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1 Introduction:Smallholders in thglobalizedagrifood-industry

The poduction ard distribution of foodhave always beekeytopics on political as well
as scientificagenda. Sincefarming and food supplyare no longer predominantly
organized locallandfood productionis controlled byleadingglobal firms peasantsare
often perceived as a footnote in thglobalfood productionsystem This fallacy is a result
of the global food system beirdpscribedmostly from a westerncentric perspectiveas
well as aneconomic focus i globally actingcompanieshat control the biggest part of
food supply networksHowever, he numbers pesentedby the FAO (2014) aray the
seminal work ofSraeub et al., (20) prove, that over 80% of the globfmlod production

starts in family farms.

Peasants generally defined as smallholders working less tBdrectares of landhave
been perceived as contributing tothe global hunger problenas they did nofrogress
with the general development dhe industrialization of agriculture and the connect
higher productivity per working houiYet, whilethey were seen as part ofhe problem
since the early 2010&Ricciardi et a) 201§, recently published studies suggest, that
smallholders area part of the solution to a sustainable future withgardsto secure
livelihoods and nutritionas well asenvironmentaland ®cio-economic development
(Fanzo, 2017Graeub et al.,, 208 Ricciardi et al., 2038 Thus, the perception of
smallholder farming ipolicy debates has shifte@mallholders are now perceiy aspart

of the solution toboth world hungerand environmetal concerns about pollination,
biodiversity lossand conservation of crogiversity (Altieri, 2008; Horrigan et al., 2002;
Conway, 2011HLPE 20)3At the same time, major producers of global food aosv
considered food insecure (IFAD & UNEP, 2&i@iardi et al., 2018

Converselyin the minds of consumers in the glotNdrth, the brands of lead firms like
Nestlé,Unileverand otherbig playes still havemore preserethan theimageof farms,
on which food is produced in the first pladéhisdecaupling of consumer from producers
is an outcome of globalization, and thaseatebiggerterritorial and cognitivedistances
between producersand consumerswithin food-markets (Altieri, 2018) However the
actual globalizatiorn the food retailmarket sarted only atthe end of the 1990svith a

largetime gap compared to the production process®érigley, 2003; Coe, 2004)hile
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the outsourcing of agricultural production alreathtensifiedwith the postworld war I
development, the retail sector was naonsolidated because of missing free trade
agreements and sensitivity of consummiarkets (van der Ploeg, 204;Dicken, 2011;
Appel, 2014. Since the firstree trade agreement within the European Union, European
food retailers startedto grow their busnesses and became multinational companies,
mainly overtaking and fusing with eastern European, Asian Snuth Americanfood

retail companiegCoe, 2004; Dicken, 2011; Wrigley, 2P03

The farming landscapéself started to shift its appearance in industlized countries
since the beginning of industrializatiofhefood production and distribution marketlso
appears in a neviorm from thenwhich is marked by three main characteristjgan der
Ploeg, 2018). Firsty, the constantly increasinigdustrialzation of agrialture, which is
marked bythe consolidation of land anthe useof bigger machineryis growing in its
importance foragriculture through theconstantly risingdegree oftechnologization
(McMichael, 1994Dicken, 201} Thisprocess entaila disconnectiomf consumergrom
locality, farming and nature.Natural growth factors such as ecologli capitalgained
from climate, soilsand fertilizing insects aralso continuously replaced by external
inputs, such as financial and technologicapita. This process triggered an intrinsic
economic motivationto scale up production, as economies afake with higher
technologization, thus less human capital ankigher degree of ecological factors, which
are replaceatd are dominating the modern feing era (van der Ploeg, 20H) Iy Altieri,
2018)

Secondlya quastopen world market for food commoities, which isno longerhighly
regulated by the national state butther by global free trade agreements anarge,
capitalistic actors who ardominating the production, processing, marketing, and retail
of food commodities emerged This process led tonore and more powerful retail
companies in the glob&lorth, who dictate prizes and govern value chaiossupply all
over the world(van der Ploeg,@L0g; Kaditiet al., 20086.

These dominating actore the third mainshaping proces for the global food market
Before their growth into marketdominating actorsQO | £ fo8dRemires by van der

Ploeg 2010a), commodity and value chains the food sector were controlled bya
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multitude of different actorsfrom different positions in eeh of their valuechains (van
der Ploeg & Marsden, 28D With their rise, a shift of power toward the globalized
retailing sectoroccurred pushing onto the processingdustry, which consequentigan
GNF YAFSNI GKS KAIK LING aftaldodsBB & yAiy i 2 KNG A Hj NES SLIN
der Ploeg, 201®, b; van der Ploeg, 201&winnen& Maertens 2007; Abele & Klaus,
2003. In that regime of food production, thimod empirescontrol food retailingas well
as the entire production process, including logisticprocessing and sourcingf raw
materials Food empiresre striving fothe hegemony ofactors in the global food system
which hasthe possibiliy to exceedmonopolistic power along the food value chain.
Throughthe opening ad liberalization of the global food markeand the almost
unlimited availability offinancial capital through credits, thestailinglead firms of the
globalNorth were able to take over a nititude of firmsacross thewvorld (Dicken, 2011;

van der Ploeg2010s; Coe & Yeung; 26).

These processeginforcedthe power of food empires which used to be single lead firms
before, and, thus, led totheir control ofcrucial linkages withirbut espeially between
different markets of food and food producticcommodities(Appel, 2014) Those firms
are well knowrglobalactors such as Nestlé, UnilevBayer and Danoneg whichrely on
global supplyand have immense bargaining powarertheir supplies. Theycandictate
ways of production, prices and delivery conditions vaitimsiderable powefThrough this
processfood producers at all levelas well as consumerbarely have an option to buy
necessaryproducts for produdbn or consumption withouttonsuming prodats from
one of these actor€ETC Group, 2008)ith this huge amount of power at the harfdod
empirescanto control the linkagedvetween smallholders, family farms and industrial
farming enterprisesandfood processorsawell asconsumes, and, thus, partly replace
GKS GAyOA® ADKS KibiggRtequlibriinibetween rich and pod&tecent
reports by political institutionsand multiple scientific paperdowever, suggest that
smallholdershavea crucial role in the glob&od sysem and will continue talo so FAO,
2014;Ricciardi et al., 2018; Graeebal., 205). Facing tle current situationin the world
market ofagricultural food production, this thesis sheds lighttbe production networks
in which Romanian smallragrs fran the Carpathian Mountains are entangled and
shows ways in which smallholder agriculture in Eastern Europe can be fostered and
13



developedin order to be a part of the solution to the aforementioned question of world

nutrition and environmental corerns.

1.1 Social relevancef the thesis

As recent research showed, the social relevaaied importanceof smallholders in the
world are highly underestimatd. Familyfarmersare producing arounb0%to 85% of
global food with numbers differing from stuglto study(FAO 2014, Graeub et al., B)1
There ishowever, unity in studieswith regards topeasantsepresentingaround 98% of

all farms whichmakes thenthe core ofthe production ofthe global food supply. At the

same tine, they onlyproduce onardzy R p oz 2F G KS g 2NimBRea | 3 N (

onthese mattershowever, differ from report to report The social relevance péasants,

the main actors in production networks which guarantee the nutrition of over 50% of
humanity, is, however, a widelyunderestimated topi@and a smallholders ardeclining

in numbers in the globallorth, research is often focused on developing countries in Asia,
South America and AfricgAltieri, 2018; Graeub et al., 2016; Su&esyes & Fuetsch,
2016).

In this studyon the contrary, the focus lies othe Carpathian Mountains in Romana,
country whichis affected by land grabbing andgolitically supportedprocessesof
consolidation of smallholdeplots (Bouniol,2013 Roger, 204). Thesedevelopments
hamperthe economc viability and thusendanger the existencef smallholder farming
communitieswhile fostering industrial larg-scale farmingystemsWith over 3.5 million
smallholdings, the social impact of a la¥ssmallholderfarming in Romania would be
immense (Feheet al., 2017). Moreoverthe social component in rural communities is
defined by former times inpostsocialistic countries such as Romanighrough
denunciation, compulsory chargesd forced cooperativeshe social component is very
different from studiesfocussedon other parts of the world, asocial pressurg resulting
from previoussocialistic dictatorships stiliffects the social constructs in rural areas
today. Furthemore, the command economy and dispossession of the rural population
stilhask  Ydzf GAGdzZRS 2F O2 y aFRolhazargdoi&yd(Popegcu GtalR I & Qa
2017; Griffiths et al., 2013Theadditional interestfrom a social point of viewies inthe

longterm social benefits of traditional farming systems, smallholder agriceilamd
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integrated farming systems the research area, which are examined in this stithriel

et al., 2016; Hartedt al,, 2014).

These benefitnclude issues of gender equaligducation and economic independence
as well aghe inclusion @ the eldely in the aging rural societgngoingurbanization and
rural exodus.Moreover, topics of rural employment through job creation and -self
employment in peasant farming as well the pure size of that groujn the Romanian
and theglobal population makesedailed research on smallholders and their livelihoods
in different parts of the world a relevant top{gan der Ploeg, 20H) Graeub et al, 2016;
Altieri, 2018) Furthemore, the convergence within the European Union and its
agricultural policy and devetment are touchediponwithin this workwhen dealing with
subsidy design, policy measures and law enforcement on regional, national and
international levels. While multiple stulies are describing the consequences of
smallholder farming on a national levelsing quantitative methods, the smaltale
consequences of the development of smallholder farming in{gostalist countriesire
rarely scientifically documentedqHartel etal., 2016) Thus this thesisaims to reach a
better understandng of the localsocial relevance of smallholder farminging a case

study from rural Romania

1.2 Relevance of smallholders for esgstem services

As reported in a multitude o$tudies Hartel, 2018; Hartekt al., 2014 Torralba et al.,
2016; Torralba et al., 2017; 8dan et al., 2016 cultivated silvopastoral systems in
agriculture deliver plenty of ecosystem services on a local and global level. As shown in
figure 1, ecosystem service®im integrated silvopastoral systems are highly important

even though they areat always rewarded throughconomicvalue creation (VC).
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Figurel: Ecosystem Services from silvopastoral systems in the Romanian Carpathians
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The silvopastoral systems are a source of food for humans and animalsarate a
biosphere for rare genetic resourcésat have been traditionally farmed there, such as
GKS OFraaGtS o0NBSR &urthebngre, thes$steras! piliddazIod ¢
human recreation and tourisrand entail plenty of cultural and historic information in
the form of arts, architecture, farming systems and livelihodBlssides they form the
landscape in amanner, that invites tourists and entails aesthetic \esufor the
inhabitants as well as visito(slartel, 2018) These ecosystem services provided by the
traditionally grown silvopastoral systems in the Romanian Carpathians with its
smallholdings and patches of woodland, forest, meadow and mixed agrofossstigms

are also enabling farmers to generate economic value and to partly capture it.

Nevertheles, multiple ecosystem services with lower economic valueatsegenerated
through the management of theskeoldings. The systems help to regulate water #ow
through vegetation and irrigatio(Bogdan et al., 2016Moreover, nutrient regulation is
seen ane of the positive ecosystem services, smallhofdeming can fulfil Further,
working the land and the radicular system fosters soil formatgas reglation through

carbon storage in plants and trees apobvidinga habitat for high biodiversity timugh
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the many different crops, plants and animals keptadfarm. This biodiversity includes a
variety of pollinatorghat canlive in these systemsn a prospering symbiosisurther
ornamental resources such as-pyoducts from animal farming, amber awdood are
provided in these systems. The systems also have a traditional resistance to pests and
diseases as they are so diverse and tlaeslogicdly resilient (Fagerholm et al., 2016;
Nairet al., 2009; Plieninger et al., 2015)

Lastly, local ecosysteservicessuch as the provision of a place for sciennantegrated
agriculture and smallholder farming as well as on almost untouched ecosyséees
provided. Moreover, places faducationaboutthe environment could be createdor
examplemedicinalplants are harvestable, and the woody meadows serve as nursery and
refugium for a large variety of species. Furthermore, the systems contributeettocal

and global climate regulation and disturbance prevent{btartel, 2018; Hartel et al.,
2014) The understanding of smallholdantegrating production networks is ecologically
important because a variety and multitude of ecosystem servaregrovided through
silvopastoral systems, as examined in this stu@le importance stems from two
perspectivesFirstly,supranationabind nationainstitutions, as well as many researchers
and NGOgare fostering integrated smallholder agricultufghus,a questionaroundthe

local impact of that fostering arises. Secondignallholder structures and tiredirectly
connected ecosystem services are declining orEaropeanlevel as a result of the
economic viabilityof smallholder agriculturand a lack ofarm successiorbeing missed
Consequently, an objective of this themsito contribute to the conservation of@system
serviceswhichdeliver agriculturethroughan understanding othe complex production
networks in which smallholders are entangled and the reasoning and consequences of

(no) succession on these holdings.

1.3 Sientificrelevance of theéhesis

As reported by Graeuber et al., 261 the scientific density of reports diag with
smallholder and peasant farmingnd their contribution to global food securitys
a a dzNLINRA a Ap/ B A8 menidrddhsection 1.1, the numbers in smallholder
productvity, employment rates, living standardsnd key economic figures vary

immensely, depending on the published studies. Funti@re, economic data can be
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expectedto be substantiallyfuzzyas the biggest parts of economic aclie# in peasant
farming takes place away from regulated markets and statistically documented
transactions(von Oppenkowski et al., 2019)ith plenty of bartering, informal business,
traditional land rights and similar traditionally working systems, the smallholder
economy is somthing cannot easily be understood armhalysedthrough using
quantitative methods based on official statistidd/hile these statistics surely help to
understand and map trends and developments in smallholder agriculture, thatsaa
need for a qualitdive approach to gairan in-depth understanding othe underlying
proceses of decisiormakingandthe local consequences of global changes taditions
GKAOK adAatft LI}XlFe& | OSYidNIt NRf SThus/thel 2RI & Q3
qualitative appoach d adding informal marketsand a new understanding of the
embeddedness concepb the discussion of global production networks will enhance the
scientific agenda on smallholder farming from a semionomic point of view and help

theorize empiricaly found trends in peasant agriture.
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2 Theory ¢ global production networks, farm succession and

sustainable rural development

The framework ofustainable rural developmeERDbuilds a scientifically, socially and
politically aspired path of devebonent and was theorized and empelly backedoy
many scientific studie€FAO, 2017; Kitchen & Marsden, 2009; Marsden, 2009; Scoones,
2009; van der Ploegt al, 2000Q. Aspiration forsustainable rural developmeiig widely
believed to be possibldongterm solution for global nutritia which does not negatively
impactecosystems and rural livelihoad#/ithin the European Union, thpath is fostered
by the EU itselJfas well as byachparticipating national stateWhile the concept is
commonlyacceptedas futureoriented and socialland ecologically sustainablé is a
very broad theoreticatoncept Thus,it needsmore underlying theoretical thoughts to
better understandthe economicprocesses irsmallholderagriculture. Thisthesisdeals
with the cancept of embeddedness in smallholder agriculture @hd behaviour of
peasants in current socieconomic situationswhile having SRD as the broader
framework. Thustwo theoretical constructgunction as informing adebns to minimize

the fuzziness of the D framework.

Firstly, theconcept of value chainand global production networks will help to explain
the role of different stakeholders in the production network of smallholdétenderson

et al., 2002; Coe & Yeung, Z)1Gereffi Humphrey & Sturgeor2005) Within this
theoretical construct, the notion of embeddednessd its connection to informal
markets short food supply chaingnd traditional land rightshall be further &plored,
defined and reified fousein the context of smallholdeiarming(Hess, 2004, 2008; Hess

& Coe, 2006)Secondly, the idea @resourcebased viewMahoney & Pandian, 1998
added inorder to explain driving forces of farm succession in smhlérdarming.Finally,

the two concepts will b@ulledtogether to help undestand the current development in
Romanian peasant farming, its connection to global markets and its implications for

sustainable rural development.

2.1 Sistainable rural developné
The concept obustainable rural development (SRé&Ntered scientific disourse in the

late 1990s (van der Ploeget al, 2000; Marsden2003) The concept served as a
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counterpart to the paradigm of postorld-war Il development of agriculture whichas
marked byintensification,industrialization, economies of scakgpecialisaon and higher
productivity per working hourThus, apital replaced multiple other resourcef@rmerly
necessary for successfahd economic viablagriculturein a society Wwich consistech
vast majority ofpeople living df subsistence farmingKemp, 213) With the rapid
change of the needs from agricultukeithin the Western society, awareness of non
importable and norcapturable values generated in agriculture, such assgstem
services, beautiful landscapes, habitat functions for higher biodiyeasitl other public
goods rose and led the way to sustainable rural developm@EbmezBaggethuret al.,
2010. A need for a new paradigm arogern thedecliningprices of agcultural products
through consolidation of market power in thetailing secto, followed by the processing
and finally the agriculturalproduction sector, accompanied by the manifold negative
effects of industrial agricultural productioniyiarsden & 8nnino 2008 van der Ploeg et
al., 2000 Bézak & Mitchley, 2034

The negativeside-effects of rural emigration to rural exodus, declining biodiversity,
ageing rural populationand a shift of primary agricultural productioas well as
connected deficitsin education, fooesecurity and financial welfare becamine
increasingocus ofpublic and scientific agendan the 2000s and 2010s. Thus, the need
for sustainable rural developmentith its regional characteristics and understanding is
an ongoing process in scientiiad publicdebates (Berry et al., 201R In this regard, it
must be clear that the aim o$cientifically discussg SRD is to create an idealute of
development and to emirically outline problems, weaknesses, opportunitiesd
strengths, usually attached to a certain geographical or maokieinted scopevan der
FPoeg et al., 200D

In general, SRDentails a new developmental modelor the agricultural sector as
agricuture inherently is one of the main parts of rural |ites a counterpart to urban life
This modeis not only focused on farming activities taksoincludes all actorsoncerned

with rurality and rural development as figuBshows.It no longer consistonly of mass
production in specialized fields of agriculture bertails many other entrepreneurial

fields. This is depicted in figur2 which shavs that tourism, sports, other ofarm
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activities, nature conservatigrand agrienvironmental schemes comato focus while
broadening the set of rural valugenerating activities into soalled ruralpluriactivity
(Lasanta et al. 2017Moreover, shortfood supplychains, as further discussedsaction
2.3.3 and the organic movement are part of the new rigab-economy in the sense of
SRD(Gover, 2013) A regrounding takes place through the rising importance of non
carbonbasedenergy production, ateonger connectiorbetween people and the rural
countryside, a restrengthening of the agricultural heritageand new forms of

information and communication technologies used on fafiitchen & Marsden, 2009).

Figure2: Dynamicof rural development at the enterprise level
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Adapted from van der Ploeg et al. (2002)

SRD and its implitians becamea key concept and theoremwvhich isused in studies on
rural development and environmental concerisce the rise of theseatch phrassin
politics and environmental and agriculturstience(Berry et al. 2012).Consequently,
SRD has alsoebn integrated ito the SustainableDevelopmentGoals of the United
Nations and other national, supranational and regional development gdéamilyand

(semt) subsistence farms, which are the ones hit hardest by#eeeze on agricultutg
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are often more focussedwhen their policy measures derive from striving for SRD. As
smallholders are by far the biggest group of actors involved in rural deveot, they

are also perceivedas a main group of stakeholders pursuing SRBnsequentlythis
thesisfollows the ideas of SRD hpplyingits ideasto analysing the production networks
and food systems of dakgpecialized peasants ithe rural areas ofTransylvania,

Romania.

2.2 udtainableterritorial food systems

Sustainable food systems are a central part of SRD, as mib& africulture and, thus,

also offood productionwhichtakes place in rural areas. A sustainable fegdtem can

be definedasi I F22 R & @& & (i 8o¥ seduKty aind nBtgiiandid &l o a not to
2S2LI NRAT S GKS SO2y2YAO0x a20Alf YR SYy@AiNR)
(FAO, 2017p. 62. These food systems not only consist of the agricultural production
stagebut alsoinclude all surroundig processes such as seeiconomic, political and
environmental factors and stakeholde/hile food products are in general the result of
long supply chains, only 4115% of the final value of a produetturnto the family irmers

who arethe starting pant of production, logistics, processing, marketing and retailing
(MANA FAO, 2016). Thus, there is a need for a more precise definition of a system, which
enablessmallholders not bmg de-territorialized through the massiveutflow of value

along the suply chain.Instead, the system needs to provide food security on the one
hand and the creation of wealth and income on the other while not harming the future
chancesof performing in the same manndvan der Ploeg et al., 2008%alli & Brunori,

2013.

Thisfuture-oriented approach contradicts the trend of the last 60 years of agricultural
developmentthat supply concentrated and specialized global food systemmich are

slicedup, processingand marketingcoined productiometworks (Rentinget al., 2003;

Migliore et al. 2015) Thus the approach of territorial food systems helps to better
understand which kind of food systems and underlying production networks are viable

options of SRDAsRastoin (2015p.12 putsit, territ2 NA  f F22 R @& agSYa | NE
food sectors in accordance with sustainable development criteria, which are located in a

NEIA2Yylf 3IS23INILIKAOIE INBI FyR 2NHIFIYAT SR 0@
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serve this thesias a wayo underline the complexity of food mduction networks with
their starting points in peasant farminghere are multiple dimensions to be considered
when analysing food systems and the connected production networks, starting with the

social dimension.

The social dimnsionentails producing fod to respondo consumer needs dhe highest
possible quality(Migliore et al.,2015) Further the geographical dimension inclesl
supply within the nearegtroximityas well as supply to citiéisat are not able to produce
enough food forthemselvegFAO, 2017)The third dimension snethical duty to include
family farming and smalland mediumsized enterprises while keeping traditions alive
and supplying short food supply chains with an improved value distribution argepro
managemenbf environmental and natural resourceBhe third dimensionlao includes
the reduction of cultural and environmental lossdeng the whole supplghain(Rastoin,
2015; Marsden 2009Varsden et al., 2003

As this thesis is committed ta better undersainding of the production networks of
smallholderdairy production while using socg&conomic tools of analysis, the theoretical
concept of global production networks will be a usafideseand shall be explained in the
next paragraplas well @ in the theoetical parts ofsectionsfour and five Henderson et

al., 2002) Furthemore, the concept of embeddednes® better understand the social
and political surroundings impacting the rural econqmuill be a central level of analysis
in this thesis(Hess 200pHess & Coe 2004Moreover, short food supply chains (SFSC)
are amain concept inherent to the rural family economy, as they shift value capturing
towards families while lower costs and price increases can be realized by the food
produces and will cosequently be a further core theoretical concept of thigesis
(Rentirg, Marsden, & Banks2003) Finally, valudased decision making about farm
succession is a central issueSRD and the question of the future of the land which is
why the resourcebasel view (RBV) will be used to better understand the decision

making aboupotential farmsuccessioiiMahoney & Pandian, 1992)

2.3 Global production networks in the a¢ood industry
As production processessince the 1960sbecame more and wore divided and

multinational, through new ways of labour division, they started to stretch out globally
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(Gereffi & Lee, 2012)To explain thesesegmented spply chains and analyse the
underlying processes, the approaches of productiotwoeks and value ltains offer
valuable instrumentsGoeet al,, 2008; Gereffi, Humphrey, & Sturgeon, 2005; Henderson
et al., 2002; Leeet al, 2012. As the name impds global is the largest dimension of
analysighat the theories are applicable®. Howerer, as multiple athors concluded, the
framework ofglobal production networks (GPHNan also be used for regionaiocesses,
which are in toda@ globalized world connected globally happening processes (Coe et
al., 2004; Henderson et al., 2002). Thuasnot only obsenve and analyse theconomic
behaviourin smallholder valuehainsthrough the lens of sustainable rural development
but also the lens of single actors within agricultural production networks, the concept of

global production networks (GBMill serve as aadd-on to this thesis.

The GPN approachwhichstrives to explain economic behaviour along value chains, also
stems from discussions about Global Value Chains (GVC) and Global Commodity Chains
(GCC).Thesetwo chain approaches have been widely criticizéor their inherent
hierarchal lensand the linearity which is used to analyse value creation. Further, their
focus on transnational lead firms and the neglection of relevant secamomic, political

and institutiond frames has beeafocusof criticism.Finally, multiplerelevant groups of

actors such as negovernmental organizations (NGOs) have been disregarded in big

parts of the GCC and GVC discussibiesnderson et al., 2002; Hess & Coe, 2004

The idea of tre GPN approach, to fully grasp the stuwres and development of
production networks, grounds on the idea fifjlure 3 As figure3 shows, the three
analysed categories for production networks are value, powed embeddedness. The
questions of who createsalue, who enhances,iand who captues thereby is most
important(Henderson et al., 2002 he ideaf power, which can be exercised in different
forms within a production networks as importanand determines who can capture the
most value Furthernore, the concept of embeddednesstise main category in the
analysis of production networks. The three initial notions of embeddedness were
territorial embeddedness, network embeddedneasd societal embeddednessid will
further be explained isection2.3.3. The GPN approaetrs in recentdiscussios, often

criticized for the fuzziness tfiat concept(Coe & Yeung, 201¥eung, 208). That is why
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this thesis willat alater stageadd-on to the deeper understanding of embeddedness as
an analysis category for economic processis production networks including
subsistence and sersubsistence farmsrhose threelefiningcategoriedor stakeholders
within their production networksWalueQ HowerQ and €mbeddednesQ are however
analysed in multiple dimensions. Firms with thewn unique architecture and
institutions can be governmental or nagovernmental as acting agents within the
networks. Furthemore, the surrounding structwes of political and businegsetworks
with their architecture, their possibility to exercise power on markets actdrs and their
own configuratiors of governance are dimensisnof analysis. Lastly, technologies,
products and markets arealso analysed inthe categories of power, value, and
embeddednessThe questionghat are thus posed and examined in the undertyi

processes and chains of interactions are:

- Which value has a certain dimension, who creates and enhances it and who can
capture it to whichdegree?

- Which configuration of actorgexplainsthis distribution of valueconnected
processes?

- Which power is exeised from certain agents or structures toward other
stakeholders in the production network? Is that power corporate, collective or
institutional?

- How does this power translate into relations between different stakeholders or
stakeholder groups?

- Which stuctures and actors are embedded in their territorial, societal and

network surroundings?

And finally, the questiori$b which developments this complex network of interactions
leading,and which wheels can be turned from an acfocussed lens to fostea certain

development(Henderson et al., 2002
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Figure3: The architecture of glad production networks
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2.3.1 Embeddedness in smallholder farming

Embeddednesss one of the main categoriei®m the theory of GPNsIn smallholder
agriculture, where viame-creating and adding activities are scarce, capturing of value is
more and more the capability of globally sourcing intermediaries and power can mainly
be manifested through largsecale cooperon, the embedding of distribution channels,
single smallhlalers within the network of smallholders, their territorial neighbours, local
and national politicsand social surroundings is expected to éetraordinary important

(Lee & Gereffi, 2012; von Oppkowskiet al, 2019) Thus, iheeds to be more specifidgl

definedto inform this thesis

Embeddednesshall serveas a tool of analysis to better understamdich social and
political mechanisms push or hinder smallholdertheir economic decisiomakingand

to develop their business in one or the otheratition. However, embeddedness was
often widely criticized because ofts generality and fuzzinesas a concept to explain
everything happening around clear economic powerqualities and questns of value
generation, capture and enhancemewnithin global production networksThus, it shall

be more clearly defined in thisection The three types of embeddedness are societal,
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network and territorial embeddedness. Societal embeddedness is theepgonthat is
gained by stakeholders througheim personal and collective historyhe concept stays
dynamic as it changes with joining of information from stakeholder to stakehotdarh

with their individual personal and institutional backgroundibus, in the theory oGPNs,

it represents the natinal, regional, local and personal culture of its stakeholders (Hess,
2004; Hess & Coe, 2006; Rainetial., 2011).

In the setting of agriculture, that includes traditional distribution channels, cooperati
and associations, the mutual perception @blicymakers consumers and other
stakeholders, farming concepts, rural livelihood and patterns of consumfifagheset

al., 2008).The dynamism in the agrarian context is exemplified through the exchange of
experience and information between different gamnations, different farm sizes, cultures
andways of cultivation. The second foymetwork embeddedness, describes the quality
of interaction of stakeholders, who influence each other. In the agrarian cgnifet
includes for example trades, informatim exchangeand machinery lending between
farmers. It also implies the relation towards day workersuppliers and buyers
Moreover, especiallymportant in postsocialist countriesit includes the relatia
towards localauthorities and policymakersn the local level The special importance
arises from the resentment of farmers towards pojidating back to socialist timeas

well asthe informality and corruption still in place on the lodaVvel of auhorities and
policy making(Bowen, 2010; Roger, 201Boboc et al., 202, Hanspach et al., 2014
These coherencdsighlightonce morethe vertical as well as the horizontal dimension of
network embeddednessbecausea good connection to suppliers and bugeto the
institutional surroundings as well as to eventual cooperatives or other farmers is crucial
for a good standing within the production netwofKdenderson et al., 2002; Hess, 2004;
Sonnino & Marsden, 2005).

Finally the notion of territorial embededness ifighly importan in the agrarian context
as it describes the quality die connection between actors and entities in the territorial
scope of their actiongCoe & Yeung, 2015The strong connection between land and
farmer families with generdional ownership and herdge, longterm strategies of land

use are inherent to traditional agriculture and thus result in localized manifestations

27



(Hess, 2004yan der Ploeg, 2008yan der Ploeg, 2034 Consequently territorial
embeddedness evolves ovarlongtime period and ifluences the creation of certain
tastes and ways of production connected to a region. If that connection is unclear to
customers, peasants can generally not access niche markets. Instesgher industrial
products with a stablejuality dominate (Bowen, @10; Roger, 2014). Moreoveland
rights, which are traditionally fixed and steadily repeating transactions between

stakeholdersare examples for territorial embeddednes®n Oppenkowski et al., 2019)

2.3.2 Bargaining power ithe dairy industry

As desribed in 2.3, bargaining power is one of the main categories in which production
networks are analysedhenthe peasant farms observed in this thesis have raw milk as
their main marketed produceThe pwer between different stakeolders determines
which goods of which quality are soéd which price under certain circumstances. In
general, the morepower an actor in the vertical dimension has towards their
suppliers/buyers, the better heancapture maetary value from transactits within the

production network Henderson et al., 2002

In the globalized food industry lead firms, which are globally acting retailers and
processorsgoverntheir value chains toglown (Coeet al, 2008; Dolan & Humphrey,
2000, 2004) At the same tira, the suppliers of their production networksust try to
meet quality and quantity standards imposed by the consumaes passed along by the
lead firms. If theysucceed irdoingso and gain a certain degree of irreplaceahilibyeir

bargaining power casequently rigs(Douphrate et al., 2013, Reardon et al., 2009)

Producerdriven chains areconnected to technology skill and capitalintensive
industries as empirical works showed. At the same time, bugeven chains arethe
oneswith goods of low omplexitythat are widely available. Thualso the chains derived
from family farming with dairy specialization are expected to be bulyaren (Leeet al.,
2012). The retail sector governs the production networks through thewer surplus
over dairiesusing their strong brand names to dictate prices and quality standards. The
dairy sector was strongly consolidated in to withstand ginessure of meeting hygiene,
price and quality standard3hs consolidation resulted in felher squeeze on agriculture

as the threefold pressure was further transferred to the producers of raw milk (Dolan &
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Humphrey, 2000; Dolan & Humphrey, 2004; Gereffi et al., 2005; Lee et al., 2012).
However, in the dairy chainyhich is an agtiood chain wih goods of short durability

the producers of raw milk can capture more value while being coupled to a globally acting
value chain (Douphrate et al., 2013; OECD, 2016; Reatal, 2009). Thusthe
empirically grounded theory leads to smallholders lgeat the intersection of glmal
consolidated and traditional local markets. Those two forms of governance are imprinted
through theearlier mentioned shift of price pressure and bargaining power (Bojnec &
CSNIi! = H etaln2014;,Hardn@ A, 2009; Le et al, 2012).

The captive value chains of dairy products in the globalized food network are marked by
strong coordinatia and regulationthrough globally acting dairies as lead firrasd, as

a result,smallholders can participate hypgrading their product quality and quantjty
which in turn leads to a consolidation of land and the classic paradignthef
industrializedagriculture of economies of scale and specializa{ioon Oppenkowski et

al., 2019) Consequently, the smallholdenged to supply their raw milk in accordance
with the regulations of globally acting dairjesd to prices dictated by the global milk
market Ther second opportunity of market participatiotraditional marketsare, on the
other hand marked by low enty barriers and governed through price decisions in arms
length relationships with minimum coordination and inputs for producers. Thus, they
enable farmers to diversifyheir farming activitiesand capture more value from their
produce (Gereffi et al., 200%ereffi & Lee, 2012; Humphrey & Schmitz, 2002; Lee et al.,
2012).

The high pressure in the current form of long, global-&gyd chainsn the dairy industry

with pressureon primaryproducersusually resuls in four possible outcomesThe first

two are the upgrading of smallholder farms, which in peasant farming are mainly process
and product upgrading processd$iey consisprocesswise, of milking and cooling more
hygienically and efficiently through a higher degree of technologization or more
productive breedgLeeet al, 2012; Gereffi & Lee, 2018)). Product upgrading results in
the capacity, capabilifyand possibility to procegte raw milk and valorise it.ead firms

with their influence on other actorfiowever, try to hamper product upgrading for their

suppliersto not lose their bargaining surpl¢&idianiet al,, 20093. (2), after pasteurizing
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and homogenizing, which aréamdard processes to obtain permission to sell the milk,
the raw material might also bprocessed into cheeses, yoghurts, cream, pdivder or
other dairy products that have added value compared to the raw product (Dellmann &
Hassler, 2017; ¢hson & Humphey, 2010; Humphrey & Schmitz, 200@), f upgrading

is na possible for the smallhdders and they consequently cannot meet the pressure of
large-scale retailers, which is shifted to them by intermediate dairies in the form of quality
and quantity standrds, the third option is exiting the globally organized production
network. Instead, @owngrading process can be helpad primary productsuch as raw
milk, might meet the standards of the market, while processed goods do not. This results
in less maket power and leaves the peasaffisther behind in pricindvon Oppenkowski,
Hassler &Roesler, 2019)4), the last possibilitis, however, to exit the global production
network and movetoward local traditional markets which are organized with lesgstr
regulations, lax liability and almost no entry barri&ilfbon, 2003; Leet al, 2012). Az
possible outcomé2) appears to be the most appealing in the sense of SRD and territorial
sustainable food systemand short food supply chains play a sulbgial role in research

on smallholder agriculturethe concept ofshort food supply chains (SFS@sjl its

applicability in peasant farmingill be discussed in the nezéction

2.3.3 Short food supply chains and their role for smallholder farming

There § a multitude of coexisting definitions and descriptions of sfawt supply chains,
which are derived from the idea of global valtleains and valuereation, enhancement

and capture processes in agood networks Kneafsey et al., 201Rentinget al.,2003).

In contrast to the existing chorus of global afgod chains ending up in the already
discussedqueeze on agricultur&hort food supply chai(SFSGsire considered to have

as few intermediaries and links as possible fromfanm production tothe final
consumer. A further main trade is that the goods carilly traced back to the producer

by the consumers. Thus, a certain connection of the place of origin and special qualities
can be manifestednd value capturing activities are spread améardewer stakeholders
(Galli & Brunori, 2013). While the litetae review by Kneafsey et al. (2013) showed that
many definitionsand descriptions of SFSCs coexist, all of them have the following in

common.
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Through the concentration of physical and ecomo activity within a region and the
goods produced for SFSClsely connected to organic farming practices, SFSCs create
economic, environmental and social benefits within a regidre environmental benefits

are often derived from farming systems whigte quite traditional and ecologically sound
becausehey are dverse and not focussed on agirmdustrial monoculture¢Karner et al.,
2010;Rentinget al,, 2003) Thehabitat function for pollinators, other insects, birds, and
small mammalsas well ashe floral biodiversity functiomand organic practicesare
empirically connected to the loMo-no input farming methods, usually applied in systems
that are focused on supplying SFSCs. Through the creation of local employment
opportunities, possibilitiesof knowledge exchangeand supplies to local shops,
processors and consumers, local stakeholders are reintegrated into food production and
the production and consumption network of agood goods gets denser through
distributing via SFSCs aftitrough entangling the local societyRenting et al., 2003;
Kneafsg et al., 2@.3).

Doing so, SFSs contrast to long ag#iood chains contribute to keeping the created

and added valuwvith the farmers andhe local stakeholders involved. This functions best
through the avoidance of intermediaries and middlemen, espléy withgoods of high
monetary value (Narrod et al., 2009). In consequence, opportunities for employment
also of younger peoplean be fostered and thus, SFSCs can also help outlying areas to
oppose fallow and rural exodus through an ongoing ageoyufation (Roe & Wiskerke,
2012). Economically, SFSCsatentradictory concept to the paradigm of specialization
and economies of scale. They arbetterexample of economies gtope andheyenable
growers to diversify their production(DuarteAlon®, 2011; Marsden, 2009).
Consequently, farmers are more likely to produce and sell products closely contected
GKSANI 2NAIAY YR GNIRAGAZYLFE LINPRdAzOGAZ2Y YS{
swply chains because of missing economic viabdityl dstribution channels low

guantitiesandfast perishability.

The goodghat are empiricallyconnected to SFSCs amsually unprocessed dightly
processed on farmor in traditional short supply chas to keep perishability and the

numbers of involved dors as low as possib{®arsden et al., 2003Whilehavingas few
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links in the chains as possikds well asa limited geographical radius of action from
producer to consumer ar¢he main characteriscs of SFSCs, there are no maxima in
either of these two categoriefKneafsey et al., 2@). Whethera food supply chain can
be describedas short or nottherefore, depends onthe multiple questionsof their
embedding from functioning infrastructure and logistics to population density,
complexityand perishabilityof the productsand differ from region to region and product
to product. In the case of Romanian peasamtryhe Carpathian mountajrwhich mainly
takes place in areas withlew population ensityaside from CluNapoca both numbers

are expected to be rather low.

Consequently, only very few links and an armlendthstworthy relation between
consumer and producer, which got embedded via the exchange of food products define
SFSCs in the cmxt of the Romanian Carpathian Mountains and its smallholdEng.
place and way of production should be as familiar to the final consumer as the full value
chain should be to the farmer and all othetakeholders directly involved in the
production, proessingand distribution of the goods (Renting et al., 2003). Through this
re-connection of producer and consumer, SFSCs help-géstablish the oftercriticized

lost connection fromfood-consumptionto food productionon the consume® sde.
Consequently customers can mak#heir consumption decisiabased on information
embedded withn the product such as the place of production, the people involved and
their values as well as production methods (Chiffoleau, 2009). Through this hejloiev
informational detail on the product, it gains relative scarcity in the market and might thus
compete with products from globally managed afgrod chains, even though higher
perishability and lower standardization and availability of the goods fr&i8C3are

expected(Kneafsey et al., Z1B).

The market opportunitie$or goodsthat are soldvia SFSCs are dependent on the kind of
SFSC in place. Generally, three kinds are distinguished in literature: (}oFace
chains, in which the goods adrectly traded from casumer to producer and which
result in maximized authenticity of the value chain. In the-fmpd contex, that means
consequently farmgate or roadside sales, farmers markets, -tvased pickyour-own

sales or farm shops. Theoratlly, online shops aralsoa possible outlet. However, most
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smallholders do not have the capacity and capability of running an online shop while
pursuing ongoing farming activities. Secondly, online shops as well as roadside sales
access to farmer markstand customers findingheir way to the farm are highly
dependent on infrastructure suchs easily accessible roads, constant web access and
finally also education how to use(lHayden & Buck, 2012; Canaral.,2007; Kneafsey

et al., 20B).

(2), SFEBa G g A (KA YA YALDREA F2Fin ISyR sEegakst retailers such as

butchers, restaurants, or hotelss well agublicinstitutions like hospitals and schools.

The most farreaching distribution channels via SFSCs have a lie@acton marketng

activities throughbroadly known labels such ast NP (B3O BNRF LIKA OF £ LYy RA Ol
Gt N2PGSOGA2Y 2F 5SaA3dylFiSR hNAIAYyEéd ¢K2aS R
over a longertime and thus are hardly accessible for single smallholdgrse

investments and neceasy infrastructure represent a burden to them (Kneafsey et al.,

2013; Barham, 2003)(3), Spatially extendechetworks involve high transaction,

certification and investment cost&hich results in relatively large businesses running

them. They are threatere by a loss of the crucial authenticity and connection from

producer to consumer and other main traits of SE@Gsexemplified through former

SFSCthat turned into GPNs with a strong braméme in an ag#industrial way. An

exampleA & A DNJ y I £33 Rl yOK $ShSPtg KA OK Aa O02yySOUGSR
but in the meantime globally distributed and even available in discounters while primary

production is completely déerritorialized and the information of consumers on thayw

and place of produabn is not accessible anymogBarham, 2003; Parratt al.,2003)

Thus, smallholders can realisticatiply participate via those chains when organizing
themselves in cooperatives or other networks for schemes like customer swgport
agriculture such asVia Campesina or comparable locatlyiven food movements
(Kneafsey et al., 2013via Campesina, 201.0As empirical studies on pesobcialist
agricultural societies showetthis is expected to behe main barrier to accessing those
channels as farmers ad®ubtful about cooperating with eaatther (Oppenkowslet al.,
2019. Consequently, the economic benefits for smallholders still often result from the

willingness to work long hours, vahaelding agivities to primary products and forms)1
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and(2) of direct marketing while working the land in extremely high laadivalent ratios
and trying to diversify economic activities at high economies of scbDpar{e-Alonso,
2012, Xu et al., 2019

The cultual and social capital within areas where production fB68s is performed is
also gaining ground. Through keeping athvefarming traditions and cultural heritage of
the country life and their communicati@rthe socialcultural identity can be kept and
grown. The communication of tradition and cultureght be symbolizedfor examplejn
outstanding architecture, traditional farming methods, folkloric clothiagd processing
techniques. Through the personal relation between consumers and producers hed t
frequently chosen way of diversifying into agtourism new ways of community
involvement, social interaction and strengthening of relati@ams opened(Marsden&
Sonnino, 2009Renting et al 2003;¢ | Y I & NX  HintlwdesOtide ertafadlicy of
consuners into food production through personal contact, which emphasizganically
produced food, the fostering of a reconnectibetweenhealth, the environment, food

consumption and animal welfareWinter, 2003; Kneafsegt al., 2013.

When onnecting thke high social capability of SFSCs with economic viability and
environmentalthoughts short distances of transpagrhigh biodiversity low inputs of
chemical treatmentsandlow wastes and pollutiorone finds the framework of SFSCs
fitting as apossible way to includsmallholdergo reach sustainable rural development
with the help of peasantarming (Arato et al., 2017; van der Ploeg & Marsden, 2008;
Kneafsey et al., 2013This holds especially true the research area of the Romanian
Carpdhians, agarming activities take place antegrated farming systemsith none-to

low-input of chemical fertilizers and SFSCs are traditionally embedded.

Putting together the ends of SFSCs and SRD it becomestl@¢ashort food supply
chains starting from smallholder farmsmight help to foster not only economic,
ecologicaland social, but also culturbl sustainabledevelopment wheneconomically,
politically, territorially and societdly embedded (Carney, 1998an der Ploeg & Marsden,
2008; Galli &Brunori, 2013 von Oppenkowslet al, 2019. This thesishould lead to a
better understandng of smallholder farming activitiesfor a sustainable rural

development which is why the political and social embeddedr#sSFSCs in rural
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Romania will be at the centre of researchsection4. In order to shed light on the
consequences of the economic situation of smallholders, migsmgeddedness of their
distribution channels and the continuimyessureon peasant ageculture, the following
section seeks to buildtaeoretical framework for understanding the questiofiwhether
smallholder business are continued within the famdynot, by using the broad lens of
the resourcebased view as introduced by Mahenand Padian (1992). Furthenore,
the concept of embeddedness will lmmce agairexplanatory for the questionf what
happens to agricultural areas of smallholders, if they amd further worked by

successaors.

2.4 Farm succession theorythe resourcebased view

Farm succession is a topiat has been widely considered in recent publicatices the
meta-analysis by Suedeyes & Fuetsch (2016) with their screening of 53 #fien
articles from between 200Q016 shows.While their study showshat in many
publications either no, or no consistent theoretical framework was used, the
predominant theory used to analyse the reasons for and against farm succession is the
resourcebased view(RBV) Thebasic idea of the RBV is that certain resources help to
create a copetitive advantage of businesse3he resourcestherefore, must be
valuable, rare, inimitable and nesubstitutable (Mahoney & Pandian, 1992irmonet

al.,, 2011). The better the available resource of businesses perform in these four

categories, thdetter can a sustained competitive advantage be reached by them.

Moreover, resources are generally divided into tangible and intangible resources.
Tangille resources are usually easier to replace while intangible resourcewidety
considered to be dhighsocial complexity, often unique, less replaceadote thus, more
important for the sustained competitive advantage of a business (Allee,; Zl@8onet

al., 201). This broad perspective allows the conclusion that the more value and
competitive advantage business has, the more likely it is to be overtaken by successors
and, thus, to survive at the market (SueRgyes& Fuetsch, 2016; Barbieri, 201Barbieri
Mahoney, & Butler2008; Meert et al., 2005; Lambrecht al, 2014). This generalist
approach an also be used to describe the determinaatgarm successiorSuessReyes

& Fuetsch, 2016Sirmon et al., 20Q1).
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2.4.1 siccession in family farms

Asthe RBMs broadlyapplicable and helps to reduce complexity in the decision making
of prospective farnsuccessors it is a suitable tool for understanding parstipull factors

of farm successiofRau, 2014). This is especially helpful, dealing withlyearimingsince

the complexity of farm successioreisormous(SueesReyes & Fuetsch, 201@) addition

to the question of potential successors through age, gender, capakalitgy personal
interest in farming, there are other multiple other factors whiplay a crucial role such
as table 3 insection 6 shows. Human capital (e.g. extraordinary land spediéicit
knowledge, missing hireable workforce), social capital (e.g. market access, narratives of
succession), survivability capital (e.g. traditiotzadd rights, involvement of children in
farm work), patient capital (e.g. degre® mechanization, accedslity of loans), and
finally governance structures look different from family to family as well as from farm to

farm.

These five types of resources are also considéhed most important to family firm
succession in general (Sirm&nl A GG = W hb B, Q0878 Nconsidered part
of all theR A ¥ T Saypialg inentioned the combination of family and businessnot
replicable Moreover, this combinationis at least in the eyes of potential successors
unique and thus,there is a general tendendyp look for and findsuccessors within the
own family. However, the qualitgf the family business and its resouradesterms of
value, rareness, inimitability, arelibstitutability must be as high as possible in order to
maximize the chances of farm session (Glover & Reay, 2015; Kerbler, 2012,
Grubbstrém & Soovatbepping, 2012). As this thesis does ooty aim to further clarify
why family farms are overtakemut alsoon what happens to thenwhen they are not
overtaken within the farmer family, th&®BV needs an aeth to create a framework
which captures botlihe fate of land in terms of successj@r no successigras well as

in terms ofwhat happens after land abandonment.

2.4.2 e concept of embeddedness in the context of farm succession
Embededness, the concept elaborated in section 2.3 and 2.3.1 is a suitable addition to
the RBV. While the RBV is a framewpikting the resources of a business into the focus

of observation,the embeddednessonceptis actord F 8 SR | YR R2Sa y2i
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faNJy 3 | (i Sibsteadl thifes a multitude of actogsinfluencing developments of a
production network into account. Thidits the questionof the fate of nonrsucceeded
agricultural land from smallholder farms. Whethee land is abandoned, kept, worked,
rented out or sold is determined by many political, social and economic factors and
actors.Other literature alreadyobservedthat when notusing a theoretical framework,
assets away from monetary reasoning are the most important influence factors for that
question (Grubbstrom & Eriksson, 2018; Howley et al., 201&wley et al., 2004 The
influence factors can be theoretically framed, sorted and analysed using the concept of
embeddedness, stemming from the discussion of global production networks (Hemders

et al., 20@; Hess, 2004; Hess & Coe, 2006). As embeddedness includes a wide range of
actorsand factorsthat are influencing a production network, it shall be defirtadough

AGa GKNBS YIAYy y2iArA2ya (2 20SNO2¥&aliKS ONR
2011).The already mentioned three notions need to be partly redefined and adjusted,
dealing no longer with solely economic transactions between stakeholders but with the
guestion of farm succession. Thuisis section describes, how the threeoegmentioned

and elaborated notions of embeddedness fit the question of the fate of abandoned land.

Network embeddedness is marked through the connection of actors to each other and
throughtheir impact on each other. This includes the interaction frormfarsto farmers

as well as farmers to local authorities and policymakers. Moreover, the connection to
customers, dayworkers and other firms describes the network embeddedness of a
farming businesgHess, 2004; Hess & Coe 2006)postsocialist countriesike Romania,
resentments from farmers toward politics and toward each other are of special
importance, ascompulsorycharges and denunciation from before 1989 are still

LJS 2 LJmiSda Bowen, 2010; Roger, 2014). In terms of farmland fate, network
embeddedness is most important when land rights shall be changed adés&s opublic
authorities as this is expected to be an informal procedareural Romaniasometimes
ruling over many years of traditionally and socially embedded land righigher, he
relation toward prospect buyers, renters and successors is aimf@uential factorwhen

using theidea of network and soci@mbeddedness concept for analysing the future of

non-succeeded farmland.
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The second notion of embeddedness is naturally gheg importance in agriculture.
Territorial embeddedness entails the deep connection of farming families to their land
and theirregion. Furtherit includes localized manifestations, such as ways of working
the land and repeating informal business activitiesbetween farmers and other
stakeholders Moreover, it entailsinformal land rights, certaintypical products and
distinctivequalitieswhich all have developeaver a longperiod oftime. (Hess, 2004; van

der Ploeg, 2014; von Oppenkowskal., 2019). Iterms of farmland fatemajor influence
factorsarethe territorial binding of farmland owneras well asmplicated valueswhich

are connected to land and locals as well as local manifestations with business partners,
people helping towork the land, tait knowledge on the land andeographical and

infrastructuralconnectivity with other plots.

The third notion which is importanto mention issocietal embeddedness which mainly
consists of historically developed strategies, perceptamd actions of steeholders. It is
often influenced through personal, local, regional and national cui(ifess, 2004; Hess
& Coe 2006). In the agrarian contextfarm successiofit, might entail traditional farming
practices, patterns of heritage, rair livelihood, prodction and consumption patterns.
Moreover, it consis of the views whichdifferent stakeholder groupsold abouteach
other. In terms of the questiotWhat happens to land after there is no successor fand
strongly societal embeddedosial and patient apital arethe most influential factors,
even though perceptions of traditions, traditional views on each qtleér., might be
shaped and changed through joinitmpetherinformation about different generations,
farm sizes and culturggienderson et al2002; Men, 2014)To onclude, the concept of
embeddednesss able to addresall influential factorsfrom monetaryto non-monetary,
as well associaly, historically and culturally shapefactors in order to observe the
underlying mechanisms which infloce the fate of norsucceeded landas the case study

in section 6 will show.

2.5 Research questions and aims of the thesis
The aim of tis dissertation is to understand the situation of smallhalslén emerging
postsocialist countries Peasants areincreasingly connected to global production

networks through the consolidation of food marketand, as a resultthe earlier
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mentionedconceptsof short food supply chains and global production netveovkll be
utilized Explicitly, the concept of embeddedrsess useful to understand crucial
processes, developmentand variables in the sense of sustainable rural developgment
while not neglecting economic trajectories througlhdifferent stakeholders the global
production networks of smallholderg.or ths purposethree different perspectiveare
used (1) The ecological perspectifaeus®son ecologicdy sustainable farming systems
and short food supply chainghich areboth promoted asa part d the solution to the
question of global nutrition. (2) Eh economic perspectiveon what is affecting
smallholders in the ongoing political and economic development of industrialized farming
andthe consolidation of markets and land. (Bhrough the SRPerspectiveshouldthe
question be answergdwhat happens toland which is abandoned due ta lack of
fostering of (1)and insufficient performance within (2Ylore specifically, the case study
of dairy sméholders in Romania and their production networksl be used to exemplify
underlying mechanisms of statedaunder the Common Agricultural Policy of the ,EU

market trajectories and economic and ecologic consequences

Based on hese perspectivesthe concept of embeddedness will be extended by the
notion of informal marketswhichisso far widely neglected ithe discussion of whera

disembeddingfrom existing distribution channels, network, economic and societal
structures could lead to. The categories of societal, territorial and network

embeddalness and their dynamism will be used to describe that.

Further, how the farming systems are fostered through political institutions and how that
support is perceived and usedll be describedFinally, the consequences for the farm
structure regardingdrm succession, the push and piattors towards succession no-
succession and its consequences shall be descriiedo sothe generalist approach of

the RBV will be used to understand what drives the young generation to take over their
LJ- NJSfsfria @@ once more the concept of embeddedness twill be used taanalyse
which mechanisms araitiated after the abandonment of farmland dhe giving upof

farming activities.

This work has been written in order to deepen the understanding of smallhtdd®ing

in a postsocialist country and to better understand déind how peasantrycan be a part
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of the solution of the worldhutrition question in the sense of SRID addition, it explores
which factorsare influencing the development of smallholder agriture in an emerging
country like Romania. Furtheit shall help the understanding of the concept of
embeddedness in smallholder agricultuard add new notions of informal markets and
its usabilityto the question of abandoned landrhus, theconcrete questions to be

answered within tiis thesis are:

1) Whatrole doesshort food supply chainglayin smallholder farming and how are
they politicallyfostered in the case of integrated farming systems?

2) How important is the embeddednessdiktribution channels for smallholders and
what role does the embeddedness offormal channels play?

3) What are the main determinants of farm succession in {sastialist Romania and

what consequences arise on a local level in sa$enissing farm successi?
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3 Research design and methods

In thissection the used methodology will bexplainedand justified It will be arguedhat
guidelinebased interviews are a viablaethod to assesghe production networks of
smallholders in the Romanian Carpathians smget deeper insights into the situation of
farm successionand the fate of abndoned land Furthermore, the process of

interviewing and dealing with the collected data will be dezedl.

In general, two different empirical approachesre consideredThe firstisto use mainly
guantitative data and methods to assess tduction network. To get viable results
with such an approach, the whole netwegrincluding factors like embeddeéss,
governance and power as well as financial but also ecological benefitgst be
quantified and expressed in significant numb@de Grootet al, 2003; Fagerholm et al.,
2016;Yeung 2019. This would imply defining an index or unit, in which thiéedent
researched values can be described and compared. Moreover, aiming for more general
results rather than basinghe findingson asingleassesse case stug, a statistically
significant number of cases must be evaluatéid.however,implies, that apersonal
approach towards participants of the studhe possibility of asking and understanding
personal, casspecifi¢ in-depth questionsand a precise and situatiofwise adaptable

translation of questionare not granted.

Additionally, other differing,external influencing factors on the research resudtsch as
temperatures, rainfall, pests and diseases of plants and anjmaist be consleredfor
evaluating the precise correlations of factdhsit are looked atandthisrequiresa long
term statistical analysis of poorly documented economic and agronomic bhathe case
of smallholder farming in Romanighe quantification of all value geneated and all
factors which must be considered is barely possibbiould also imply research on data
from a longer time periodand with different external conditionssuch as those
mentioned before. Another aspect which contradicts teele usageof quantitative
research methods to assess the topic is, ttire are not manyase studies which can
be evaluatedand multiple informal activitigswhich cannot be measured quantitatively,
play major roles in the performed resear@fon Oppenkowslet a., 2019). Furthermore,

mostactors are hard to contact, have no online presence, andrageneral historically
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and educationwise, not connected to research and scientific language, which makes
quantitative data collectiormore challengingAnother asgect which contradicts the
usage of quantitative analysistige grong personal bindinghat many landowners have

to their farms. As a result, they might natways be rational in their decisioaadhaving
GGKS T NY I Becomes $ha k& deizelyieHiniheir decisions, rather than
purely looking at what the numbers sggest (SuesReyes & Fuetsch, 2016This
irrationality often requires multiple follovwup questions angresentations in ordeto
understand what drives people to certain decisiongConsequatly, using only
guantitative data for assessing the high complexity of the researched sectmomic
fabric analgis seems unsuitableyet, using secondary statistics for backing up the

qualitative data is crucial.

Therefore,for the purpose of this stdy, mainly qualitative research has been conducted
while secondary statistical data from the European Union and the Romanian statistical
office havealso been used Guideline based expert inter@ws were chosen to bea
suitable researchmethod for evaluathg the deeper reasoning and -depth
understanding oftakeholderdecisions and mapping the complexitytbé multifaceted
mechanisms involvedHay 2010Q. Conducting guidelirdased expert inteviews also
enabled the research tiemain flexible tanew rekevant aspectsat anytime. Thsturned

out to be very importantpecause othe relative scarcity of sources pfior qualitative

data on the topicand the processes in smallholder farmitingit are underlying steady
change. Furthermore, multiple aspegiscludingglobal value chaigovernance, political
RSOAAA2Y AT w2YlFyAlQa LREAGAOFE KSNRGIFIAST |
succession and educatiowere of major importance Recognizingknowledge and
research gaps in these fields alsodsdo the decision to use experiterviews in order

not to miss relevant aspects in quantitative research practitesaddition, he often
adaptedinterview guidelineconsistently kept theesearchflexibleto new inputs, so that

not only the expected dvers of change and decision making but also the unexpected

driverswere capturedwithin the thesis(Lamnek, 206).
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3.1 Qualitative expert interviews

Conducting guidelindased interviews leges room forthe adaptation of interview
guidelinesin the sensef grounded theoryand is a common method of qualitative social
research(Lamnek, 206; Hay, 201 Whenever a certain claim egreed or disagreed
upon by the starting number ofinterviewess, it can bedouble-checked witha different
group ofsubsequentinterview partnersAfter an appropriate number of casgthe claim
can either be accepted or neglected aisdhentaken as common ground when talking
to other stakeholders. While not asking about the fact anymore, but mentioning it, the
interviewees stillhave the chance to express thapinion on the matter, while the
limited time of interviews can be used to grasgw and other topics in more detg\ey

& Mruck, 201). At the same time fithe claims are reportedn in arepetitive way, and

this too can betreated asvaluabledata for the research

Theresulting flexibility of the research design leads to the gmbty of not only ask
people precise questions on topics which they doalatayshave detailed knowledgen

but alsooffers them the oppaunity to talk about their field of expertisénygained data
improves the guidelinewhich canthen be checkeddeepenedor differentiated from
interview to interview.This leads ta deeper understanding of underlying processes
behindthe decisions andctions of different stakeholder@ayer, 2012). In the end, a
mixture of guidelinebased episodic and problegriented expert interviews were
conducted using the definitions of Flick ([edit.] 1995, p. 3A9Fhese interview guidelines
were based on knovedge from earlier literature research on the topic and the
experience gained from interview to interview. Moreover, the interviewese typically

a mixture of narrative impulses and halpen questions, only posing precise questions
for a very high lesl of detail(Lamnek 2006; Mey & Mruck, 200 The goalvasto let the
stakeholders talk about topics they éuv somethingabout and not to force them to give
answers to questions which they can oalyswer vaguely. Consequently, the interview
guideline wa adapted several times during the resgaprocessvhich led tothe multiple

versions of the guideline found in appendixIja
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3.1.1 Conception of thiaterview guidelines

The interviews were conducted using an adaptable guideline which coosises/eal
subtopics(appendix &-j). These topics were, dependg on the interviewee and the
progress of researctapproached in varying degrees of depithe general approach of
guided expert interviews was chosen becauseerperiences gainedin many other
studieswhichdeal with smallholder agricultureas well asvith other actors whosemain
economic transactioneccuron an informal levelvhere official data from a firm as well
as on a regional level are hardly collectable. Furtimgtial information was gthered
through interviewing farmers within the project SustainFARdmM the FACCESurplus
program of the EUfunded bythe BMBF. It showedhat approaching farmers witla
combination of a foreign researchanda Romanian researchavas positively perceed.
As one of the researchers comes from theiversity of CluNapocaand was bornand
raised in the same part of the countrywhere the research was conductedan
atmosphereof trust and familiaritywas developeavhich, in turn,led to fruitful talks and
interviews. Adrian Gligathe researcher from USAMV Clig very experienced with
smallholderfarming methoddn the area ands an agronanist himself,and as a result,
the research wagreatlyenhanced bothby his understanding of the peopievolvedand
his ability to translatebetween Englishand Romanian. This combination enhanced the
interview situation itselfthrough professionalitysecurity, local expertise, languagad

different angles on the smallholder situation in the Romanian Carpathians.

As mentioned beforethe guideline was continuously adapted during the ongoing
research andiltered depending on the stakeholder group apached. This resulted in
four different basic versions of the interview guideline, which wieirgher developedin
multiple stageseachbased orthe others (appendix 1g). Different interview guidelines
have been used for differemstakeholders as the appendices show. The adaptation of the
guideline washowever, alwaysincrementaland, within the process of intervieing,
previously dsregardedquestionswere continuously reevaluated (Mey and Mruck,
2011) Moreover, he focus on clsed questions, which is set within the interview
guidelineswas not set during the interviewsstead, intervieweesvere encouraged to
speak onmore generatopics.At the same time, howeverhe precise questionsvritten
down in the guidelinedunctioned as anchor points within the interviews.
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3.1.2 Choice of the interview partners

The interview partners were chosen according to the duction network around
smallholder production in the Romanian Carpathians. The focus was set on stakeholders
involvedwith the wood and dairy value chaimathin these farming systems. In order to
map the production network and the influence of embeddednesorrectly, many
different groups of stakeholders were approaché hefirst contactwith smallholders in

the countyofa | NJ Y wzdBade via the project SustainFARM:ell agartner farms

of USAMV Cluj. The contacts to smallholders in Cluj Coestited from contactwith a

locally acting NGO, working on the land rights of smallholdeskowing on this the

contads to smallholders were generated via tlmowballprincipledMerkens, 2000).

Firstly, he choice of representativesf NGOsand bankspoliticians industrial farmers

and industrial processors was made along the value chas described by the
smallholders. Secondlyurther relevant actors in the arewere identified byreading

local newspapers, onlinportals and reports by NGOsAfter the core phase of
interviews,during which25 actorswere interviewed, certain interviews wergsupported
through detailed questions via videcalling, phone callsand email conversationsin
addition, two additional interviews with representatives MGOs were made to ensure

that individualpiecesof informationobtainedfrom smallholders were morprevalentin
NGOsthus bundling the interests of multiple smallholders. Overadl,iZerviews were
conductedwith over 40 stakeholdersasup to four geneations of farmers and their
spouses were prese in many of thesmallholder farminterviews and couldthus be
addressedtogether (Appendix 2).The interviews were conducted within the counties
6acdzRSGa¢uv 2F al NI YdzZNBU la R thé rode®ainduyaredash ¥ T S NB
of the CarpathiansThe villages, in which interviews were led are all depictédermap

of the research area (fig. 4). It also includes the main cities of farmer markets and NGOs,

ClupNapoca and Baia Mare.
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Figure4: Map of the research area
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When information on the researched topics started to repeat and overlap the questions
were posed differentlythrough a grounded theory(Mey & Mruck, 2011)When the
answers repeatedultiple times from different stakeholders, they served as the starting
point for new questions. Even though multiple topietich were touchedon in the
interviews andwere highly interesting, they wenenfortunatelynot considered relevant

for the sirgle studies andbor this thesis, so they were not researchiedther. However,

the implications and further topics for research can be found in the conclusions of

sections4, 5and6 as well as in the conclusion of this thesis.

3.13 Interviews and analisof the qualitave data
Interviews with multiple different stakeholders required several different approaches

and led to a variety of interview situationshe peasant interviewsere usually around
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40-120 minutes and were, as suggested\bgy & Mruck(2011), conducted aff I NI S NB& Q
work and living placesor the most partinterviews were followed by a mutual meal and
the possibility for some more questions order todeepenunderstandingas well aghe
possibilityof a more personal approach towardpms of smallholder farmindn many
cases a tour through the holding of the family wadso a possibilityso that specific
guestions and talks could arise fromithin that context Usually, the interviews were led

in Romaniarwhile the aforementioneatolleague, who comes from the rural Carpathians
and is a scholar in agronomy at USAMV,@lag translating from English to Romanian
and backagain This ensured mutual understanding of both, scientific and traditional
wording and lowered the language barrietmensely Several farmers could be visited a
second time so that additional questignghich appeared dung the process of research
could be clarified. The surroundind®owever, werealways familiato the farmers and

the atmosphere was described asnwenient by many interviewees.

The interviews with the smaller processorsl(>employees}ook place at tleir factoty.
The operators presented their firmnd machinery and the interviews took around 120
minutes. They were also conducted in Romanian,ahds, had to be translated
simultaneously. The interviews with politicians, NGO representatives, researaheell
asindustrial farmers and processors were all conducted in English and cauied the
offices of each interviewee. The duration ofentiews alternated strongly, as some
intervieweesdid not have time for longer interviews. Thus, the shottegerview took
around 30 minutes whilethers took around2 hours. In all small to mediursized
enterprises with less than 10 employees, it wasgsible to speak to the operator while

in larger enterprises, spokesmen or other employagendedthe interviews.

In general, the interviews wergecorded on a recorder and/or smartphonend
transcribed manually afterwardevenstakeholdergreferrednot to be voice recorded
and, thus, detailed noteswere taken during the interviewsSeverallarge firms also
rejected the interview requests. Among those firms were multiple internationally acting
dairies, investment companiesvhich are known for consolding lands for industrial
farming and wood processarwhich were previously publicly accused of land and forest

grabbing.The different interviewees whbh are referred to in this thesis can be seen in
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appendix2. After the interviews wererecorded they were manuallytranscribed into
protocols and afterwardhematically paraphrased and sorted. The following analyas
carried out as a structured and linear analysis of contanttinformed the thesis through
contextualizing, altering and enhancing knedde from existing literature and studies.
Their sigrficance and relevance for the case of the Romanian Carpativanisl be
assessed through this generation of new insights. As the chosen method of data collection
is open to different paths of knowledggeneration the condensed information came
down to three specific cases, which codiieen be examinegand which helped to add on

to the existing body of theory on smallholder farming:

1) The embedding of Romanian smallholders into global dairy value chrashthe
implications of informal markets

2) The implicatios of changes in farm successpatternsfor Romanian peasants
the sense of SRD

3) Short food supply chains and their role for silvopastoral smallholder systems

Papersonthese three topics have beerahded in topeer-reviewed,scientific journals or
are alreadypublished The detailed information from these single case studies helped to
inform the analysis of thentire production network around peasant farmers in the

Romanian Carpathians.

3.2 Limits bthe methodology
When a&sessinghe chosen methodolgy, severastatementsshouldbe madeconcerning
its significance @ well asthe choice ofhow to approach the examined region and its

actors.

There are few official statistics on smallholder farmingmall in Romania, especially for

single regionsA large numbeof peasant businegsare managedn anunregulatedway

in informal tradesandwould, therefore, be consideredisii K S & o f I i© hationfdl NJ S G €
statistics.However, the available statisticuld beused tovalidate and deepen the
understandingof the smallholder processes described in this thesatisticsto
smallholder production andon-farm consumption are rarely available and when

available fluctuaésenormously depending on the reign, the farming system, the size

of the farm and the familyThus, they ar@ot reallyeligible fora detailed understanding
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of underlying processes in smallholder agriculture. Furthermorbe treent
developments in Romanjastarting with the downfall ofthe Ceausescu regimend
followed by the redistribution of lands, the accession to the EU and ongoing land
consolidationas a result ohot having a national functioning cadastre systded to a
situation in whichlittle data on land, farm successioand smallholder production

networksare available.

Asa result ofthe sample size of interviewed actdrsinglimited to 43 stakeholderghe
resultsmightbe opento subjectivity andhe opinionsof single stakeholders, which might
be confused withthe fads sharedby them. In multiple cases, the interviewees stated in
advance thata personal opinion is about to be expressed, however, the inherent

subjectivity in mterviewing peopleshouldbe taken into account.

Another difficulty in the field study waa language and culture barrighat hampered
access to people and informatiokven thougHiterature studies about the area were
meticulouslyprepared, the authorsaccustomedo workingin an international fieldand
aslearnings from interview to interew were generategthe culturaland, in particular,
the language barrier @as still experienced. Howeverthe professional translabin
researcher from USAMXClufNapoca is a scholan the field of agronomy and spent his
childhood in the Carpathiaklountains, as part of a peasant famjlgndwasthusable to
speak the same dialect as many interviewe®s a result, his presenoslaxedthe general
atmosphere in theinterviews and therefore, greatly enhanced the quality of the

interviews.

Lastly, one of thebiggest problems of the study was to engage with actors in the
production network aside from the peasants themselves. While going to tlosiations

and just askg for interviews was generally successful, approaching larger firms via e

mail, phone or pesonal contact was often rejected. Many firms seemed to be afraid of
GAY@SadAdalr GAdS 22 dzNY kdatdsdvivich theyywveuld acE Sh&WNB R 2y f &
for. When visiting their offices and factories, the interviewers were asked to leavécand

set a datewith the spokesperson of the company, wlom the other hangwas hardto

contact. This led to the group of investment and consolidation finmisbeing included

in the analysissprimary datg andit hindered access to several industrial processors of
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wood and milk who recently suffered huge reputational losses through redarases of
forest grabbing, land grabbing and issues with -&mntst authorities. Thus, in order to
assess their role in the smallholder production network correctly, secondaryfaata
NGO reports s well asintensive questioningof the other interviewes about these

I O G 2 NFpvidd®tlie Setessary data fordlthesis. However, havirgersonal access
totheF A N 4 Q NB LINE & S iiforineéd she@Sudy witteddiioralpdtdpeditve
and insighsinto these critical anaften illegal processe3 he mistrusof, and distancing
by, these actorsgpeaks for itseffand reinforces the many reports of informal processes
guiding big parts of the production networks around pe#saand furthermore,
underlines the trustworthiness of the interviewed tacs, who are expressed their

struggling withtheseexactdynamics.

3.3 Structure of the thesis and overview of the research papers
The following threesections(section4-6) are thS | dzi K2 NA Q | NI A Of Sax
been published osubmitted toa peer-reviewed journa® review processAll articles are

based on the data which was sourced from 2Q1019.

Sectiord focusses on the topic dfoth embeddedness and disembeddingsimallholder
farming, mapping the global production network of thekisting value chairia the dairy
industryand perspective developmentt.is argued thatwo current developments, the
globalization of the dairy market and the passing of smallhofdersi NI RA (A 2 y I f
channelslead to a situation for peasantsherethey cannot sell theidairy productsat

fair prices anymore.The situation is analysed usihgo frameworks global production
networks and global value chainandit is arguedhat informal markets and distribution
channels must be included immdse theories in order to be applicable for smallholder

farming.

Section5 deals with the passing of short food supply chains and how smallholders are
affected by this process. Concepliyait embeds the reality of smallholdginto the idea

of short foal supply chains and their role for sustainable rural development.
Furthermore, the subsidy design of the European Union for smallholder agriculture

which fosters sustainable livelihoodand food/fibre production and its usability and
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applicability in Rorania is questioned, whil@lsoembedding the results of interviews and

official statistics into the framework of sustainable rural development.

Section6 further developghe topics fromsections4 and 5, in whiclit is argued that rural
exodus and a furtér shrinking amount of existing peasant farms with tw low-input
farming systems will be the consequence of recent developm@ihis article focusses on
the mentioned reasons as drive@f succession issues within the rural communities of
Romania. It fther investigatesvia literature research and usage of the collected primary
data, the rationale behind young, perspective successors iegithe countryside and
choosingto not work the farm and land anymore Moreover, it catures the
consequences resirhg from this developmentThe resourcéased view is used to
analy® the reasoningvhich motivates eithefarm succession or farm abandonmeahd
isthe underlying framework for undetanding the processes after farm abandonment,

the concept of embeddedness is used.

The description of the study area with relevant statistics and legal information are

pictured insections4.3, 5.4,
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4 Informal marketsrad global value chairsthe disenbedding of
Romanian dairy smallholders

4.1 Abstract

The Romanian daifarming sector is marked by subsistence and ssutisistencéarms.
Through consolidation in the retail and dairy sector, the price pressurembasd toward
producers of raw milk. Thuggh new European, national and private standards and global
actors tapping into the Romanian market this development is reinforced. At the same
time, the smallholders, formerly accepted to be acting on an infornvall Jeannot access
their main distributon channels anymore. Additionally, through several legal constraints
0SAYy3 RSOSt2LISR aAyO0OS w2YlFIyAl Qa | 0O0Saairzy
neither able to issue invoices, nor to access certain sulpimyrammes as they are not
considered yridical persons. This article focuses on the consequences of this
disembedding of farmers. The peasants are pushed toward informal activities or value
chain positions, in which they do not have any bargaining powsn the globally
sourcing intermediarig they are supplying. The contemporary approaches of global value
chains and global production networks build the theoretical framework for the study.
Here it is argued that informal markets must be included intosth@pproaches more

concisely.

4.2 Introdiction

The Romanian dairy sector is in an advanced transition phase from its seuilist

period during the Ceausescu regime until 1989 and the subsequent restructuring of
agricultural areas. Prior to 1991, famgiwas very fragmented with statavnedfarming
business, however, since land redistribution in 1991 consolidation of land and farming
enterprises has been an ongoing process. Still, 97.5% of farms are smaller than 10
hectares and represent only 45.4% bétused agricultural area while 48.2%tloé land

of the land is worked by 0.4% of all holdings (Feleeral, 2017). The most
compartmentalized farming landscape of Romania, which has the most fragmented
structure in the European Union (EU), consists lid extensive dairy farms in the
mountair? dza NBX3IA2ya 2F (GKS /fdz2 FyR al NI YdzZNBU
(Tudor, 2015). However, many farms are part of global value chains (GVC) and are thus
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facing challenges of high competition in the milk rket, supermarketisation of the
Romaniarfood market and the strengthening connection of the Romanian market to the
global market. Moreover, they are missing institutions to support makbeed

transactions, capital, seeds and other technology (Detes., 2004; van Berkum, 2005).

The structiral data of Romanian agriculture in the EU context is striking and most of the

studies dealing with smallholders and their economic situation and distribution channels

are based on quantitative data (Driesal,, 2009; Feher et al., 2017; Popesstal,, 2017).

While these studies describe the structural change within the whole country, market
trajectories and their implications for smallholders through the disembedding from
traditionally grown structures are rathereglected, while their existence andgspering

is of major importance for sustained food security (Van der Ploeg, 2012). This study,
therefore, examines the perishing distribution channels via farmer markets and the
changing role of intermediaries as essors for dairy products of smallhoideising the

dataof 25iIRRSLIG K SELISNI AYyGiSNBASEE 6A0GK RAGSNBy
production system.

¢CKS adlF1SK2ft RSNE 6SNB FTIFINNYSNE 6AGK RAGSNBYI
politicians, representatives of banks, consulmmand NGO representatives as well as
representatives of processors and veterinarians located in the counties of Cluj and

al N YdZNBU® ¢KA & YSiKMephuddedtanding OfAtheAhigh G S& |
complexity of tle underlying processes, which also reaeto informal sectors about

which little statistical data is available. The interviews were performed at the {iging

workplace of the actors to ensure a comfortable setting for the interviewees and to
evaluate tte facilities prior, during or after thimterviews (Flick, 2011; Glaser & Strauss,

2017; McIntosh & Morse, 2015). To contextualize the qualitative data obtained from the
interviews, secondary statistical data from the European Commission and the Romanian

National Institute ofStatisticchave be@ used.

4.3 Value chains and embeddedness in dairy farming
The process of globalization has led to new labour division strategies and more and more
divided supply chains since thmid-1960s Consequently, productioprocesses have

become more complexanddd@dSNB S AGNBIOKAY3I 20SN) GKS gK2f
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The linear and network approaches of GVC and global production networks (GPN) are
20SNAY3I | GKS2NBGAOFf FNI YS Iy RdersthddiNg® LINRK | (0 S
production processes and derlying mechanisms (Cat al> H n ny € alDZD0OER Y
Hendersoret al, 2002; Leeet al, 2012). The global scale implied in these theories is the

largest dimension of observation, which makepassible to also use these frameworks

for regional proesses like raw milk production, which are connected to global processes

(Coeet al, 2004; Henderson et al., 2002).

In the GVC approach, the actors are characterized by their bargaining power iarrelat

to suppliers and buyers in the whole supply chanrKk A € S f SI R UN¥Xa GNEB :
value chains from a telown perspective, suppliers try to upgrade their production to

meet quality and quantity demands and to strengthen their bargaining poweduRer

driven chains are empirically connected to teotogy, skill and capitalintensive

industries while chains around widely available goods of low complexity are mainly buyer

driven. The latter is the case for the value chain of raw milk (Lee @042). Strong brand

names in theconsolidated retaikector led to a bargaining power surplus over dairies,

which must meet hygiene, price and quality standards to be recognized as serious
suppliers by the retailers. This led to a consolidation amongdtiges that allows the

globally acting dairies, arisdrom these consolidation processes, to transfer the pressure

G2 GKS LINPRdzOSNB 2F NIYg¢g YAf] o052ty 9 | dzYLK
et al., 2005; Lee et al., 2012). However, in the deiain, which is an agfood chain with

goods of shortlurability, the producers of raw milk can capture more value while being

coupled to a globally acting value chain (Douphrate et al., 2013; OECD, 2016; Reardon

al., 2009).

This shift of price presse and bargaining power results in two governance foainglue

chains for milk producing smallholders that can be found at the intersection of global and

GNF RAGAZ2Y I E f20Ft YI NJ Sta®014; Harengugtal., 2000C SNII ! =
Lee et &, 2012). The latter form is organized in a traditibnaarket way, characterized

by low entry barriers and governed through price decisions in demgth relationships

with minimum coordination and inputs for producers. The captive GVCs of dairy psoduct

are marked by a strong coordination and regulatiorotigh globally acting dairies as lead
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Urms. Smallholders can participate by upgrading their product quality and quantity and
selling at dictated prices according to the regulations of the leadingedaiwhich are
globally acting multinational enterprise¢GereY et al., 2005; Geré & Lee, 2012;
Humphrey & Schmitz, 2002; Lee et al., 2012).

The common upgrading processes on smallholder dairy farms are process and product
upgrading. Process upgradingraww milk production generally consists of milking and

22t Ay3a Y2NB SYOASyiGfe 2NJ KeaASyAaolrftfte 2N .
productive breeds. Product upgrading in the dairy chain mainly involves the possibility to

process the raw milk. Fungtiy I £ dzLJANI RAY3 A& 2FGSyiaiKl YLISNSTF
et al, 2005). After pasteurizing and homogenizing, which are standard processes to

obtain permission to sell the milk, the raw material might also be processed into cheeses,
yoghurts, cream, milkowder or other dairy products that have added valusnpared

to the raw product (Dellmann & Hassler, 2017; Henson & Humphrey, 2010; Humphrey &
Schmitz, 2002). Consequently, smallholders have three possibilities to react to the
growing pressure through thprivate standards of largecale retailers that is med to

them by the intermediate dairies. Upgrading to meet their standards and to couple with
buyerdriven GVCs; downgrading as their processed products do not meet the standards

but primary products d; or a market exit from the GVC toward local tradisbmarkets,

which are organized with less strict regulations, lax liability and almost no entry barrier

(Gibbon, 2003; Lee et al., 2012).

While these theoretical approaches provide a framework for ustdading the

opportunities of smallholders in the dgivalue chain, it does not provide a suitable frame

of analysis to understand which social and political mechanisms push or hinder peasant
FENXYSNE FTNRY RS@GSt2LIAYy3A Ayil2To Eds thésd 0 SNBy (i
mechanisms, the concept of embeddednesdl serve as a tool of analysis. As
embeddedness was widely criticized for its fuzziness as a concept, the following section

aims to clarify the concept and its role in smallholder farming. Embedeksihas three

types depending on the context. Socieinbeddedness consists of the historically

shaped perception, strategies and actions of stakeholders in the GPN, representing the

personal, local, regional antational culture of its actors (Hess, 20¢ess & Coe, 2006;
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Rainnieet al, 2011). In the agr&n context, it includes traditional distribution channels,
forms of collaboration, perception of and by policymakers and citizens, forms of
cultivation, rural livelihood and patterns of consumptioru@fieset al, 2008). However,

the concept of societalmbeddedness is also dynamic as it changes through the joining
2F AYF2NXYIFGAZ2Y 2F RAUOSNBYyG 3ASYySNradAzyas Tl
SESYLX A USétm iovestmiersyilich are just madehen farm succession is
socially embedded (Henderson aet, 2002; Men, 2014). The second type is network
embeddedness, which is characterized by the quality of connections between actors who
impact each other. This might include trades and help from fartoearmer, a good

social relation with local authorés, customers and day workers. It might also include
bundling the interests of smallholders toward policy makers, which is especially
important in postsocialist countries where resentment from farméosvard policy dates

back to socialist times (Bowen, B} Roger, 2014). Thus, embeddedness is socially
horizontal as well as hierarchically vertical (Henderson et al., 2002; Hess, 2004; Sonnino
& Marsden, 2005).

The third typeq territorial embeddedness; is very strong in agriculture due to the
connection b the worked land and the loRerm processes and generational owshkip

and heritage that are inherent to it and result in localized manifestations (Hess, 2004; Van
der Ploeg, 2014). Territorial embeeldness evolves over a long period of time and might
lead to certain products, their tastes and ways of production being connected to a region.
If that connection is unclear, smallholders are generally not able to enter niche markets,
as products from indstrial production are cheaper and of a stable qualBgwWen, 2010;
wW23ISNE HAaMnO® hGKSNIJ SEIF YLX S& 2F GSNNRAG2NRI§
and steadily repeating transactions between stakeholders. The aligning of these three
types of embedddness is of importance for smallholders to avoid esioln from their
markets and distribution channels through quality and quantity standards (Bowen, 2010;

Singh, 2013).

The processes of embedding/disembedding will be understood as the improvement/
deterioration of the situation of a certain actor or group actors from this perspective.

Territorial disembedding in agriculture entails a disruptive change of structures through
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the strategic takeover of resources such as land, water and market outletshvalso

leads to deterritorialization of farmers (VaemdPloeg, 2014). Network disembedding can

be driven by new legislation or new market entries. For example, farmers can be
disembedded from their distribution channels while intermediaries are betteloesded

through them within their existing GPN. Howevemallholders are reinventing their

practices and production patterns to+embed themselves despite the growing pressure

2y LINAYIFNE LINRRdAdZOSNEZTZ SESYLX AUSR farnersi KS &t
who tried to align legal and private qualityaadards with their traditions and authenticity

(Van der Ploeg, 2014). Societal disembedding happens, for example, when the perception

2NJ Odzf GdzZNBE 2F | OG2NAE Ay (KSehavd tridrdOtkdr y 3Sa |
stakeholders. When a group of acs closes ranks and thus has better connections with

each other, societal embedding is happening. The critique that embeddedness does not

play a role for the global industrial food economy (Murdasthal., 2000) has been

addressed by Van der Ploeg (2002jo placed smallholder agriculture into the focus by

I NBdzA y3 GKFG FfY2ad nx: dnkmalfans hogsehhlisRia LJ2 Lldz
that they are part of the main solution for global foodcsety. The critique that
embeddedness is a fuzzy cohdd A ad &adzYOASyGfteé | RRNRBaaSR (K
embeddedness (proposed by Hess, 2004, 2008; Hess & Coe, 2006) outlined above with

consideration for smallholder farming.

In emerging economies mar#l by smallholder agriculture, the highly regulated and
subsidized milk and dairy sectors change their appearance concerning standards, hygiene
regulations, packaging and declaring information. This appears through the coupling to

global value chains thrahK 3If 20 ff & a2dzNOAYy 3 f SleR UN)A
(Knips, 2005). This network disembedding of smallholders inquasalist countries is
YN]SR o0& y2G Fdzf Ut ftAy3 ljda t AGe adl yRINRA ¢
not being organizedn cooperatives to exercise bargaining power in pmgitand with
intermediaries (Lee et al., 2012; Maertens & Swinnen, 2009; Tudor, 2015). This lack of
power leads smallholders to market exit, changing distribution channels and production
patterns to fomerly societal and networwvise embedded transactionsish as (black

market) bartering and undeclared economic activity without hygiene standards, taxes
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YR NB3IdzZE I GA2ya OYAYS HnnpO® | 26 GUKSAS AyT2

in agrifood dhains and how they are triggered will be examined iis thiork.

Dealing with subsistence and se&nidz0 3 A 3 4 Sy OS TIF NX¥Ay 3> GKNBS YI
the categorization can be found in economic literature: the amount of goods sold at the

market, the amouat of onfarm produce and the size of the farm. For tkemt

adzo aAaidSyoOS FINya G(GKFdG INB F20dza Ay GKAA &
while the referred surplus shall not be morethan 3% %> 2 F G KS LINR RdzOUGA 2y
farm producingmainly for seHconsumption, but also selling a certapart of the

LINE RdzOGA2Y T AY BKAOK GKS GadzNLJX dzaé LI NI K|
YR O2yaraiaSyoeQ 6L umtOod {YFffK2f RSNI FI N
of 10 hecare. However, this maximum size is relatively highhagarms discussed in this

LI LISNJ F NB t20FGSR Ay | Y2dzylilAy2dza NBIA2Yy O
2015; Simona, 2013).

4.4 Dairy farming and trade in Romania: structure, lawsegudiations

The structure of Romanian agriculture is unigne¢he European context. Having 33.49%
of the European agricultural holdings while only representing 7.47% of its agricultural
area in 2013 (Eurostat, 2017a), the structure is considered a burdehdqroductivity

of the Romanian agricultural econonmyabocet al, 2017; Feher et al., 2017; Gavrilescu

& Gavrilescu, 2007).

Tablel: Farming structure in Romania

Facility type Size (hectares) Number | % Area (hectares| %
Agricultural <1 2009290 |55.3 652800 5.0
households

Subsistencend semi | 1-10 1531650 |42.2 5269900 40.4
subsistence farms

Commercial family 10-100 75640 2.1 832690 6.4
farms

Commercial farmg >100 13080 0.4 6300460 48.2
(companies)

Total - 3629660 | 100.0 130 100.0

Source: Feher et al., 2017, p. 671
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Astable 1 showsthe households with lesthan one hectare of land represent over 55%
of the holdings, while only accounting for 5% of the used agricultural area (UAA). At the
same time, another 42% oh¢ holders have ¢ 10 hectares accounting for 40% of the
UAA. Howeverthe biggest part of the UAA, with 48%, belongs to 0.4% of the holders who

own over 100 hectares each.

That structure is a result of the political history of Romania. Since the dovafftie

/ SFdzUSaO0dz NBIAYS Ay wmdy d | ahR thé rl&ively 8dwt 2 6 A y 3
consolidation of the small parcels of land and the privatization of former stateed

I ANR Odzf GdzNIF f K2f RAy3a KIFa f SR Roger,20MXIny Al Qa
1989, after the phase of forced collectivizationeo®8 million hectares were in the hands

of legal associations and only 2 million hectares were household farms. At the time,
holdings over 50 hectares were forbidden to be privately own&hin three years after

the downfall, the structure changed compddy. People living in rural areas were given

the right to access 0.23 hectare of land and people who used to work in agricultural
holdings up to 2.5 hectares. Moreover, the state@nedland was starting to be sold to

private investors. Thus, in 1993 tlegal associations accounted for ownership of 1.9

million hectares while newly founded family associations accounted for ownership of 1.7
million hectares and household farms for 7.3 limil hectares. Family associations
dissolved after a law was passedl996 that stated that associations should not work on

more than 200 hectares which led to a further rise in household farms to over 10.3 million

hectares in 2001 (Dawidson, 2005).

Fromthen on, the agrarian industrialization led to further developmehth® Romanian
agriculture and dairy farming sector. In 2013, over 97% of the farms were smaller than 10
hectares representing 45.4% of the UAA and summing up to 3.540.940 holdingsgE&uros
2017a, 2017b; Ministry of Agriculture and Rural Development,/R0Lhese farms are
typically mixed including vegetables, grains and corn for subsistence and dairy products
and meat for own use and sales. Since the accession to the EU in 2007, ntiegfar
structure has already been advanced and consolidated throughlaggns and market
pressure. In 2015, price pressure on raw milk producers increased because of the ending

of milk quotas, as the European raw milk production is marked by overproduction
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(Dellmann & Hassler, 2017). In the region NWesbt, which includeas I NI YdzZNB U | y R [ f
that development caused enormous change since 2005 where the farm structure looks

similar to the one depicted itable 1. The number of overall holdings shrunk inytkars

from 2005 to 2016 by 19.11% to 478,490 while the number of seutisistence farms

shrunk by 16.57% to 388,340. That led to 8.15% less UAA in the development region Nord

Vest (Eurostat, 2018a).

The Romanian processing sector produced 876,690 tonhemioy products in 2015,

while only 546,920 tons (62.38%) were pradd by 97.65% of the dairies. The remaining

37.62% of dairy products were produced by 8 dairies (2,35%). The overall number of
dairies in Romania declined from 410 in 2006 to 340 in 2@t the legally processed

goods declined from 1,085,840 to 876,6&Mhnes (Eurostat, 2018b). Additionally, the

dairy sector is marked by informal activities, as according to the Factor Research
Development Center (FRD Center, 2017), 40% of the dairgneals produced and sold

on the black market. Another 35%40% is esthated to be consumed on farms by the
FINYSNE YR OFIf@dSa 6520N} 9 { I YRNUHzZ HAamcOL®
being processed to 876,690 tonnes of dairy products are estidhit be 209%25% of the

overall raw milk produced (Eurostat, 2018an\Berkum, 2006). The retail sector for food

and dairy products becomes more and more consolidated while no reliable numbers on

the current informal trading activities are available. As FRD (2016) reports, 80% of

urban buyers buy from stores, while 4®dz&8 FNRY Tl N¥YSNXRa YINJ]Saa
cheese from acquaintances in rural areas. At the same time, the report states, that only
19.5% of all milk is packaged and sold in shops dEnm®nstrates the vast amount of en

farm consumption and informal aeities around dairy.

¢KS LINPRdAzOAY3IZ LINRPOSaaAy3d yR altsSa 2F NI g
regulations in the national and supranational context. The approach oRib@anian

state toward smallholder production is quite clear, considgiaw 247/2005. Containing

WNBY Gl @GAF3ISNI QX | fAFSGAYS | yydzydaforada i Sy
fSFaAaAy3as 2Nl emnn F2N aSt Ay 3o sal eirflahdd® f RS NA
semisubsistence farmers and bigger holdings ifGH2008). A further hampering

NBE3IdzE FGA2Yy F2NJ aYlfftK2ft RSNAE Ad (GKS SO2y2YAO
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smallest category found there consists of small commercial and-selbsistence farms

aGFNIAY3 G GKS &5+ NX49,998 Gy, thy andllhcdee wiltiz(i

A 2 s oA~

f 26 SNJ 2dzl Lddzi | NEommdniAgricuitBaDRpyR(CAPE notidé they have

2T

I 00Saa G2 ylLaAz2zyl ¢ Fdzy RAy3Id hVYORS - Wd2RY (K¢
Observed/NoavSIA &G SNBER 902y 2YR2 ONBKRR2 ZNEBQ i SWSRXA B>

The smallholders, who are under that demarcation line, striving for the status of
juridical person, are obliged to prove three years of constant deliverylayar, who

already has the status of juridical person. Until 2008, itiformal trading of smallholders

was widely accepted, but since joining the EU, Romania has tried to stop this

institutionalized black market to meet EU requirements (Roger, 2014).

Ths has led them to a situation in which they are often not part ofdhiele of interest

of bigger buyers because undeclared workers are not allowed invoice and to sign certain

business contracts. The invoices are crucial for the prospective buyers, Wh8 ha2 Y OA | f

and taxable entities to legally buy and sell or processpitzalucts of the smallholders.

This results in the smallholders being barely able to sell elsewhere but on the roadside,

on peasant markets, taeighbours and friends or to processors wdr@ willing to take
the risk of the illegally traded dairy produci®&e ones who have an output smaller than
eHZInnn NBTE GKSNBEFT2NBI GUNBFGSR Y2NB | a
in growth and development. As the subsidy schemeanged (law 3/2015) in 2015 and
farmers were able to receive the martday payment per hectare and per capita directly,
aYlFIftftK2f RSNB ¢6AGK |y 2dzildzi tf26SN) GKI Yy
the Romanian development of fostering bigger holgs. Still they are not able to access

any other funding or to signootracts (Dumitruet al,, 2017).

Hygiene at the processing level is regulated by the EU laws 852/ and 853/2004. They

enforce basic regulation, measurements and standards for farms amdeslawhich

resulted in the Romanian legislative body to pass a etgu that makes it mandatory

to process at least 1000 litres of raw milk per day to sell the dairy products in a distance

greater than 36 kilometres (Roger, 2014)-law 88/2016 amendedly the Romanian law
192/2017 requires strict labelling on dairy prords including the list of ingredients, the

exact weight, expiration date, fat content and nutritional declaration. For smallholders it
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is nearly impossible to include this informatiors e Romanian farming sector was not
prepared for many regulationsupply from abroad increased greatly. Thus, Romanian
law 150/2016 was instituted and dictates that 51% of the fresh food products sold in
supermarkets, including dairy products, must beguced in short supply chains in
Romania. Dealing with the legislkai concerning raw milk and dairy production, the
enforcement of the laws plays an important role. During the interviews many farmers
reported that the laws and regulations are rarely em®d. This is because Romania is

historicallymarked by high levelsf@orruption and informal structures.

4.5 Distribution channels of rawilk

Table 2 shows the distribution channels of raw milk for smallholder farms including a
characterizationof sociel f = ySG62N)] YR GSNNRAG2NRFE SYOS
U NEliar repigsents selsupply and calf feeding, accounting for the biggest amount of

raw milk consumption (60&80%), which is indicated by the upstream arrows. This is

followed by the two ther pillars; sales via an intermediary and direct sales ¢40%
SIFOKO® ¢KS (GKAOlySaa 2F (GKS R2éyaidNBIY | NN
AYLERNIFYG AyO0O2YS a2dzNOSa F2NJ LISEaly2a | NB
intermediaries at colletion points (3) and bartering (4). Other possible niches for
smallholders, such as custormsupported agriculture or permanent shops in towns, are

not well established due to a strong cultural embeddedness in existing traditional
distribution channels angbatterns. As the valuing of traditions in the research area is

high, people trying new distribution channels are laughed at or begrudged.

No way. Not at all we can think of specialisolTgsomething. It is a part of our

culture. (Farmer 1, female)

Moreover, diversifying from existing production patterns or products, such as traditional
cheeses, yoghurts and drinking milk, is not an option for most smallholders. That kind of

W2 gSNBE WoSSRIRER2y |ttt tS@Sta tSIFRa G2 | t2¢
economic viability, and results in logk effects.The peasant farmers in the research area

have 225 cows producing 1820 litresof raw milk per day. The goods, which are not

used onfarm for selfsupply, bartering, payment for workers and feeding cahas,

valorized through two main channels:
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Table2: Distribution channels for raw milk production of srhalders

Consumers
- - -N\\Higher Prices for Milk
Bartering with Own 5
. g X FOCESS & Transpo -N\ILegally disembedded
Neighbours Consumption to Retail Sector -N\Partlyinformal trade
5 £ -N\Socially embedded
ayment for ; : : ) i
Worlers | | FecdingCalves CollectionPomts | fiecatrndt
No money stream - Lower Prices for raw Milk (¢ - 30-35%/1)
- Largestshare of milk - High Bargaining Power for the Processor Direct Local
- Politically neglected - Legally embedded . Farmer Markets alee >
- Grants Livelihood - Informal contracts for state aid
- Traditional trade - Growing social embeddedness
: Politically fostered rocess and/or
On farm consumption High Quality standards Transport TR

Raw Milk Production

Key: — Flow of goods; - Flow of money; m Unstable channel; ; I Actors I; | Distribution Channel Specificities | |

Author@ awn elaboration
FTINXYSNDRa YINJSGa FYyR RANBOG alfSad 5ANBOG 4
as mobility is limited due to a lack of motorization and infrastructure (Balint & Wobst,

2006). The entry barriers for the traditional Idcaarket forms are low as there is barely

anyLIN2 RdzOG RAGSNBAUOFGA2YyS> 26 |jda&lindgstlye adl yi
AYTF2NYEE a0 NHzOG dzZNB a @ 1c0.88 gepdaywnhile the reverviesd S O2
0KS &d2f R RIANE 32 2rRéhdeses, lgdgliKs andyfavi milkk &e dR A 0 S NJ
aveaage 30%35% higher than for delivering to intermediaries at collection points (Balint

& Wobst, 2006) and up to 200% higher than at the farm gate (FAO & European Bank for
Reconstruction and Development, 200Thus, the value capture is comparably high for

the producers at markets (Table 2).

4.5.1 The disembedding of traditional distributtbannels

These informal channels without contracts but trusind pricebased farmeito-
customer relationships and via pgant markets have risen since the downfalltio®
Ceausescuregime and are the only source of income for many farmers and are thus
territorially and socially very well embedded in these networks. Even though considered
to be a grey business activity, tlsales via these channels were tolerated by fudice

and the legislators. The interviewees noted that smallholder dairy farmers were able to
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1SSL) GKSANI LINPRdAzOGA G | adlroftS LINROS LRAYU
abolishment of milk qu@a | yR o6& GKS Uyl yOA.IThe s@iblh a A a 2
embeddedness is also shown by the estimated volume of dairy products moved through

informal channels. In 2015, 48% of the whole food retail still took place via these
traditional channels but, du® high price sensitivity and growing markegrnetration of
supermarkets, they recorded a lowering tendency. The Romanian dairy market is a
particularly stark example of informal market trading in the EU and demonstrates the
tradition and societal embedderss in this market. In Romania, 80.5% of thik

consumed is not packed or sold at retailers and 40% of the dairy processing happens
through black market activity (FRD, 2016).

As cooperatives are not common among smallholders due to the socialistyhistor

forced cooperatives and denunciation, fiaers are acting individually with very small

supplies. The embeddedness of grey distribution channels is also demonstrated through

the lack of competitiveness among farmers. However, farmers do feel the need to
O2YLISGS FT2N Uyl O2y dsdzvé&diil in bigher NVilages. TheskzlLIS NJIY |
f I NHSNJ adzLISNXYIFNJ Sda YI1S Al KFENRSNI F2NJ YAy
SEA&alGAY3IS (GKSNBoe NBRdzOAY 3 T N¥YSNXigess oAt Al e
models. While the supemland hypermarket have taken over almost the complete local

supply for cities, the niche products from the countryside are barely available there even

though the same industrially produced supermarket products are availabheastets

and cash and carries. However, theaeness of that kind of highuality traditional

produce is still there as many people grew up in rural areas and have personal

connections to farming families.

You have to take your childhood memories intostderation. The taste of for
SEF YLX S aftoNJwhedzNdnUrom. | am interested in it. (Researcher and
regional politician).
2 KATS GKS a20AS0Ff SY0OSRRAY3I 2F GKS FI NX¥SNI
the end of the communist regime, the netwoembeddedness of grey market activities
has shrunk in the last decade. Since Romania joined the EU in 2007, these informal,
dzy 6 ESR RA&GNAOdziA2y OKIyySta y2¢6 101 ySis
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regulations. With a change of the legal framewdor smallholders through laws like

852/2004, 247/ 2005, 37/2015, 88/2016, and the lack of enforcement of law 150/2016,

the smallholders are no longer embedded in the now European dairy production
network. Through 37/2015, the smallest landowners are w@tl from subsidies and

with law 247/2005, the state tries to foster the consolidation of land and market exit of
smallholders. Further, through the implementation of -E8dulation 853/2004 in law

88/2016, hygiene and packaging standards as well as distiibregulations developed

AY GKS RANBOGAZ2Y 2F AYRAZAGNAI T FIENX¥YAY3I | YR

requirements is perceived as impossible by the smallholders.

At the same time, law 150/2016, which would enlarge the shafearhanian agcultural

produce in supermarkets to at least 51%, is not enforced. Additionally, police forces being
present at peasant markets and street sales to prohibit black market activities hamper

the traditional main source of income to comply withethEuropeanapproach of

prohibiting black market activities, while the law enforcement in stationary shops is felt

strongly among smallholders. Especially in the urban areas, most of the peasants do not

have any legal or tolerated stationary selling poimyanore. Conerning their legally

LINSOI NR2dzd LINBaASyOS Id FINYSNRDa YIN]JSGa FNR
weather, health of the animals and electricity breakdowns make smallholders less reliable
business partners. When collaborating with thelividualy acting farmers who are

refusing to associate in cooperatives and consequently supply small quantities, the

GNF yal OdA2y O2ada FT2N) YFENJI SO FRYAYA&GNIT G2 NA
and Cluj, this lockn effect caused by a terotially emledded bias against cooperatives

could not be effectively overcome with the EU giving smefundable funds to
cooperatives and the focus on cooperatives within the National Plan for Rural

Development in place from 2014 to 2020.

65



But because W A R Yy Qiate, thé suf@rmarkets have it easier to make
contracts with somebody from Hungary, Ukraine, Turkey or Poland. They can give
GKSY mnnodnnn G2yySao wXx6 {2 GKS& asStft 2y
possible for markets to speak with thaumsls and tlousands. (Researcher and

regional politician)

This network disembedding through legal changes and the low supermarket prices
NEaddzZ §SR Ay (GKS FRYAYAAUNIG2NAR 2F Tl N¥SNRa
thus they switched to renting ditheir boaths to people buying at the wholesale food

market. This process assures the administrators legal compliance and the security of
KFE@Ay3a GKS alYS adzZlix e 2F GKS alyYS ljdzr £t Ade
Through doing this, they becametégrated nto GVCs and could cut transaction costs

and low security in the supply quality and quantity. This development started in bigger

cities like CluNapoca and has spread to smaller towns leading to a gradual lapse of
peasant markets as a distribah channefor smallholders. Thus, the appearance of the

peasant markets stays the same, while the products come from the wholesale sector,

being integrated in GVCs.

The private administrators will choose now the people that are always there, no
matter what. The peaants cannot always be at the market, so the private
administrators chose the retailers who buy from the wholesale food markets and
that is how you get to this kind of other framing of what is a peasant market.

(Representative of EcoRuralis)

Corsequently it becomes crucial for the small dairy farmers striving for additional income
to be a part of that fasgrowing dairy chain, built around supermarket chains, food
wholesalers and global intermediaries acting as processors. Thus, the collemtite qf

globally acting processors are becoming the main distribution channels for many farmers.

4.5.2 Growing bargaining power fotermediaries

As associations and cooperatives are neither socially nor territorially embedded due to

the forced socialistooperative system mentioned above, and the farming structure in

the Carpathians is so multipartite, the shrinking informal distribution channels lead to

GSNIAOFE AYyUSIANYGA2Y 2F aAy3atS FINya Ayaz :
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that are trying to meetthe growing global demand for dairy products (High Level Panel
Experts [HLPE], 2013).

We would get 2 RON per litre as a cooperative, but as individuals, we get way less.
We would have better opportunities as an association, | talked to thetdiref

Nap2 £ OG0 @OXB8d O0CIFNYSNI HEX KSFIR 2F | 20t

Table 2 shows that the unprocessed milk is transported by the farmers to collection points

in nearby villages. Farmers use bicycles to transport the milk shortly raitking the

cows. Agooling is too energy intensive for peasants, the milk must be transported in the

UNB GO FS¢ K2dzNBE FFOGSN) YAT1Ay3a o0STF2NBE 06S02VY)
returns are highest for selling cheeses and milk informally and allaitmeirs have the

means and knowledge to produce it, many choose to sell raw milk to processing
intermediaries such as Napolact, owned by Friesland Campina from the Netherlands, and

La Dorna, owned by Lactalis from France. This happens for several reassilys.tke

reductionof peasant markets and high transaction costs via single sales leads to insecurity

selling via informal channels for farmers as well as for customers who are taxable persons.
Secondly, the intermediaries are reliable partners, payamghe milk on timeand being
bSEAGES NBIFINRAYI (GKS RSEtABSNBR lY2dzyldaod ¢i
juridical person and consequently qualify for national funding and-@éd&sures, farmers

must prove to be able to deliver set amounts bywacts to the state.

Basically, we do not have another option, and we are totally not ok with the price.
We drive it down with the bicycle every day. And in the future, when the price will
drop even more, it will be like: What can we do with this milk, avenot just
throwitag I @ @ X6 ¢KSe& LI & fA1S ndy whbktAlGNBd

outlying area)

These processing intermediaries in the research area are local monopolies, regarding the

reach of actions of smallholders. The collection points deeqa in central vilges.

Typically, the 2,001,000 litre raw milk/year contracts between intermediary and farmer

are designed for a few months and bargained regularly. This individual bargaining implies

huge transaction costs for the processors and®ricb dzO (i dzI (i X RON&aL. BBNB Y n @

whbkfAlBr1dogmdemp SAYy3I Ay O2YLISGAGAZ2Y SAGK
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consolidated lowlands around Gilo as well, the bargaining power of smallholders is
fractional. It is also weakened by the fact that farmesso can produce ches in larger
amounts are not able to sell them in an over 36 km distance from their farm according to
the Romanian implementation of the EU regulation 852 and 853/2004 (FABRD,
2007). That leads to pressure for producing more railk of higher qualityi 2 F dzf Uf ( K¢
demands of processors.

2SS R2y Qi FSStf UGUKNBIGSYySR: o6dzi 6S F¥SSt I K7

the quantity! (Farmer 2, head of a local, barely functioning cooperative)

4.5.3 Consequences of the netwdikembedding
The new structte of distribution channels now focuses around the delivery of raw milk
from smallholders to collection points of global actors while direct sales still make the
largest revenue per unit (Table 2). However, due to missing volianpeasant markets
they are not as important anymore for the surplus money of smallholders as the former
peasant market volume was mainly transferred to the volume to supermarkets via
intermediaries. This has multiple consequences for smallholders agid lind. Many
farmers are érced to downgrade their production from processed dairy products to raw
milk, as they cannot realize a market for dairy products anymore. The legally
disembeddeddistribution channels also partly lead to upgrading processestter
farmers who are able ahwilling to invest in their farm. As processors are willing to pay
LINAOS& dzLJ 2 endnnkf AGNBE F2NJ OSNIAUSR 2NHI
O2yaARSNAY3 (GKS Ay@gSadayYSyld 27Ty ®eyrmlaimtha | NI (2
it is ecanomically viable mainly for other products produced on the farm, such as meat or
produce from fruit trees. However, only some collection points separate organic from
nonr2 NBFYAO YAEf{]l FYR GKS OSNLUAUOFKGA2Y Aa G22

-S4

2S FNBE AYy(ISKBARYR ©yziO StiSYiokpEgly 2.0 &lYIS2/NIR 8AS 4 =

odzi y2a4 Fy FyydzZadft 2yS 6CFENXYSNI nX O2 dzL

bl LR2ftFEOG 2FFSNARA I OSNIAUOKGA2Y |G az2vysS Oz2f ¢
milk test at the collectiorpoints and partly trusbased, which puts them into an even

stronger bargaining position with the farmers. Another possibility for farmers to upgrade

their production is to increase their quantity to receive better prices.
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However, as cooperatives are ktibt an option and money fanvestments is rare, most
smallholders cannot rent or buy enough land to become a more relevant supplier for the
processors. Single cases of cooperating farmers with good access to education and capital
show, however, that theossibility exists. If théarmers are neither able nor willing to
upgrade or downgrade their production, they are forced to exit the market, do not
receive subsidies and are hampered in their access to {necket income and
O2yaSldsSyif e Jety YirS yhairS tivélihood. 0 Bhidié due to their
disembeddedness from their previous network. It also means a completg ¢ut ¥ NB Y

GVCs and downgrading into subsistence farming and bartering.

Another consequence, mainly pushed by law 37/2015, is that the aotstrbetween

processors anfarmers are made more as a guideline than as a formal contract as many
OFyy20G FdzZ Ut (GKS o0A3 IY2dzyia 2F YAtz adras
to be shown to the subsidy commission by the farmers to qualifpétional and certain

CAP reasures, the processors gain a lot of bargaining power over the farmers. They store

and write the contracts for the duration of the business relation to be able to push down

the prices for the raw milk by pressuring the farmeso are dependent on the aess

to subsidies. This development will lead to subsidy frauds as many farmers in fact are not
FofS G2 LI aa GKS RSYIFINDIFIGA2y ftAyS 2F | &S|\
not checked by the subsidy agencies and thetsvork- wise embedded.

BasDlI f f 83X @&2dz OFyy2id AybdzsSyOS GKS LINAOS F2
really have another option as a deal, so you take this one or you will not be able to
I 00Saa (GKS Y2ySe (2 SyKFyOS @&2dzNJ FI NY
Further, as almost every peasand producing the same goods, the direct sales are
declining because of competition among themselves and missing distribution channels
2dziAaARS GKSANI 2gy QAfftlI3aSad | 26SOSNE RdzS ¢
product A S NE A UOL (A 2 yhe dae tidey, fthe cdhsudption Ipatterns in
w2YlyAl OKFy3S IyR OKSSasSa FNRY it 2SN

shelves.
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¢CKS YIFIAY KAYRSNAY3I F2NJ INPgGK Aa wX6 GKS
associationsvhich are not in place, thguestion of being able to sell everything
which is produced, the importance of perception in the community and the missing
clients in the area, as most people produce the same (Farmer 6, head of a

beekeeping association).

In thelong term, the absence of$l al yda 4G4 FFENXYSNRA& YINJ]SGa
customers from local, traditional food and lowered awareness of farmers and local

dairies. This goes along with less valuing of the farmers resulting in worse chances for

farm succession, whichisalredd £ 26 F2NJ aYIl f f K2f RAy3a Ay GKE
YR /fdz2d alye &2dz/3 LIS2LXS R2 y2i0 gArakK (2

because of low income opportunities.

WX8 LYadgSFERZ YIyeé &2 dzéshtati®smudgl€snBiNE Y F I NI A
amounts of cigarettes once a week [from the bordering Ukraine] as it is an easier
YR Y2NB | ft NBIFR& Y2NB LINRUGIOES o1& 27F

Many others leave to go to bigger cities hoping for better opportunities and attrc

This results in a dimished workforce on farms and leads to fallow land in the long run.

¢KS t1F01 2F AyUiSNBad FTNRBY OKAfRNBY Ay GKSA
fewer and shortterm investments in the farm, which makes the business lattractive.
Investmentdor upgrading are further hampered through the insecurity of contracts and
subsequent income, disabling the farmers from being able to plantemg investments.

Regarding the aspect of investments, the lack of network embexeesl of farmers

% A U K A gancialksystertd plays a crucial role. Farmers are unwilling to approach banks

to apply for credit due to historical and cultural fear of banks, while many banks do not

see peasants as strong prospective clients.

No banks. We witiot collaborate with banks, because we are afraid of the high
interests. We heard about 1&8%6%. So, we are just borrowing money from the

FLYAfed . SOI1dzaS GKSNB Aa y2 AyiSNBai

Inthat circularprocessthe smallholdefarmsof ClujandMaramurep will be consolidated

to industrial farming or abandoned within the next generation. Until then, the
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disembedding of smallholders from their networks, production and sales patterns results

in hampered livelihoods for smallholders acdnsequentlyinformal transactions

4.6 Conclusion

The example of smallholders in the Romanian dairy industry shows that the legal
disembedding from traditionally grown structures leads to exclusion of the actors with

the lowest bargaining power from globagrifood chains. As GPN and GVC literature

ail 68T GKS ySEG aiGSLI F2NJ 6KS &Yl fftK2f RSNEA
into short value chains or upgrading to be integrated by global players (Lee et al., 2012).

For many, upgrading is not pdlsie becaus@ ¥ | I+ O1 2F 1y2¢6f SRIST L
motivation through a lack of successors. As the supply side is marked bymahrction

and suppliers can easily be switched, the willingness of processors to support farms in

their upgrading proceses is alsolimited. Through the societal and territorial
overembeddedness and consequently developeddock St SOGaz Ylye Tl NY!
d0dz01 Ay | OANDES 2F KSfLX SaaySaa FyR dzyl of

produce the traditional day goods of he area.

As the access to legal distribution channels for these traditional goods has been
hampered by national and supranational law, formerly tolerated informal channels
0SOIYS |Yy20KSNJ GAFo6fS 2LIGA2Y F2NJ Rdmk NB  FI N
livelihoodbecame most important for many. These informal channels do not only include
aSttAy3a Al GKS NBYIFIAYAY3 FENY¥SNRA YIN]SGa
untaxed. Additionally, making contracts of fallaciously large volumes with ghtdogdrs

t2 0S02YS |jdz £ A US Rwidesibsidy groftayinmels yecameg snevd@way

to earn surplus money. This process has gained special momentum in Romania, as the
socialist history leads to preclusion of cooperatives among smallholders for fagptbair

own position within their value chain, share and accumulate knowledge and reach

positive economies of scale on sales. Further, this development is fostered by the lapse

2F FEFENXSNRAa YIFENJSGa Fa YFAY RA&GNwaOri A2y OK
salesmen who are buying their dairy and other products at the food wholesale market.

l RRAGAZ2YFff@x LIR2ftAOS T2NOS& NB AYyONBIlaAy3f

informal sales activities.
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The longterm consequences for the land dthe smaholder families are insecure farm
succession; new informal activities like smuggling among children, a loss of culture,
GNFY RAGAZ2Y YR GNIYRAGAZ2YIFE 1 yRaOFILISAT FyR U
HLPE claims that peasantry is onetled mostimportant solutions for food security
(2013), the national and supranational regulations contradict this as smallholder farming
is disembedded from existing structures and pushed into illegality. This process disables
aYlttK2f RSNEQ 0 NFIwhilg fosfeAng thi2 grdviiof Xhe §iGoglls S
sourcing intermediaries. Consequently, the prices for raw milk producers are driven down
even though the quality is improving. The regulations also strengthen the position of the
dairies and their buyers towasdpolitical actors, as the bargaining for subsiggnting
contracts is done without legal supervision and the livelihoods of many Romanian farmers
are dependent on the private standards set by dairies. That processes like these hinder
development in the @tection of sustainable food security for the future is also supported

by similar works assessing agroological systems in all parts of the world (e.g. Horlings

& Marsden, 2011; Marsden & Sonnino, 2008; Van der Ploeg, 2012).

This study helps to show hoimportant and valuable the lens of embeddedness is for
analysing the situation of smallholders in a sestmnomic context. GPN and GVC
researchers should provide a clear understanding of embeddedness when analysing
market access and distribution channké&cause informal markets can also be embedded

in multiple ways in societies and constitute a viable option for stakeholders who become
disembedded from existing structures. The results of this study also show that policy
makers should pay special attentidl the embeddedness of farmers in existing
structures, when designing subsidies and regulations to prevent them from driving the

informalisation of markets.
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5 The passing of short food supply chains for smaldnslin the
Romanian Carpathians

5.1 Abstract

Short food supply chains are traditionally important for subsistence and-sebsistence
farms, which mark the Romanian farming sector. These S&¥8Csnsidered by the EU
and UNvia their sustainable devgbment goalsas a part of the solution to the question

of rural development for a sustainable future without hunger. While sustainable rural
development is meant to be fostered by these instituis, the reality of smallholders is
often marked by missingarket access, low means for investments, high price pressure
through global actorgapping into the Romanian markeind hampered subsidy access.
The contemporary approaches ahort food suppt chainsand sustainable rural
development buil the theoretical framework for the study. Here it is argued that
specificities of the Romanian farming landscape in the Carpathians and the construction
of subsidiegnight lead tothe passing of SFSCs fnallholders and push them to quit
farming or to supply to globly sourcing intermediaries. Thus, the complexixed
farming systemgwith no to low inputsyield to lowdiversity farmsthusneglecting issues

of social and environmental sustainabilityfarming activities.
Key words

Short food supply chain; smalllder farming; subsidy design; integrated farming;

Romania

5.2 Silvopastoral systems as futuwgented agricultural systems

With a growing world population of an estimated 9 billipeople by 2050, landowners,
scientists, and policymakers are working otusions to create and establish agricultural
systems which are highly productive andin response tahe recent IPCC report and
other studies on climate change and social injusticealso socially and ecologically
sustainableas well aseing economicall applicable andllowingfarmers to meet the
growing demand for food, fiber@and biomass (Lasco et al., 2014; IPCC, 2018; Samir &
Lutz, 2017; Schmidhuber & Tubiello, 2007). Thedasades of increasing productivity

were marked by a shift to highly intesive industrial farmingthrough mechanization,
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monocropping, excessive use of industrial fertilizer, pesticidespartly alsq genetically

modified plants (Coelli & Rao, 200iptbn, 2001; Martin & Mitra, 2001).

While these systems became more prative over time, multiple negative side effects

like losing biodiversity and pollinators, less employment in agriculture, less diverse
landscapes as well as losses of traditionaimiag forms and knowledge appear
simultaneously (Cheshire & Hay, 2017; Bsotke et al., 2012)High outputs result in
overproduction of food compared to human consumption, and low food prices for both
consumers and producers (Woodhouse, 2010). Howeveh auer 780 million people
being undernourishedgespite overproductiona distribution problem of the produced

food is obvious (McGuire, 2015). These critical peifitsm the scientific as well as
political and public discourseresulted inscientists and landowners @eliscovering and
investigating other agricultural systeamWithinsuchresearch, there are not only new
farming systems, such as urban gardeningestieal farming but also old and traditional
agricultural practices such as agroforestry systems (Bignal & McCracken, 2000). These
agroforestry systems became afes of research in 1976, when the International Center
for Research in Agroforestry (since020 World Agroforestry Center) was foundechd
gained even more attention recently in research and policymaking (Coe et al. 2014; Zomer
et al. 2014; FAO 2013; @ana et al. 2014; IPCC 2018).

Numerous traditional farming systems are involving treestlas main factor of
production (Parrotta et al., 2015; Fike, 201@he farming systemsgliffer in their
appearance, dependent on the physical and climatic preconditiof their location,
tradition, and culture as well as the markets and communities builtiadothem. In this
study, the focus is set on mixed farming systems with a combination of silvopastures with
areawise 510% scattered trees and shrubs on them|dierops, and small patches of
horticulture. The systemshould be understood as integratedgaicultural production
systems. Integrated systems entail multiple enterprited interact with each other. The
interaction results in synergiashichtransfer dfferent resources among the enterprises
leading to closed circleke systems withan additional output which are mainly
distributed via short food supply chains (SFSC) or Global Value Chains (Hendrickson et al.,
2008; Plieninger et al., 2015; Rentingaét 2003).
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These systems mark Romanian agriculture on traditional ($esubsistence holdgs.
Farms with less than 10 hectares are accounting for 97.5% of total holdings while
representing only 45.4% of the used agricultural area (UAA) (Feher 20aF). While

the lowlands are already affected by consolidation tendencies and higher degfees
industrial farming, the mountainous regions of the Carpathjamghe counties of Cluj

I YR al Nandinzdsighted in this study, are still mainly home to extensive dairy
farms on woody pasturedilthough such farmsften supplyto informal value bains,

they missthe necessaryinstitutions to support markebased transactions, capital,

education, seeds, and further technology (Dries, et al., 2004; van Berkum, 2005).

While many recent publications on Romanian smallholders focus onsthiingly
segmented structural Romanian farming data (Dries et al., 2009; Feteal., 2017;
Popescu et al., 2017), latter studies on agroforestry focus on modelling, ecological effects,
and countries of the globaBouth. This leaves many gaps in understanding the
specifications of single functioning integrated farming systems Eueopean context,
including the socieeconomic consequences of the smallholder value chains (Zomer et al.
2014; Woodhouse 2010; Lasco et al. 2014; Altieri et al. 2012). Thus, this studipexa

the important role of trees in the value generation on smalfer farms and its significant
contribution to main assumptions from the approaches of Sustainable Rural
Development (SRD), using the frameworks of Global Value Chains (GVC), Global
Produdion Networks (GPN), and Short Food Supply Chains (SFSC).

About 25 stakeholders in the Romanian production systerh peasants and their

customers were interviewed in serstructural interviews during 2017 and 2018 (Flick,

2011; Glaser & Strauss, 2017; Mokh & Morse, 2015). The interviewees were farmers

with different holding sizes, local, regional and national politicians, representatives of

banks, consultants, and NGO representatives as well as representatives of processors and
veterinarians located il KS O2dzyiASa 2F /[/fdz2 | yR al NI YdzNE
from the interviews, secondary statistical data from the Romanian National Institute of

Statistics and the European Commission have been &etion2 provides a theoretical

framework of the GVC/GPN, SFESénd SRD literature whilsection 3 contains a

description of the Romanian farming landscape and relevant legislation. Afterward, the
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role of trees for smallholders and their appreciation through national policy is elaborated.

The article conludes with some indications on subsidy design and further research.

5.3Short food supply chains and their role for sustainable rural development

To understand which mechanisms are fostering either SFSCs or GVCs for smallholder
produce, the approaches @lobal Value Chains (GVC) and Global Production Networks
are a suitable framework. They hdtpunderstand globally happening processes of value
creation, enhancement, and capturand, at the same timehey are also helpful tools to
understand local eamomic processes along a value chain and why SFSCs are competitive
to GVCs in the agfood business (Coe et al., 2008; Coe et al., 2004; Hendetsain e

2002; Lee et al., 2012).

In agrifood chains, the possibility of capturing value is unequally disteid. When
coupled to global value chains, farmers are barely capable of capturing a lot of value as
they have a bargaining power deficit towardgetglobal sourcing intermediaries (Lee et

al., 2012). The intermediaries themselves digempoweredagainstthe retailing lead

firms of their chains which have immense bargaining and market pdRegailing lead

firms impose quality, quantity, and pricdamdards on the intermediaries, while they
themselves relocate the pressure towards the primary producst® are additionally
underlying the legal standards (Gereffi & Lee, 2012). Smallholders often do not have the
capability or possibility to get out afuch aposition within their price pressuring GVC.
SFSCs, as theoretically introduced by Marsden et @0j2@anoffer a solutionto them

to economically upgrade their business. An exception are thefagd chains of quickly
perishable goods such aaw milk where the coupling to global value chains is the best
option for smallholdersas the intermediarie are constant buyers and processing
standards within the EU tend to be comparably high (Douphrate et al., 2013; OECD, 2016;
Reardon et al., 2009).

SFSCs are considered to have as few intermediaries as pplsiibl¢he producer to the
consumerA core taitis their traceabilityfor the consumers back to the producergho
are connected to a certain place of origin and qualities (Galli & Brun@ti32 The food
products from SFSCs are mostly lightly processefaion or unprocessed goodehile

the proassingis mainly coupledwith lower perishability of the produce. The SFSC
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framework neither haa maximal spatial radius of operation nor doesatvé a maximum
number of links in the chains, as both differ relatively, depending on infrastructure,
population density,the complexity of the goosl from region to region and product to
product. Inthe smallholder agriculture of low populated ared®wever, both numbers

are expected to be rather low. The focus is set on the trustworthy relationship between
consumer and producervia the exchange of the good from that chain (Renting et al.,
2003). These chains offer the opportunity to reconnect consumer®dd-production

and enable consumers to make consution decisions based on information embedded
with the product, such as the place of production, the people involved and their values
as well as production methods (Chiffoleau, 2009). This detailed information also leads to
relative scarcity in the market. Generally, there are three different kinds of disshgd
SKCs:

Firstly, there are facéo-face chains in which the consumers buy their food directly from
the producer.Suchmaximum authenticity chains may end in farmgate and roadside sales,
farmers market, farm shops, or pigiour-own sales and might bafter atrust-building
phase continued in online shops. Secondly, there are chains within spatial proximity,
often ending at local specialist retailers such as butchers, restaurants, or hotels but also
public institutions like hospitals and schools. $qgt exended SFSCs are marked by

I oA =2 s oA ~
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names are usually connected to high transacti@md investment costs resulting in
relatively large businesses running these networks. Thus, they are only a realistic
framework for smallholder agriculture when the smallholders are organizing themselves
in cooperatives or other networks of producessidh as cusomer supported agriculture

or delivery schemes and driven by local food movements (Kneafsey et al., 2013).

While there are many coexisting definitions and descriptions of Sk&@istheyall have
in commonis that social, environmental, and ecomic bendits for the region are
connected to thembecauseeconomic and physical actiigs are concentrated within a
region and the produced food is closely connected to organic farming practices (Kneafsey

et al., 2013)Local stakeholders are fostered aimderrelated throughthe SFSOsecause
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SFSCereate local employment opportunities, possibilities of knowledge exchaauge
supplies to local shops, processors and consumiérsadds valuan outlying areass it
opposes fallow areasas well asan increasingageing of the populatiorcaused byoung
people leaving the countryside (Roep & Wiskerke, 203ESCalso keep created and
added value at the production siteand within local communitiesas middlemen are
circumvented, especially when the farmeran produce highevalue goods (Narrod et

al., 2009). They also enable growers to diversify their production and sell products, which
g2dzf RY Qi o6 S othafwiselbé&éduked 6f Sow quantities ormperishability.
Economically viable smallholdings ah@we\er, a result of farmersvho arewilling to

work long hours the knowledge of adding value to primary products and direct

marketing high yields per hectareand product diversity (Alonso, 2011).

These production systems also foster the social capitaliwitegions through keeping
farming traditions and cultural heritages well agnhancing the contacts between local
producers. Moreover, the connection between producer and consummegnhanced
through providing ecologically produced fgagiving an extrgossibility for community
involvement and fostemng the understanding of the connection between health,
environment and food, including high levels of animal welfare (Winter, 2003, Kneafsey
et al, 2013). This can also lead to enhanced possibilitiegmtoarism (Marsden et al.,
HannT ¢FylFaNZ HamMno® 9YPANRBYYSyGlfftesx
connotations such as low distance of transpa well asenvironmentally friendly
production systems with high biodiversity and low inputs, includmigation, chemical
treatments and low pollution, and waste. Fulfilling main conditions of economic,
environmental and social sustainabilitgtegrated farming systems fit the framework of
sustanable rural development (SRD) (Arato et al., 2017; varPtierg & Marsden, 2008;
Kneafsey et al., 2013).

The framework of SR{@irstly introduced in 1998 to generate livelihoods for farmers as
well as an agricultural sector able to supply food, fibers| @anergy is a suitable adan

to the GVC and SFSC approdohanalysng the policy measuresvhich concern
smallholder agricultureas well asadding, not only political embeddedness, but also

ecological, social, and cultural aspects (Carney, 1998; Shepl#98; van der Ploeg &
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Marsden, 2008; Galli & Brunori, ZB)1 Following the idea of SRibe policy should try to
foster the added income of farmens order tooppose thegrice squeez&n agriculture.
Such a policy wikmpower farmers tocreate more \alue and generate employment
opportunities. Further, itoud enhance the relationship between society and agriculture
opposing the alienation of people from their food, whjch turn, couldlead to better
matchingbetween agriculturalproduction and the needs, and expectations of society.
Furthermore, itcouldresult in a redefinition and reconfiguration of rural resources (van

der Ploeg & Marsden, 2008; Marsden, 2003; van der Ploeg & Roep, 2003).

Thus, fostering smallholders to gentavalue from SFSCs is a major contribution to
foster SRD in the European Oni These goals are also implementasl a part otthe
Common Agricultural Policy (CAP) of the EU and need to be addressed by the member
states, through adapting the national meases to the goals of rural sustainable
development. This means to support sthalders in marginal areas to build cooperatives
and young farmers to use environmentally friendly farming practices. Further, a
prioritization of biodiversity and ecosystem s&eg from farming is crucial. Payments
should be granted only when public ecgstem services are an outcome of the farming
process. Nonmarket valuation of ecosystem services and sylsés®d approaches for
payments to farmers are of major importance to geiiuropean farming activities in a

sustainable future (Nielsen etal.,, 2009S QSNJ S | f ®X HamnT tfASYAY

5.4The Romanian farming landscape and relevant legislation

W2YF YAl Qa AKINB 2F oodndiz 2F Ay 7AB60RT £ 9d
GKS 9! Q& dza SR | 3 NpeOalzind wzyu¢HirostaNeB17a). dHis!stall A &
parcetbased structure is politically considered a burden for agricultural productivity

(Boboc et al., 2017; Feher et al., 2017; Gavrilescu D. & Gaw;il2007)Table 3shows

the enormous relevance of smallholdings for the Raoman agriculture: They represent

over 55% of Romanian plots but account only for 5% of the; U2% of the landowners

work 1-10 hectares, which accounts for 40% of the nationaAUThe majoportion of

the 48% belongs to 0.4% of the landownewgho own oser 100 hectares each. This
RSOSt2LIYSydG Aa + NBadzZ G 2F w2YFyAl Qa LRt AGA
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Table3: Farming landscape in Romania, 2013

Facility type Size (hectarg) | Number | % Area (hectares| %
Agricultural <1 2009290 |55.3 652800 5.0
households

Subsistence and sefr 1-10 1531650 |42.2 5269900 40.4

subsistence farms

Commercial family 10-100 75640 2.1 832690 6.4
farms
Commercial farmg >100 13080 0.4 6300460 48.2

(companies)
Total - 3629660 | 100.0 130 100.0

SourceFeher et al., 2017, p. 671

WiththeR2 gy FlL £t 2F (GKS [/ §h dobsSld@afialz prids3 staftsd, A Y
whichwasdriven by the privatization of formerly stat®wvned land and several political
decisions (Roger, 2014). In 1996, a law was passed prohibiting family associations to work
on more than 200 hectareshis resulted in 10,300,000 hectares of household farms in
2001 (Dawidson, 2005). The agmlustrialization shaped the further developniteaof
Romanian agriculture. In 2013, over 97% (3,540,940) of the Romanian farms were smaller
than 10 hectaresrepresenting 45.4% of the UAA (Eurostat, 2017a; 2017b; Ministry of
Agriculture and Rural Development, 2017).

Traditionally, these farms are higlalue farmland with mixed crops, trees, and animals.
After the foreshadowing of the accessi to the EU, big parts of the small farms have
been consolidated due to farm succession issuesguitkas, and high pressure on the
producers of primary goods iagrifood chains. Thus, from 20916, the number of
holdings shrunk by 19.11% due to colidation and rural exodus in the region Nevest,
GKAOK GKS SEFYAYSR O2dzyiASa 2F al NI YdzZNBU
estimated by Beaufoy etl.a(2015), wood pastures are the coverage of around 150,000

hectares in the state of Transwnig which makes the silvopastoral systems substantial

M o

Y
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areas of the soutbrn Carpathiansand, with 49,9% of high value farmland which can be

used almost synonymous the NordVestRegion also the most important kind of
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agricultural area in the region (Paracchini et al., 2008). The silvopastoral syfsi@mals
there are growrtraditionally andare closely connected tthe history and culture of the
rural communities yet, legislation often works against these systems (Hartel, 2018;

Hartel et al., 2016).

¢KS w2YlFyYyAlYy RANBOGAGS Hisnkfetimergnidity sfdtemt SR & NJ
whereby smallholderscansell or rent out their land. It grants a monetary reM@& 2 F € pn
LISNJ KSOGFNB F2NJ NBydAay3a 2dzi IyR € wmnn F2NJI
peasants keeping their systems is their classification in ecan@mg according to

directive 37/2015. As the category for the smallest businessess$talit € -e4 mqIidpPph >
farmers with less taxable economic output can neither access CAP measures, nor do they

have access to national funding due to national desigihe CAP. Insteathey are in the

INER dzL) -Dbsendet/Nogiv S I A & 0 SNBE R 9 Geyesatly legally tredtéd a® 2 v

G! YRSOf I NBR 22N]J SNBE OWSRYIYIZ uHanmanouod . SO2YA
demonstratedl KNES AGNI AIKG &SIFNAR 2F adzZlJLX eAy3a 3I2z
juridical persons, following law 3/2015. This is hampetimgguse of SFSCs in the tourism

and gastronomy sector as farmers cannot officially invoice. The processing of milk to
accessSFSCs with Kashkaval and other dairy products is also hindered by the European
regulations EC 852/2014 and 853/20Q1#posing basicegulation, measurements, and

hygiene standards for processing-farm. The Romanian amendments force farmers to

process ateast 1,000Qitres of raw milk per day if they want to sell in a wider radius than

36 km. This is unrealistic for smallholders witleir per cow output of around 8l/day

(Roger, 2014).

This regulation is accompanied by -/ 88/2016 and the Romanian am#ment
192/2017 which requires stridabellingon dairy productsincluding among othersthe

list of ingredients, the exact weighexpiration date, fat content, and nutritional
declaration which is for smallholdersnly justpossible to declare. Sellj traditional
Romanian liqueur, which might be produced for own consumption according to the
Romanian homalistilling law 368/2008also requires strict laldkng. As the Romanian
farming sector was not prepared for many regulations, supply from abroakl d@er.In

contradictionof the beforementioned laws, the poorly enforced Romanian law 150/2016
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dictatesterms to supermarketswhereby51% of the fresh food products sotdust be
produced in SFSCs in Romania. Further, the tesasell as shrubs and wdland patches

on the pasturesare not eligible for direct payments under the Common Agricultural
Policy (CAP) by the European Umidherefore they are neither considered to be
valuable assets for agricultural production noir socialecological importace in the
Romanian interpretation of CAP measures (Hartel et al., 2016, Hartel et al., 2014; Hartel,

Plieninger et al., 2015).

Moreover, Romania tries to stop the formerly institutionalized black market through
police operationsaimed at street vendors ad farmer markets to comply with EU
requirements (Roger, 2014). The black market and informal structures traditigniajly

a huge ole in Romania, even though it is statistically barely mappable. However, as
informal activities are mentioned in a majoritf case studies and business reports on
agriculture as well asn the interviews leading to this study, they can be seen as byoadl
affecting smallholders in their production and distribution activitiath reports rangng
from land and forestgrabbing illegal logging, undeclared work, to blatiarket sales
and to corruption in politics and the police (EcoRuralis, 2015a,b; Trat9). The
farmers are both positively and negatively affected through infrastructural problems,
corruption, bad access teubsidies, volatile costs of public services, law enforcement
issues, unclear land rights, deals with local authorities, and wvetgans (Roland &
Verdier, 2003).

5.5The role of trees for value generation in silvopastoral systems of the Romanian
Carpahians

Traditionally grown mixedsmallholder farms are (almost) closecircle agricultural

systems which mainly consist of extensyirmed wood pastures. On tlapproximate

3-15 hectaressizedholdings a comparably small sectias allocatedor potatoes, corn,

cereals, and vegetablashich is primarily used for seff dzLJLJ @ o6& G KS FI NI SNI
rest of the farm typically caists of pastures with scarce trees and shrubs, sometimes

addedto by smdl patches of orchards and woodland. Within these silvopastoral systems,

the main livestock is cattlavhereas sheepgoats occasionapoultry and infrequently,

pigs can bealso befound. Diverse trees within the senrsubsistence silvopastures are
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mainly plum trees, apple trees, pear trees, birches, oaks, hazel, hornbeam, and spruce
while other species can rarely be found which results in outstantindiversity and
diversity of posible productsThe trees of different ageare usually found as singlests,

in small groups, or as hedgerow elemerdad thus allev for different species to use

them as nesting or breeding place as well as fodder source. Usually, they are managed in
away, that allows constant regrowth and goes along with timensive maagement

effort.

| do not feel like the wood stock is shrinking, because we have a good regeneration
N}¥GS 2y GKS FINY YR R2yQl Odzi (22 YdzOK®

to be cut. (Farmer)

Traditionally, more than 50% of farm produce is aoned onfarm, whereas most
surplus is sold via informal SFSCs. Themnluctthat is partly sold via GVCs is raw milk
becauseit is transported by the farmers to collection stat&rnwhich are managed by
globally sourcing dairies such as Napolaatiyision of Frieslan€Campina, Netherlands)
and La Dorna (division of Lactalis, France). Tadwplier to these firms, farmers must
deliver constant quality itomparably high quaniis which puts a lot of pressure on
them and leaves them with littleargaining power. Despitine limitedincome available

on farms with additional subsidies available after ay8ar contract of constant supply to
licensed buyers following law 37/201many farmers are willing tacceptthe pressure

of missing income opptunities because their traditional SFSCs are not fostered by

national or supranational regulations.

We feel a high pressure to produce more milk. It is about the quantity. The prices

are made according to quality and mainly quantity by Napolact. (FaBner

Still, processed miJkn the form of cheeses or dairy products distributed via SFSCs.
Including the processed, slower perishable mak, produce other than milk is an
integrated product, following Hendrickson (2008)Such produceranges from fruit
products (liqueur, syrup, marmaladep meat preparations (sausage, cured meat,
smoked meat) to dairy products (drinking milk, butter, yoghurts, fresh cheeses, hard
cheeses) ando timber. Although these products are mainly consumed on frtheir

direct sales still account for the biggest part of monetary income for the peasants. They
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are sold either to friends and neightas or via peasant markets, street hawking and local
fares, wheresellingprices are 30%200% higher thathose obtained wherselling b
intermediaries (FAO & European Bank for Reconstruction and Development, 2007).
Moreover, goods ar®ften used to pay dayworkersvho are helping on the farm. As
depicted in figureb, trees located on the farm are enabling the production and value

generation of most of these goods.

Figureb: Treerelated goods and their purpose

Author® own elaboration

Toclarifythe importance of trees for SFSCs accessed ayllsoiders, goods and services

obtained from the trees are described in the negcion.

5.5.1Products and services obtained from the trees and their value chains

The multiple goods and services which are provided by the trees of the farm are crucial
for a traditionally strong cultural identity (Hughes, 2008), food sovereignty, economic
resilience, andhe value creation of smallholders via SFSCs. Furthermore, trees provide
multiple ecosystem services (Fagerholm et al., 2016). Firstly, wood is usedstouctn

repair and expand necessary buildings and furniture on the fdrarebyimproving the
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