Institutional challenges in the development
and realization of Agroparks

Msc Thesis Lilianne Laan
August 2009

" | WAGENINGEN UNIVERSITEIT Agricultural economics and rural policy group

a WAGENINGENNGEE




Institutional challenges in the development
and realization of Agroparks

Msc Thesis Lilianne Laan
August 2009

Cover illustration: 7oren van Babelby Pieter Brueghel

gwms ENINGEN UNIVERSITEIT Agricultural economics and rural policy group

WAGENINGENIEE



Preface

As | was thinking about a suitable subject for ngsis, my attention was drawn by an
agricultural novelty that seemed of biblical prajpmis to me: the Agropark. Talking on the
phone with my supervisor, the subject for this iheame to life. The focus on institutional
challenges makes the comparison to the tower oéBaktempting one; man makes ambitious
attempt to reach for the sky, but fails due touwnalt gaps and language barriers. Referring to
the overestimation of human capabilities may sedy laarsh, but luckily, the Agropark

story is likely to show a more happy ending.

| started this research out of curiosity: if Agrdgmare such an interesting and promising
future perspective, and seem perfectly fit forEhech agricultural sector, why does it appear
so difficult to realize them? Are ‘the childrenmkn’ really reaching too high? After writing
this thesis, | can say | have learned more abasit@ the technical and economic aspects,
the realization of an Agropark would be perfectgdible. It appears to be a matter of
intangible human characteristics and values, arideoWwillingness to overcome differences
between the parties involved.

| was able to perform my research in close coomeratith Lan Ge and Michiel van Galen
from the LEI. | would like to thank them here foaking me feel welcome at the LEI, for
their continuous support and their valuable commdrfeel very lucky to have been in your
company and | enjoyed it very much. The thesisriten in the perspective of a more broad
knowledge basis research on bio-based economymhatipervisors are jointly working on,
and | hope the results can make a contributioha@ddrger whole of the knowledge base
project.

| would like to thank my supervisor Jack Peerlifgshis honest and kind comments which |
greatly value. | have great respect for how youreamew so fast, precise and so perfectly,
even in busy times. Thank you for showing me tHaevaf my research topic and for the
career advice alongside. Liesbeth Dries, thankfgobeing so kind to evaluate my thesis on
such short notice. Thanks to every one who tookithe to talk to me about the subject,
especially the persons | interviewed.

Finally, an enormous thank you to Mersiha Tepic 8adder Smit who were so kind to share

their data with me and maybe even saved my thgsi®ing so. | cannot possibly repay you
but let me wish you good luck with your PhD resbaand your future activities.

As part of the data in this thesis is confidensalne of the sources are referred to as
anonymous. The sources are known to my supervisor.



Summary

The production of high-quality agricultural prodsiad an ethically, economic and
environmentally sound manner, is the great chaleéhgt Dutch livestock producers stand
for. One of the concepts that have been develapatket these challenges, is the so called
“Agropark”. An Agropark can have several appearanbet can be described as the spatial
clustering of agriculture with other activitiesitivthe goal to close resource cycles and
minimize transport, an innovative concept that psoto be difficult to realize. Little is known
about the institutional side of Agroparks, as i isew organizational form; therefore it is
interesting to investigate the relative importaotdifferent institutional factors.

The objective of this research is to identify thestinfluential institutional factors
determining success or failure of Agroparks. Sgdoraus is given to leadership and
coordination mechanisms. The research is perfotmgeadcombination of literature study,
semi-structured interviews and theory-based arglgsid is constructed around three case
studies.

The first case study (Agropark 1) is an initiatiuem two researchers and a strategic planner,
who took up the leadership of the project togetlibe project has been cancelled during the
consolidation phase, and is considered as ‘faitethis research. Levels of trust and
commitment were low and despite efforts to chaihge tould not be improved. There was
not one single leader appointed and leadershipnashown strongly. There were no
entrepreneurs involved in the early stages of thegss, and no contracts were used. For the
operational phase, a hybrid form with a strong depacy on contracts was planned for.

Agropark 2 is an initiative from three entreprerseand an external project leader. It is the
‘successful’ case in this research as it has gaapgdoval for realization. The process is
characterized by high levels of trust and commitineeadership was well-defined and
proved to have a positive influence on communicasiod coordination. Contracts were used
in the second phase to make commitment explicittfi@operational phase, a hybrid form
with both hierarchical and contractual elementhissen.

The initiative for Agropark 3 originates from thevggrnment side, with little involvement of
entrepreneurs and changing leadership roles imanoament strongly influenced by cultural
differences. The second phase is reached but tpecprs put on hold; Agropark 3 can be
placed in between the first and the second caskelevel of success. Efforts were made to
maintain levels of trust and commitment, but ic&knowledged that this proved to be
vulnerable and difficulties were hard to overcoenen with a capable project leader. As a
coordination mechanism in the operational phaseegrarchy-steered form is planned for.

Although in one of the cases a hierarchical orgation form is selected, we can state that due
to the high level of uncertainty that is inheremigroparks, a governance structure that relies
on social capital is the most plausible choice.4le also conclude that “success” has
different meanings to two groups of stakeholdengrepreneurs one the one hand and
researchers on the other. The perception of “filig more or less the same to all. From the
analysis of the results, it is found that in theelepment and realization of an Agropark trust
and commitment are the most important factors. eesdp also proved to be important and
has an influence on a number of other factorsjsmb guarantee for success if other
important factors are lacking. Furthermore it appdahat the involvement of entrepreneurs
at the initial phase favours the conditions forcass.
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1. Introduction

In this first chapter, the outline of the reseantl be sketched. The chapter starts with some
words on the background of the research. Thengibearch objective and questions are
formulated, followed by a definition of the Agrogaroncept and a discussion of the
methodology. The chapter ends with an overviewhefdase studies that form the focus of the
research.

1.1 Background

Changing times ask for new forms of agricultureviting the same number of people with
food, while relieving the pressure on the environtrand the use of fossil fuels asks for
innovation. The production of high-quality agriautil products in an ethically, economically
and environmentally sound manner, is the grealege that Dutch livestock producers
stand for. One of the concepts that have been dgeélto meet these challenges, is the so
called “Agropark”. It is a new way of clusteringragiltural production, developed in the late
‘90 by the Innovation Network and Wageningen URe Timovation Network is an
independent organization that performs researchdamdlops new concepts in environment
and agriculture, and is supported by the MinistrAgriculture (Innovatienetwerk, 2009).

An Agropark can have several appearances, butkedsitowing characteristic: spatial
clustering of agriculture with other activitiesitlvthe goal to close resource cycles and
minimize transport (De Wilt & Dobbelaar, 2005). Arample is an intensive pork production
facility with on-site slaughter facilities, combuh&ith greenhouse horticulture and bio-
refinery. Although Agroparks can take on variousifs, the common goal is to produce and
process in a way that causes the least harm tdggeypmals and the environment. In spite of
the goals, the concept has met great controvelisy faist introduction to the public (De Wilt

& Dobbelaar, 2005). In this thesis the focus wéldn Agroparks developed in the
Netherlands with livestock production as the cartéevay.

As green resources are used and reused in prodymboesses, Agroparks are typical
examples of bio-based economy projects. LEI andefimgen UR work together on a
project in which bio-based supply networks are nledeo optimize production decisions in
a bio-based economy (Peerlirggsal, 2008). The robustness of several types of biedas
economy projects are considered in case studigepadks are included in these cases. The
results from the research in this thesis will cimite to the bio-based economy project, and
tends to provide information about institutionahlténges that can be incorporated in the
models. Therefore, the thesis research will be @eeglcin close cooperation with the
participants of the bio-based economy project.

What distinguishes bio-based economy projectsAigeparks from other undertakings, is
the dependence on by-products and waste streamsfieer (non-agricultural) industries,
that may fluctuate in price, availability and gtsaliThe cooperation between these different
types of firms in itself can form a challenge, #tedent stakeholders have different
backgrounds, expectations and perceptions of ‘sstemd ‘failure’. Also the projects
sometimes (for a certain period of time) are depahdn government support to be able to
compete with e.g. ‘mainstream’ energy suppliersodeke the leap across the starting phase.
This reliability implies insecurity, for it is unkmvn whether or not this support will maintain
in future. Little is known about the institutiorsitle of Agroparks, as it is a new



organizational form; therefore it is interestingrigestigate the relative importance of
different institutional factors.

As mentioned above, innovative concepts like theopgrk have been developed to meet the
changing demands on agriculture. Some of thesepagks are ready for realization, others
are yet to be developed. Others again, were platmed brought into existence, but have
been called off in a later stage. What the fachoesthat determine whether or not such a
project becomes a success, remains unknown. But div@ve consider an Agropark a
success? How important is trust between stakersitdére the leadership qualities (or the
lack of these) of the initiator an important fa@dtow are profits and risk divided between
parties, and should this be made explicit in cantga These are examples of the questions
that should be answered in order to gain insigtihénpotential of a project. Apart from the
technical, spatial and financial factors that deiae success, the above described issues —
contracts, trust, information, expectations — cay pn equally important, if not greater, role
in setting up a new project (Slangen, 2008).

1.2 Research objective and research questions

The objective of this research is to identify thestinfluential institutional factors
determining success or failure of Agroparks, foougen leadership, expectations, interests
and trust. Special focus will be given to leadgrstiiis expected that due to the complex
environment in which an Agropark is to be realiaedh many stakeholders, unforeseen
difficulties and hence incomplete contracts, lealdgr shown by a project leader will be an
important factor in the development process. Téesl$ to the following hypothesis:
“Leadership is a key factor in determining sucaas&ilure of an Agropark”

The Agropark being a new form of cooperation in@gdture, special attention in this
research is paid to the way coordination has bestitutionalized during the process. This is
expressed in the second hypothesis:
“Due to the characteristics of an Agropark thestrmausible choice for the
coordination mechanism is a hybrid form”

The concepts of coordination mechanism and hylomoch fwill be explained in chapter two.
Further argumentation behind the two hypothesesalsambe found there.

The research objective and hypotheses will be stgghdy the following sub questions:

1. Which stakeholders are involved in realizing anghing an Agropark?

2. What are their interests in, influence on and etqigms of the project?

3. Which coordination mechanisms are selected duhaglevelopment of the
Agropark?

4. Which institutional factors influence the choice écoordination mechanism?

5. How can “success” and “failure” be defined for agrépark?

6. What are the institutional factors that play a lial¢he success or failure of
Agroparks?

7. Is leadership of the project leader a key factoafo Agropark to succeed?

8. What other factors are influenced by the (lackled)dership?



When these research questions are answered, adareadew should result of how an
Agropark ideally should be developed, accordinth&ofindings of this thesis. In the
conclusions (chapter 6) we will return to this aiee.

Questions 1 to 3 will be answered for each cashapters 3, 4 and 5. These chapters give a
description of each case study. Questions 4 tdl&wianswered in chapter 6 (analysis). In
the conclusion (chapter 6) we will return to thee@rch objective and questions, summarizing
the results, to draw conclusions and make recomaiems.

1.3 Definition of Agroparks

In literature on the subject, several terms arel isemore or less the same concept,
sometimes interchangeably; “Agropark”, “Greenpof&gri business complex”, “Agro
production park”, “Agro cluster” are only a numlodrthe names that can be found. In this
research, the term “Agropark” is used, and to desdhis we choose the following definition
by the Innovation network (de Wilt et al., 2000):

“a purposive clustering of agriculture-related amoeth agriculture-related activities at an
industrial estate or in a specific area, offeringgntially interesting prospects for closing
cyclic processes, reducing transport and makingiefit use of scarce space.”

This definition is further narrowed down to Agroksiwhere livestock production as well as
horticulture is involved in the plans. This will kasome of the institutional challenges for
Agroparks more explicit than when e.g. only hottietists are to work together in an
Agropark setting. It is important to note that cepts like “Greenport” and “Agropark” are

not static, but continually changing in time anteafinterpreted differently by different

groups or persons. Hence, the definition in thesikis not a universally accepted concept but
mere subjective interpretation.

The research objective is to identify factors tetiermine success or failure for an Agropark.
‘Success’ and ‘failure’ are subjective matters andyeneral definition will be given. They

will be defined separately for each of the casdistiin chapters 3, 4 and 5. Furthermore, the
theoretical concepts that are used in the resedtiche explained in chapter 2.

1.4 Methodology

The research will be performed by a combinatiohtefature study, semi-structured
interviews and theory-based analysis. The resaardtused around three case studies. To
gain the required information about the factorg fhay a role in realizing an Agropark, semi-
structured interviews will be performed with the@ject leaders of the three cases. The
guestions will be formulated based on the exiskimgwledge of institutional challenges in
new projects. The goal of the interviews is, towainformation on what the project leaders
consider or experience key factors in coordinasind realizing their project. Also, a field of
force analysis will be made partly based on thermftion from the interviews.

To create the interview questions, theory on nestitutional economics will be used.
Furthermore, available literature relating to althejects can be valuable for this thesis and
will be taken into account. To gain insight in f@ssible factors that may determine the
success or failure of Agroparks, chapter 2 willsgan elaborate overview of the institutional
factors that play a role in and are specific fordaarks.



To focus the research, not all factors will be tiedaequally elaborative in the interviews. A
subject of special attention within the institutenvironment will be the kind déadership
that is required to make a concept or project woik ‘charismatic leadership’ a crucial factor
in determining success? And to what extent is bwece for a coordination mechanism
influenced by leadership? It is expected that afjpam an influence on the success of the
project on its own, leadership will also influeratber factors as well.

In the interviews, the emphasis will thereforedre(apart from mapping the field of force)
coordination mechanisms, leadership and trust. tXp@an these factors, attention will be paid
to some institutional problems that can be seeapasific for bio-based economy projects:
possible lack of well-developed institutions (légi®n, contracts) and time inconsistency (in
relation to funds).

1.5Case studies

The cases selected for the interviews should igealhtain some projects that were called off
and some that succeeded. Also projects that dirsnghie planning phase are interesting to
look at. The following projects will be discussed:

Agropark 1 (status: “failed”)
This case study is on one of the first Agroparkatives in the Netherlands. Well defined
project plans were made, but were not approvedefisation.

The goal of the Agropark 1 was to realize an ‘egarigain’ which includes pig farming and
greenhouse horticulture, as well as the produaifdeed, manure processing and production
of bio-gas. Mushroom production and aquacultush(farming) were explored as options as
well (Broezeet al, 2005). This case study will be further descrilvedhapter 3.

Agropark 2 (status: “succeeded”)
A more successful Agropark initiative that has gdiapproval by the municipality early 2009
and is currently waiting for construction- and enuimental permits.

Agropark 2 will combine intensive livestock prodoct with processing the produced waste
streams into biomass, waste warmth, energy and astmip will consist of two pig farms, one
poultry farm and a manure processing plant (Alle¢ra, 2006). The description of Agropark
2 can be found in chapter 4.

Agropark 3 (status: “on hold”)
The third case study in this research is currgmilstponed by the initiators; it is not known
whether and in what form the development will couaé.

In Agropark 3, large-scale livestock and horticrétwill be combined with educational and
recreational functions in a yet to be developedoggcal area near a big city. The exact
combination of enterprises that be run in the parot decided on yet. The goal is to create a
closed resource cycle with high-tech water and evastnagement (Anonymous (1), 2007).
Agropark 3 is described in chapter 5.

There are a number of examples in which Agropadikegts were called off due to location
problems; municipalities are against the realisatiban Agropark in the proposed area and



therefore the search for other locations continlibgs can be seen as multiple times of
‘failure’ for one project, but could also be searpart of the process. This makes it
complicated to decide whether or not a projectlmanlassified as ‘failed’. The choice for
Agropark 1 as an example of a failed Agropark iselobon the fact that there were concrete
plans and many parties were already involved atrtbment of blowing off the project. To
make a comparison between Agroparks at differexgest of success, one case is included
deliberately that has been called off.

Considering the Agropark definition that is mengdnn section 1.3, the choice for the
second case study in this research asks for sopl@nation, as in the actual realization of the
park no horticulture will be included. In the plamg phase of Agropark 2, greenhouse
entrepreneurs were involved, but they withdrewmyithe second phase. The fact that the
horticulturists withdrew will be discussed in tlesearch. Agropark 2 is as the most
successful Agropark initiative to date an interggttase to compare with the other two case
studies on many aspects, and therefore it is déd¢menclude the case in this research despite
the lacking of horticulture in the operational phas

In chapter 2, the theoretical framework will beidefl with which the abovementioned case
studies will be analyzed.



2. Institutional economics of Agroparks

Institutional factors are, apart from the technexadl economic factors, expected to have a
major influence on the success of system innovat{&eangen, 2008). This can be expected
especially in bio-based economy projects like Agré&p, where entrepreneurs of different
professional and cultural backgrounds are to wogether in a new organizational form.

In order to identify the institutional factors armblAgroparks that are most important in
determining success or failure, a theoretical fraor& should be defined. We select New
Institutional Economics (NIE). The main questiorb®manswered in this chapter is: “What are
the institutional factors that play a role in orggaimg an Agropark?” After an introduction on
New Institutional Economics and definition of sok&y concepts, hybrid forms and the
incompleteness of contracts will be discussed.ieuntore, the concepts of leadership and
authority are explored. The chapter ends with amnagw of the institutional challenges that
can be associated with setting up an Agropark.

2.1 New Institutional Economics

The theory on which this research is based, maosifynates from New Institutional
Economics (NIE), a branch of economics that wasded by Williamson (1975). It
incorporates institutions into economics, which evirmerly neglected by Neoclassical
theory — markets were assumed to function perfeettyplayers to behave purely rationally.
With the introduction of NIE, these assumptionsevalaxed (Slangen, 2005).

Two important concepts in NIE are the institutioeal/ironment and institutional
arrangements. The institutional environment istthal of formal and informal ‘rules of the
game’ in which society functions, and that thergtfjuence economic activity. It is a
dynamic environment that can change in place and &ind operates on an aggregate level
(Polman, 2002). Institutional arrangements (or go&ece structures) are ‘the play of the
game’; the rules by which economic activity is adistered. These rules can be formal or
informal. Institutional arrangements are often degal as a spectrum with markets at the one
end (with prices as coordination mechanism) anélgunerarchical organizations at the
other (with hierarchy as the coordination mechaiigxwhole range of hybrid forms exist
between these two extremes, like clubs, coopesatine contracts. The actual organizational
form can take many different appearances; thetutigthal environment determines for each
situation which of these forms works best (Slan@&08).

In contrast to markets and organizations, whemeprand hierarchy form the rules, contracts
are the main coordination mechanism in hybrid forAlhough contracts play a role in
markets and hierarchies as well, the function thése structures more supportive rather than
the central coordination mechanism. The next seatidl further elaborate the concept of
hybrid forms.

Property rights and transaction costs are centrad@pts in NIE. Property rights describe the
right of one (or more) contracting partner(s) taide over the income generated from an
asset, to transform and transfer the asset amnigtiteto exclude others from using it. It is
strongly related to the concept of residual incomlegpever has the property rights, has the
right to decide over residual income and is theeetbhe owner of the asset. In general, two
kinds of ownership are distinguished: private owghgy and collective ownership. The kind



of ownership that is present according to the ptgpeghts is an important factor for
determining which governance structure ‘fits’ biesa certain economic activity.

Transaction costs arise in exchange processes lagl setting up a contract; it incorporates
the costs of gathering information, pricing, bangag over aspects of the contract and
enforcement costs. Whether transaction costs gtedrilow determines the choice for an
institutional arrangement, and is influenced bydexlike asset specificity and uncertainty.
This relation is illustrated in figure 2.1.

Figure 2.1 A typology of governance structures

Tranzaction
costs ]
markets hybrids | : ,

| hicrarchics
|

Asset specificity
and uncertainty

(Based on Ménard 2004, p. 25)

From this figure, it follows that the higher thed¢ of asset specificity (and uncertainty)
within a certain organization, the higher the teanti®n costs and the more dependent
organizations are on informal coordination mechasig¢as are strongly present in
hierarchies). The transactions costs involved ating up a contract that accounts for all
future contingencies get higher when uncertainbywgt Hence, informal coordination
mechanisms become more important. With asset sgggithe sunk costs are meant that are
necessary for an investment (or transaction). $osks are investments in assets that cannot
easily be made of use in another economic actigayyhich value is closely related to a
specific transaction. With sunk investments, uraety about future contingencies and
opportunistic behaviour or hidden action from tbatcacting partner grows. To deal with this
uncertainty transaction costs rise. Asset spetyfannd uncertainty can be placed on the same
axis in figure 2.1. due to their relation to tractsan costs. This can be explained as follows: if
sunk costs are high, asset specificity is hightaedasset cannot easily be made of use in
another transaction, which implies that the stajegshigher for the involved partners — and
the risk of opportunistic behaviour from the otparty. To deal with this uncertainty in
contracts, transaction costs grow. So, high agsstificity is linked to higher levels of
uncertainty in such a way, that they both leadigh transaction costs.

In the figure, we see three frontiers, correspogaiith the respective governance structures.
Considering the asset specificity, uncertainty madsaction costs, in each situation the most
suitable governance structure can be determinedhywid forms, moving from left to right
in the graph means making more use of values tetathierarchy, like authority and social



capital, instead of prices and complete contr&xsmoving from left to right also means
moving from formal to informal, and from (relative)mpleteness of contracts to higher
levels of incompleteness.

This thesis focuses on both the institutional esinent and institutional arrangements and
seeks to find the causal relationship between [dth.goal is to identify the relationship
between factors in the institutional environmentlés of the game’, culture, leadership,
trust), the institutional arrangements (what kifdaordination mechanism is used) and the
effect of these factors on success.

2.2 Hybrid forms and incompleteness of contracts

As mentioned before, the central role of contrastthe main coordination mechanism
distinguishes hybrid forms from the other govermasituctures. For hybrid forms to be
efficient, trust and commitment among contractiagers are required. This has to do with
the fact that contracts are always incomplete toesextent.

The incompleteness of contracts is a result froennipossibility to catch all complexities of
the world in a contract, and to foresee what theréuwill bring. This has important
implications for the way people deal with transasi; the higher the level of uncertainty, the
greater the incompleteness of the contract. Thexe#sidual control rights must be assigned.
Whoever has the residual control rights, has tivegpdo decide on events or income that fall
outside of the contract (Polman, 2002).

The uncertainty that comes with the incompletemég®ntracts affects the contracting
partners. Because not all possible events norfacfanfluence can be foreseen, people tend
to behave in a bounded rational way — decisiongjptienized in a rational way for as far as
all circumstances can be overseen. Beyond that, daraong partners is the key factor to
prevent opportunism. The lack of information thestds to incompleteness of contracts (or
asymmetry of information — when the individualsaimagreement do not all share the same
information) can lead to opportunistic behavioud amoral hazard. We speak of moral hazard
when not all actions of the contracting partners loa observed or verified; it implies the risk
of post-contractual opportunism (Slangen, 2005).

Furthermore, hybrid forms can be distinguished ftbepure hierarchical coordination
mechanism in that the relationship between menihdtege organization is more or less equal.
This reduces enforcement costs, which is a disadeantage of hybrid forms. The
workability of hybrid forms depends on the mutuahsent of its members. Here, the basic
elements of the coordination mechanism are pricesierarchy, but informal values like
trust, shared codes of conduct, reputation and doment. Another important feature is that
participants maintain the property rights over tlasisets, while some (part) of the assets
become common property — hence, the residual dairghds become unclear. This is a
reason to incorporate some formal rules to thedination scheme. For forms of co-
operation that ask for a more complex and flexdgerdination mechanism than prices or
hierarchy, a hybrid form will proof to be a moratable option.

2.3 Leadership, authority and hierarchy

One of the main focal points of this research ésrtile of leadership in the process of setting
up an Agropark. In this section the concept of éeaklip will be defined and discussed. In
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literature on the subject, leadership qualitiesmaostly referred to as authority. Although the
concepts of leadership and authority overlap, ereynot fully interchangeable and will not
be used as synonyms in this thesis. Authority hetsoag link with the concept of leadership,
in the sense that it can be considered the mosiriaqt feature of leadership qualities. Still, it
is merely one of more aspects that together detergwod leadership.

In his article on leadership, Andersen (2006) emaiaes several definitions of leadership. It
mentions among others the broadly accepted defiiniiy Tannenbaum et al. (1961) which
describes leadership as follows:
“interpersonal influence, exercised in a situat@amd directed, through the
communication process, toward the attainmentsgexified goal or goals”.

Andersen adds that some theorists would narrowlefiaition to influence on others resulting
in enthusiastic commitment. As in the developmdmgroparks creating committed support
from many different stakeholders is a basic reeu@et, the above mentioned definition of
leadership, with an emphasis on enthusiastic comemit, can be considered as suitable and
will therefore be used in this research. Authocigy be considered the most characteristic
feature of good leadership; it is now elaboratethtr.

As Polman (2002) states, authority is seen as #ia mstrument in hybrid forms. Here, it is
important to distinguish authority from hierarchyith authority, the agreement on the
transfer of capacities to make decisions is cootisty renewed and acknowledged by the
members, while in hierarchies the power to makesa®ts is fixed in rights that are not
influenced by the participants (Ménard, 1995). Thydbrid forms are co-ordinated by active
forms of governance emanating from the partners fiakes clear that in a hybrid form like
a cooperative, hierarchy does not play an imporalet whereas authority does. This has to
do with the fact that “the rules of the game” aagtly set by the participants themselves. As
Agroparks can be considered as new institutiorrah$owvhich ask for more complex
coordination mechanisms than prices or hierardhg,i$ the basis on which the hypothesis on
leadership and authority in this thesis is founded

In hierarchies, the power to coordinate is a pey embedded in an institutional
arrangement, whereas authority follows from infdrowdes between the members (Polman,
2002). Another essential difference is that hidraiis backed by a specific institutional
arrangement; this may or may not be the case witioaity (Ménard, 1996). Also, authority
is closely associated with a specific person. is tbsearch one of the goals is to determine
whether there is such a person during the developprecess, and if strong leadership is
shown.

2.4Institutional challenges for Agroparks

Agroparks (and other bio-based economy projecteg same distinct features that create
specific institutional challenges. The institutibaale of bio-based economy projects like
Agroparks is scarcely described in literature t@®ncerns a new organizational form in
agriculture. In this section an overview is givdrhe particular institutional challenges with
which an Agropark has to cope, and of conceptslBftNat can be particularly relevant for
Agroparks.

One distinct feature of bio-based economy projectgeneral, is the dependence on by-
products and waste streams from other (non-agui@ljtindustries, that may fluctuate in
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price, availability and quality. An institutionahallenge relating to this property could be,
that policy and regulations for using by-produatd &or integration of enterprises like in an
Agropark may not be sufficiently developed. Furthere, the projects sometimes are (for a
certain period of time) dependent on governmenpstigo be able to compete with e.g.
‘mainstream’ energy suppliers or to take the leapss the starting phase. This reliability
implies uncertainty, for it is unknown whether @t his support will maintain in future — an
institutional uncertainty that is known as timeansistency.

The cooperation between firms or partners fromeddint professional backgrounds may also
be a challenge, as the respective contracting gxartrave differences in culture, objectives,
expectations and perceptions. The same holds $atutions that are involved with the
Agropark, like (semi-) governments on differentdsy NGO'’s, banks and interest groups.
Earlier mentioned problems that are linked withnasyetric information may pose a threat,
e.g. trust issues, moral hazard, opportunistic Wiehand bounded rationality.

In contracting, difficulty can be caused by defmproperty rights and assigning them among
partners — for instance over the technical condrpginess concept, and marketing concept,
or over the different enterprises within the Agndpia the operational phase. However, the
asset specificity in an Agropark should be highugoto create mutual dependency among
the contracting partners. Contracts will be incaetgpland adjustments to the contracts
frequent. Because of this incompleteness, dis@resxpected to be frequent and are less
likely to be solved by formal procedures. The depgeient of personal relationships is
expected to be an important feature in Agroparksclvmakes both long term contracts and
the existence of informal modalities like mutuahsent and trust of great importance.

Considering property rights in Agroparks, identifyithe residual claimant will be important:
who has the rights over residual income, hence, wésothe power of control? The concept of
the residual claimant can be a helpful tool in dateing who is the actual ‘leader’ in the
Agropark in the operational phase. In governanaetires with a high degree of
incompleteness of contracts, this may not dirde#lclear — for instance when separate
ownership is maintained, or when stockholders arsidered the owner of an enterprise.
According to the property rights approach, it is twner of the asset that has residual control
rights; but as shown earlier, ownership is partgdeacommon in hybrid forms — so this is not
always the case. Therefore it has to be cleareartbmbers in advance how income generated
out of these assets will be divided.

Although the above mentioned challenges may hawat gmpact on the individual decision
making of stakeholders and consequently on theldewent of the park as a whole, planners
of Agroparks may be unaware of their impact. THience may change over time. The
choice of coordination mechanism is strongly deteeth by the institutional setting and it is
therefore important that stakeholders are awathbisf

Considering governance structures, Agroparks asé flexible organizational form. An
Agropark is a combination of different enterprisiest work together in one organization, in
order to gain economic and environmental benefis fthis cooperation. This implies high
levels of incompleteness in contracts, and aska fapbre complex and flexible coordination
mechanism than solely prices or hierarchy. The dexity of Agroparks as organizations,

and therefore possible characterization as a hybrid puts a focus on leadership qualities of
the project leader. This explains the choice ferttho hypotheses that form the focus of this
research.
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It will be interesting to see how the coordinatinechanism is shaped case by case. Looking
at figure 2.1, different Agroparks may be placedddferent positions. In chapter 6 we will
return to the theory explained in this chapterrteveer the research questions.
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3. Case study Agropark 1

As the first of three case studies, Agropark Inaglgsed. This is one of the first initiatives for
the development of an Agropark in the Netherlabds has been called off before realization;
it will therefore function as an example of a ‘&l case in this research. In this chapter, the
following research questions will be answered:

- Which stakeholders are involved in realizing amaning this Agropark?

- What are their interests in, influence on andeexgtions of the project?

- Which coordination mechanisms are selected duhaglevelopment of this Agropark?
Furthermore, the project, organizational setup@odess will be described, and a field of
force analysis will be given.

3.1 Background

The goal of Agropark 1 was the realization and enptntation of the newly developed
Agropark concept, where different agricultural epteses and related value chain activities
were to be linked as closely as possible, bothapaand organizationally — with as a result,
an innovative, urban agricultural complex (Breateal, 2007). The Agropark was to be a
cost-saving and value-creating combination of adfucal and non-agricultural functions that
was fully compatible with the people-planet-praifitproach. The concept on which the park
was based originated from the Innovation NetworkdAymous (3), 2009).

The location designated for Agropark 1 was considédeal to produce food in an industrial
setting, closely related to a major city, which Wwbprovide the market and labour force. The
location would be logistically perfect both for gy of inputs and distribution of outputs.
Some important suppliers of inputs were locatedlmedurthermore, the considerably large
distance from other livestock areas would stromgtiuce the risk of animal diseases. The
location was also very suitable for greenhouseiddttire due to relatively high light
intensity and the nearness of auction facilitiee(Beet al, 2007).

3.2 Description

Agropark 1 was supposed to be enclosing a comptateproduction chain from the mixing
of feedstuffs to slaughtering facilities, combineith greenhouse horticulture, possibilities
for fish farming and mushroom production, and pitiun of energy by manure co-
fermentation and -processing. The facts and figorestioned in this section all originate
from Breureet al (2007).

For the pig housing, 100.000 animal places werenad for (which corresponds to the
slaughtering of 300.000 pigs per year). With thesmbers, slaughtering facilities (only the
first step of production), supply of feedstuffs oweter and a feed mixing facility would be
economically feasible. For the option of fish fangpi no definite numbers were given,
although for calculation of the economic feasibiltyearly production of 250 tonnes was
considered.

On the top layer of the building, greenhouse holtiire would be situated. In the basic
scenario there would be 12 ha of tomato produatrmer glass — a surface corresponding
with the size of the pork production facilitiesoBuction of mushrooms was also considered
an option; the production surface would equal tiidhe greenhouse production and be
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situated on the ground floor (lowest layer) of bhuglding. The cooling needed for the
mushroom production could be combined with thahefpork production facility.

The co-fermenting installation was to be anothetre¢ aspect of the Agropark. Manure and
vegetable waste streams would be processed injadp@nd a fertile digestate. The biogas
could either be used on the Agropark for generatiegtricity and providing C&and heat for
the greenhouses; or turned into green electriotylfe mainstream network. From the
digestate, the liquid fraction could be marketedrble farming and grassland, and the solid
fraction worked up into phosphate fertiliser. Fertihore, an educational function was
considered a distinguishing mark of the Agroparkhie design. The setup of the facilities
should be transparent so that the production psesas the Agropark are visible to visitors.

3.3 Organizational setup

The Agropark is designed in production units ofedelach, so that relative flexibility in both
management and size could be maintained. In cagmwth of the park, all facilities could
be expanded in units of 4 ha.

For the organization of the project, a “shoppindlhtancept was selected. In this setup, the
building is provided by a real estate developendid by banks or institutional investors. The
entrepreneurs would then be able to rent a unitibuilding per i which avoids high
investment costs for the entrepreneurs. The cardald be managed by an administrator
employed by a real estate management company. @tieecooperation between
entrepreneurs (e.g. for use of waste streams) wmaikhsured by long-term contracts
including ‘back-up supply’ in case of calamitiehelco-fermentation and energy production
would be managed separately by an external paliy.gains from the synergy-functions
were to be distributed among the entrepreneursrenbuyers by fixed distribution shares,
which should provide sufficient incentives to maintthe synergetic function.

This setup seemed most suitable to the initiatarspther forms were considered as well,
among which a cooperative of the entrepreneurss{plyscombined with shared ownership
(stock holding) by farmers and citizens in the o&Qi During the process, no contracts were
used as a coordination mechanism, and there westaded business plan designed.

3.4 Process

The process of realizing the Agropark can be cuntgpthree separate stages: a design phase,
a consolidation phase, and a realization phasepiidject has been called off during the
consolidation phase.

The first idea for Agropark 1 on this specific Idoa came up in a meeting between a
representative from a research institute who haa evolved with Agroparks for a longer
period of time, and a representative from the cargghat was to be facilitating the location,
who worked as a strategic planner. A representétbre the Innovation Network was also

part of the process from the beginning. The re$eaapresentative discussed the plan with the
strategic planner, and soon external companiesethawerest, ranging from energy and
feedstuffs companies to chemical industries. Resdiand national governments were invited
to join the brainstorming process, as well as arONat represented environmental interests.
Other NGOs, for instance animal welfare interestigs, were invited but explicitly took
distance from the project. Only one agriculturaldarcer from the horticultural sector was

15



involved at the first stage. No livestock farmerr&found to participate in the first stage of
the process, and also during the second phaseitiaars had difficulty finding
entrepreneurs that were interested in joining tlogept.

With the stakeholders gathered during the firstsghavorkshops were organised. These
workshops served two goals: brainstorming abowtsder the Agropark and building trust
among the stakeholders. The presentation of thétsesf the workshops can be marked as
the start of the consolidation phase. In this phiesesibility studies were performed by two
consultancy firms. The whole process was charae@ry the fact that there were a lot of
changes within the group of stakeholders; manyiggmdropped out during the phases and
few were involved during the whole process. In aal@ation report, written before the
project was officially called off, the need for oparty to take up the role of a ‘puller’ of the
project in realizing and running the Agropark wagpéasised. On the contrary, the tasks
associated with project leading were divided amttvegthree initiators. The plans for
Agropark 1 were - what was supposed to be tempwratopped three years after the first
plans were made, followed by a thorough evaluadicthe process. After this evaluation, the
project has stagnated and was officially called off

3.5 Field of force analysis

In the project, around twenty stakeholders werwelgtinvolved. They originated from
regional and national governments, knowledge imst#, industry, agriculture and NGOs.
Apart from these parties, there were also stakehnslhat were not participating in the
process, but on the contrary took distance frofout,still had an influence on the
development. In the case of Agropark 1 we can roantvo animal welfare organizations, the
Dutch ‘Friends of the earth’ organization, and didgovernment officials that did not
approve of the idea. These ‘shadow’ stakeholdersiar expressed in the tables 3.1, 4.1 and
5.1, but where their influence on the developmeatgss was relevant, they will be
mentioned and included in the analysis.

In table 3.1, an overview is given of the stakebddhat were actively involved in the
development process and their role in the diffestages of realization.

Table 3.1 The role of stakeholders in differengstaof the process of Agropark 1

DESIGN PHASE CONSOLIDATION PHASE REALIZATION
PHASE

STAKEHOLDERS ROLE STAKEHOLDERS ROLE

Innovation Network | « Initiator e Bank e Investor Process

Research institutes | ¢ Researchand |+ Construction e Partner (ind.) stagnated
initiator development

Farmer’s * Representing company

organization farmers’ e Transport e Partner
interests organization (logistics)

Communication e Communication | « Construction e Partner (ind.)

bureau company &

Location facilitating | « Initiator, consultancy

company investor e Educational institute| «  ‘Brainstorm’

Waste processing e Partner partner

company (industry)

Chemical industry e Partner (ind.)

Feedstuffs company | « Partner (ind.)
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Consultancy bureau
Energy company
Environmental NGO

Province
Logistics innovation
group, funded by

Consultancy
Partner (ind.)
Representing
environmental
stakes
Government
Government
(Ministry of

Ministry of Agriculture)
Agriculture

Horticultural Entrepreneur
producer

Meat processing Partner (ind.)
company

(Source: partly based on Brewgtal, 2007 and Anonymous (2), 2009)

During the process, differences in perception aquetations between stakeholders became
apparent. In the following overview, the differémterests and expectations of the
stakeholders, grouped by common interest, arelghiyewn (based on Breuet al, 2007

and Anonymous (2) and (3), personal interviews, 9200

ENTREPRENEURS

Interests Profit maximization

Expectations Perspective on long-term sequofits
Attitude Commercial, reserved

INDUSTRY (FUTURE PARTNERS)

Interests Profit maximization

Expectations An innovative new business, new markets

Attitude Commercial, opportunistic

RESEARCHERS

Interests Acknowledgement by knowledge institute, reputatior

Expectations Contributing to a new innovation

Attitude “Show piece”, committed

GOVERNMENT

Interests Reputation

Expectations A new sustainable form of agriculture with broad
public acceptance

Attitude Reserved, committed yet influenced by public opinio

INITIATORS

Interests Making the concept a success, reputation

Expectations A successful Agropark

Attitude ‘Show piece”, committed
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CONSULTANCY/COMMUNICATION

Interests Profit maximization, reputation
Expectations Possibly a loyal long-term client (the Agropark)
Attitude Commercial

In chapter 6, these roles and perspectives widlriayzed, supported by the theory in chapter
2, and compared to the situation in the other sasdies.
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4. Case study Agropark 2

The second Agropark that is considered, is duteguriting of this thesis (mid 2009) in the
process of obtaining environmental permits forizagion. According to the project leader
(Anonymous (4), 2009) prospects are good and #rerat this moment no serious threats to
realization. Therefore, this Agropark will be calesied as the ‘successful’ case in this
research.

For Agropark 2, the following research questionl @ addressed in this chapter:

- Which stakeholders are involved in developing ezaldizing the Agropark?

- What are their interests in, influence on andeexgtions of the project?

- Which coordination mechanisms are selected duhaglevelopment of the Agropark?

First, an overview is given of the background & goject and the goals of the project are
stated. Second, the proposed park setup and oeg@mizvill be described, followed by an
explanation of the process. The chapter ends withvarview of the involved stakeholders
and a field of force analysis, which will answee ibove mentioned research questions, and
on which the analysis in chapter 6 will be based.

4.1 Background

Agropark 2 started as an idea for the spatial etugg of mushroom production, glasshouse
horticulture and pork and poultry production, congal with a central co-fermentation plant
for waste streams (van Steekelenbetrgl, 2005). During the process, the plans have been
changed to a synergetic combination of pork andtpoproduction with a shared co-
fermenting installation, when the greenhouse anghmom producers withdrew from the
project. The goals of the Agropark remained theesgamshow that inter-sector cooperation
and a focus on the re-use of waste streams carndeaadl innovation and sustainable
development, by creating opportunities for quaghitgduction with high standards for animal
welfare, high energy efficiency and low environnatturden, while cutting down on
transport and production costs (Anonymous (4), 2009

The first idea for this project originates, as oggubto the other two case studies, from the
producers’ side. Two entrepreneurs from the regibare the Agropark is due to be realized
met one of the founders of the Agropark concepa omeeting about innovations in agro-
logistics, and started considering the idea of gropark. The entrepreneurs who took up the
initiative, already had their business in the apfem region and considered it a good location
for an Agropark because one of them already hausptzere for a large scale intensive
livestock farm. It is in an area that is appoinbgdhe government as a development region
for intensive livestock production (a LOG, “Lando®ntwikkelings Gebied”), which

makes it a plausible choice for an Agropark. Atbe, entrepreneurs have good contacts with
other producers in the region, as well as with gtiduand the local government (Knowhouse,
2009).

4.2 Description
Agropark 2 will consist of large-scale intensivg pnd poultry farming, combined with

manure co-fermenting and processing. The pigs anttrg will be kept in different
buildings, but located close enough to ensure pamfficiency, whilst integrating several
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stages of production. Poultry will be slaughtereesie, pigs will be slaughtered in an
abattoir less than 80 km. away (Katlal.,2008).

Pig and poultry farming cannot gain much from eeitters waste streams, but they can
benefit from shared facilities for processing ofsteastreams (a central materials exchange
plant), and shared water, energy and feed supphje processing plant, the reuse of residual
flows and by-products within the Agropark is maxzed and valuable resources will be
created for in- as well as external use. Produead &ind energy can be delivered to
greenhouses and livestock farms in the neighbouridoowhouse, 2009). The transport of
inputs to and from the outside world is minimizgddoncentration in one large flow (van
Steekelenburget al, 2005). Apart from waste streams from the Agropteddf, by-products
from the food industry and energy crops from owghte park can be processed in the co-
fermenting installation to create heat, energy @mpost (Buck Consultants International,
2008). Apart from expected gains in cost efficiertbg cooperation will generate
environmental benefits, in terms of €@duction due to energy production from biomass an
the reduction of transport movement.

In the original plan, when there was still greerd®borticulture and mushroom production
accounted for in the park, the goal was to adapptduction facilities to each other in such
a way that the nutrient cycle could be closed high extent. This was no longer feasible
when the two latter producers withdrew. At thismidhe plans were reconsidered and a more
flexible system was adapted to allow producersitergor leave) the park at a later stage.
The sustainability goals can still be met but ikesmthe system less vulnerable (Anonymous
(4), 2009). Apart from the livestock producerseehnical engineering company takes part in
the realization to deliver the technical equipmetdted to the co-fermenting installation and
remains involved in the Agropark as a shareholder.

The way of manure processing into compost, watdmaimerals is a novelty, at least on the
large scale that is planned for in the Agroparke phoducts from the Agropark will be sold
as sustainable and animal friendly products.

4.3 Organizational setup

According to the initiators, the setup of Agrop&rksks for a new kind of business model, fit
for the intensive cooperation between pig farmansoultry farmer and a technical
engineering company.

In the first stage (planning) contractual agreemerdre not yet an issue for the partners. But
as the process went on, and at a certain momeamfpeaneurs stepped out the process, the
necessity to make some agreements became apgarpreayent parties from withdrawing
whilst taking the newly generated knowledge withnth This is when a business plan was
made, together with some conditions for futurememd. These agreements could not have
been realized in the first stage of the proceserdang to the partners (Anonymous (4),
2009).

During the process, many arrangements were made orformal basis. According to the
project leader, the nature of the project makespissible to create formal agreements on
most topics. This would involve too high transast@osts, because changes are due to
happen during later stages as there is a high téueicertainty. This explains the
dependency on informal agreements in the firstestag
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Nevertheless, as the planning process went oneagnes were made on the form of
cooperation, on the allocation of tasks duringptecess, as well as on deadlines,
confidentiality and later on also about decisigyhts and, as mentioned, clauses for
entrepreneurs withdrawing from the project. Makiingse agreements is said to have cost the
most energy in the first stage of the process ta@dhitiative for this was in the hands of the
appointed project leader (not one of the entreprex)eThe technical and economic aspects of
the project were not experienced as problematitese were said to be easy to cope with
compared to the organizational part (AnonymousZapo).

In the operational management of the Agropark etlseparate corporations will remain, with
agreements between each other about the synepgetsc In this way, each entrepreneur can
be fully responsible for his own operational demisi and accounting, while the part that
influences the other corporations will be dealtwitirough a combination of formal and
informal agreements. At this moment, mid 2009, ootiacts are drafted yet as the project is
still in the consolidation phase, but the expeotats that the main lines of cooperation will
eventually be defined in contracts. The poultryrfas one corporation, the pig farm is
another corporation with two owners, and the coafarting installation will also be a
separate corporation, but with multiple owners;glgeand poultry farmers will be equal
shareholders and the technical engineering comywihlge a (percentually smaller)
shareholder as well. There will be no umbrella argation; all shared facilities will be
coordinated with contracts and/or agreements betweethree corporations (Anonymous
(6), 2009).

4.4 Process

The very beginning of the idea for Agropark 2 amggfies with two livestock producers that
were considering cooperation to gain mutual bemefin combined input- and output streams
and energy production on manure basis. They ac@tigmet a researcher who was involved
with Agroparks, which made the entrepreneurs canslik idea of realizing their ideas in an
Agropark (Anonymous (4), 2009). In a process ofrim@mrming about innovative

development in the region, with representativemfthfferent backgrounds present, a group
was formed which would take up the stimulation goalance of the innovative agricultural
initiative in the region. This group has put fordar project leader that has as such supervised
the process of the Agropark from the beginning.

In the design phase, brainstorm sessions were iseghwith the initiators, other interested
producers and government officials. Greenhousedudidrists were invited, but they stepped
out of the process because of the negative pupirdan about intensive livestock production;
they did not want to be associated with this. Aerested mushroom producer stepped out
due to financial difficulties on the own farm (Angnous (4), 2009). The design phase was
followed up with a consolidation phase, in whicteation has been paid to determining who
the partners are that will actually participateha project, making a blueprint of what the
Agropark will look like and making a business pland communicate the idea to the public
and interest groups. On initiative of the projeetder, a network of government officials
from different levels was formed which has provem¢ valuable in overcoming difficulties
posed by underdeveloped regulation for innovatiegegts like the Agropark. Because
contact was frequent and lines were short, timédcoe saved on legal processes. For some
time during the process, Agropark 2 was appointeahgporal experimental status by the
Ministry of Agriculture (Anonymous (4), 2009).
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Apart from communication, in this stage a lot déation was paid to drafting some formal
agreements between the partners as well as onltedaimg, to overcome the differences in
the ways of working and problem solving that exddbetween the partners.

Early 2009, requests for environmental permits veerg out, which was a milestone for the
participants. It is expected that the approval blgiven by the end of the year, after which
the next phase (realization) can commence. Nodudifficulties are expected during the

process by the project leader.

4.5 Field of force analysis

In the following overview, the stakeholders in freject are shown. The overview is limited

to partners that have had a substantial influencine process. The stakeholders are grouped

in the phase in which they entered the process.

Table 4.1 The role of stakeholders in differengstaof the process of Agropark 2

DESIGN PHASE CONSOLIDATION PHASE REALIZATION
PHASE
STAKEHOLDERS ROLE STAKEHOLDERS ROLE
Not yet
University 1 Research Environmental Representing achieved

Consultancy bureau/
knowledge broker

Technical
engineering company
Municipality

Pig farmer 1

Pig farmer 2

Poultry farmer
Mushroom producer
Ministry of
agriculture

Province

University 2
Research institute

Coordinating
process, project
leader,
communication
Technical
engineering,
shareholder
Local
government
Partner/Entrepre
neur
Partner/Entr.

Partner/Entr

Entrepreneur
(withdrawn)
Government

Government
Research
Research/
coordination

interest group

Local interest group

Glasshouse
horticulturists
corporation
Consultancy bureau

env. stakes &
animal
welfare
Representing
(part of)
public
opinion
Entrepreneur
(withdrawn)

Consultancy

(Source: Anonymous (4), 2009 and Knowhouse, 2006)

During the process, specific attention has beed fmabringing the differences in perception
and expectations between stakeholders to the suitfathe following overview, the different

interests and expectations of the stakeholdersipgia by common interest, are drawn (based

on Anonymous (4), 2009 and Anonymous (6), 2009).
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ENTREPRENEURS

Interests Licence to produce (fetdor intensive livestock
production), profit maximization

Expectations Extending economic activities

Attitude Commercial, committed

TECHNICAL ENGINEERING COMPANY

—

Interests Opportunity to experiment with new techniques,
profit maximization

Expectations New entrepreneurial chances, spreading the concep
when it proves successful.

Attitude Commercial, committed

RESEARCHERS

Interests Accreditation, reputation

Expectations Development of new knowledge

Attitude ‘Show piece’, committed

GOVERNMENT

Interests Reaching policy targets, reputation

Expectations A new sustainable form of agriculture with broad
public acceptance

Attitude Committed, yet sensitive for public opinion

PROJECT LEADER (FROM GUIDANCE GROUP)

Interests Reputation, knowledge on new innovation
Expectations Learning experience on complex innovation,

contributing to successful new development
Attitude ‘Show piece’, committed

INTEREST GROUPS

Interests Public interest, maintaining support from their niems

Expectations A new development with possibly negative implicatig
to their interests

Attitude Ranging from ‘reserved’ to ‘committed to preventing

realization’

In chapter 6, the results shown in this field atanalysis will be used to answer the
research questions, making use of the theory ipteh@.
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5. Case study Agropark 3

The third case that is considered in this reseasch)arge-scale Agropark to be built on the
outskirts of a major city, located far away frone tihevelopment team and the possibly
participating entrepreneurs. After three yearslafnping and development, the project is at
the moment put on hold. Although it is unlikely thiae Agropark will eventually be realized
in the form that was originally planned, the iritra has not been officially called off.
Therefore, Agropark 3 can be placed between ther tito case studies in terms of success.
For now, it is unknown what the next steps wiltbeards realization (or cancellation) of the
project (Anonymous (7), 2009).

In this chapter, the following research questioilshve addressed for the third case:

- Which stakeholders are involved in developing eealizing Agropark 3?

- What are their interests in, influence on andeexgtions of Agropark 3?

- Which coordination mechanisms are selected duhaglevelopment of the Agropark?
To answer these questions, the chapter startsavstiort section on the background of the
initiative of the park. It continues with a destignm of the park and of the proposed
organizational setup. This is followed by an explgon of the development process. The
chapter ends with a field of force analysis.

5.1 Background

Agropark 3 is described in the plans as a largéesggropark, and has been initiated by an
investment company on demand of a local governmiémbugh a contest, a research institute
was selected to develop a plan for an Agroparkckviiould be part of a newly developed
ecological area near the city. The goal of the pgr& is to implement a new form of
agriculture to supply the city with food, in a saisible, yet intensive and highly efficient
way. According to the plans for Agropark 3, thidlwe reached by spatial clustering of the
total production chain, thus combining agro-progsegsand non-agricultural functions like
energy production and waste and water managemketeby, animal welfare will be
improved and transport movement and veterinargniskuced (Anonymous (1), 2007).

The proposed location, a yet to be developed nai@a would be suitable for an Agropark

for several reasons. The nearness to a large rotgspossibilities for product marketing and
for providing the required labour force. The fawttit is located in a yet-to-be-developed
region also creates specific opportunities; fotanse, there are plans to create a new harbour
in the region near the Agropark, which is a chaoogain from the improved logistic
possibilities this brings whilst influencing thevddopment of the harbour to fit the specific
needs of the Agropark (e.g. a railroad to the gatdd be integrated in the building plans of
the harbour).

Apart from agricultural production, the region wilhve a recreational function too, and there
are plans to create on-site housing for the worketise Agropark (Anonymous (1), 2007).

5.2 Description
In Agropark 3, a combination will be made of aghiatal production and processing, together

with other functions like recreation, knowledge el@pment and education. There will
presumably be livestock production as well as gnease horticulture included, together with
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the production of mushrooms, although the exactigoation of enterprises has not yet been
decided on.

For the combination of agricultural activities, sead scenarios are developed. The scenario’s
entail options that include pigs, mushrooms, greesh horticulture (ornamental plants),
algae & fish, poultry, dairy, or even insects, flegtor horse breeding. Most likely, pigs,
poultry, mushrooms and greenhouse horticultureeviintually be the basic enterprises in the
Agropark, as they are included in each of the seagisg Anonymous (1), 2007). A network

of pipelines and conveyor belts is supposed tamuwugh the park to take care of the
processing of energy, GOwater and waste streams; the goal is to creel@sad cycle with
only the outflow of valuable products like cleanteraand energy.

In a demonstration area, visitors will have theapmity to gain insight in all stages of the
production process via webcams. Also, informatsgiven on sustainability in general,
Agroparks elsewhere in the world and the circulatavsystem in the park. Apart from this
informative function, the park area will also bétahle for recreation both on land and water.
A second goal of the Agropark, apart from food andrgy production, is to develop
possibilities for education in agribusiness andwdedge development on the park site.
Finally, a business and trade center is also tadladed in the Agropark.

Within the designated developing region of 86°kam area of 27 kfris supposed to be taken
up by the Agropark. Inside the boundaries of tihemaflexibility is kept for the

implementation of enterprises in terms of sizés the goal to handle space as economical as
possible, making use of multiple storey buildings apatial clustering of closely related
activities.

5.3 Organizational setup

Already during the early stages of the processiniprtance of contracts became apparent.
In the planning phase, agreements were made drasig of effort and on schedules, but not
on deliverables as it was considered too muchléiak page to get any more formal than
this. In entering the second phase, the reseastituite that worked on the plan put up formal
contracts with the initiator for the next steps;ading to the project leader at a rather late
time. This was said to be a very intensive procedas the investment company was not
eager to sign contracts at this stage. In thesegaia some agreements on financing and
partners and time schedule were made — be itath@rincomplete way, as the process still
entailed a lot of uncertainties (Anonymous (5), 200 he creation of these contracts was an
effort; they were signed when phase two had alretalyed. As a reason for the long time it
took to create and sign these contracts, cultulf@rdnces are mentioned, together with the
novelty of the process: no ready-made contractdcbalpulled out of a drawer. At the whole,
the process depended mostly on informal agreemehtsh were held together by trust and
friendship (Anonymous (5), 2009).

When the park is realized, it will be owned and byra cooperative that will also finance the
construction of the park. The shareholders of theperative are an investment company,
knowledge institutes and government institutiortisTtombined cooperative is responsible
for the management of the park and will appointttagay managers and a park director.
Within the park, the separate enterprises are graglby the cooperative. This implies that
the park has a hierarchical organizational strectuwith well defined roles and tasks
(Anonymous (1), 2007).
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The agricultural entrepreneurs will therefore bekayed by the cooperative, but maintain the
decisive power on which enterprises will be presetiie park and how they will be run. In
the plans, a strict division is made between teks@f the designers, the managers and the
entrepreneurs; the latter will remain in chargéheir own enterprise, facilitated by the park
management. It should give the entrepreneur tleelna to be an entrepreneur instead of a
‘stand holder’ (Anonymous (1), 2007). Intermedipéeties will be appointed to guard the
cooperation between the different agents in thk.par

5.4 Process

As with the previous cases, the development of pgrio 3 can be divided in three phases;
planning, consolidation and realization. During Wréting of this thesis, the process was put
on hold during the consolidation phase. It is untndf the process will continue and in what
form.

The first initiative for Agropark 3 lies, in constwith the other two cases, on the side of a
local government, which functions like a principathe development of the park. In the
development of a new rural area located near aitygan innovative rural park was planned
for. To collect ideas on what this rural park slibiglok like, a competition was held in 2002.
The Agropark concept, entered in the contest lsaarch institute, won the competition and
was from then on included in the development pro¢adsonymous (5), 2009). A distinct
feature of the process of Agropark 3 is the neatbtiperate with (semi-) government
officials who have the role of initiator or prinaip in an area distant from the developers —
both spatially and culturally, which may accountg$pecific institutional challenges. The first
phase was co-financed by the investment companypwphkdowledge development-
stimulating funds of the involved research ins&gut

The investment company is closely related to ananited by the local government, which
made that the decisive power was with the governmwiicials and not with the investment
company who did the actual developing of the Pahle process was eased by a platform of
government officials, which proved to be helpfukeeping the pace in bureaucratic or
legislative matters (Anonymous (5), 2009). Durihg initial phase, the leader of the project
was a researcher who was linked both to the ab@rgiomed research institute, and a
government-based research and consultancy progtaerieadership role changed a number
of times as the process went along, but for thet masninent part the appointed project
leader was a member of the research institutecrae up with the concept, who at the same
time was involved with the development of AgropargAnonymous (7), 2009). Apart from
the project leadership, the roles changed a lavdet persons during the whole process.

In the development of the concept, specific attentvas paid to including partners from all
‘sides’ in the process from the start: entrepresi@adustry, government, and research. Only
interest groups were missing in the first phasa stakeholder group, but apart from the fact
that it can be disputed if interest groups shoalke tplace in this early stage, were they at the
location of the Agropark not actively present. Galetthe first phase went along well
(Anonymous (5), 2009). There were producers inwiblvem an early stage on, which
resulted in their commitment and participationhie process, although there were some
changes in the group of entrepreneurs concerned.
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The planning phase was finished in 2004, followga lguotation by the investment company
to continue with the second phase — the formatfaoncrete plans for the implementation as
well as a business plan. A master plan, creatpthiase 1 by the team of researchers from
different involved institutes, was approved by liheal government, and further research and
development of the plans was requested by the timesd company, but without assigning
financial support. The research institute, and witm the appointed project leader, decided
to stop their cooperation in phase 2 as the investmompany was not willing to promise
financial support at this point. So for them theqass ended at the beginning of phase 2. The
lead was then taken over by a team of researcharsadoperated on writing the master plan.

In the consolidation phase, entrepreneurs wereghtadogether by the project team to try to
form a consortium that would eventually operatéhm Agropark. However, the plans were
still too unclear for the entrepreneurs to giveddrthat they would invest the park, which
implied that no specific business plan could batemi While the consolidation phase was
moving along, the project leading team started &iera point of getting financial support on
a contractual basis from the investment compargpitinue. This proved to be difficult, and
the researchers decided to put the developmentldrnfdr as long as no funds could be
provided. This is the current situation. It is uotum whether the investment company, which
also had alternative plans running for the areli,cantinue with the development of the

Agropark.

5.5 Field of force analysis

In the development of Agropark 3, a number of partvas involved with a larger emphasis
on government officials than in the first two casedies. In the following overview, the
stakeholders concerned are mentioned in the phaskich they entered the process.

Table 5.1 The role of stakeholders in differengstaof the process of Agropark 3

DESIGN PHASE CONSOLIDATION PHASE REALIZATION
PHASE
STAKEHOLDERS ROLE STAKEHOLDERS ROLE
Not yet
University 1 Research Construction knowledge achieved
Local government 1 Initiator, company input, ind.
government partner
University 2 Research Communication communicati
University 3 Research bureau on advice
University Medical Research Food processing future partner
centre company (ind.)
Research institute Research, Seed production future partner
consultancy, company (ind.)

Government-based

project leading
Initiator,

research program investor,
coordinator
Consultancy Mediation,
bureau/knowledge coordination,
broker fundraising
Local government 2 Investor,
entrepreneurs
Producer’s Entrepreneurs,
cooperative knowledge
suppliers

Waste management
company

future partner
(ind.)
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Industrial investment
company

Investor,
initiator,
coordinator

(Source: Anonymous (1), 2007 and Anonymous (5)9200

The specific interests, expectations and attitudelse groups of stakeholders are drawn in
the following overview (based on Anonymous (5) @&mbnymous (7)):

ENTREPRENEURS

Interests Profit maximization, bgipart of innovation
Expectations New markets, securing lormge@rofits
Attitude Commercial, committed

INDUSTRY (FUTURE PARTNERS)

Interests Profit maximization

Expectations New markets

Attitude Commercial, reserved
RESEARCHERS

Interests Acknowledgement, reputation
Expectations Development of new knowledge
Attitude “Showpiece”, committed, commercial

GOVERNMENT (INITIATOR)

Interests Status, reputation

Expectations Securing long-term food security, creating suceéssf
Agropark

Attitude “Showpiece”, committed

MEDIATORS/PROJECT LEADERS

=

Interests Reputation, creating new knowledge
Expectations A successful Agropark with new forms of cooperatio
Attitude “Showpiece”, committed

CONSULTANCY/COMMUNICATION

Interests Profit maximization, reputation
Expectations Possibly a long-term client
Attitude Commercial

In the analysis (chapter 6) we compare the infoionain the three case studies, utilizing the
theory on new institutional economics, in ordedtaw conclusions in chapter 7.
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6. Analysis

In this chapter, the information that has beengme=sl in the description of the case studies
will be analyzed and linked to theory. In discugdsiine different aspects, the order of the
research questions is maintained. The chaptes stétft the differences in definitions of
success and failure that have passed in the thssestudies. Then the most important factors
determining success or failure for the three casdiess will be discussed. The chapter ends
with discussing the importance of leadership ardctioice for coordination mechanisms in
the case studies. In the conclusion (chapter 7)ehdts of this chapter will be summarized
and linked to the research questions.

6.1 Perception of success and failure

The definition of success appeared to differ betwtbe case studies, but most strongly
between groups of stakeholders. The perceptiofadtife” was interpreted more universally
in each of the three cases. For instance in Agkopaftsuccess” according to the initiators
would have been reached at the point where a dunsoof entrepreneurs who would have
been formed, to set up a detailed business platharscenter the realization phase. So, apart
from whether or not the park would be profitabléha long term, the initiators would
consider the project a success if a business pésnmade and the third phase would be
reached (Anonymous (2), 2009). There were no ergngurs among the respondents, but it
can be doubted whether they would have the sarampnetation of “success”.

The second case study in this research shows alifeagent view then the first. Although not
operational yet, this combination of intensive piguland pig farming and a shared bio-
energy plant has promising prospects at the tinteisfresearch, and would in the definition
of Agropark 1 be a success already. According éqptioject leader, Agropark 2 will be
considered a success if it is operational andrafp@sed sustainability measures are included
(Anonymous (4), 2009). For the producers, succassarslightly different meaning: an
operational Agropark with the emphasis on profiigbiThe project leader also mentioned
intermediate goals that have already been reaatdra part of the success: making a
contribution to knowledge about innovative projdetelopment and new forms of
cooperation (Anonymous (4), 2009). This can be ssesuccess from a researcher’s
perspective.

The third case study lies somewhere between ther bilo with respect to success. For now
the process is postponed and it is unknown whétiel be picked up again by the
investment company, and in what form it would therrealized. “Success” would mean to
the project leader that the investment companyl@al government formally agree to invest
in realization of the plans and entrepreneurs stih@iv commitment to take part in the
Agropark (by investing time, money and knowleddéjis shows a strong similarity to the
definition of success in case 1. Although real@ais not to be expected in near future,
intermediate goals have been met for the knowlaugédutes: knowledge is generated on the
development of innovative networks, and a leapasienn the development of the Agropark
concept (Anonymous (6), 2009). This makes the ptgartly a success already in the view
of the researchers that are involved. In this pEatye, “failure” in the true sense is no longer
possible for case 3.

Nevertheless, Agropark 3 would be acknowledgedaiked” by the stakeholders when the
investment company formally withdraws from the phahich implies that the park will not
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be made operational. This corresponds strongly thghdefinitions of failure for the other
two case studies. In Agropark 1, for the projectrmxs, the end of the project was definite
when one by one all partners stepped out of thegss) making further continuation
impossible. Also for Agropark 2 failure would me&m poth the entrepreneurs and the
researchers, the termination of the process, enditgut realization of the plan.

From this, we can conclude that “success” has mdiffemeanings to two well-defined groups
of stakeholders: the entrepreneurs on the one &athdhe researchers on the other. The
perception of “failure” is more or less the sameath case. For entrepreneurs, “success” is
strongly related to profitability, while initiatoxriginating from research pay more attention
to whether theprocessproved to be successful (i.e. the third phasatisred) and new
knowledge is developed.

6.2 Factors determining success and failure

In chapter 2, a number of institutional factors mwentioned that were expected to be an
influence on the development of an Agropark. lis gection, the factors are discussed that
have proved to be of importance in the three chgbes. Leadership and the choice for
coordination mechanisms will be discussed sepgratedection 6.3 and 6.4.

Lack of well-developed institutions (e.g. legisia)i

In chapter 2 the problem of insufficiently develdpegislation specifically for Agroparks is
mentioned, as well as the uncertainty posed by iimo@nsistency. The latter was not
experienced as a problem in the case studies; gonat-related problems were however
present in some cases.

In case 1, the process was not developed up tstdlge where problems in legislation came to
the surface. However, it was acknowledged by tiimtars that committed support from
government officials can certainly speed up or sttmwn the process, as they can influence
public opinion, assign an experimental status ¢oAgropark, or influence decisions on
higher levels positively. Case 2 did experiencespnoblems with legislation in practice. For
instance, the transport of manure via pipes fromamterprise to another is legally seen as
‘transport’ and each batch should therefore betksh the reality of the Agropark it is
actually ‘internal’ transport, and it is very ina@mient (and useless) that the existing
legislation for manure transport accounts heres Tan example where legislation is lagging
behind. The project team around Agropark 2 haveesblhis for a great deal by initiating a
team of government officials that comes togethdodd at such matters and find solutions.
Hence, by cooperating with stakeholders from theegament side who show commitment,
the legislation problem can be dealt with. In casi was acknowledged that legislation and
bureaucracy considerably slowed down the processrigmous (7), 2009). It is however not
mentioned as a factor responsible for (dangeraiti)rie.

As Agroparks are to some extent dependent on gmaarhsupport, to overcome the phase in
which sustainability measures are not yet proféabime inconsistency of the funds forms a
possible threat. In case study 1 and 2 this wasaeledged, but not experienced as a real
threat to development. Some funds that were usédance the process in earlier stages are
no longer needed; hence there is no time incomsigt®d be found there. In case 3, the
uncertainty of government funds is not mentionedatiermore, each of the Agroparks is
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planning to eventually be profitable without gowaent support, which probably explains
why the respondents showed no concern.

There is however a third way in which governmeiats pose a threat, and that is related to
public opinion. As the local government at somenpbas to give approval to the realization
of an Agropark at a certain location, they havepgbeer to stop the park from realization.
NGOs can influence the government and thus hirfdedévelopment. In the first case, this
was a serious problem. The concept has been extftma a number of locations due to
public resistance. This resistance was the resaltvisual presentation of the Agropark as a
‘pig flat’ that caused great aversion among thelipuli appeared to be very persistent,
despite several attempts to explain the improvesnenthe level of sustainability and animal
welfare that can be gained in an Agropark.

Apart from the influence on government officialse tpublic opinion also proves to influence
entrepreneurs. They are aware of the possibledgadation that they would get from
working in the Agropark (as occurred in case 1 2ndProducers’ organizations also proved
to be hardly supporting of the Agropark concepttlpdecause it will only benefit very few
of their members and on the other hand could famatgcompetition to all the others
(Anonymous (2), 2009). Reputation also played a fot the producers’ organizations. The
lack of support was experienced as problematithbyentrepreneurs in case 1 and 2. It did
scare off some producers and it slowed down thegsin Agropark 2, but was not
considered a crucial factor in success or fail@@ncluding: legislation does in some ways
form a problem associated with Agroparks, but #sloot need to form a serious threat to the
succeeding of the project. It can slow down theess but is not likely to be a factor
determining ‘failure’ for Agroparks in general, whe/e consider the case studies in this
research.

Differences in background and culture

Cultural differences were in chapter 2 mentioned psssible problem, as the Agropark
concept asks for close cooperation from producers ¥ery different professional
backgrounds; for instance a pig producer that pgpesed to team up with a greenhouse
horticulturist and a waste management companyadtiindeed proven to be an issue in the
case studies. Especially in Agropark 1 it was difi during the process for all stakeholders
to understand each others problems and expectafists the livestock producers were
reluctant to move to a site which is not a rurabarand which would not allow them to live
near the farming site. This is not so much a caltproblem between participants, but is
inherent to the Agropark concept, which is mosthcpd in a more industrial setting.

In Agropark 2, which can be considered the mostessful of the three cases, culture was
not considered a very important problem. Culturtietences happened to be small; the
entrepreneurs that take part are from the samerregiughly operate in the same business
and knew each other well before starting with tlggodark which created a broad basis of
trust. Between the most important partners therefmendship. These are some very case-
specific and fortunate properties that have prdedre of great importance, but that cannot be
‘created’ when lacking in other cases. Hence, caltdifferences were not mentioned here as
an issue, but there were differences present istitie of working and coping with problems,
but acknowledging these and making them expli@ved sufficient to overcome them
(Anonymous (4), 2009).
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However, in case 2, the greenhouse producers steppief the process because they feared
that the bad reputation of livestock production lddulemish their ‘green’ image — they did
not want to be associated with it. This can be sses sign that cultural differences were
present in Agropark 2 and that it was a challermggfeenhouse horticulturists and livestock
producers to cooperate; the initiators however ltadt with this by excluding the
horticulture branch from the Agropark plans. On aliger hand, it can also be argued that the
dropping out of the greenhouse horticulturists mase because of the fact that they entered
in a later stage, which automatically excluded thieom the committed ‘incrowd’ of the
initiators. In that sense, it is not culture whproves to be the problem but the stage of
entering and social capital.

Case 3 showed a very different picture. The faat tiee principal and the location of the
eventual Agropark are very distant from the devete@and entrepreneurs, accounted for
some very specific institutional challenges; cudtutifferences were much more present than
in the other two case studies, which made that conication during the process took more
effort. Hence, cultural differences were presenhadevelopment of Agropark 3, but were
according to the project leader not a threatermagpf. In fact, it proved to be less of a
problem than was expected (Alterra, 2005).

As a whole, cultural differences played a veryatint role in all three cases. But we can
conclude that in general, cultural differences leetwstakeholders will be present and it
strongly depends on the situation and the persomdvied how this will be dealt with. It is a
problem inherent to the concept of the Agropark.

Differences in interests

The field of force analyses in sections 3.5, 4.8 a5 show that there are differences in
interest between the stakeholders. Although theres@me different nuances in the three
cases, in general the main interest of the entnegirs and industry is (long-term) profit
maximization, for the researchers this is reputatiod knowledge development, for the
governmental institutions reputation, and for toenmunication or consultancy bureaus the
main interests are both profit maximization ancutepon.

It is no surprise that the interests differ, but@ding to the case studies the differences in
itself do not have to be a threat for realizatibhney can be overcome by continuous
acknowledgement of each others interests and mrdspéct for these interests. This can be
done by very carefully guiding the process and mpggufficient attention to this, which is a
task for the project leader. The processes of Agnfoft and 3 have shown, that when this
acknowledging of interests fails, the risk of ogpaistic behaviour becomes a threat resulting
in trust issues. Where in case 3 these probleme cgnat a later stage, in case 1 there has not
been sufficient common ground from the start. Mogblved stakeholders had a reserved
attitude towards the project; they were willinggiain but not to invest or to take chances.
According to researchers that evaluated the protessnterests were too far apart to create
the trust and commitment that is necessary forkiimd of innovation (Breuret al, 2007).

To summarize, it can be said that differencestierest have to be dealt with carefully, but if

an atmosphere of mutual respect and sharing of katly& can be maintained, it does not
need to form a threat to the realization process.
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Trust

The incompleteness of contracts, and with thae#tpected importance of social capital is
mentioned in chapter 2 as a specific challengegrbparks. It appeared from the research
that this was indeed the case: social capital tiowg to be the most important factor
determining success or failure. Truas in all case studies considered an importardiion

for success. In Agropark 2 it was said to be thstrimoportant factor by the project leader
(Anonymous (4), 2009). In the developing proces&griopark 2, a certain level of friendship
and trust was already present from the start apdheers already knew each other. However,
in the beginning of the process the attitudesedantf somewhat businesslike and reserved,
but trust grew considerably during the processniadly all parties involved in Agropark 2
acknowledged trust as a basic condition for a ssfaedevelopment process.

In the first case study, the level of trust was livthe beginning (Breure et al., 2007). Efforts
were made to make trust grow through workshopshithvthe partners would gain
understanding for each others interests; this teffas however not sufficient to create the
trust that was needed to deal with other diffi@dtin the process. Lack of trust is not
explicitly mentioned by the respondents as a faotdailure of the project, but it is
recognized as a negative influence on other factors

In Agropark 3 trust also came forward as a veryartgmt factor. It is emphasised by
Anonymous (5) that the inclusion of new partners westly based on the network around
the development team, in which people already kaeevtrusted each other; this way
entrepreneurs, as well as other possible partnems ihdustry, consultants and engineers
were involved in the project. Trust between thealig@ment team and the investment
company was vulnerable, as proven in the seconsiepbiethe project. As appointments were
not met and the differences in interests were ngdo acknowledged, the level of trust was
severely harmed, which according to the projeadédeaontributed to the postponing of the
project (Anonymous (5), 2009).

The complexity of setting up a project like an Agadk appears to rely strongly on social
capital, especially since there is close coopemnagguired from a great diversity of
stakeholders. How ever ideal the other factorsdalization may be, the development of an
Agropark needs a core of people who completelyt tind understand each other, and are
fully committed to the cause. It appears to besaadeondition that strongly influences other
factors. If trust is not present in an early stapis, difficult to create it later on in the prase
how ever great efforts are put in to it. So, thd-keown adage about trust appears to hold
also in an Agropark situation: it comes by foot &ales by horse (Slangenal, 2008).

Commitment

A second factor of social capital that greatly endeal the chances on success appeared to be
commitment. In case 1, which failed in the endhef tonsolidation phase, there was a lack of
commitment, which was acknowledged by two respotsd@nonymous (2) and (3), 2009)

and in the evaluation report (Brewgeal, 2007). Although the three initiators of Agropdrk
showed commitment, they did not succeed in pagkisgn to entrepreneurs, possible
industrial partners and government officials, whgln indication that leadership qualities
were insufficient. Because of the reserved attitindé existed with most of the parties, no
consortium was formed that could take up the igafor the realization phase. It is

therefore mentioned explicitly as one of the reaswhy the project failed.
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In case 2 on the other hand, commitment from aguodentrepreneurs was high from the
start, and with the project leader they succeedgassing this on to other stakeholders. It is
mentioned by several participants in the procesmamportant factor for success
(Anonymous (4) and (6), 2009). Important to menti@ne is that the initiators of this project
were the entrepreneurs themselves, in contrabetother two case studies where the
initiative came from either researchers or govemnoéficials. From the start, the
entrepreneurs were determined to realize the Agkograd put full energy in this. The high
levels of trust and commitment minimized the riskrmral hazard and opportunistic
behaviour throughout the planning process. Itig 8&t due to high commitment possible
threats like differences in culture, objectives argectations were easily dealt with. The
commitment in case 2 was said to have grown stromfjen an opposition of NGOs against
the project appeared; it made the entrepreneursraeee determined to show that their ideas
can be realized.

In the third case commitment was also acknowledgpean important factor, and treated as
such. It was said to be quickly lost when mutuapet for the different interests of the
involved parties could not be maintained (Anonym(@)s 2009). This has occurred in case
three near the end of the second phase, whichedsnlthe postponing of the project.

From the case studies, a great threat to commitappeared to be the fact that creating a
stable group of stakeholders has proven to becdlffin the realization of an Agropark. The
development processes were in all three casesatbarad by frequent changes within the
group of stakeholders; parties dropped out andrsthtered at later stages, while only few
stakeholders were involved during the whole prac&ssontinuity in the group greatly
benefits social capital in the form of commitmednist and group dynamics, this makes
Agroparks difficult to realize. It is however sean a feature of innovative design; parties
come to have a look out of curiosity but dare neest in a later stage. In the most successful
case of the three, case 2, this problem is deéitlyi creating a contract in which the

involved entrepreneurs formally express their cotmmant. These contracts can be seen as
both an instrument to make commitment explicit, aac result of the existing commitment.
We can conclude that commitment is an importarityynerable property in the realization

of an Agropark. Commitment is related to leadershgye strongly than trust and can
therefore be controlled to a larger extent. It barpassed on to others where trust really has to
grow during the process. It appeared to be hetpfekpress commitment formally at some
point during the process to overcome the unceréaithat are inherent to innovation
processes like setting up an Agropark.

Entrepreneurs as initiators

Apart from the factors discussed in the theory thia2), the presence of enthusiastic
entrepreneurs at the first (planning) stage oizieg an Agropark was empirically found to
be a favourable, if not necessary preconditiomdy be possible to realize an Agropark
without producers as initiators, but it is expediede difficult; the three case studies are
however not sufficient proof to state that it woblkelimpossible. What we have observed, is
that the one case where the entrepreneurs todkeupitiative themselves, the development
process went far more smoothly than in the otherdases.

In case 1, where the plan originated from the mebeas’ side and case 3, where it came from
the side of the government, it appeared to beddiffito pass on enthusiasm to producers in
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such a way that they were willing to show committreamd invest in the project. The negative
impact of this has been acknowledged by indeperm@spbndents (Anonymous (2) and
Anonymous (3), 2009). In case 3, it was also ackedged that although entrepreneurs were
found to participate in a later stage, the levata$t and commitment was not high enough to
actually form a consortium that would take up tperation and realization of the Agropark.

In case 3 it was mentioned by the project leadatrttie emphasis was possibly not enough on
the entrepreneurs in the first phase, due to aralltifference; the principal did not
acknowledge the importance of the entrepreneutsaitirst phase (Anonymous (5), 2009).
This proves that although it was not possible thude entrepreneurs, the project leader was
already aware of the importance of the commitméentrepreneurs.

Apart from the entrepreneurs, also the involvenoémither stakeholders from an early stage
was said to be important, although there is noagent among the respondents on the fact if
it is desirable to incorporate all stakeholdersririhe very start. Some were very determined
about the importance of this (Anonymous (4) and 26P9), while others put question marks
on whether e.g. local governments or NGOs shoulgdbeof the early brainstorming phase.

It was said to be possibly slowing down the proecgssecessarily and that it would be better
to create a commonly agreed concept first withettiieepreneurs and researchers before
discussing it with the world (Anonymous (2) and, @909). However, the key importance of
involving entrepreneurs in the process in an estdge is acknowledged unanimously by all
respondents.

6.3 Leadership

To discuss the importance of leadership in the sas#es, we return to the definition of
leadership mentioned in chapter 2:

“interpersonal influence, exercised in a situatamd directed, through the communication
process, toward the attainment of a specified gogbals”. Focussing this definition on
leadership as influence on others resulting in@dstic commitment, we can state the
following about the leadership in the case studies.

In Agropark 1, there was not one single person teb& up the leading role. The project was
led by a two researchers and a strategic planaeb#lieved in the possibilities of realizing
the Agropark at that specific location. Althouglesk three persons had very much the same
ideas, and had well defined roles, they could namage to streamline the process and pursue
other parties to invest in the concept or creatiicgent mutual consent. It was later on
acknowledged by the team that the lack of leadprsad a negative influence on the process
(Breure et al., 2007). In an evaluation reportttem before the project was officially called
off, the need for one party to take up the rola gduller’ of the project in realizing the
Agropark is mentioned. It is emphasized that eménegurs and other parties could have
possibly been persuaded to take part in the prot#dss was coordinated with more
authority, and communicated with more enthusiasrorigy/leading person or party (Breate
al., 2007). Other factors that were negatively inficed by this lack of leadership were
communication with external parties, constructiesign and management of the process.
Cooperation between the interested parties coud haen stimulated with strong leadership
(Anonymous (2), 2009). So, for Agropark 1 (lack é&adership can be considered a key
factor that contributed to the failure of the patje

For Agropark 2 on the other hand, where an exter@éct leader was appointed by the
entrepreneurs, leadership proved to be well exdand effective. Leadership has shown to
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have an effect on cooperation between the entreprencommunication with external parties
and streamlining and coordinating the planning pssc Considering this, we can pose that
leadership of the project leader has shown to kesydactor for success in this Agropark.

For case 3 leadership was placed in a more diffimaition. Here also, an external project
leader was appointed who did a great effort in dm@ting the process and communicating
enthusiasm to possible partners. Different perbang taken up the leading role in different
stages, but there has been one person for thedbpgeaod of time during the process who
took up the responsibility for the project anddkraowledged by other stakeholders as the
project leader or ‘face’ of the project. This pijéeader showed good leadership qualities
throughout the process: authority, enthusiasm hadaapability to transfer this to other
persons, and making efforts to streamline the m®ead facilitate good communication
between stakeholders (Anonymous (7), 2009). Theerteader paid specific attention to
maintaining an atmosphere of mutual respect fodifierent interests of the stakeholders
(Anonymous (5), 2009). However, both from the ppats side as from the entrepreneurs’
side, authority of the project leader was not Irsiiiations acknowledged, which expressed
itself in disputes. Also, when the concept stattelde successful, several stakeholders tried to
make the project ‘their showcase and lost theswwfor the interests of other parties.
Eventually this had a negative effect on the leweélsust and commitment. Due to the great
spatial and cultural distance between severalgyaating stakeholders, it was a very complex
process compared to the other two case studiesolld state that these contingencies are a
result of failing leadership, but it is more likedye to the nature of the process and the parties
involved that good leadership alone was not swfitio overcome the negative influence of
other factors and make the project a success (Anoog (5) and (7), 2009). It was however
acknowledged that the changing of project leadermughout the process has had a negative
impact on the development (Anonymous (5), 2009).

From this we can conclude, that leadership is defina factor of great importance in setting
up an Agropark. However, case 3 shows that evamtivé best effort in sense of leadership,
if the other determining factors are troublesonagléship alone cannot guarantee success.
But we can conclude that in case 1 the lackingnefleading person had a definite negative
impact on the project. It negatively influenced doenmunication with other parties, the way
that conflicting interests were dealt with and tlyarelated to that, the commitment by
(possible) partners.

6.4 Coordination mechanisms

In the case studies and the previous sectionsjsgasted the institutional factors that play a
role in determining success. We will now identifietrelationship between factors in the
institutional environment (like culture, leadershipust) and the institutional arrangements
that are chosen for each Agropark.

Use of contracts during the process

During the process, in some cases contracts werkargl in others not. In case 1, there were
hardly any contracts used in the process, whichalssconsidered to be unsuitable in the
situation as too many things were still unclear.t@nother hand, in both other cases,
contracts were made during the process, as a waake the commitment of the involved
partners explicit. In case 2, after the desigrttierpark was decided on, the three
entrepreneurs signed formal agreements in whichd¢bmmitted themselves to invest both
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time and resources (Anonymous (4), 2009). The ktzkers mention explicitly that after the
first stage of planning, contracts are very impairtahe lacking of contracts or other kinds of
formal agreements in case 1 can be argued to iga @fsa low level of commitment. For

case 3, there was a diminishing in the commitmetited near the end of phase two, and the
project leader deliberately tried to avoid oppordgtio behaviour of the stakeholders by
putting op contracts. This is said to have takgneat effort; the long process of gaining
approval of the involved parties with the contragés accompanied with high transactions
costs. Cultural differences and the novelty offihcess were mentioned as the reasons why
these transaction costs for concluding the contwace so high. Despite this fact, as the most
important coordination mechanisms during the preceast was mentioned; its place can not
be taken by contracts (Anonymous (5), 2009).

In both case 1 and 3, the lacking of a business q@sulted in a stalemate situation for
contracting: entrepreneurs are reluctant to foyr@immit themselves to participation in the
Agropark as long as no business plan can be shbwsis not surprising, as the
entrepreneurs have in the first place an econamecest — they want to make a decision
based on a business plan. But, as long as it isleat what kind of producers will enter the
Agropark, what the size of their enterprise willdel how it will be run, it is merely
impossible to create a business plan, ending apstalemate situation. In case 2, this problem
is overcome by the fact that the initiative origesfrom the producers themselves. They have
a shared goal and can work on the business plémeamown account. In situations where the
entrepreneurs are involved in a later stage, thppears to be a very reserved attitude
maintained among the producers until a businessqaa be put on the table to be discussed.

Asset specificity

The use of contracts can be seen as a way to dbalhe fact that although uncertainty and
sunk costs are considerable, there is no tangdsletget in which the asset specificity can be
expressed. In some way lock-in is deliberatelytegt@n case 2 by putting up formal contracts
for participants, so they have to express theirradment. During the process, it appeared
that a sunk investment exists in setting up an pgri that had not been accounted for
beforehand: knowledge. It had not only been mohetalso the effort of the innovative
process that they invested, with as an output ¢eeknowledge on how to perform the
development of an Agropark. Before this was ackedgéd, parties could drop out and take
this knowledge with them without any consequence tlds is the way the project team of
Agropark 2 dealt with the sunk investment of knaige that at first glance not created lock-
in; they made the lock-in visible in a contractsdlin case 3, the problem with the sunk
investment of knowledge was faced. Here, the poaddried to gain from the knowledge
while being reluctant to invest, which is an exaenpl opportunistic behaviour.

Due to these experiences, knowledge is now coresicem asset by the project members, and
treated as such by means of contracts (Anonymqgugsdand (7), 2009). This is to prevent
further opportunistic behaviour of project partndrise newly generated knowledge, first seen
as an externality, is made excludable by the cotgrand therefore ownership can be defined
more easily. As expected according to figure hé,dutting up of these contracts was
accompanied by relatively high transaction costsof@ymous (5), 2009), as asset specificity
and uncertainty were high for the knowledge investiThe transaction costs were higher in
case 3 than in case 2, which was to be expectedcase 2, the levels of trust and
commitment are considerably higher than in casa8,hence the incompleteness of the
contracts could be dealt with more easily.
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The ‘classic’ forms of asset specificity and locktnat are related to investment in tangible
assets, was not present in any of the three casesn& of them have been realized yet. There
is no building there are no machines, there is tmdyeffort and funds put in the development
process. This makes asset specificity an inteigstimcept in the context of Agroparks.

Governance structures in the operational phase

For the operating of Agropark 1, a “shopping matthcept was considered. The choice for
this form had been strongly influenced by the fheat entrepreneurs were reluctant to invest
in the project; offering a ready-made building whproducers could join in, with low
investment costs, was supposed to make joininé\tinepark less risky for the producers.
The day-to-day management of the park would beertainds of an independent party. The
risks and profits would remain with the producewegn business in private ownership;
synergetic cooperation between entrepreneursf(g.gse of waste streams) would be
ensured by long-term contracts. Hence, the entneprs retain the control rights over their
own business, and only share the risks and pnefitsthe other partners over the shared
functions. The partners were to be equal in theagament, and residual control rights over
the shared functions divided among the partneifixby shares. These features imply that
this is a hybrid form with a stronger dependencyarmality and (relatively complete)
contracts than on hierarchy and informal modalities

The choice for this formal kind of coordination rhaaism can to large extent be explained
by the low level of social capital that was obserdering the process. In the shopping mall
concept, the development of personal relationskipesss important that e.g. in a cooperative.
Social capital is replaced by long-term contradswever, it can be disputed if this
organizational form would be fit for an Agroparktsgy, which is bound to meet unforeseen
difficulties which will prove the contracts to becomplete — and this is where social capital is
needed. Based on the observed lack of trust andnd@oment between the partners, moral
hazard and opportunistic behaviour are realistieats to this concept. Whether or not this
kind of institutional arrangement would have worlkedhe Agropark setting cannot be told
for sure, as the project has been called off batabzation. Nevertheless, considering the
presumed importance of social capital in hybridrfsy it can be argued that the separate
ownership/shopping mall model would not have maieia in realization.

In Agropark 2, as the coordination mechanism setkftir the operating of the park, a system
of ‘chained corporations’ consisting of three sepaicorporations (BV's) is planned for. This
implies that private ownership is maintained targé extent, and the producers will be the
residual claimants of their own business. The sh&aeilities are run by a corporation in
which the three partners are equal share holdmgsttier with the engineering company
holding a smaller share. Risks and residual incewidoe divided among them accordingly.
These arrangements were preferred by the entrepsedeae to the relative autonomy that can
be maintained in this setting; each of the prodsibass the freedom to make his own business
decisions. The co-fermenting installation (the “Biwergy plant’) is also run as a separate
business. The interdependence between the parsranganized with contracts, which are yet
to be developed. The uncertainties and incompleteakcontracts can be dealt with due to
the high level of trust between partners. In thecpss of realizing the park, leadership will
gradually shift from the external project leadexaods the group of entrepreneurs. As they
will be running the Agropark, they have to take ot lead, and hopefully retain the good
works of their predecessor. Again, the high levarast and commitment will show to be a
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supportive backup to the incompleteness of cordyast the risk on post-contractual
opportunism is low. Considering this, the choseordmation mechanism has a good chance
to succeed in the long term.

The system of “chained corporations” that is plahfoe, is actually a hybrid combination of
multiple hierarchical organizations. Within eachipgmration, hierarchy will be the
coordination mechanism, but between the three pmgées contracts and informal agreements
are the main coordination mechanism and relatigusshie equal. The high level of trust and
mutual consent that is present will keep enforcdrests low. This makes that this
institutional arrangement can also be determinealtagorid form; albeit more regulated
through hierarchy and informal modalities thanase study 1.

In case 3, of which it is yet unknown whether ot the Agropark will be realized, depending
on the investment company, a far more hierarclugatdination is planned for. The park will
be owned by shareholders from the investment coyppanowledge institutions and partly by
the local government. Together these shareholdens & consortium that is responsible for
the management of the park and will appoint dagldg-managers and a park director. Within
the park, the separate enterprises are under plegssion of the company. This means that
the park has a strongly hierarchical organizatistraicture, with well defined roles and tasks.
This dependence on hierarchy can be explainednoyrdoer of factors. Partly, it is due to the
local culture in which the Agropark will be embeddehich is businesslike and hierarchical
by nature with a strong emphasis on governancaonof that, the initiative for the project
originated from a semi-government, not from entepurs, which makes the choice for a
more formal organization form more plausible thathie other two case studies.

While the managing of the enterprises is done byptioducers (be it under supervision), the
residual claimant in the Agropark will be the cortigon. The fact that producers are not part
of the consortium carries a risk of opportunisnitjias there is information asymmetry
between the consortium and the entrepreneur, tinepeaneur could take hidden action to his
own benefit without the notice of the consortiuno. grevent this, enforcement costs are high,
which makes this governance structure less favéairatan Agropark setting than a hybrid
form in which the relationships are more equak lik the other two case studies. In figure 2.1
the selected coordination mechanism of case stuyl@l be placed far more to the right
than the other two, and can be characterised alasostpure hierarchy. This can partly be
explained by the low level of social capital instlcase, as it is known that hybrid forms
strongly depend on mutual consent and trust far #féiciency. The organization form of the
“shopping mall” concept of case 1 can be placedthoothe left, and the system of ‘chained
corporations’ of case 2 somewhere in the middlghBloese coordination mechanisms can be
identified as hybrid forms.

In chapter 7, the research questions and hypothald®e answered, summarizing the results

that were found in this chapter. Also, the researdgctice will be discussed and
recommendations will be made.
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7. Discussion & conclusions

In this chapter, the answers of the research gqueswill be summarized. The chapter ends
with a short reflection on the research and sorcemenendations.

1. Which stakeholders are involved in realizing and rmning an Agropark?
2. What are their interests in and expectations of th@roject?

In all three case studies, the stakeholders indoiveluded researchers, government
institutions, agricultural producers, industriatrepreneurs and communication and
consultancy bureaus. The exact overview per caséedound in tables 3.1, 4.1 and 5.1.

The groups of stakeholders appeared to have ditfesemetimes conflicting, interests, as
well as different expectations of the projects. dherview of these interests are expressed in
the field of force analyses, in sections 3.5, A& a.5.

3. Which coordination mechanisms are selected duringhe development of the
Agropark?
4. Which institutional factors influence the choice fo a coordination mechanism?

During the process, contracts appeared to be diderable importance. In two case studies
contracts were made during the process, as amnimetrt to express that partners are
committed. The stakeholders mention explicitly thiér the first stage of planning, contracts
are very important for the continuation of the @®& It appeared that the choice for either a
formal or informal, price driven or hierarchy drivgovernance structure for the operational
phase could be explained by social capital propgrtevels of trust, commitment, and
cultural values among the partners.

5. How can “success” and “failure” be defined for an Ayropark?
6. What are the institutional factors that play a rolein the success or failure of
Agroparks?

The definition of success appeared strongly depgratethe role of the actor. During the
research, different perceptions of success wenedidout they were reducible to two
definitions. For entrepreneurs, “success” is sthpngjated to profitability, while initiators
originating from research pay more attention to thvbetheprocessproved to be successful
(i.e. the third phase is entered) and new knowlesigeveloped. The perception of “failure”
is more or less the same in each case.

Summarizing the importance of institutional factorshe development process, the following
was foundlInsufficiently developed legislati@oes in some ways form a problem associated
with Agroparks, but it does not need to form a@esithreat to the succeeding of the project.
It can slow down the process but is not likely #oabfactor determining ‘failure’ for
Agroparks in general, when we consider the casestun this researciCultural differences
played a very different role in all three casest Be can conclude that in general, cultural
differences between stakeholders will be presedttastrongly depends on the situation and
the persons involved how this will be dealt withisla problem inherent to the concept of the
Agropark.Differences in interestan be overcome by continuous acknowledgement and
respecting of each others interests. Case 1 aade8shown that if this respect is lost, trust
and commitment are affected negatively and canftihas a threat to success.
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Social capitalappeared to be of great importance in all three sagliesTrustappeared to

be a basic condition that strongly influences ofhetors. If trust is not present in an early
stage, it is difficult to create later on in th@pess no matter what effort put in to it. Trust
indeed comes by foot and leaves by horse. Furtherme can conclude thabmmitments

an important, yet vulnerable factor in the real@abf and Agropark. It is related to
leadership more strongly than trust and can thezdde controlled to a larger extent. It can be
passed on to others where trust really has to gumimg the process. It appeared to be helpful
to express commitment formally at some point duthregprocess to overcome the
uncertainties that are inherent to the kind of wratmn process like setting up an Agropark.

Finally, an empirically found factor of great impamce, was the presence of enthusiastic
entrepreneurs at the first (planning) stagferealizing an Agropark. It has proven to be a
favourable, if not necessary precondition. It maypbssible to realize an Agropark without
producers as initiators, but it is expected to iffecdlt; the proof of three case studies may
however not be sufficient to state that it wouldreossible.

7. Is leadership of the project leader a key factor foan Agropark to succeed?
8. What other factors are influenced by the (lack ofJeadership?

We can conclude that leadership is definitely adiaof great importance in setting up an
Agropark. However, case 3 shows that even wittbte effort in sense of leadership, if the
other determining factors are troublesome leadpmloine cannot guarantee success. In case
1, the lacking of one leading person did have ategimpact on the project. Leadership
influences mostly the communication with internsvgell as external parties, the way that
conflicting interests are dealt with and, partliated to that, the commitment by (possible)
partners. Streamlining and coordinating the plagpirocess can be greatly improved by good
leadership.

Hypothesis 1:
“Leadership is a key factor in determining successr failure of an Agropark”

Answering the first hypothesis, we can state tbatiérship proved to be an important factor
in the development of Agroparks, although it appdarot to be the most crucial factor. Trust
and commitment can be seen as the most importetor$a if these are lacking, good
leadership alone is unlikely to make the projestiecess. Nevertheless, it has been shown
that leadership can have a definite positive infieeon the process and also affects other
factors positively or negatively.

Hypothesis 2:
“Due to the characteristics of an Agropark, the mosplausible choice for the
coordination mechanism is a hybrid form”

Referring to the second hypothesis, we can conchatehe properties of an Agropark make
hybrid forms indeed the most plausible choice fooardination mechanism. Although in one
of the cases a hierarchical organization form lisc$ed, we can state that due to the high level
of uncertainty that is inherent to Agroparks, agoance structure that relies on social capital
is the most plausible choice.
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Discussion

In this research, we have tried to identify thdifnsonal challenges in realizing Agroparks
by means of literature study, semi-structured inésvs and theoretical analysis. What results
is an overview of the processes around the devedapof a novelty in the agricultural
landscape, that can hopefully offer some recommeordato future initiatives.

A drawback of the study is, that the limited numbkthree case studies was taken into
account; however, it must be noticed that Agroparksstill in the development stage and no
park is operational yet up to this day. This imglibat writing this thesis was in a certain
sense pioneering. This feature also resulted iressurprising findings, as it was not clear
beforehand which institutional factors would conpeas the most important. This also
explains why not all factors found are treated dygwxtensive n the theory chapter.

Although the Agropark is a new kind of enterprisedgriculture, it is not unique in the sense
of its multi-stakeholder innovative character. @teeamples of leap innovation with the
involvement of a great diversity of partners camientioned, like business parks with shared
facilities, the development of a new kind of ragldothrough protected areas and different
countries, or even the organization of large seaénts like the Olympic Games. Lessons can
be learned from all kinds of situations in whiclopke are compelled to cooperate in an
uncertain environment with multiple stakeholdemirdifferent backgrounds, dealing with
conflicting interests. In this thesis, such othearaples are not discussed. But for Agropark
initiators, there certainly are examples to leaom¥, and they do not stand alone in their
innovative approach as they may expect.

Summarizing the conclusions, the following recomdations can be made for future
Agropark initiatives. An important finding is thete fact whether the initiative came from the
entrepreneurial side or not, turns out to be odgmaportance for the success. The kind of
project that an Agropark is asks for high level¢rost and commitment from the
entrepreneurs, and it is very hard if not imposstblcreate this when the initiative comes
from a knowledge institute or (semi-) governmentitkermore, appointing a capable project
leader is an important feature, as well as makorgraitment explicit during the process via
contracts. If these institutional factors are siéintly fulfilled, and a solid business plan is
made, chances are that institutional challengesddaflicting interests, cultural differences
and legislative difficulties can be overcome in tlexelopment of the Agropark, and the
challenge to lift high-tech, high-quality and highstainability agriculture into the 21

century will be met in a most extraordinary way.
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