
distributed among actors 
timely and fully (+) or not (-). 

2 Government 
support for farmers 

Special incentives make 
farmers consider joining (+) 
cooperatives or not (-). 

3 Capacity of the 
authorities to 
enforce the policy 

State authorities can facilitate 
(+) or hamper (-) the 
promotion of cooperatives. 

Bargaining power of 
farmers 

4 Certainty of 
membership terms 

Farmers are able to negotiate 
the terms and conditions of 
their membership in 
cooperatives (+) or not (-). 

5 Presence of an 
exporter 

Presence of an effective 
exporter can motivate farmers 
to join cooperatives (+). 

Property rights and 
perceived 
economic benefits 
of farmers 

6 Secure land rights 
of farmers 

Land rights of the farmers can 
be enhanced (+) or 
compromised (-) within 
cooperative. 

7 Improved access 
and use of water by 
farmers 

Water rights of the farmers 
can be enhanced (+) or 
compromised (-) within 
cooperative. 

8 Expected farmers’ 
income increase 

The sale and export of 
products within cooperative 
can increase (+) or decrease 
(-) farmers’ income. 

Trust of farmers 
towards key actors 

9 Trust of farmers 
towards the state 
authorities 

The degree of trust towards 
the state can positively (+) or 
negatively (-) impact the 
policy. 

10 Trust of farmers 
towards an 
exporter 

The degree of trust towards an 
exporter can positively (+) or 
negatively (-) impact the 
decision to join cooperatives.  

2 Two of the farmers were also exporters. 
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self-organized networks. Thus, the aims of the Decree (2019) are to 
impact markets, and create self-organized networks using an excessively 
regulatory intervention, which in itself is a sign of incompatibility 
(Theesfeld et al., 2010). 

The process of establishing cooperatives on the lower governance 
levels likewise continued following a hierarchical order, in which 
respective governors (khokims3) in provincial and district levels issued 
their orders to legally enforce the establishment of cooperatives. The 
process was extremely quick. The speed of the policy implementation 
can be illustrated in the example of Qibray district, Tashkent province. 
In order to enforce the policy after the issuance of the Decree (2019) on 
14 March, the Tashkent provincial khokim issued Resolution (2019a) on 
22 March, followed by Resolution (2019b) of Qibray district khokim on 
28 March. All nine cooperatives in Qibray district were registered on 17 
April 2019. The process followed a similar procedure in the Bulungur 
district of Samarkand province. Local district administration (khoki-
miyat) held the meeting and issued the Protocol Decision (2019) on the 
establishment of cooperatives on 27 March. Further, two cooperatives 
were registered already on 9 and 10 April 2019, respectively. Already 
three months after Decree (2019) was issued, official data show 22 
agricultural cooperatives registered in Tashkent province and four in 
Samarkand province (Table 2). 

The distribution of cooperatives is uneven between provinces. A 
large proportion of cooperatives was registered in Tashkent province. 
Cooperatives were established within administrative borders of the 
communities in the districts. Thus, one cooperative per community. 
However, whereas in two selected districts of Tashkent province co-
operatives were formally established in most of the communities, in 
Bulungur and Urgut districts of Samarkand province, the cooperatives 
were established only in two communities in each district, out of 16 and 
25 respectively. The representatives of local authorities explained that 
as an experiment they chose communities where presumably farmers 
had better financial conditions (i.e., lack of debts) than in others. 

In all of the cooperatives, local district khokims de-facto appointed 
heads of the cooperatives that farmers had to approve formally. As was 
stated above, each district has a certain number of communities. Each 
community has an informal leader of the farmers, who often also used to 
be the head of the shirkat, then of the agrifirm, and is responsible for 
enforcement of the orders of authorities among farmers. All interviewed 
chairpersons of cooperatives used to be the heads of the agrifirms. 

Cooperatives are registered as production cooperatives and share a 
standard Charter with the similar provisions. Lerman (2013) points out 
that in the post-Soviet domain production cooperatives in essence are 
the hybrid of production and service cooperatives, which is the case for 
new cooperatives in Uzbekistan. The Charter specifies terms and con-

ditions of the membership, including the amount of a one-time mem-
bership fee. The amount of fee is calculated per hectare of leased land 
and varies among cooperatives. For example, in the cooperative “Gren 
Agro Zarafshon” (Bulungur district, Samarkand) the amount per hectare 
was 200,000 Uzbek Sums (UZS) (equivalent to 24 USD4), thus if the 
farmer has 20 ha of land then he or she has to deposit four million UZS 
(about 500 USD). Another cooperative “Choyantepa Chorbog” in the 
same district set 300,000 UZS (equivalent to 36 USD) per hectare as the 
basis for calculating the membership fee. Cooperatives in Bulungur 
district had bank accounts at the time of the field study and started 
collecting membership fees from farmers. However, cooperatives in 
Tashkent province not only could not collect membership fees, but most 
of them had not opened bank accounts as of the time of field visit (five 
months after the formal establishment of the cooperatives). 

4.2. Perception of CIAs by key actors 

4.2.1. Actor ranking of CIAs 
Analyzing the results of the survey (see Appendix for details), we 

identified the relative importance of CIAs as perceived by the re-
spondents (Fig. 1). Generally, the results reflect the nature of the state- 
designed policy as the respondents ranked the importance of the state- 
related CIAs particularly high. 

Particularly, the first three CIAs, deemed most important by the re-
spondents, highlight the perceived role of state. It is in accordance with 
the literature, which suggests that the outcomes of the policy in-
terventions depend on the communication of information, farmers’ trust 
towards state, and authorities’ capacity to streamline the process of 
cooperatives’ promotion (e.g., Hanel, 1994; Juntti and Potter, 2002; 
Bijman et al., 2012; Lerman, 2013). Only then comes the cluster of CIAs 
highlighting the economic conditions – expected income increase, gov-
ernment support for farmers (in the form of incentives), trust towards 
buyers and presence of buyer at all – which some of the economic 
literature stresses as the most important (e.g., Sexton and Iskow, 1988; 
Hagedorn, 2014). The ranking also identifies a clear cluster of CIAs 
perceived as least important by the respondents on aggregate – secure 
land rights of farmers, certainty of membership terms, as well as 
improved access and use of water. 

Interestingly, two experts who ranked the CIAs had relatively similar 
views on the importance of almost all CIAs (difference in ranking 
ranging between 1 and 3) (Fig. 2). From these, compared to aggregate 
results from all respondents, the higher importance attached by the 
experts to the secure land rights stands out, corresponding to the liter-
ature that increasingly views secure land tenure as one of the most 
important factors in agricultural reforms (Hare, 2008; Deininger and 
Jin, 2009; Hodgson, 2015; Di Falco et al., 2020). Experts greatly 
diverged in their ranking of “capacity of the authorities to enforce the 
policy” (difference in ranking = 8). One of the experts seemed to take a 
more “realist” view, believing that the capacity of the authorities was 
much less relevant, since under the conditions of the historically 
dominant top-down approach cooperatives would be formally estab-
lished in any case, thus what happens after was more important (Fig. 2: 
Expert 1). The other expert stressed the importance of the authorities’ 
capacity already at the outset by carefully planning and implementing 
the policy for the emergence of “true” cooperatives (Fig. 2: Expert 2). 
The clash between these two views seems to uncover the genuine 
challenge in introducing new policies as to when and with whom a 
change should start, and whether the state authorities likewise have to 
change their approach even when the farmers are the target of the 
policy. 

Finally, a simple comparison of the rankings by farmers between the 
two provinces (see Appendix) shows that medians for six CIAs did not 

Table 2 
Number of established cooperatives and their members in Uzbekistan, 1 July 
2019.  

Indicators Tashkent Samarkand Total for two 
provinces 

Number of established 
cooperatives  

22  4  26 

Number of farmers, members of 
cooperatives  

731  181  912 

Number of smallholders, members 
of cooperatives  

466  391  857 

Number of exporters, members of 
cooperatives  

14  3  17 

Total number of members  1211  575  1786 

Source: Ministry of Agriculture of the Republic of Uzbekistan (2019) 

3 Khokim – head of the local state administration. 

4 Official exchange rate of the Central Bank of Uzbekistan as of 15 April 2019, 
1 USD = 8 451.4 UZS. URL: https://cbu.uz/en/ 
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differ by more than 3 points, and that two CIAs – presence of an exporter 
and secure land rights – were ranked by Samarkand respondents as 
considerably more important (medians = 8.5 and 7 out of 10 respec-
tively) than Tashkent respondents (medians = 1 and 1 respectively). 
This brings forward the debate on the role of center and periphery in 
identifying the influence of state. One explanation could be that these 
non-state related CIAs seem to be perceived as more important ones due 
to more distant location of these cooperatives from the center (capital). 
Likewise, there is a moderate but still noticeable difference (4) in 
ranking of two other CIAs – certainty of membership terms and 
improved access and use of water, again for Samarkand these two being 
more important. We should treat these results with caution and for 
exploratory purposes, as the sample is small and non-probabilistic. Yet, 
the patterns with stark differences should not be ignored and investi-
gated further. Thus, the question of causal relationships that can explain 
why we see these differences remains to be explored. 

4.2.2. Information asymmetry on cooperatives policy by actors 
New policy initiative implies new information that actors shall 

possess, and the access to the information and knowledge on the policy 
might be particularly important during the initial phases of policy 

implementation as here the new rules on how cooperatives will work are 
established. While actors considered “information on the policy” the 
most important CIA (Fig. 1), we observed a distinct information asym-
metry among actors. All interviewed farmers (n = 11) acknowledged 
that they had not had any information on the new policy before the 
official issuance of Decree (2019). In addition, only one farmer stated 
that he had read the full text of Decree (2019) after its publication 
(Interview 18, Samarkand). Local authorities reported that in all prov-
inces they had organized meetings for farmers to explain the meaning of 
the policy on cooperatives. As farmers explained, during those meetings 
they had learned that cooperatives would help them with the sale and 
export of the products, as well as with provision of facilities for storage 
and processing of the products. 

Further, the interviews revealed that each of the two key actor 
groups – farmers and local authorities – viewed the other one as 
responsible for action. Most of the interviewed farmers (n = 9) 
expressed the opinion that it was responsibility of the cooperatives to 
help with the production and sale of products, implying that they viewed 
a cooperative as an entity external to them. Representatives of the local 
authorities in formal interviews (n = 2) and in informal short conver-
sations indicated that farmers did not understand the benefits of 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100%

Information on policy

Trust of farmers towards the state authorities

Capacity of the authorities to enforce the policy

Expected income increase

Government support for farmers

Trust of farmers towards an exporter

Presence of an exporter

Certainty of membership terms

Improved access and use of water

Secure land rights of farmers

Share of respondents who ranked the CIA among top three most important

Fig. 1. CIAs ranked by their inclusion to the top three most important ones. Note: 19 respondents in total; respondents had a possibility to give the same rank to more 
than one CIA. 

0 1 2 3 4 5 6 7 8 9 10

Information on policy

Secure land rights of farmers

Government support for farmers

Trust of farmers towards the state authorities

Certainty of membership terms

Capacity of the authorities to enforce the policy

Expected income increase

Presence of an exporter

Trust of farmers towards an exporter

Improved access and use of water

Expert 1 Expert 2

Fig. 2. Ranking of CIAs by two independent policy experts. Note: ranked on a scale from 1 (least important) to 10 (most important).  
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cooperation and that they were unwilling to cooperate with each other. 
The recurring theme in the interviews with the representatives of the 
local authorities was that farmers were not yet capable to work for 
common good and therefore needed a strong supervision or otherwise 
would face a learning curve too steep to overcome on their own. 

A half of the interviewed chairpersons of cooperatives (n = 3) had 
preliminary information about the policy prior to its official adoption. 
The cooperative chairpersons are de-facto integrated into the local au-
thority hierarchy and serve as implementers of khokimiyat’s policy 
within the geographic area of their responsibility. All of them had some 
understanding of the policy and concept on cooperatives, though only 
half of them reported to have read the full text of Decree (2019). They 
understood cooperative as a platform to unite farmers and support them 
with the production, sale, and export of products, which was similar to 
how farmers understood cooperatives in general, too. However, their 
responses indicated that they saw the policy rather through the prism of 
state interests, viewing cooperatives as something that had to be done 
because of the new decree, as well as the order from the khokimiyat to 
implement that decree. 

The interviewed experts also expressed their concern with the lack of 
information and knowledge about cooperatives among state actors both 
at local and state levels. In 2019, in partnership with the Ministry of 
Agriculture of Uzbekistan, German Public Association for International 
Cooperation (GIZ) and French Public Agency for the Development of 
International Cooperation in the Areas of Agriculture, Food and Rural 
Space (ADECIA) organized and conducted several seminars for local 
farmers, chairpersons of cooperatives, and representatives of local de-
partments of agriculture in order to address the knowledge gap. One of 
the experts observed in a seminar that not only farmers, but also local 
officials themselves had a limited knowledge and understanding of co-
operatives and were preoccupied with technical questions such as the 
legal registration of the cooperatives, management of cooperative assets, 
taxation of the cooperatives, etc. The expert from ADECIA suggested 
that there should be trainers in each location with a cooperative to 
continuously raise awareness of local actors about cooperatives. 

From the low awareness among actors about cooperatives and the 
policy, as well as the diversity of perceptions towards who should be 
responsible for cooperatives, we can see a serious mismatch between 
state’s intentions and local authorities’ and farmers’ perceptions of 
those intentions. 

4.2.3. Incompatible understanding of state’s role with policy goal 
Given the state’s desire to achieve policy goals on the one side and 

rather indifferent farmers on the other side, the state authorities seem to 
continue resorting to administrative methods under pressure to produce 
quick results. One could argue that in countries where centralized state 
had historically been the only source of reform, it is the only option that 
the state “knows how to apply” even when it initiates a bottom-up form 
of governance reforms. It is indeed concerning that cooperatives, which 
by their nature call for self-organization, both in the academic literature 
(e.g., Sexton and Iskow, 1988; Cook, 1995, 2018) and in Decree (2019) 
itself, are implemented with a clear role of khokimiyats and their rep-
resentatives as dominant actors, which in turn seems to be reinforcing 
the paternalistic views among farmers that the state is solely responsible 
for the cooperatives. 

The official state support measures described in Decree (2019) do not 
include direct financial support of the cooperatives, and that was re-
ported as the primary reason for farmers to generally view the incentives 
within the policy as insufficient. Farmers, chairpersons of cooperatives 
and representatives of local authorities appeared to be in agreement that 
the state should provide financial support in developing the hard 
infrastructure of the cooperatives (e.g., processing and storage facilities, 
access to machinery) and linking farmers with exporters. Their expla-
nation for these expectations was that since it was a state-facilitated 
policy then it was only natural that the state should be the one to 
create financial conditions for its successful implementation. This is in 

direct contradiction to the empirical lessons and theoretical consider-
ations in the existing literature (Hanel, 1994; Kötter, 1994). An exces-
sive regulatory intervention combined with a strong budgetary support 
will prevent farmers from relying upon themselves and gradually 
building interest in self-organization and governance. The literature 
unambiguously questions such strong state-interventions that make 
cooperatives’ survival dependent on external coordination and support 
(Deng et al., 2010; Shiferaw et al., 2011; Lerman, 2013; Kurakin and 
Visser, 2017). 

The experts (n = 2) from World Bank and ADECIA had an opportu-
nity to participate in the discussion of the draft of Decree (2019) prior to 
its official adoption with government officials. While highlighting the 
important role of state as a facilitator of change (as discussed earlier), 
one of their main concerns was that it was not advisable to establish 
cooperatives through top-down regulatory instruments such as a decree 
and order, especially within a short timeframe. According to them, in 
addition to leaving little time for learning, such an approach would 
eliminate the opportunity of deciding to join a cooperative based on an 
economic rationale. Perhaps a solution in this case could be that state 
intervenes rather actively only at the beginning and only to create the 
necessary facilitating legal framework as well as various economic and 
advisory platforms (e.g., markets, forums, trainings, study visits) (e.g., 
Villamayor-Tomas et al., 2019) to learn about cooperatives and their 
advantages, but subsequently, as Kötter (1994: 801) put it, “[t]he state 
should withdraw as soon as possible”. Otherwise, there is a real risk that 
the new cooperatives turn into yet another new name with little sub-
stantial change as it happened to shirkats and agrifirms. 

4.2.4. Farmers’ indifference towards tenure rights and membership in 
cooperative 

It is of particular interest that the main policy “carrot” in the form of 
enhanced land rights did not win much of the respondents’ favor, who 
on aggregate ranked this CIA as the least important (Fig. 1). It was 
illuminating that interviewed farmers seemed to have already normal-
ized the state intervention in the form of frequent land redistributions 
(Djanibekov et al., 2012; Zorya et al., 2019) and appeared as if they 
could not imagine a secure land tenure. Moreover, several chairpersons 
(n = 4) of the cooperatives assumed that cooperative would turn into 
some form of a collective farm in the future. All experts agreed on the 
importance of secure land tenure, but only one of them expected that the 
policy incentives related to protection of land rights would be important 
enough for farmers to join and remain in a cooperative (Interview-1, 
Tashkent). 

Most of the respondents also downplayed the overall importance of 
the membership terms, which might be an aftermath of the imposed 
policy as “…top-down organization of cooperatives is widely assumed to 
discourage genuine member involvement” (Kurakin and Visser, 2017: 
2). As it was mentioned, all cooperatives had a standard Charter, but 
none of the interviewed members (farmers) of the cooperative (n = 11) 
had read it. In addition, most of the farmers were not interested in the 
Charter, as one farmer put it: “They don’t show us the Charter... and we 
were not interested in it” (Interview-19, Samarkand). Another farmer, also 
a de-facto member of a cooperative (Interview-22, Tashkent), provided a 
similar feedback about the membership terms and fee, stating he had not 
seen the Charter (at the time, six months after the establishment of a 
cooperative) and saying, “Well, this thing was long forgotten by everyone. 
No one asked us to pay. I would pay, but I don’t see any result with the 
cooperative.” 

Somewhat contradicting to that, a half of the interviewed farmers 
(n = 6) indicated that they would negotiate the terms of the individual 
membership, arguing that they would not join a cooperative if the terms 
were not beneficial for them. Yet, all of them had already joined a 
cooperative without knowledge of the terms. This relative indifference 
of the farmers to cooperatives’ formal membership terms could have its 
roots in general low importance attached to what is on paper, reported 
as particularly relevant for post-Soviet Central Asia (Soliev et al., 2017; 
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Klümper et al., 2018). 

4.3. Conceptualizing the findings of institutional compatibility assessment 

In summary, analyzing the cooperatives’ policy measures through 
PICA helped to elucidate the key areas of policy (in-)compatibility with 
the existing institutional conditions. Overall, quick and excessively 
regulatory policy implementation failed to bridge the gap in facilitating 
the understanding of the policy by actors, reinforced farmers’ pater-
nalistic views on the role of state, and, consequently, resulted in the low 
interest and engagement of the farmers in cooperatives. Fig. 3 concep-
tualizes the results of the PICA and demonstrates the challenge of 
achieving the desired goal of self-organized networks and market of 
agricultural cooperatives with an excessively and exclusively regulatory 
policy intervention. The figure shows that such a setup is likely to result 
in (i) pseudo-cooperatives hampering self-organized networks and (ii) 
farmers’ attitude that will keep them rejecting such initiatives. This calls 
for a more balanced policy intervention, where strong leadership makes 
a greater use of economic and advisory-voluntary instruments to break 
the inherent incompatibility of top-down governance traditions, re- 
establish the lost trust towards the notion of cooperatives, and there-
with make the economic advantages of cooperatives (e.g., Deininger, 
1995; Shiferaw et al., 2011; Lerman, 2013; Hagedorn, 2014) possible. 

While these findings contribute to the existing literature by uncov-
ering a specific challenge of creating voluntary networks by an order, 
the small sample size of respondents can be seen as a limitation. Yet, this 
sample size, combined with the analysis of policy documents, contin-
uous cross-validation with key informants, and the authors’ own 
expertize related to the region, provided the theoretical saturation 
necessary to reveal in-depth details of policy rollout described above. 
Future research with larger samples is needed to delineate in fine mar-
gins to what extent farmers hold different views on the certain institu-
tional aspects for the success of the policy. 

5. Conclusion 

In places where state has been historically the most dominant actor 
of all reforms, it can be particularly challenging to facilitate and main-
tain non-state forms of organization and governance such as agricultural 

cooperatives. Applying the Procedure for Institutional Compatibility 
Assessment (PICA) to the example of the recent cooperatives reform in 
Uzbekistan, we revealed how exactly establishing agricultural co-
operatives by decree, resorting to strong top-down state-dominated 
mechanisms of governance, might be seen as necessary to start such a 
reform but could be counter-productive to the very idea of establishing a 
cooperative. This study shows that the role of the state is particularly 
important, as past and ongoing experiences of farmers form expectations 
that the state should play the most active role and even be responsible 
for implementation of the cooperative policy. One example is seen in the 
fact that virtually all farmers joined the cooperatives without the 
awareness of terms and conditions, fully relying on the instructions to do 
so by local authorities. Further, identifying the Crucial Institutional 
Aspects (CIAs) and analyzing the perceptions of key actors related to 
CIAs also pinpointed key areas that need to be strengthened for the 
policy to achieve its goals: information on the policy, farmers’ trust 
towards the state, and the capacity of the authorities. Concerning is also 
that, while the literature and experts agree on high importance of secure 
land tenure for the success of agricultural cooperatives, farmers 
considered it least important, for which the historical “normalization” of 
ad-hoc state-led land redistribution practices seem to be a plausible 
explanation. Hence, the empirical evidence calls for caution in state’s 
influence and is in line with the literature that suggests that although a 
strong leadership by the state is necessary it should avoid excessive 
command and control and make use of legislative, advisory, as well as 
economic measures (e.g., information, awareness raising campaigns, 
fostering partnerships, tax reforms) (Shiferaw et al., 2011; Lerman, 
2013; Villamayor-Tomas et al., 2019). 

The case study from Uzbekistan, where the new government seems in 
favor of moving towards reforms supporting forms of self-organization 
such as agricultural cooperatives, also demonstrates a unique chal-
lenge of development. The case here is a country in transition with 
multiple generations raised in the strong Soviet and post-Soviet top- 
down traditions and one that is facing serious challenges related to 
reducing poverty (Asian Development Bank, 2020), particularly in rural 
areas (Spoor, 2018). Thus, the study brings forward the trade-off be-
tween producing quick results under the pressure to achieve develop-
ment objectives and creating conditions for learning with less regulatory 
interventions in a historically top-down institutional environment. The 

Fig. 3. Conceptualizing the results of the institutional compatibility assessment of the policy on agricultural cooperatives in Uzbekistan (Decree, 2019). Note: colored 
backgrounds indicate perspectives of key actors - the state (red) and farmers (blue) - and their overlap (purple), rounded rectangles depict the fit between policy and 
context (dotted), ovals represent policy types, the rectangle is the desired outcome, arrows indicate potential causal pathways, and the crossed arrows and lines show 
the absence of the link. (For interpretation of the references to color in this figure legend, the reader is referred to the web version of this article.) 
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current state practice on cooperatives seems to disregard cooperatives’ 
inherent coordinating potential for solving state’s failures (similar to 
potential of firms discussed by Williamson, 1971). In initiating unfa-
miliar forms of governance that are based on voluntary self-organization 
such as agricultural cooperatives, state authorities need to be ready that 
in the earlier stages of learning and experimentation the results (yields, 
resource use efficiency, and related socio-economic outcomes) are likely 
to deteriorate. This in itself will require learning also on the side of state 
authorities as it will be important that the state distinguishes farmers’ 
learning curve from failure and does not intervene in ways that will 
reinforce the perception that a strong regulatory intervention is the only 
solution. Given that historically all key governance decisions related to 
agricultural organization were made by the state, farmers clearly need 
more time to learn how to become active in fundamentally new ways 
and to develop a culture of independence, self-help, and self-governance 
by fully making own decisions, starting with those on establishing or 
joining a cooperative. The key challenge and therefore the key policy 
recommendation is to facilitate conditions that will allow farmers to 
fully realize or even experience the economic benefits of joining forces, 
which first requires considerable time and financial investments but 
pays off later. 
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