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The article presents the results of a theoretical and empirical study of the
leading trends and the latest trends in the development of modern agricultural
cooperatives (with an illustration of many years of experience and grandiose
achievements in the activities of the world famous multinational dairy cooperative
“Arla Foods”), due to various changes in the external environment (market,
institutional, political, technological) and determining, as a result, significant
changes in the requirements for the quality of human capital. Important scientific
conclusions (according to the topic) were obtained on the basis of studying the
dynamics of the formation and development of the Arla Foods cooperative,
generalizing materials regarding its organizational transformations and mainly
relate to (1) the importance of professional management for the success of
the cooperative, (2) new requirements for the quality of human resources in
connection with technological innovations (digitalization, for example), (3)
the role of human capital available in cooperatives (its quality) in overcoming
various threats and risks.

The theoretical and practical value of the study lies, firstly, in the (scientifically
grounded) concept of a modern agricultural cooperative presented in the work
(using the example of Arla Foods as one of its most prominent representatives), and
secondly, in the characteristics of the human capital of agricultural cooperatives,
adequate to the essence of the evolutionary processes taking place with them.
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BJIMSAHUE YEJIOBEYECKOI'O
KAIIUTAJIA HA YCIIEX JEATEJIBHOCTH
CEJIbCKOXO3SCTBEHHOI'O KOOITEPATUBA
(HA ITPUMEPE «ARLA FOODS»)

C.I' I'onoséuna, U.H. Mukonaituux,
A.JIL Honmapueixun, I1.B. JKypaenes

B cmamuve npedcmasnensvt pe3ynvmamsl meopemuro-dIMIUPULECKO20 UCCILe-
006aHUsL 6e0YWUX TMEHOCHYUT U HOBEUUUX MPEHO08 6 PA3GUIMUU COBPEMEHHBIX
CeNbCKOXO3AUCHEEHHBIX KOONEpamugos (¢ uinocmpayuell MHo2ojiemne20 onblma
U SPAHOUO3HBIX OOCUINICEHUN 8 0eAMETLHOCMU U3BECHO20 8 MUPE MHO2OHAYUO-
HANbHO20 MOA0UH020 Koonepamuea «Arla Foods»), obycroenennvix paznuunvimu
UBMEHEeHUAMU 6HeulHell cpedbl (PbIHOYHOU, UHCIUNYYUOHATLHOU, NOTUMUYECKO,
MEXHONOUYECKOT) U OeMEPMUHUPYIOWUX, KAK CIeOCTNaUe, CYUeceeHHble nepemenbl
6 MpPeboBAHUAX K KAUeCmay 4enoseueckoeo Kanumana. Bajcnvle nayunvle 3axuio-
ueHus (CoenacHo meme) NOIYUEHbl HA OCHOBE U3VUeHUs OUHAMUKU CIMAHOBNEHUS U
passumus koonepamusa «Arla Foodsy, 0bobwenus mamepuanog omuocumensto e2o
OP2aHUBAYUOHHBIX MPAHCHOPMAYULL U KACATOMCA 2AABHBIM 00pazoMm (1) snavumocmu
NPoGheccuonaIbHO20 MeHeONCMeHma OJis YCnexa 0estmellbHoCmu Koonepamusd, (2)
HOBbIX MPedOBAHUTL K KAUECB) YeN0BeYeCKUX PECYPCOB 6 CEA3U C MEeXHON0UUECKUMU
unHoBayUAMU (Yupposusayuetl, K npumepy), (3) poau umeruecocs 8 KOONEpamueax
4eN0BeUECKO20 KANUMAIA (€20 Kauecmea) 6 nPeoOONeHUY PA3TUYHBIX Y2PO3 U PUCKOS.
Teopemuueckas u npaKMu4ecKas YeHHOCMb UCCTIe008aHUSA 3aKII0UAEMCsl, 60-NEPBbIX,
6 NpedCcmaesieHHoll 8 pabome (HAY4HO 0OOCHOBAHHOU) KOHYENYUu COBPEMEHHO20
CeNbCKOXO3AUCMBEHH020 Koonepamuea (na npumepe «Arla Foodsy kax 00Ho20 u3
Haubonee apKux e2o npeocmagumeneli), 60-6mMopbix, 8 XapaKmepucmukax yenogeye-
CKO20 KAnUumana azpapHvix KOONepamueos, d0eK8amuubIx CyWHOCMU NPOUCXOO0AUUX
€ HUMU IBOTIOYUOHHBIX NPOYECCOB.

Knrouesvie cnosa: uenogeyeckuii Kanumai; KOONePayusl, CelbCKOXO3AUCMEECHHbIN
Koonepamug; UHCMUmyyuoHaIbHas cpeod, 8bi306bl U YepPo3bl, OPSAHUAYUOHHbIE
UHHOBAYUU
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Introduction

The undoubted importance of agricultural cooperation for the successful
functioning of farms (as well as agricultural entities of other organizational
forms) in the context of rapid changes in their environment (market, political,
technological) is comprehensively substantiated by economists and has been
exhaustively proven by economic practice (Yu, et al., 2020; Morfi, et al., 218;
Golovina, et al., 2019; Martinez et al., 2020).

In the Russian Federation, repeated attempts by the state to revive cooper-
ation in agricultural production in general and in rural areas in particular, the
measures taken to support functioning agricultural consumer cooperatives do
not actually correlate (at least directly and closely) with the results of these ini-
tiatives, namely, they do not turn into rapid growth. cooperative organizations,
neither in terms of their number, nor in terms of size and efficiency (Yanbykh,
et al., 2019; Golovina, et al., 2020).

On the basis of analytical studies, it is possible to identify the most significant
circumstances hindering the successful development of agricultural cooperatives,
including (1) small size of organizations, insufficient to gain the economies of
scale inherent in the cooperative (the main competitive advantage), and cooper-
atives are not oriented towards large business at all, (2 ) established informal in-
stitutions (low degree of readiness of agricultural producers for cooperation and
cooperation; low level of their mutual trust), (3) formal institutions that fix in
legislation and public consciousness a purely traditional cooperative model, (4)
inconsistency in the quality of human capital incorporated into participants coop-
eration, the requirements that are presented, firstly, cooperative activity in general
(based on the principles of solidarity, mutual assistance, democracy, trust), and
secondly, its modern content (entrepreneurial direction ness, innovation, versatili-
ty) (Yanbykh, et al., 2019; Golovina, et al., 2020; Kurakin, et al., 2017; Yumashev
etal., 2021). In general, the main reason for the slow development of cooperation
in the domestic agrarian economy was the incorrect (outdated) conceptualization
of the modern agricultural cooperative, as a result of which this organization ap-
pears not as a modern business structure capable of solving the economic and
social problems of agricultural producers, but as a patriarchal artifact, which in
in the past it really demonstrated its effectiveness, but in the new (significantly
changed) environment it turned out to be practically unsuitable for existence.

To determine the directions of development and tools for supporting domes-
tic agricultural cooperation by all stakeholders interested in it (the state, public
organizations, rural communities, etc.), foreign experience in the functioning of
agricultural cooperatives, including modern opportunities for their development
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and features of organizational transformations, as well as the most appropriate
evolutionary trends taking into account high uncertainty, challenges and threats
(political, environmental, biological).

Thus (based on the above), the purpose of the study, the results of which
are presented in this article, is (1) an overview and analysis of the activities of
a modern agricultural cooperative (using the example of the dairy cooperative
“Arla Foods”), (2) the specification of trends inherent in its development in
modern conditions, (3) identification of factors that determine new requirements
for the quality of human capital, (4) identification of transformations that in-
evitably occur with the human capital of modern cooperatives in the course of
their adaptation to a fluctuating environment.

Materials and methods

In order to get an answer to the question of how exactly organizational and
technological innovations in cooperative activities affect the quality of human
capital demanded by a cooperative, it is advisable to turn to the practices of co-
operatives that are experiencing processes characteristic of many modern coop-
erative structures. As a result, the dairy cooperative “Arla Foods” is presented as
an object of research, while the choice is due to the fact that in various aspects
of its activities it is possible to trace many possible trends in the development
of modern cooperatives in general.

The scientific basis for the study of the processes observed in modern West-
ern agricultural agricultural cooperatives was provided by the most valuable
materials of theoretical and empirical research on the characteristics (including
problems) of the functioning of European cooperatives, in particular one of such
outstanding representatives as the dairy cooperative “Arla Foods” , the devel-
opment of which is accompanied by the tendencies inherent in many successful
cooperatives: consolidation (through mergers and acquisitions); diversification
of production; acquiring a transnational character of activity (Azuayi, 2016;
Gaither, et al., 2008; Andersen, 2007; Belousova et al., 2021; Vigliarolo, 2020;
Cheremisina et al., 2018). In addition, the work used statistical (and other) infor-
mation about the functioning of “Arla Foods” obtained from the official website
of the company, including from its two latest reports: 1) 2019 report, the em-
phasis in which is mainly on economic and financial results of the cooperative’s
activities (Leading Through Sustainable Business Performance); 2) the 2020
report, reciting the data given in it around the problem of the company’s sustain-
able development, including during the COVID-19 pandemic and overcoming
its consequences (Accelerating Sustainability Actions in Challenging Times).
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Results

As for the history of the cooperative “Arla Foods”, it begins in 2000, when
the Swedish cooperative “Arla” (after serious preparatory work) merged with a
similar Danish cooperative “MD Foods” in the largest transnational cooperative
called “Arla Foods”. The competitive position of the new structure, formed by
the merger of two representative and successful cooperatives, is strengthened
by the amalgamation of several advantageous positions, such as (1) the solid
capital of the Arla cooperative accumulated in previous years due to favorable
government policies, (2) the existing access to markets, (3) specific compe-
tencies and other important skills concentrated in the MD Foods cooperative
(Nilsson, et al., 2009; Voronkova et al., 2019; Yemelyanov et al., 2020). More-
over, after 2010, two more small Swedish dairy cooperatives join Arla Foods,
and now this cooperative, whose business model is still based on the ownership
of farmers and their active participation in cooperative activities, firstly, ranks
fourth in the world among dairy companies in terms of the volume of collected
and processed milk, and secondly, it is the world’s largest producer of organic
dairy products. The cooperative’s slogan is interpreted as “the desire to bring
health and inspiration to the world”, and the mission is “to ensure the maximum
value of milk supplied from farmers who are members of the cooperative, cre-
ating opportunities for the successful development of their production” (Arla,
2019). At the end 0f 2020, 9406 owner-farmers are members of the cooperative,
and their farms have 1.5 million cows (Arla, 2020). The cooperative annually
collects about 13.7 billion kg of raw milk, which comes mainly from the farms
of its members, now located in seven countries of the world. As a result, the
cooperative annually produces 6.7 billion kg of various nutritious dairy prod-
ucts, which are sold in 151 countries around the world (Arla, 2019), thereby
constantly improving the financial condition of Arla Foods.

It is pertinent to note that if in 2020 the owners of the Arla Foods cooperative
were (as noted above) 9406 milk producers from various countries (Sweden, Den-
mark, Great Britain, Germany, Belgium, the Netherlands and Luxembourg), then
two years earlier ( in 2018) the cooperative had 10,319 owners. The quantitative
decline of farmers (cooperative members) is partly due to the fact that some of
them stopped producing milk (or their business was acquired by another partic-
ipant), and to a lesser extent due to the fact that farmers began to supply milk to
another dairy company (cooperative or investor). -oriented corporation). In re-
cent years, the number of farms has also been decreasing (with their simultane-
ous enlargement), which corresponds to the general trends observed in the dairy
sector over the years both in Europe and around the world (Nilsson, et al., 2009).
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Of course, the cooperative differs not only in the scale of its activities, but
also in the innovativeness in its organization, including in approaches to strate-
gic planning. For example, in 2019, Arla Foods is developing a new tool based
on artificial intelligence, with which it is possible to determine with high accu-
racy, taking into account certain nuances, exactly how many kilograms of milk
the cows on the farms of this cooperative will produce ( at that time their num-
ber was 1.5 million). The result of this approach to the organization of strategic
planning is, first of all, an improvement in forecasts (quickly and accurately)
regarding the volume of milk received, in addition, an innovative development
allows the use of raw milk with a higher return (the cooperative produced 200
million kg of milk in 2019). An important fact. The use of artificial intelli-
gence determines both new progressive opportunities in Arla Foods and new
serious requirements for the human capital of this organization (professional
competencies of personnel, their personal and business qualities) (Asaliev, et
al., 2014; Cherepovitsyn et al., 2016; Poghosyan, 2018; Mustafin, 2015), es-
pecially in connection with the significant expansion of the geography of the
company’s activities.

In addition, for the development of a long-term profitable business, from
the point of view of the company’s leaders, the markets of several regions have
significant potential, such as Northern Europe, the Middle East, North Africa,
China, Southeast Asia, West Africa, North America, and Russia. It is import-
ant to keep in mind that the cooperative’s products are widely represented in
emerging markets, and the cooperative itself is gradually being incorporated
into local value chains in their respective segments. As for the international
activities of the cooperative, it is significantly expanding, for example, (1) the
company’s position in the Middle East (in Bahrain, for example), (2) in China,
Arla Foods works in partnership with the local dairy giant Mengniu. In general,
the Arla Foods cooperative is committed to the belief that the constantly grow-
ing population of the planet needs food, and the healthy and nutritious products
it produces play an important role in meeting this need.

Arla Foods, for example, marks a special year for Arla Foods as branding
and communication teams strengthen the Arla brand by implementing key ini-
tiatives to improve its visual identity and, as a result, stimulate equity growth,
increase assets, increase sales ... At the same time, the cooperative “Arla Foods”,
maintaining its high image, seeks to build its activities in the context of the most
pressing social problems, supporting the global trend of sustainable develop-
ment, focusing on reducing the negative impact on the environment, while tak-
ing measures to improve it. The members and management of the cooperative
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are confident that intelligent (in terms of technology) dairy production can be
part of their contribution to preserving the environment and preventing the ef-
fects of climate change. In their opinion, some concrete actions can contribute
to this, for example, (1) sustainable production at the farm level (improving
the efficiency of the use of feed and other agricultural resources, monitoring
animal health, estimating carbon emissions on all farms owned by Arla Foods,
increased carbon sequestration, support for research and innovation in sustain-
able dairy farming), (2) production of zero carbon dairy products (today Carbon
Net Zero products are manufactured in Sweden under the Arla EKO brand), (3)
promotion of environmentally friendly packaging (product packaging renew-
al, recycling or reuse, continuous innovation in packaging technologies, closer
collaboration within the value chain to reduce packaging waste), (3) switch to
renewable energy sources at company facilities and offices, (4 ) improved en-
ergy efficiency, increased no use of biogas, (5) minimization of food and other
waste (strengthening cooperation along the value chain to minimize production
waste, organizing activities to reduce food waste, improving the efficiency of
manure use).

We would like to emphasize that in the activities of Arla Foods, environ-
mental control is given high importance at different stages of the technological
chain, various measures are taken to prevent (detect, reduce) certain violations
in relation to the environment. The company itself, classifying environmental
pollution, presents them as Scope (categories) 1, 2, 3, in particular: 1) emis-
sions of the first category generated by activities under the direct control of the
cooperative, which mainly include technological operations carried out by cars
and other vehicles, as well as (in general) operations for the production, packag-
ing and transportation of dairy products (since 2005, their CO, emissions have
decreased by 25%; 2) emissions of the second category are indirect emissions
caused by the use of energy which Arla Foods buys from its business partners,
namely electricity, steam, heating or cooling (reducing environmental damage
in this area is associated primarily with the consumption of energy from renew-
able sources, which in 2019 amounted to 33% of total consumption); 3) the third
category is represented by emissions from purchased goods and services (for
example, raw milk from the owners of the cooperative, packaging and external
transport), as well as from waste management at the facilities of the coopera-
tive, which (as follows from the analytical data of the company itself) make up
96% ( Arla, 2019).

The sustainable development strategy implemented by the cooperative is
fully consistent with both changing market conditions and consumer trends.
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This means that the majority of consumers are concerned about what they can
personally do to help protect the environment (according to surveys conducted
by the company, the population of both Europe — 62%, and the United States —
59%). At the same time, consumers (and their number is increasing every year),
in order to preserve the natural potential and ecology of the planet, are ready
to pay a larger amount of money for purchased products and, of course, for
packaging material.

In promoting the products of the cooperative, such an aspect as healthy food
is no less important. In this regard, according to experts, the company “Arla
Foods”, on the one hand, has a wide range of nutritious and healthy products in
the list of manufactured products, on the other hand, it conducts constant and
scrupulous work aimed at developing environmentally friendly and high-qual-
ity products of various types., attracting highly qualified innovative specialists
to work. In addition, Arla Foods invests substantial sums in scientific research,
one of the main goals of which is to increase the nutritional value of its prod-
ucts without compromising its quality and taste. The systematic work of Arla
Foods with the public deserves attention, for example, (1) open days are or-
ganized on farms, the purpose of which is to establish close contact between
farmers and consumers, (2) various kinds of food festivals and fairs are con-
stantly held, where master classes of correct and balanced nutrition (3) great
attention is paid to informing consumers about the possibilities of healthy and
nutritious nutrition.

An important element of Arla Foods’ strategy is to support local commu-
nities, which in practice means, firstly, the development of local value chains
in the production of dairy products, and secondly, the generation of innovative
partnerships of the company with local customers and consumers, in- third,
reaching consumers in regions where access to quality food is hampered by
some difficulties. At the same time, the company, showing concern for its em-
ployees and taking care of their health, cultivates true cooperative (and also rec-
ognized by society) universal values in collectives, provides its employees with
jobs (including inclusive ones) with equal access to vacancies for everyone.

As regards the principles of the Arla Foods cooperative, institutionalized in
the structure of its management, they demonstrate (mostly) traditional (classi-
cal) character. For example, Arla Foods (a cooperative owned by 9406 farmers
from seven countries according to information for 2020) is managed so that the
voice of each owner is taken into account when making important decisions.
Farmers elect members to the Board of Representatives, which in turn elects
the Board of Directors. As a result, the management of the company is divided
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between both elected and executive bodies. Note that the democratic principles
in the management of the Arla Foods cooperative are implemented through a
mechanism involving the delegation of the cooperative owners (farmers) of de-
cision-making authority to the Board of Directors and Board of Representatives,
the main economic tasks of which are ( 1) specifications of the strategic direc-
tions for the development of the cooperative, beneficial for its members, (2) the
growth of the cooperative’s assets, (3) the annual determination of the directions
of profit distribution (including the quantitative parameters of this process). As
for the social tasks, they include (1) the protection of cooperative democracy,
(2) the development of leadership qualities among the farmers-owners, (3) the
stimulation of the involvement of the members of the cooperative in all aspects
of its activities. Moreover, the procedure for electing the governing bodies of
the cooperative, being democratic, assumes that the owners of the cooperative
gather for an annual meeting in their countries (first, within the boundaries of
the municipalities to select representatives to the district councils, and then the
members of the district council elect farmers who further express the interests
of their farmers. district (district) in the Council of Representatives, which, ac-
cording to the Charter of the cooperative, is the supreme body that makes all
strategic decisions. It usually has 187 members, of which 175 people are owners
(members) of the cooperative, and 12 are representatives of employees who are
not Arla Foods has 20,020 full-time employees in various spheres of coopera-
tive activity, as demonstrated in 2020 statistics (for comparison, in 2019 there
were 19,174 employees).

As practice shows, the management structure in large European agricultur-
al cooperatives is currently largely unified, although, of course, there are some
specific subtleties. Specifically, the Arla Foods cooperative, as a rule, repre-
sentatives of the owners are elected every two years (usually in odd-numbered
years). Consequently, the last election took place in May 2019, when 55 new
members were elected to the Council of Representatives (Arla, 2020). Then the
Council of Representatives elects the Board of Directors, which also participates
in determining the strategic directions of cooperative activities, but, in addi-
tion, monitors the company’s activities, asset management, is responsible for
scrupulous accounting, appoints the Executive Board. In general, the mission
of the Board of Directors is, first of all, the management of the cooperative, tak-
ing into account the opinion of the best (active, efficiently functioning) farmers
and making optimal decisions regarding the ownership structure and “invest-
ment portfolio”. At the same time, the Board of Directors is called upon to take
into account the interests of other interested parties (business partners), such
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as creditors, investors, hired workers (employees), in the company’s activities.
The board of directors of the Arla Foods cooperative is currently represented
by 15 individuals elected by farmers (cooperative members), three individuals
nominated by employees (non-cooperative members) and two external consul-
tants. During the 2019 election campaign, four new members were added to the
Board of Directors, and two new consultants were appointed to ensure that the
competence of the Board of Directors covers all important areas for conducting
international business (Arla, 2020).

Structurally, the Board of Directors, representing the interests of farm-
ers-owners of each geographic zone, includes four territorial (regional) councils,
which, in fact, are subcommittees of the Board of Directors and consist of both
members of the Board of Directors and members of the Board of Representa-
tives. Regional Councils function in four territorial segments such as Sweden,
Denmark, Great Britain, Central Europe (Germany, Belgium, Netherlands and
Luxembourg). Management at Arla Foods is split (based on responsibilities)
between the Board of Directors and the Executive Board, which is appointed
by the Board of Directors and is directly responsible for the implementation
of company policy. The Executive Board consists of both the Chief Executive
Officer and the Chief Commercial Officer, who work with the Board of Direc-
tors to determine the strategic directions of the company, ensuring that they are
followed in the future (while ensuring proper long-term growth of assets and
profitability), implementing proper risk management, control, compliance with
legal regulations and requirements.

Finally, another structural unit in the executive management of the cooper-
ative is the Executive Management Team, which is appointed by the Executive
Board and develops the tactics of the company, plans the operating structure, and
is responsible for the daily business operations of the cooperative. In its composi-
tion, firstly, the members of the Executive Board themselves, and secondly, five
employees, one of whom is a commercial leader in charge of the international
commercial segment, and the rest (four people) are functional experts (their activ-
ities cover such areas of management, like finance, information technology, law,
marketing, innovation, human resources, supply) Members of the Administrative
Management Team inform each other about all important events (each in their
own field of activity) and coordinate all intersectoral interactions.

Deserves the attention of theorists and practitioners (including from the
point of view of the possibilities of using foreign experience of cooperation in
Russia) and the taxation issues of Arla Foods (large assets, international in terms
of geography of their members and consumers, entrepreneurial from the stand-
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point of using modern financial instruments) ... Thus, one of the initiatives of
the Organization for Economic Cooperation and Development (OECD) deter-
mines the development of new tax principles and requirements for documenta-
tion for European multinational companies, while adhering to the International
Financial Reporting Standards. In particular, the cooperative Arla Foods, based
in Denmark, is subject to Danish tax legislation developed specifically for co-
operatives (profits are not accumulated in them, but returned to the owners in
the form of the highest possible price for milk). In this regard, the income of
the cooperative is considered as the personal income of the owners (members
of the cooperative), and therefore, is subject to income tax (on the difference
between the amount received for milk and the costs), which is collected from
the members of the cooperative in the amount established in accordance with
tax legislation the country where the farmer operates. In addition, the Arla
Foods cooperative (as a multinational entrepreneurial cooperative) owns several
subsidiaries around the world, which, in their new status (as a limited liability
company), are subject to normal corporate taxation.

Regarding the financial activities of the cooperative “Arla Foods”, it should
be specially noted that the company pays significant attention to risk man-
agement (effective identification, understanding, assessment, elimination), in-
volving narrow (highly professional) specialists in this work, “mitigating” the
adverse consequences of the impact of internal and external factors, using ev-
ery opportunity to maximize the value of the company. The calculation takes
into account both medium-term risks that threaten the implementation of the
strategy chosen by the cooperative, and short-term risks that accompany, in
fact, the daily business processes carried out by the company. By classifying
these risks, it is possible to single out (1) strategic risks arising from external
or internal trends or events that (realistically or potentially) have a significant
impact on the implementation of the stated goals, (2) operational risks that
threaten the performance of the cooperative’s business functions, (3) financial
risks that could cause unexpected volatility in milk prices, net sales, profitability
or market share, (4) legal risks associated with changes in legislation or regu-
lation that could have a significant impact on the implementation of existing
business goals.

Strategic risks. Given that the UK market has a significant share of the Arla
Foods cooperative market (25%), the strategic risks of the company are asso-
ciated with the negative consequences of Brexit, mainly such as restrictions on
the movement of goods, devaluation of the pound sterling, changes in legislation
and regulatory frameworks. activities of British farmers (members of the coop-
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erative). Equally dangerous for the company’s bottom line is the transformation
of consumer preferences, especially when they (as has happened in recent years)
increasingly prefer plant-based alternatives to dairy products and question the
place of dairy products in healthy diets (Arla, 2019). Expecting sales of plant-
based alternatives to dairy products to grow rapidly in the coming years, the
company’s management (by promoting information about the health benefits
of dairy products) is focusing its activities on expanding its innovative product
portfolio, enhancing it with an assortment that takes into account the most so-
phisticated consumer tastes (sustainability of food, primarily). And finally, the
digitalization of the economy, primarily the development of e-commerce, has a
no less significant impact (and, consequently, the threat) on the functioning of
the cooperative. The emergence and expansion of digital commercial channels
disrupts established marketing chains, leading to a significant increase in trans-
action costs. The development of new technologies for delivering products to
the consumer is being updated against the background of the COVID-19 pan-
demic and its consequences (disruption of inter-territorial ties, social isolation,
instability of production activities, fluctuations in the volume of consumption
of dairy products by public catering enterprises).

Operational risks are determined primarily by price volatility inherent in a
specific market for a given product, and fluctuations in milk volumes inherent in
the production of dairy products according to its nature. Although 2019 showed
unprecedented stability in milk prices, with only significant fluctuations in the
relative prices of protein and fat, the overall volatility in the dairy markets in the
coming years (the coronavirus crisis) could negatively impact sales and earn-
ings. Operational risks should also include threats related to the mobility of key
personnel holding strategic positions in the cooperative. Of course, it is people
(human capital incorporated in them) that are the key element (resource) of any
organization, and therefore Arla Foods, relying on their talents and competencies,
seeks to involve in its activities (at all levels - local, regional, in general; for the
fulfillment of all goals and objectives - strategic goals, daily business operations)
of the most qualified employees. It should be specially noted that as the company
becomes more and more “digital” and integrated into common IT systems, an-
other channel of operational threats arises, associated with such serious risks as
various kinds of information security breaches (cyber attacks, unauthorized ac-
cess, etc. ¢), which can not only lead to disruption of business processes, but also
adversely affect the position of the cooperative in the market and its reputation.

Turning to financial risks (the next group of risks), it is necessary to rank
them from the most global to the narrowest. So, given (from the point of view
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of various aspects) the international nature of the activities of the cooperative
“Arla Foods” and the fact that 57% of its income is generated in currencies oth-
er than euros or Danish kroner (currencies of the location of the cooperative),
one should start with the risks associated with fluctuations in exchange rates.
Financial risks also include tax risks. Being, as already noted, a transnational
company, the cooperative “Arla Foods” is constantly faced with the increasing
requirements (more and more stringent) of the transparency of the company’s
activities, the specific tax policies of the countries where its members are lo-
cated, which increases the burden on the cooperative in terms of exchanging
information with tax authorities, the volume of tax reporting, the number of tax
audits, requiring additional funds and business efforts to comply with local tax
requirements, track tax risks, and engage in tax planning.

Finally, legislative and regulatory risks are of undoubted scientific interest.
Firstly, they are due to the tightening of requirements for the quality and safety
of food, the violation of which leads to the withdrawal of products from pro-
duction and, as a result, to significant losses. It is important to emphasize that,
in light of today’s societal preferences, food safety and health and safety are the
top priorities for operations throughout the chain and the marketing segment of
a company’s business. Therefore, this aspect of Arla Foods’ activities is part of
its social obligations, reflected in such an internal document as the Code of Con-
duct, and the ongoing food quality and safety management program involves
transforming the supply chain to ensure efficiency and safety. Secondly, the
sources of risks of this nature (legal risks) are, in addition to those noted, such
circumstances unacceptable for the business environment as non-compliance
with legal regulations, corruption, fraud and other manifestations of unethical
(improper, illegal) business behavior, the occurrence of which increases the risk
of fines, criminal prosecution, damage to reputation. Taking all these risks into
account, the cooperative maintains a system of internal control over all business
processes and seeks to prevent (timely identify) violations at all levels, both
managerial and executive. Thirdly, as a result of the development of innova-
tive technologies and the digitalization of information storage procedures, strict
instructions for companies (of all levels and forms) on the observance of data
confidentiality have become widespread (first of all, this concerns the personal
data of employees, customers, other business partners), the violation of which
Like many of the other requirements outlined above, it carries the risk of signif-
icant fines imposed by regulators and, of course, loss of reputation.

Nevertheless, taking into account all types of risks, Arla Foods provides the
owner-farmers with stable and competitive milk prices (36.9 cents per kg of
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milk in 2020, 36.6 in 2019), what is most important for her as an organization
owned by farmers. Moreover, as noted in the company’s report, profitability,
profitability and cash turnover in 2020 reach the maximum possible values for
all key performance indicators (Arla, 2020): revenue — 10.6 billion euros, prof-
it — 352 million euros, investments — 704 million euros. A complete list of per-
formance indicators of the Arla Foods cooperative is available in the company’s
financial report only for 2019, therefore, the statistical materials provided in the
article contain data obtained mainly from this document (table 1).

Table 1.
Key financial indicators of the cooperative “Arla Foods”

Indicator 2015t [ 2016 | 20171 | 2018 . | 2019 .
Income (sales proceeds), million euros | 10262 | 9257 | 10338 | 10425 | 10527
Profit, million euros 295 356 299 301 323
Total assets, million euros 6736 6382 6442 6635 7106
Non-current assets, million euros 3903 3714 3550 3697 4243
Current assets, million euros 2833 | 2668 | 2871 2938 | 2863
Shares, million euros 2148 2192 2369 | 2519 2494
Long-term liabilities, million euros 2084 | 1742 | 1554 | 1694 | 2304
Current liabilities, million euros 2504 | 2448 | 2499 242 2308

Net interest debt, including pension 2497 | 2017 | 1913 1867 | 2362
liabilities
Net working capital, EUR million 999 831 970 894 823
Ca.lsl? flow from operating activities, 669 306 386 649 773
million euros
Cz}sh flow from investment activities, 402 167 286 425 456
million euros
Profit rate,% 2,8 3,6 2,8 2,8 3,0
Equity ratio,% 31 34 36 37 34

A source: Leading Through Sustainable Business Performance. Arla Foods. Con-
solidated Annual Report. 2019. Available at: https://www.arla.com/company/investor/
annual-reports/

As noted in the annual report (referring to 2019), despite an unfavorable
global macroeconomic environment characterized by lower GDP rates (com-
pared to previous years), uncertainty about the potential consequences of Brexit,
a global trade conflict between the US and China, increased tensions in the Mid-
dle East, the decline in the growth rate of per capita consumption of dairy prod-
ucts in Western and developing markets, the positive results of the cooperative
were influenced by such global trends as the stability of the major currencies
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with which Arla Foods deals, the unprecedented stability of milk production
in Europe and its prices, favorable shifts in the prices of fats and proteins, de-
termining the growth of profitability for some categories of the cooperative’s
products (Arla, 2019).

Is available in the company’s report only for 2019, therefore, the materials
provided in the article contain data obtained on the basis of the last reporting
year (2019).

Directly in 2019, the positive factors that had the greatest impact on revenue
growth were (1) mergers and acquisitions carried out within the cooperative, (2)
favorable changes in the exchange rate, significant investments in the company’s
human capital. As a result, despite the fact that the increase in volumes and the
improvement in the range of products was to some extent offset by the decrease
in prices, the proceeds from the sale of products still increased (Arla, 2019). The
positive dynamics of revenue from different types of products also differs. Thus,
sales of branded products (in higher margin segments) increased, while sales of
private label products (in profitable segments) decreased, which generally led to a
slight increase in revenues. As for the price effect, in 2019 it was slightly negative,
with different price dynamics in different markets and in different segments. Such
innovative investments (mastered by 2019) as the acquisition of the cheese-mak-
ing business, the Kraft® production site (from Modeneléz International in the
Middle East), the annual effect of the Yeo Valley Dairies Ltd. license agreement
had a positive impact on revenue. in the UK, the acquisition in 2018 of the re-
maining 50% stake in Arla Foods Ingredients SA in Argentina.

Net profit of Arla Foods is also showing positive dynamics and in 2019
reaches 323 million euros (3.0% of revenue, with target values of this indica-
tor in the range of 2.8 to 3.2%). According to the company’s management, this
allows them to accumulate unallocated capital for future investments, provide
additional payments to owner-farmers, pay in good faith the maximum possible
share of the profit through the prepaid milk price, and on an ongoing basis (Asa-
liev, et al., 2014; Strizhenok et al., 2019). In general, the stable financial position
of the cooperative gives it the opportunity (1) to invest in the implementation
of the strategy developed for 2020 “Good Growth 20207, (2) to implement the
common vision for the development of the dairy industry in the near future.
Despite the fact that for the economy in general and for the cooperative in par-
ticular, there is a macroeconomic and political environment that can hardly be
called favorable (geopolitical tensions, escalation of trade conflicts, the coro-
navirus pandemic, Brexit, slower growth in many countries of the world), the
prospects for the dairy industry still remain encouraging. As global supply and
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demand are expected to remain reasonably balanced, the outlook for dairy pric-
es remains stable. Nevertheless, it should be borne in mind that a change in the
general economic situation may well have a significant impact on stability, as
a result of which the performance of the Arla Foods cooperative in subsequent
years may slightly decrease (although, judging by the company’s Sustainable
Development Report for 2020 year, they still have a positive trend, even despite
the consequences of the COVID-19 pandemic). In any case, the experience of
the functioning of a cooperative (including illustrative examples of its adapta-
tion to changing circumstances) is indicative and useful for importing some of
its elements into domestic (Russian) economic (cooperative) practice, including
for the mandatory emphasis on the importance of human capital, its direct role
in the development of modern cooperatives in a rapidly changing environment.

Discussions

Despite the significant and indisputable achievements of the theory of hu-
man capital, there are many questions regarding the interactions between human
resource management and the development of organizations (including cooper-
ative ones), namely: 1) reverse causation (not only skillful management leads
to the effective functioning of organizations, but also successful organizations
have greater opportunities for investment in human capital management; a prof-
it-sharing policy leads to higher returns for the organization, but an organiza-
tion with a higher profitability has the opportunity to implement the practice of
widespread employee involvement in the management of companies; 2) pos-
sible difficulties in strict adaptation of management methods human resources
to the strategies adopted by the firm, the reasons for which lie in the constantly
changing content of the environment and the occurrence of unforeseen circum-
stances, which makes the process of applying flexible management practices
much more difficult and problematic personal; 3) the degree of significance of
the phenomenon under consideration (human capital) for organizational de-
velopment (meaning, if human capital really has such a significant impact on
the functioning of companies, then why do some organizations, despite some
problems associated with human resources, achieve good results, achieve the
goals) (Becker, et al., 1996; Guest, 1997; Korableva et al., 2020). These and
some other questions concerning the relevance of the human capital available
in the cooperative to its current state and development trends are relevant not
only for countries with age-old cooperative trends and successful practices, but
also for the domestic (Russian) situation, when the development of agricultural
cooperation is associated with large difficulties and unfavorable circumstances.
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Conclusion

In general, summarizing the review and analytical study of the activities of
one of the modern agricultural cooperatives (dairy cooperative “Arla Foods™),
the results of which are presented in this article, it is important to emphasize
that the importance of human capital for the success of the development of co-
operative organizations is obvious and is confirmed by both modern scientific
research ( Baker, et al., 2018; Boon, et al., 2018) and international economic
practice (the results of the functioning of agricultural cooperatives in different
countries of the world).

Summing up the analysis carried out, we emphasize that the high results of
the cooperative’s activities are associated, firstly, with significant organizational
and technological innovations undertaken by it in order to adapt to environmental
changes, and secondly, with highly effective methods of working with personnel,
which is becoming a cornerstone in the activities of any organization, be it a coop-
erative or an investor-oriented firm. Moreover, despite the fact that each of them
in its own way identifies its policy, mission, goals, values, modern companies still
have much in common with respect to methods of highly effective management:
1) development of career ladders, emphasis on learning ability, encouragement
of diligence; 2) a high level of functional flexibility with the rejection of rigid job
descriptions; 3) reduction of hierarchies and limitation of differentiation of pro-
fessional statuses; 4) formation of teams and careful thoughtfulness of the team
structure to solve problems (current, tactical, strategic) and, of course, emerging
problems; 5) exemplary job design that promotes employee satisfaction; 6) new
forms of assessments and incentive systems; 7) high involvement of employees
in quality management and other processes. As a result, all these innovations
(best practices) pursue the goal of the fullest use of the human capital of firms
(organizations), the personal qualities of their employees to achieve the policies,
missions and goals formulated by the organization.

In conclusion, referring to fundamental research on the importance of human
capital for the development of organizations in general and the personal quali-
ties of employees in particular, one should cite the conclusions of M. Patterson
and his colleagues presented in the article “The Impact of People Management
Practices on Business Performance” (Patterson , et al., 1997), in which the au-
thors, proving the importance of the material and moral state of employees,
their job satisfaction, argue a positive relationship between organizational cul-
ture, human resource management, interpersonal relationships in the compa-
ny, on the one hand, and the success of the company ( organizations) - on the
other. With regard to human capital, scientists identify three most significant



Siberian Journal of Life Sciences and Agriculture, Tom 13, Ne2, 2021 279

areas: 1) selection of highly qualified employees and permanent development
of their skills; 2) a reasonable design of the duties of employees, implying their
professional flexibility, creativity, responsibility for results; 3) leadership and
teamwork. The relevance of the theoretical conclusions of the researchers for
the practical activities of modern cooperative organizations is confirmed by the
above experience of functioning in the conditions of the prevailing realities of
the dairy cooperative “Arla Foods”.
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