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Exccutive
fummary

Cooperatives are competing with world
class organizations for both markets and
producers. Since producer-members are the
backbone of cooperatives, it is imperative
that they understand and have knowledge
of operations, policies, decisions, and fu-
ture directions. A survey was taken of
producers' attitudes and expectations
about cooperatives as they compete in a

~rapidly changing environment. This sur-

vey was enlightening about producers’
attitudes and support for traditional op-
erating principles.

While cooperative members generally
were supportive of their respective or-
ganizations, their attitudes about goals,
directions, and priorities were troubling,
Even more disturbing was their lack of
support for the basic cooperative princi-
ples underlying cooperative structure and
operations, which provide the underpin-
ning for cooperatives. Members were
more intent on protecting a “home” for

their product and shielding themselves
from regulation than on looking into the
future .and making the necessary invest-
ments in developing their cooperative to
compete in an increasing international
marketplace.

In particular, their lack of strong sup-
port for the user-finance principle poses a
significant challenge for cooperative man-
agement and boards. Increasingly, coop-
eratives will require more capital, for up-
grading both operations and marketing
programs, in order to compete. Lack of
understanding of how this capital can re-
sult in enhanced profits and returns as
well as protecting producers' homes for
their products could jeopardize producers'
long-run viability. A significant challenge
to cooperatives will be to educate both
members and nonmembers about the need
to be flexible in a changing competitive
environment and the responsibilities of
members to provide the necessary support.



intcoduction

Cooperatives have played an important
role in the development of California ag-
riculture. They were organized to provide
marketing power and production econo-
mies in their raw product processing ac-
tivities. Cooperatives have also engaged
extensively in educational and informa-
tional activities to the benefit of all pro-
ducers, not only their members. In many
respects, however, cooperatives are simi-
lar to other forms of business.

In order to survive, firms in the food
and fiber industry, including coopera-
tives, need a global vision regarding pro-
duction and marketing planning. These
firms have to develop a flexibility that
will enable them to adjust and adapt to
changing economic, political, and market
conditions. Many firms and industries are
turning to political solutions to maintain
or secure a competitive edge over foreign
producers.

Recent changes in the global com-
petitive environment have been coupled
with a significant transformation in the
structure of the food and fiber industry.
Since the late 1940s, the number of food
processing companies in the United States
has been steadily declining, with the sur-
vivors becoming larger in size. These

larger companies are usually multination-
al and global in their outlook. They look
to market requirements first, and then
source their inputs according to quantity,
quality, price, and market delivery speci-
fications. In addition, they develop and
have access to market information that is
not available publicly.

The changing structure of the food
and fiber industry poses a significant
chalienge for cooperatives. Cooperatives
need to adopt strategies and programs that
meet their competition in the marketplace,
which may mean a significant change in
their business practices. In adopting these
new ways, cooperatives' board and man-
agement must be able to explain their ra-
tionale and actions to their membership
and gain their approval, which may in-
volve a significant educational -effort.
Actions taken by cooperatives to maintain
or improve their competitive standing
should be consistent with traditional co-
operative principles. These principles are
often summarized as user-controlled,
user-benefit, and user-financed. It is im-
portant that members understand and ac-
cept both these principles and the deci-
sions that need to be made to keep their
cooperatives viable and competitive.



Maintaining their membership base is
crucial to cooperatives' survival, Coopera-
tive members provide both capital and
patronage to the business. This patronage
is reflected in the provision of raw prod-
uct in the case of marketing cooperatives
and purchase of inputs in a supply coop-
erative. Increasingly, cooperative mem-

bers, particularly producers of quality raw .

products, are being solicited by other
firms. When producers leave a cooperative,
patronage diminishes {impacting economies

of scale and market power) and financial -

capital is lost. Communication with mem-
bers to gain their understanding and sup-
port regarding the nature and purpose of
their cooperative and the changes that
need to be made is just as important to a
cooperative's survival as competing in the
marketplace.

Also crucial is communication from
cooperative members about their concerns
and expectations. A survey was conducted
in order to determine agricultural producers'
knowledge and ‘understanding of the under-
lying factors of cooperative operations and
performance, and their expectations of their
cooperatives (see figures 1 through 7 re-
lating to the General Background ques-
tions). The following analysis provides
guidance to cooperative boards and man-
agement regarding their members' knowl-
edge and expectations about principles,:
priorities, and performance as they en-
gage in strategic planning to compete ef-
fectively in the twenty-first century. Also
presented are some insights into commu-
nication needs and programs with mem-
bers. A brief review of the survey meth-
odology is presented on page 35.



General
Background

0. In what county or counties do you farm? Zip-
code(s)?

1. Under which legal form is your farm organized?

2. What is your position within the farm operation?
(circle one) Farm Owner/Manager — Adminis-
trative/Recordkeeping — Other Employee,

3. What is the size of your total farming operation,
both leased and owned?

Total Acres

Commodity Acres

Figure 1. Distribution of Farms by Size




General

Background
(Continued)

4. How  many different crops do you grow:
(circleone) ! 2 3 4 5 6ormore

5. Of the total acres you farm, how many are
in your cooperative? Acres

Figure 2. Number of Diffevent Crops Produced by Respondents



General

Background
(Continued)

6. In addition to your cooperative, how many

other cooperatives do you belong to?

(circle one)

12 3 4 5 6ormore

. Membership in More Than One Cooperative




General

Background
(Continued)

7. How many years have you beén a member
of your cooperative? (circle ong)
Sorless 6-10 11-15 16-20 21-25 over 25




General

Background
{Continued)

8. How many years have you been engaged in
farming? (circle one)
Sorless 6-10 11-20 21-30 31-40
41-50 over 51

|

Figure 5. Years Engaged in Farming




General

Background
{Continued)

9. What is your age? (circle one) -
under 25 26-35 36-45 46-55

66-75 over75

56-65




General

Background
{Continued)
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10. What is your level of education? (circle one)
High School College (B.S.) College (M.S.) : '
College (Ph.D} College (other) '

Figure 7. Level of Education




The
Survey

The survey was developed and under-
taken with the cooperation and participa-
tion of 12 Califormia cooperatives. The
questionnaire and graphed results are
displayed as figures as close as possible to
the appropriate analysis section. Three
kinds of questions were included in the
survey, the respondents were asked to
indicate their level of agreement with
specific statements, grade various aspects
of their cooperative's performance, and
prioritize various issues. '
The survey was mailed to a random
sample of 2,500 cooperative members and
500 nonmembers during February and
March of 1991. The 12 California coopera-
tives that participated are listed in the sec-
tion titled Participating Cooperatives on
page 39. They include 8 marketing coop-
eratives, 3 bargaining cooperatives, and 1|

cooperative that is primarily a supplier to its -

members. While bargaining cooperatives do
not have the capital requirements of market-
ing and supply cooperatives, their role of re-
presenting their members' interests in the
marketplace is important. Increasingly, bar-
gaining cooperatives are taking on addition-

al roles in working with both cooperative
and other forms of business in gaining in-
creased market opportunities for their mem-
bers and other producers in an industry.

Of the 2,500 questionnaires mailed to
cooperative members, 33% were re-
turned. The response rates for the indi-
vidual cooperatives ranged from 17% to
56%. The return rate for the 500 ques-
tionnaires sent to nonmembers was 19%.
The resuits of the survey are displayed in
the Appendix. The average scores were
tabulated for each of the three respondent
groups—members of marketing and sup-
ply cooperatives, members of bargaining
associations, and nonmembers.

The analysis of the responses is pre-
sented in two main sections: cooperative
principles, and cooperative performance and
priorities. Overall, there were remarkably
few issues about which cooperative mem-
bers expressed strong opinions as a group.
In addition, with few exceptions, there was
little difference in responses between the
marketing and supply cooperative members
and the bargaining association members
where similar questions were asked.

11



12

Gooperative
Principles

In general, the members' responses indi-
cate moderate support for the user-bene-
fit, user-controlled, and user-financed co-
operative principles. It was expected that
members would have strong support for
these principles, which provide the foun-
dation for cooperatives' structure and
management. Absence of this strong sup-
port suggests many things, principally an
overriding need for education of both
members and nonmembers.

The User-Benefit Principle

Cooperatives are organized to provide
benefits to their membership; this state-
ment represents the user-benefit principle.
Members expressed moderate agreement
with the statements, Cooperatives should
be operated on a nonprofit basis (ques-
tion 19) and Final returns appropriately
reflect revenues above cost and a lotal
return on members' equity (question 20).
These statements epitomize the user-
benefit principle; they reflect the fact that
all revenues earned by cooperatives. minus
expenses should be returned to members.

The statement related to the user-
benefit principle that evoked the strongest
agreement of any question in the entire
survey from cooperative members was
Having a home for my production is im-

4

portant  (question 3J0). However, this
principle when compared against other
reasons why producers join cooperatives
ranked third, although a close third
(question 11). The first two reasons in the
comparative ranking were My cooperative
provides the most consistent returns and My
cooperative provides the best total returns,
Obviously, an important reason why pro-
ducers currently belong to a cooperative
is to have a place to market their crop
coupled with their expectations of consis-
tent and competitive returns.

Cooperative members agreed moder-
ately with the statement, Members of a
marketing cooperative should deliver all
of their production to it (question 14).
Their concurrence presumably reflects
members’ recognition of economies of
scale, and their cooperative's need to
maintain its production base even during
years when its projected returns may not
be on par with those of its competitors.
The members agreed moderately that
their cooperative's members benefit from
a continuous expansion of its business
(question 36); this support for growth
presumably stems from the members' rec-
ognition of the continuous need to de-
velop additional markets for an expanding
production base, which usually is the
cause of lower producer prices.

. .
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Strongly
Agree

Agree

Neutral

Disagree

General
Background

(Continued)

11. Which of the following influenced your decision
to join your cooperative?
{rank 1=highest, 7=lowest)
. The cooperative provides a home for my prod-
uct.
My cooperative provides the best total return,
My cooperative provides the most consistent
retums.
. My cooperative provides market development
My cooperative provides industry leadership.
Other

b

mmg 0w

[—— All Cooperatives Coop wlo Barg.Assoc.

—@— Bargaining Assoc.

- 4t - Nonmembers

Figure 8. Question 11A through 115

Q11F
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Cooperative
Principles

Please indicate your agreement with
the following statements by circling
the appropriate number (1=strong
agreement; 2=agreement; 3=neutral;, 4-disagree-
ment, S-strong disagreement; 6-don’t know)
12. Cooperalives should have open membership.
13. Voting in cooperatives should be on the basis of
“one person, one vote.”
14. Members of a marketing cooperative should
deliver all of their production to it.
15. Members of a supply cooperative should pur-
chase all of their supplies from it.
16. Cooperatives should not accept “nonmember”
business.

Strongly
Agree

17.

18,

19.

20.

21.

22.

Both cooperative members and non-members
need education regarding cooperatives’
goals, operatiens, and performance.

Retains arc considered a “cost of doing busi-
ness” in a cooperative, with no interest to be
receivéd.

Cooperatives should be operated on a “non-
profit” basis.

Final returns appropriately reflect revenues
above cost and a total return on members’
cquily.

Cooperatives should depend more on credit
than on members’ equity in financing their
operations.

The amount of credit that a cooperative bor-
rows has no relationship to a member’s fi-
nancial situation.

23. A cooperative should be the leader in every
aspect in its industry.

24. Cooperatives provide an essential alternative
for both members and nonmembers.

25, Cooperatives are worthwhile even if non-
members, who don’t financially support
them, receive some benefits.

26. The presence of a “bargaining associa-
tion” or cooperative in an industry provides
stability,

27. Bargaining cooperatives should always bar-
gain for the highest price without regard for
long- term consequences. _

28. Successful cooperatives are ones that organ-
ize around single and related commodities
rather than multiple ones.

——— Al Cooperatives COOP W/0 Barg.ASS0C. wamgmmm Bargaining Assoc. ....x.. . Nonmember

Agree

Neutral

Disagree

14

Qi Q18 Q20 Q21
Figure 9. Questions 12 through 28




Surprisingly, the members were: ot enthu-
siastic about their cooperatives' nonmember
business; they responded with neutrality to
the statements, Cooperatives should not ac-
cept nonmember business (question 16) and
To compete more effectively, cooperatives
must look to expand into products beyond
their members’ base production (question
39). Cooperatives' attention to nonmember
products could be considered a threat to the
members' primary goal of having a home
for their production as well as a perceived
need to enforce production discipline in
given industries so as to maintain profitable
price levels. The neutral response is reflec-
tive of the debate that is ongoing among

‘cooperatives 1n general about accepting

nonmember business and indicates mem-
bers’ concern that while doing so has advan-
tages, they also perceive disadvantages,
Hence, the strategy of accepting non-
member business needs to be analyzed care-
fully and explained to members. In addition,
cooperative members were wary about
their co-operative undertaking projects that
have a high degree of risk, irrespective of
the potential benefits (question 34).

The User-Controlled Principle

Most cooperatives have a democratic
voting structure, their members’ voting
rights are usually not weighted in propor-

tion to their patronage. Members agreed
moderately with the following statement,
Voting in cooperatives should be on the
basis of one person, one vole (question
13). Some producers feel disadvantaged
in a cooperative because their contribu-
tion in patronage is not appropriately re-
flected in their voting rights.

As in any democratic institution, mem-
bers’ interests are reflected in an elected
board. Members were -asked to assess how
well their interests are represented by their
cooperative's board and agreed moderately
with the statement, The board of directors
in my cooperative adequately represents my

“inferesls in managing the cooperative

(question 46). They also indicated that, in
general, there is no bias in their coopera-
tive's board representation with respect to
grower size (question 47).

The User-Financed Principle

Cooperatives operate under the user-
financed principle; as the owners, members
have the responstbility to contribute equity
capital to their cooperative. Most coopera-
tives obtain their member equity by deduct-
ing member retains from patronage divi-
dends. These retains are an underpinning of
the cooperative structure, used to provide
operating capital, finance production opera-
tions, and fund marketing programs.

15



Goals and
Performance

29. My cooperative should limit
members' deliveries to adjust to
declining or uncertain markets.

30. Having a home for my production is impor-
tant.

31. By securing the highest price formy product,
my cooperative will assure that I receive the

32
33

34,

35.

A bargaining cooperative would provide in-
creased stability to my commodity industry.
Patronage dividends are an important factor
in evaluating a cooperative's performance.
My cooperative should not undertake proj-
ects that have a high degree of risk, irrespec-
tive of po-ential benefits.

My financial resources are better spent in my
farming operation than in providing equity
for my cooperative

38

39.

40,

operations that my cooperative can under-
take. '

To compete more effectively, cooperatives
must become more international in scope.

To compete more effectively, cooperatives
must look to expand into products beyond
their members' base production.

High quality standards are essential to my
cooperative's financial -performance, even if
they increase producers' costs.

best possible retum 36. My cooperative's members benefit from a | 41. My cooperative and its members will in-
P ‘ : continuous expansion of its business. creasingly be affected by environmental
37. There are no limits to the size and scope of regulations.
———All Cooperatives g Coop w/o Barg.ASsSot. e Bargaining Assoc. - 4§ — Nonmembers
Strongly
Agree

Agree

Neutral

Disagree

16

Q33 Q34 . Q35 Q36
Figure 10. Questions 29 through 41
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Strongly
Agree

Agree

Neutral

Diéagree

Goals and

Performance
{Continued)

42.

43,

44,

45,

46.

I expect to increase my farming operation in
the near future.

My cooperative should make it easier to ex-
pand my production.

Managing a cooperative is unique and must
be evaluated differently from non-coopera-
tive forms of business.

My cooperative's management is working
effectively on my behalf in the cooperative.
The board of directors in my cooperative de-
quately represents my interests in managing
the cooperative.

47.

48.

49,

The board of directors is dominated by the
interests of’

A Large growers

B. Medium growers

C. Small growers

D. Management

E. Other

My cooperative should provide more serv-
ices. What services?

If another company offered to buy my coop-
erative at a price returning three times the
value of my investment, 1 would sel.

——JAll Cooperatives

Coop w/o Barg Assoc.

——e— Bargaining Assoc.  ~ & ~ Nonmembers |

Q43 Q44

Q45

Q46 Q47A Q478 Q47C

Figure 11. Questions 42 through 49

Q47D Q47E Q48 Q49
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The results of the survey indicate a
lack of strong support for (or, possibly,
understanding of) the user-financed prin-
ciple. Members were in mild agreement
with the statement, Retains are consid-
ered a cost of doing business in a coop-
erative, with no interest to be received
(question 18). Strong support was ex-
pected, but the result reflects the compe-
tition for producers by other firms as well
as a growing realization that alternative
means of financing cooperatives may
have to be developed. Members also re-
sponded in like fashion to the statement,
My financial resources are better spent in
my farming operation than in providing
equily for my cooperative (question 35),
not surprisingly, nonmembers actually
had stronger agreement with this state-
ment. The response to this statement re-
flects most producers' orientation to pro-
duction activities, over which they feel
they have more direct control, and their
view of a cooperative as a home for their
product rather than an advantage to them
for additional profit through marketing
programs. Strong disagreement with this
statement would reflect recognition by
member/owners of the financial capital
needed to finance processing and marketing
activities so as to gain them a competitive
advantage and would indicate an under-

standing that their competition is with other
processing/marketing firms and not their
neighbors who are also producers.
Cooperative members' reluctance to
fund their cooperative was also reflected in
their ranking of the biggest disadvantages to
being a member of a cooperative (question
55). They ranked takes too long to receive

-my final payment as the biggest disadvan-

tage and foo nuch money tied up in retains
as the next biggest disadvantage of coop-
erative membership. Hence, the issue of
how a cooperattve is to be financed, particu-
larly in a changing ‘competitive environ-

ment, needs a significant amount of atten- -

tion. This statement is particularly true if a
cooperative i1s going ‘to rely primarily on
member equity to finance the necessary pro-
duction and marketing activities needed to
maintain and improve its competitiveness.

Cooperatives as an Alternative

In addition to their support of the co-
operative principles, cooperative mem-
bers were surveyed about the general
benefits provided by cooperatives to agri-
culture. They agreed moderately with the
statement, Cooperafives provide an es-
sential alternative for both members and
nonmembers (question 24) and to a lesser
extent with Cooperatives are worth while
even if nonmembers, who don't financially

000000000000000000000000000000000000000000



support them, receive some benefits
(question 25). Stronger agreement was
evidenced with the statement, The pres-

ence of a bargaining association or co-

operative in an industry provides sta-
bility (question 26). These responses
taken collectively indicate that members
recognize that their cooperatives pro-
vide leadership, stability, and other
services to the agricultural sector. As
cooperatives compete with other entities
in an industry, their existence allows for
a comparison of returns and a counter-
vailing competitive force. Cooperative

members appear willing to provide an
umbrella or benefits for the rest of the
industry, although they are not neces-
sarily pleased about doing so.

The issue of bargaining associations

‘or cooperatives is also reflected in these

responses, particularly to question 26.
The response is reflective of a growing
recognition of the role that bargaining
associations can play in an industry in
promoting communication, providing
services, and enhancing marketing oppor-
tunities in addition to their activities in-
representing their members' interests.

19
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Cooperatives’
Petformance
and Prioritics

There are various dimensions to a coop-
erative's performance. In addition to their
production, marketing, and finance ac-
tivities, they also engage in government
relations and communications. Since
strategic planning is important to a coop-
erative's long-run direction, members
were asked to prioritize their Boards' and
their cooperatives' objectives.

General Business Practices

Members were asked to evaluate the
general business practices of their coop-
eratives. Members recognized the impor-
tance of international forces in their mod-
erate support of the following statement:
To compete more effectively, cooperatives
must become more international in scope
(question 38). They were cognizant of the
importance of product quality in the mar-
ketplace through their agreement with
High quality standards are essential fo
my cooperative's financial performance,
even if they increase producers’ costs
(question 40). However, members did
have concerns over a cooperative becom-
ing too large or diversified; they disa-
greed moderately with the statement,
There are no limits o the size and scope
of operations that my cooperative can un-
dertake (question 37). The outcome of
this question may well reflect members'
concerns relating to the financing of the

cooperative and their concern about risk
(question 34).

Management Performance

Cooperative management must sup-
port the cooperative principles, comply
with special cooperative regulations, and
address member relations, as well as per-
form the traditional functions of non-
cooperative business managers. However,
members in this survey did not appear to
recognize these operating differences;
they were ambivalent to the statement,
Managing a cooperative is unique and
must be evaluated differently from non-
cooperative forms of business (question
44). Further insight into the attributes of
good cooperative management are found
in question 53. For members of the mar-
keting and supply cooperatives, the top
two reasons ranked were "properly plan
for the efficient use of employees and fi-
nancial resources" and "understand and be
responsive to members' concerns." The
same ranking was given by nonmembers
as well. This response reinforces the
double challenge of cooperatives as ex-
pressed in the principles of cooperation,
which insist on balanced attention be-
tween the business management of the
cooperative and member programs. How-
ever, bargaining association respondents
provided a significantly different ranking,

2}



Goals and

Performance
(Conlinued)

Strongly

50. f your cooperative did not exist, rank
{1=most likely, 2=next most likely, etc.) the
following as alternatives:

A, Joining or forming another cooperative.
B. Selling to a non-cooperative that pays the
highest price.

. Selling to a non-cooperative that offers

the same services as my cooperative.

. Produce other crops.

. Do my own marketing,

. Exit farming.

51. Rank (1=highest; 2=next highest, etc.) the
priority you feel your cooperative should

Mmoo 0

give to the following:!

A

B.
C.
D.

e

Increasing the sales volume of your com-
modity,

Increasing the returns received for your
commodity.

Being competitive with other companies
in your commodity's industry.

Lowering operating and processing
costs.

Investing more ‘in marketing activities

‘and programs.

Borrowing more'credit for expansion.

Other

1Al Cooperatives Coop wio Barg.Assoc. —&—Bargaining Ass?c. w B - Nonmembers

Agree

AN NS

Agree

Neutral

Disagree

Qs08 Qsoc

22
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Figure 12. Questions 50 and 51
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Strongly
Agree

Agree

Neutral

Disagres

Goals and |32 Rank (1=highest, 2=next highest;- etc.) the

following as priorities the board of directors

Performance should undertake:
{Continued}

53. Rank (1=highest; 2=next highest, etc) the
following as attributes important for manage-
ment to be effective:

A. Closer supervision of management. A. Ability to handle people.
B. Closer control of operating costs. B. Properly plan for the efficient use of em-
C. Increased responsiveness to member con- ployees/financial resources.

cerns. C. Understand and be responsive to members'
D. Planning for the future. COoncerns.
E. Develop plans for continuous and dynamic D. Plan for the future,

Icadership in my cooperative, E. Ability to work with boards of directors
F. Looking for ways to grow. F. Meet members and the public equally well.

[——1All Cooperatives s Coop w/o Barg. Assoc.  ——#— Bargaining Assoc. " 8 ~ Nonmembers

Q52A Q528 QS2E Q52F Q53A Q53B

Figure 13. Questions 52 and 53

Q53C Q53D Q53E Q53F
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which reflected the makeup of the kinds
of activities and programs they present to
their members. Their ranking was to put
"members' concerns” first followed by
“ability to work with boards of directors."
"Planning for the future" was the third
ranking, followed by "efficient use of
employees and resources." This differ-
ence in ranking should not be surprising,
since bargaining associations are more
directed at providing member services
and programs and hence place a higher
premium on the attributes of management
directed to them. In addition, the other
nine cooperatives are engaged either in
processing and marketing or supply func-
tions and would place a higher premium
on management attributes directed to-
wards them.

Members were satisfied with their co-
operatives' management performance;
they agreed moderately with the follow-
ing statement: My cooperative's manage-
ment is working effectively on my behalf
in the cooperative (question 45). The last
question on the survey dealt with an
overall evaluation of cooperatives by their
members {question 71). The -members'
ratings averaged to a B+, which reflects
satisfaction with a belief that there is
room for improvement.

Planning

Cooperative boards have the priﬁaary
responsibility for setting policy and the
direction of the cooperative. Members

i
were asked to rank their board members'
priorities (question 52). A significant di-
vergence occurred between the nine mar-
keting and supply cooperatives and the
bargaining cooperatives, so the results
will be discussed separately.

For the nine marketing and supply
cooperatives, the ranking was: plan jfor
the future, closer control of operating
costs, develop plans for continuous and
dynamic leadership, increased respon-
siveness to member concerns, closer su-
pervision of management, and look for
ways 10.grow. Marketmg and supply co-
operatives, because of their investment

in assets, would be more concerned

about .closer control!of operating costs.
However, it can be argued that this

- function is not a responsibility of the

board but of management. Some boards
are criticized for their obsession with
"tinkering" with operations instead of
setting goals and objectives for man-
agement to accomplish. Looking for
ways to grow was ranked as the lowest
priority item, which is not surprising,
given responses to other questions relat-
ing to the size of the cooperative. What is
important is a cooperative's ability to re-
main flexible in order to adapt to chang-
ing conditions and situations, which re-
quires strategic planning.



Goals and 54. Cooperatives succeed for the following I. Avoid overextending credit to members.
reasons (rank as 1=highest, 2=next highest, |55. Please rank the following disadvantages of
Performance etc.): being a member of a cooperative (from
(Continued) A. Sufficient capital. 1=largest disadvantage, 2=next largest, elc.,
B. Use credit wisely. to 6=least disadvantageous):
C. Efficient management, A. Returns are not as high as in a non-coop-
D. Knowledgeable members of boards of erative business.
directors. B. Takes too Jong to receive my final payment.
E. Adequate business margins. C. Too much money tied up in retains.
F. Informed membership. D. Management dictates to growers.
G. Balance short run revenue gains with E. My interests aren't represented.
long-run sustainability of profits.
H. Avoid tying up too much money in fixed assets,
C—JAll Cooperatives @z Coop wio Barg.Assoc.  ———g=-—Bargaining Assoc. — #§ — Nonmembers |
Strongly
Agree
Agree
Neutral
Disagree :

Q54A Q548 Q54D

Q54E Q54F Q546 Q54H Q541

Figure 14. Questions 54 and 55

Q558 Qs5C Q55D
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The bargaining associations’ rank-
ing was: develop plans for continuous
and dynamic leadership, plan for the
Sfuture, look for ways to grow, increased
responsiveness to member concerns,
closer control of operating costs, and
closer supervision of management. This
ranking is explained by the kinds of
programs that bargaining associations
undertake compared with those of mar-
keting and supply cooperatives. Bar-
gaining associations are usually looking
for increased markets for their members
in order to enhance their bargaining ca-
pability. It is important to note that both
groups ranked planning for the future at
or near the top.

The members were also asked to pri-
oritize their cooperatives' goals. They
ranked increasing returns received for
your commodity as their cooperative's
highest priority (question 51). The lowest
ranking priorities were investing in more
marketing activities and programs and
borrowing more credit for expansion. The
low ranking for investment in marketing
18 not surprising, given producers' preoc-
cupation with relating competitiveness to
low-cost enterprises. However, if market
expansion is needed, cooperatives must
provide the necessary education to assure
support for market investment.

- 1

Government Relations

Increasingly, cooperatives and their
members are affected by governmental
policy and regulations that force them to
seek ways to both protect and promote
their interests. Environmental regulations
are of growing concern to cooperative
members. The statement in the survey
that generated the second strongest level
of agreement among cooperative mem-
bers was, Cooperatives and their mem-
bers will increasingly be affected by envi-
ronmental regulations (question 41).
When asked to rank ten issues with re-
spect to their future legislative and gov-
ernmental attention, pesticide regulations
and water use regulations were clearly
identified as the areas of greatest concern
(question 66). Farm program legislation
was ranked at the bottom of the coopera-
tive members' legislative priorities, which
was supported by their response to the im-
portance of federal government farm sup-
port programs to the success of farming m
California (question 59).

Members of cooperatives did express
strong agreement with the statement, /¢ is
necessary for my cooperative to provide
leadership on issues requiring legislative
and government attention (question 60),
which is also supported by their response
to question 23, A cooperative should be a



Legislative/
Government

Relations -

Please indicate your agreement

with the following statements by
circling the appropriate number (1= strong agree-
ment; 2=agreement, 3=neutral; 4=disagreement;
S=strong disagreement; 6=don't know):
56.The Capper-Volstead Act provides important
~ protection for cooperatives that must be preserved. -
57. Cooperatives need to maintain (heir tax exempt

Strongly

status 10 be compelitive,

58. Marketing orders are essential to an effective
marketing program in my cooperative.

59. Federal government farm support programs are
important to the success of farming in California.

60.1t is necessary for my cooperative to provide

leadership on issues requiring legislative and

government attention.

61.0n state issues, my interests are best served by
my cooperative joining with other cooperatives
in an organization like the Agricuitural Council
of California to represent me.

62.0On national issues, my interests are best served
by my cooperative participating in the National
Council of Farm Cooperatives to represent me,

63.My interests are better served in state and na-
tional legislation by my membership in an or-
ganization of commodity growers.

64. Representation  through a  Political  Action
Committee (PAC) supported by my contributions
is increasingly necessary to assure that my politi-
cal interests ar¢ protected.

65.1t is appropriate for my cooperative to form a
PAC to promote its interests.

Al Cooperatives EEEzEd Coop w/o Barg. Assoc. —4— Bargaining Assoc. — §# — Nonmembers

Agree

Agres

Neutral

Disagree

Q59

Figure 15. Questions 56 through 65
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leader in every aspect in its industry.
Their response to questions 61 and 62
provides support for the activities of the

-National Council of Farmer Cooperatives

and the Agricultural Council of Califor-
nia, as effective government relations rep-
resentatives for cooperatives at the federal
and state levels. Additionally, they also
indicated support of the statement, Ay
interests are betler served in state and
national legislation by my membership in
an organization of commodity growers
(question 63). However, their support of
the need for Political Action Committees
(PAC's) received less agreement than
their support of the need for legislative
action (questions 64 and 65). The other
legislative issues that cooperative mem-
bers were also surveyed about included
the Capper Volstead Act, tax exempft
status of cooperatives, and effectiveness of
markeling orders (questions 56, 57, and
58, respectively). The cooperative members
expressed support for the benefits reteived
by producers in all three of these areas.

Communications

Cooperatives need support from their
membership, the producer community at
large, and the public. Members agreed
strongly with the statement, Both coop-
erative members and nonmembers need

education regarding cooperatives' goals,
operations, and performance (question
17). Respondents to the survey were also
asked to grade (on an A to F scale) the
image of cooperatives among various
groups. The nine marketing and supply co-
operatives graded their image highest
among consumers and their membership
{both B+s). They rated their image the low-
est with nonmember producers (C+), which
is borne out by that group's ranking. The
other respondent groups, nonmembers and
members of bargaining associations, both
graded consumers' image of cooperatives
much lower (C, on a par with the media's
image); this supports a conclusion that co-
operative members have overrated their im-
age with consumers.

Members were also asked to grade the
quality of their cooperative's member
communication programs. They graded
their cooperatives highest on production
and marketing issues:(both B's) and low-
est on internal cooperative affairs, envi-

_ronmental issues, and health and safety

issues (all C+s). However, the grading is
probably correlated with the members' level
of interest in the respective areas which
generally relates to production issues. A
further survey and ailalysis are probably
necessary to determine whether producers
want more information in these other areas.



“Strongly

Legislative/
Government

Relations
(Continued}

66.Rank (from 1=highest to 10=lowest) the fol-
lowing issues involving future legislative and
governmental attention:

. Pesticide regulations

. Water use regulations

. Water quality regulations

. Land use regulations

. Air quality regulations

Waste disposal regulations

. Farm labor regulations

. Trade policy and regulations

" Farm program legislation

STomammoow s

J. Treatment of farms under tax laws

67.Indicate your cooperative's image among the
following (A=excellent; B=good; C=average;
D=below average; F=improvement needed;

=don't know):

. My cooperative's membership

. Other commodity growers {not members)

. Other cooperatives

. Consumers

. Government

The media (newspapers, magazines, radio,

TV, etc.)

TmonNw e

LAl Cooperatives  EEEEEEEET Coop wic Barg. Assoc.

—&@— Bargaining Asscc. -~ # — Nonmembers

Agree

Agree

Neutral

Disagree

QeeB Qsec Q66D QB6E

evidriid

Q66F Q66G  Q&sH Qe6l Qesd Qe7A  QE7B Q67C

Figure 16. Questions 66 and 67

Q87D  Q87E Qs7F

29



Strongily
Agree

Agree

Neutral
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Communication

68. How well does your cooperative communicate
with you on the following (A=excellent; ,
B=good; C=average, D=below average; - j
F=poorly; E=doesn't matter):

. Production issues

Marketing issues

. Trade issues

. Economic issues

Internal cooperative affairs

Environmental issues

. Health and safety issues ' |

. Political issues

TOTmU O >

‘Al Cooperatives E=ZErEEmR Coop w/o Barg.Assoc, =——g—Bargaining Assoc. o = g =~ Nonmembers

Q88C QesD Q68E Q68F Q68G ' Q68H

Figure 17. Question 68




The members were also asked to as-
sess the effectiveness of théif* coopera-
tive's various communication activities
(question 70). They ranked newsletters
and other cooperative publications as the
most effective sources of communication,
and identified annual meetings as being

the least effective communication mode.

When asked to identify their own infor-
mation sources for production and mar-
keting decisions, the members ranked
their cooperative's field representative as
being their likeliest source of such infor-
mation (question 69).
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Agree

Agree

Neutral

Disagree
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COm mun | Cati on 69. [ receive information affecting production and
' (Continued) marketing decisions from the following

sources (Rank from l=most likely source to
11=least likely source):

A. My cooperative's field representative

B. Farm suppliers

C. Lenders/bankers

D. Farm advisors

E. University

F. Private consultants
G. Industry publications

H. General farm publications
I. Newspapers !

J. The local coffee shop

C——JAll Cooperatives  EEamas Coop wic Barg.Assoc,

e Bargalning Assoc. , ~~ J} «~ Nonmembers

QB9A Q688 Qs9C Q69D 69E QBSF Q68G
Figure 18. Question 69

; ! :
QBsH Q69 Qs9J
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Strongly
Agree

Agree

Neutral

Disagree

: : 70. The most effective way for my cooperative to
Communication communicate with me is through the follow-

(Continued) ing (Rank from l1=best to 7=least best):
. Annual meetings

Field representatives

Regtonal grower meetings

. Grower liaison committee members
. My cooperative's publications
Letters/mewsletters

. Commodity industry publications

omMmuOw»

71. What is the overall performance rating you
would give your cooperative in mecting your
needs as a producer? (Circle one; A=excel-
lent; B=good; C=average; D=below average;
F=poor).

e Bargaining Assoc, - f3 — Nohmembers

Q70A Q70B Q70C Q70D Q70E

Figure 19. Questions 70 and 71

Q70F Q706G a7
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- Survey
Methodology

Of the 3,000 questionnaires mailed to
producers in February and March of
1991, some were mailed directly from the
University of California while others
were mailed from the participating coop-
erative. How the questionnaires were to

be mailed was dependent on each coop-

erative's relationship to its members, and
the desire to get a maximum return. In
some cases, it was felt that a mailing di-
rectly from the University of Califorma
would elicit a more favorable response,
while in others it was felt that a mailing
from the cooperative would elicit a more
favorable response. Of the 2,500 ques-
tionnaires mailed to cooperative mem-
bers, 830 were returned (33.2%). The re-
turn rate among individual cooperatives
ranged from 55.8% to 16.6%.

Reasons for the low response rate
varied. It was hoped that a high response
rate would be encouraged by sending the
questionnaires along with a letter from
the president or chief executive officer of
the cooperative involved. However, the
timing of the survey probably had an im-
pact on response rates from some coop-
eratives. The survey period, February-
March 1991, took place after a devastat-
ing freeze hit California which destroyed
a large percentage of the citrus and avo-

cado crop. In addition, farmers were fac-

ing drastic reductions in amounts of water

due to a continuing drought. It should be
noted that because of the freeze and
drought some of the answers may be bi-
ased.

The response from nonmembers was
only 19.2%. It was anticipated that non-
member response would be lower than
that for members, because nonmembers,
by definition, have significant reason not
to be cooperative members, and, hence,
would not have the interest or motivation
to fill out the questionnaire.

Sample

From the participating cooperatives, a
sample of members and nonmembers was
developed that reflected a cross-section of
California agriculture. A total of 2,500
cooperative members and 500 nonmem-
bers were selected to participate in the
survey. The responses from the nonmem-
bers were intended to be checkpoints to
determine whether any significant vari-
ance in answers occurred.

The basis used to allocate the number
of names from each cooperative was as
follows:

The 2,500 cooperative sample was
allocated into two equal parts of 1,250,
one of which was divided by 12 to give
each cooperative a base number of 104.
To this number was added another from
the second part of the sample, which was
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determined proportionately to each coop-
erative's number of members compared to
the total membership of the twelve.
Combining these two numbers resulted in
drawing a sample from each cooperative
of the following numbers: Blue Diamond
(352), Butte County Rice Growers (126),
Calavo (228), Calcot (290), Cal West Seeds
(133), California Canning Peach Associa-
tion (136), California Tomato Growers As-
sociation (120}, Dairyman's Cooperative
Creamery (118), Raisin Bargaining Asso-
ciation (221), Sunmaid Growers (189),
Sunkist Growers (423), and Tri Valley
Growers (147). Similarly, a sample of
nonmembers was constructed using the
same principles as for cooperative mem-
bers. Each cooperative was then asked to
supply names by taking every nth name

from its member and nonmember list,

where » was a number equal to a coop-
erative's total membership divided by the
number of names to be supplied. (e.g., for
Blue Diamond provided every 5,000/552
or 14th name from its membership list).
Because of the way the sample was
constructed, it should not be construed as
being representative of all cooperative
members or nonmembers in California, or
necessarily of those cooperatives involved
in the survey. The results can be con-
strued to indicate some trends, from
which conclusions can be drawn based on

1

other data and knowledge that are avail-
able. It is most likely that the survey re-
sults are biased; however, without addi-
tional knowledge about the total
population from which the sample was
drawn, it is difficult to estimate the de-
gree and direction of bias.

The questionnaire used in the survey

'was based on the principles of coopera-

tion; changes taking place economically,
politically, and structurally that affect co-
operatives and its members; and commu-
nication needs. Each cooperative had a
questionnaire tailored to its individual
membership, with a number of questions
unique only to it. Each cooperative's
questionnaire, however, centered on
common questions and themes central to
the survey. Each questionnaire was di-

vided into five parts. The first part pro-

vided general background information on
each individual; the second part dealt with
the respondents’ knowledge about the
principles of cooperation (refer to pages
12 thru 19 for a more detailed discussion);
the third dealt with knowledge about the
goals and performance of cooperatives; the
fourth part dealt with;legislative and gov-
ernment relations issues, and the fifth and
final part dealt with issues relating to
communication with producers.

The questionnaire was six pages long
with 71 questions. Responses were in one



of three forms. For most questions, re-
spondents were asked to record varying
degrees of agreement with a particular
statement. Six categories were given,
Jfrom strong agreement to don't know. For
some other questions, respondents were
asked to rank given items. In a third set of

questions, respondents were asked to pro-
vide a grade that reflected how well the
cooperative performed in that category.
While it was not intended to be tedious
and complex, many respondents said that
the questionnaire took at least an hour to
complete.
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Participating
Coopetratives

The cross-section of cooperatives used in
this survey doesn't necessarily represent the
whole of California agriculture. However,
it does represent a cross-section of Cali-
fornia agriculture's diversity and coopera-

tive structure. Included within the survey -

were cooperatives that varied in capital in-
tensity, volume, dollar sales, focus of ac:
tivities, commodities represented, geogra-
phy, and involvement with government
programs.

A brief discussion of each cooperative
follows.

Blue Diamond

Blue Diamond is an almond marketing
cooperative. It has 5,000 members and
markets about 45% of California's almond
crop. Its 1991 sales amounted to $424 mil-

lion. The total gross farm value of almonds -

in California was $591.6 million in 1990,
Over 70% of the crop is exported. The al-
mond industry has a federal marketing order
that provides marketing and production re-
search programs for the indusiry and market
allocation of supply for stabilization pur-
poses. The industry is located primarily in
the Sacramento and San Joaquin Valleys.
California produces almost 100% of the
almonds grown in the United States. Blue
Diamond publishes a grower-oriented ma-
gazine, Almond Facts.

Butte County Rice Growers

Butte County Rice Growers is pri-
marily a supply cooperative, with 420
members and $9.5 million in sales in
1990. It also has a small drying coopera-
tive. Its members market their rice either
through two other cooperatives in the rice
industry (Farmers' Rice and Rice Grow-
ers Association of California) or two non-
cooperative companies. The rice industry
has a state marketing order for research.
Most rice farmers produce rice in California
under the federal price support program for
rice, which is instrumental in supporting
farm income. California produces nearly
20% of the rice in the United States, with
a gross farm income of $190.2 million in
1990. Almost 25% of the rice produced in
California is exported.

Calavo

Calavo is a marketing cooperative for
avocados. Most of its sales go into the

" fresh market, but it has been developing a

processing capability as well. It has 2,325
members and its 1991 sales were $132.5
million. The gross farm product for Cali-
fornia avocados in 1990 was $239.4 mil-
lion with exports accounting for only 4%
of sales. California produces over 75% of
the avocados in the United States. The

39



40

avocado industry has a state marketing
order for marketing programs and pro-
duction research. If the North American
Free Trade Agreement is approved, avo-
cados could face significant competition
from Mexican-produced avocados.

.Calcot

Calcot is a marketing cooperative that
markets growers' cotton after it is ginned.
It has 3,500 members and had $674 mil-
lion in sales in 1991. Growers may have
their cotton ginned at either a cooperative
gin or a non-cooperative marketing com-
pany. Hence, growers may be members of
both a cooperative gin and Calcot. Cotton
1s the largest crop grown in California, on
1.1 million acres with a gross farm value
of $1.2 billion in 1990. While there is no
marketing order for California cotton, a
large portion of it is produced under pro-
visions of the federal farm price support
program for cotton. The crop is mostly
produced in the southern San Joaquin
Valley from Merced to Kern Counties,
and it i1s affected by federal and state wa-
ter project allocations. In addition, cotton
1s a heavy user of pesticides. Hence, Cali-
fornia cotton is very sensitive to water
and pesticide policies and regulations.
California produces almost 20% of the
U.S. cotton crop, with over 70% of it ex-
ported. Calcot produces a quarterly publi-

. cation for members; Calcof News, and a

weekly newsletter, Calcot Cotton Cap-
sules, written for Calcot directors and gin
managers.

Cal West Seed

Cal West markets seed crops for its
members. It has 536 members and had

$40.9 million in sales in 1990. Its mem-

bership is multi-state. Sales of its prod-
ucts are on an international basis. Total
gross farm income from seed crops is not
reported; however, the total for alfalfa
seed in 1990 was $50.5 million.

Dairyman's Cooperative
Creamery Association

Dairyman's is a processing and mar-
keting cooperative with membership of
256 and 1991 sales of $500 million, In
addition to marketing its members’ milk,
it also provides feed and other supplies for
its members' production. Milk is the lead-
ing agricultural commodity in California,
with a 1990 gross farm value of $2.6 bil-
lion. Only 2.5% of milk and milk prod-
ucts produced in California is exported.
California accounts for about 14% of the
total U.S. milk supply. The milk industry
in California operates under a state mar-
keting order that sets minimum prices and
a pooling arrangement for distribution of
market revenues from sales of milk to



handlers. In addition, another state mar-
keting order provides for promotion and
research activities. Milk production is
supported under a federal mitk price sup-

- port program.

Sunkist

Sunkist is a marketing and processing
cooperative that markets primarily fresh
and processed citrus, with sales of $920
million in 1991. It has 6,000 members
and 1s a complex arrangement of packing
houses and district exchanges. Mem-
bers' fruit is packed through either a
cooperative packing house or a noncoop-
erative packing house. These houses are
members of a district exchange, which is
represented on the Board of Directors.
Gross farm income from citrus pro-
duction in California amounted to
nearly $900 million in 1990. Oranges ac-
counted for $562.4 million with 25% ex-
ported; lemons accounted for $237.8, with
30% exported; and grapefruit accounted
for $80.4 million with nearly 20% ex-
ported. The citrus industry operates under
three federal marketing orders. The
"prorate” provisions of the orange market-
ing orders, which allocate supply on a
weekly basis over the year, have gener-
ated considerable controversy both inside
and outside the industry. California pro-
duces nearly 40% of U.S. orange produc-

tion, 85% of U.S. lemon production, and
20% of U.S. grapefruit production. Sun-
kist produces Sunkist Magazine, which is
sent to its members.

Sun-Maid

Sun-Maid is a raisin processing and market-
ing cooperative with membership and pro-
duction primarily in a 50-mile radius of
Fresno. It is also a member of Sun Dia-
mond, which provides sales, distribution,
and related functions. (Other members of
Sun Diamond are Sunsweet Prunes, Dia-
mond Walnut, and Valley Fig) Its 1991
sales were $179 million, and it has 1,600
members. Gross farmn value of California
raisins was $546.7 million in 1990, with
33% exported. The industry operates under
both a federal marketing order, The Raisin
Administrative Committee (RAC), and a
state marketing order, the California Raisin
Advisory Board (RAB). RAC provides for
an orderly marketing program, minimum
grade and size regulations and inspec-tions,
and market rsearch and development proj-
ects. RAB provides for advertising, promo-
tion, and research. California produces 99% -
of the raisins in the United States. The in-
dustry also has a bargaining association,
which was included in the survey and is dis-
cussed next. A quarterly magazine, Sun-
Diamond Growers, includes news about
Sun-Maid and is sent to its members,
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Raisin Bargaining Association

The Raisin Bargaining Association
represents 2,200 member producers in the
California raisin industry. In addition to
negotiating prices for its members' rai-
sins, it also provides them a number of
services. It represents them in government
relations as well as in dealing with the
packers in the industry, who are not a co-
operative.

Tri Valley Growers
Tri Valley Growers 1s 'a multiple

commodity fruit and vegetable processing

firm with 800 members. It is a dominant
force in the industry and competes in a
global market. Its 1991 sales were $825
million, placing it in the ranks of the
Fortune 500's largest firms in the United
States. It has a number of profit-making
subsidiaries, which include S&W Foods,
Obertr Olives, and Valley Fork Lift.
Three separate associations bargain for
the commodities processed by Tri Valley.
Two of these associations are included in
the study and are described below.

California Canning
Peach Association

‘The California Canning Peach Asso-
ciation has 600 members and represents
its members in all aspects of processing
and marketing cling peaches. In addition

|

to bargaining for price, it engages in mar-
ket promotion and development of new
markets. In addition; Tri Valley and Del
Monte Foods dominate peach processing.
The canning peach industry operates un-
der a state marketing order, which pro-
vides funds for advértising, promotion,
and research. At one time, the peach in-
dustry had a supply control program that
was highly controversial. There is consid-
erable debate and dis¢ussion in the indus-
try on how to keep supplies in line with
market demand. The farm value of Cali-
fornia processed peaches is $102 million.
A magazine, Cling Peach Review, and a
monthly newsletter, Peach Fuzz, are sent
to California Canning Peach Association
members.

Califomia Tomato
Growers Association

The California Tomato Growers As-
sociation has 300 members and represents
them in all aspects of processing toma-
toes. While the tomato processing indus-
try is not as concentrated as the peach

processing industry, the firms in the in- -

dustry, in addition to Tri Valley, are
large, multi-national; and have global
marketing strategies: The processed to-
mato industry has a farm value of $617
million in production and also operates un-
der a marketing order. Tomato growers tend



to have larger acreages than growers of | zine, The California Tomato Grower, is sent
fruit and nut crops. They also tend to grow | to California Tomato Growers Association
other field crops as well. A monthly maga | members.
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Principles
of Gooperation

In 1957, HE. Erdman and J.M. Tinley
published a leaflet, "The Principles of
Cooperation and Their Relation to Suc-
cess or Failure." A close reading of this
publication reveals a number of principles
relating to cooperatives based on the
Rochdale Principles and updated to corre-
spond with the time of the writing. These
principles are:
= open membership

+ democratic control

+ distribution of savings to patrons

+ limited returns on capital

+ political or religious neutrality

» cash trading

+ promotion of education

» need for the association

» scope of activity

* continuous expansion

» suitable corporate and financial struc-

ture

« suitable records, accounts, and audits

* competent management

+ dynamic leadership

The first four principles set coopera-

tives apart from other forms of business.
The open membership principle is vari-
able in form and is not important as a
success factor. Democratic control varies
from the principle of “one person, one
vote” to voting based on patronage. The
distinguishing feature is that it is the pa-
trons, not the equity holders, who vote in

matters concerning the cooperative. The
distribution of savings to patrons is an-
other distinguishing feature and is usually
accomplished in proportion to transac-
tions. The final one of the four, limited
returns on capital, is a basic characteris- .
tic; it means that instead of returning the
profits of the business according to how
much capital is put up, they are returned
in the form of patronage dividends.

Political and religious neutrality is
meant to keep the success or failure of the
cooperative from being linked to political
changes. As will be seen in later discus-
sion, this principle has been modified in
current times. The principie of cash trad-
ing relates to giving credit to members as
well as financing the cooperative, and
places greater priority on equity financing
than debt financing. This principle also
applies to other forms of business.

The promotion of education is a prin-
ciple on which many cooperatives, once
placed great priority but which today is
given low priority. It is important, how-
ever, in maintaining a cooperative's
growth and continuity. The need for an
association of members must be explicitly
defined. This need is usually in the form
of reducing costs, improving prices,
and/or providing services. It is often in-
terpreted as meeting or beating the com-
petition.
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The principle of having an adequate
volume of activity relates to economies of

scale as well as to. market power. This

does not mean that large firms are better
than small ones; it means that a critical
mass is necessary to maintain business;
Scope of activity has two dimensions:
efficiency through specialization and
economies of scale. Some firms are
successful by limiting their scope so
that they specialize in one area. Others
are successful by broadening their
scope so as to take advantage of econo-
mies of scale and other size advantages.
Continuous expansion should not be in-
terpreted to mean that its lack will lead to
decline, but rather that operations of a
cooperative are adjusted to new condi-

tions as they occur. It really refers to

flexibility of operations to take advantage
of opportunities.

A suitable corporate and financial
structure means that a cooperative must

operate appropriately in regard to voting

and the distribution of savings. It also
means that if financing is necessary from
outside sources in addition to patron eq-
uity, there will be no loss of control by
the membership. Finally, a suitable struc-
ture ensures an automatic and gradual
shift of voting and ownership rights. Suit-
able records, accounts, and audits are
necessary for proper financial and mem-

bership accounting, and they function in a

cooperative as in any other business.
Competent management is a key fac-

tor in the success of any organization. It is

a major responsibility of the board of di-

rectors of any organization to select com-
petent management and hold it account-
able for achieving' the goals of the
organization. However, the characteristics
of competent management are intangible
and not easy to identify.

Dynamic leadership is also a major
responsibility of the board. Many organi-
zations are successful because of the lead-
ership of one individual; when that person
leaves, the organization falls apart. Or-
ganizations that are successful will have
programs for developing leadership po-
tential in the organization and spreading
that leadership throughout the organiza-
tion. By doing so, an organization can
ensure that it has a reservoir of competent
leadership to accommodate growth as
well as succession.

Since 1957, when Erdman and Tinley
wrote their publication, many changes have
taken place in the environment in which
cooperatives operate These changes don't
invalidate the principles that Erdman and
Tinley identified,- butithey do mean that
some additional interpretation and weighing
are necessary for their application to current
problems.
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Conclursion

The results of the survey suggest rather
strongly some significant areas that need
attention by cooperatives if they are to
compete with other forms of business en-
terprise. Members' responses indicated
that they were looking for protection from
the marketplace and regulatory forces,
rather than wanting their cooperative to
develop market opportunities. It is ironic
that, while wanting a home for their
product and expecting competitive re-
turns, producers are hesitant to invest in
forward-looking activities such as market-
ing which will enhance their ability to
survive. Their inability to understand the
basic realities of market competition,
particularly in an international arena, may
well cost them the home for their product
that they desire. Instead, producers are
basing their survival on the belief that
they need to be the low-cost producer of
their product. While low cost is impor-
tant, the battle for survival will be fought
in the marketplace, which will require

~ significant investment to maintain market

share if not increase it.

The financing of cooperatives' market-
ing efforts and programs will require not
only understanding of members, but their
financial commitment as well. It is essential
for them to understand and realize that an

investment in the cooperative, particularly
in marketing activities, yields a return on
their investment. This return, which is not
directly accountable, is as important to pro-
ducers as the directly accountable retum on
their farming operation. Their moderate
support of the user-benefit and user-con-
trolled principles, and the lack of strong
support for (or, possibly, understanding of)
the user-financed principle, signal a critical
need for member education about the
unique features of cooperatives.

In order to compete effectively in a-
constantly changing environment, coop-
eratives must look beyond their produc-
tion-driven objectives. Even firms that
embrace a low-cost producer strategy
must be aware of and responsive to mar-
ket forces. Those who fail to do so will
not survive. A cooperative that primarily
provides an outlet for its members' pro-
duction and secondarily fights against
environmental regulations does not de-
velop opportunities for its membership; it

. 18 merely reacting to the forces around it.

Eventually, its strongest members will
affiliate themselves with more progres-
sive entities and the cooperative will
slowly lose its position of leadership and
ability to provide its members with a
competitive return, :
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Appendix

Summary of
Survey Responses

The following table presents numeric values from the questionnaire. Questions 11, 50, 51,
52, 53, 54, 55, 66, 69, and 70 require a ranking of altematives; the lower the number, the
higher the ranking. Questions 12-49 and 56-65 require an indication of degrees of
agreement or disagreement with the statement made; the lower the number, the greater the
degree of agreement. Questions 67, 68, and 71 require a grade of A to F. The higher the
number, the better the grade; ¢.g., A=4.0, F=0.0.

Cooperatives
All Without Bargaining Bargaining Non
Question Cooperatives Association Associations Members
11A 2.93 2.7 3.99 336
11B 2.89 2.96 2.57 3.53
11C 249 2.69 1.72 2.82
11D 324 3.32 2.88 3.63
11E 3.60 3.53 3.93 4.30
11F 433 — 4.83 4.73
Cooperative Principles

12 2.70 2.75 248 242
13 2.33 237 2.17 2,64
14 2.26 223 2.39 2.66
15 3.41 345 322 3.37
16 3.12 3.12 3.13 2,98
17 1.80 1.80 1.77 . 1.83
18 2.65 2.65 2.69 - 3.01
19 2,32 2.30 2.42 2.08
20 2.04 2.08 1.84 1.88
21 343 343 3.46 317
22 2.96 2.93 3.09 2.80
23 215 2.16 2.12 232
24 2.15 2.15 ) 2.15 2.35
25 234 241 - 2.02 2.47
26 1.79 1.86 1.47 2.07
27 - 3.30 3.80 3.80 3.51
28 2.59 2.65 2.30 2.41
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Cooperatives
All Without Bargaining Bargaining Non
Question Cooperatives Association Associations Members
. 1
Goals and Performance

29 3.12 3.13 3.09 3.10
30 1.48 1.47 1.56 1.73
31 2.01 2.00 2.07 2.68
32 o —_ — —
33 2.26 2.25 2.34 2.31
34 2.39 2.39 2.4213 227
35 2,72 2.65 3.02 2.29
36 241 2.38 2.57 295
37 3.55 3.58 3.42 332
38 2.26 223 239 2.36
39 3.18 3.20 3.12 3,19
40 2.12 2.11 2.16 1.99
41 1.48 1.47 1.52 1.45
42 327 335 2.84 3.04
43 3.09 3.10 3.06; 2.94
44 2,62 2.62 2.59 2.38
45 2.14 2.17 1,98 279
46 224 2.28 2.09 —
47A 2,67 2.70 2.55 2.11
47B 2.87 2.96 2.52 277
47C 343 3.51 315 3.80
47D 2.83 2.84 2.80 242
47E — — — —
48 347 3.49 3.39 —_
49 3.33 3.33 — —
50A 1.89 1.91 1.80 —
508 1.97 1.91 2.30 —_
50C 243 241 2.84 -—
50D 4.45 448 4.30 —
50E 3.85 4.02 3.16 ' —
50F 5.51 5.50 5.58 —
51A 3.02. 2.83 3.52
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Cooperatives

All Without Bargaining Bargaining Non
Question Cooperatives Association Associations Members
Goals and Performance (continued)

51B 1.98 1.80 2.88 2.04
51C 2.89 2.89 2.79 342
51D 2,79 2.97 3.94 312
51E 4.62 4.20 478 386
51F 6.29 5.99 6.73 5.44
51G — — 8.14 —
51H — — — —
511 — — —_ —
52A 368 3.55 4.45 3.04
52B 3.13 2.96 4.12 2.92
52C 3.15 3.14 3.19 3.10
52D 2.62 259 2.76 3.30
52E 3.03 3.11 2.64 3.02
52F 4.39 4.69 2.98 498
52G — — — —
53A 324 3.15 3.7 3.15
53B 244 223 3.60 212
53C 2.62 2.67 2.34 2.7
53D 3.32 331 335 4.15
53E 3.69 3.86 2,79 3.59
53F 4.87 4.94 4.50 4.82
53G —_ — — —
54A 3.86 3.69 4.79 4.71
54B 4.35 430 4.62 5.25
54C 1.81 1.80 1.88 1.90
54D 344 3.53 2.95 328
54E 4.74 4.75 4.68 451
54F 5.28 5.32 5.09 ©5.30
54G 4.98 494 521 4.76
54H 6.64 6.62 6.74 6.36
541 6.39 6.90 6.83 - 6.95
54] — — — —
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Cooperatives
All Without Bargaining Bargaining Non
Question Cooperatives Association Associations Members
Goals and Performance (continued) !
55A 3.02 2.95 3.39 3.19
55B 2.20 2.19 2.23 2.07
55C 243 245 231 2.11
55D 3.47 347 347 3.10
55E 3.98 4.07 3.52 3.79
55F — ' — — —
Legislative/Government Relations .

56 2.14 217 1.94, 222
57 1.94 1.91 - 2.08 223
58 2.23 2.30 1.92 249
59 , 333 3.36 3.17 3.39
60 1.75 1.76 1.71 2.10
61 2.04 2,02 2.12 -
62 2.17 2.16 2.24, —
63 . 2.14 2.18 1.98. 2.24
64 2.55 2.59 239 2.36
65 270 2.76 2.44 2.50
66A 2.92 2.86 ‘ 3.22 2.51
66B 3.00 2.98 3.12i 2.62
66C 4.82 4.74 522 5.28
66D 5.35 -535 5.34 5.04
66E 5.56 543 6.15 576
66F 6.31 6.24 6.62. 6.36
66G 5.83 598 5.124 6.00
66H 5.04 ' 5.12 4.64. 482
661 6.85 6.82 6.95 7.44
66] 6.65 6.68 6.49 6.84
66K — — — —
67A 3.23 3.18 322 2.80
67B 2.28 231 2.04° 1.70
67C 2.96 3.05 2.5 241
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Cooperatives .
All Without Bargaining Bargaining Non
Question Cooperatives Association Associations Members
Legislative/Government Relations (confinued)
67D 3.17 324 241 217
67E 2.89 291 2.66 2,66
67F 2.71 277 2.34 2.20
Communications
68A 3.11 3.06 3.13 273
63B 3.03 3.00 3.01 2.69
68C 2.76 271 2.96 246
68D 2.64 2.62 2.67 2,19
- 68K 2.61 249 3.01 1.44
68F 2.57 2.56 2,46 2.48
68G 245 2.45 235 2.32
68H 2.59 2.57 2.58 2.42
69A 3.88 3.99 3.38 4.09
69B 5.49 553 535 5.86
69C 7.41 7.55 6.71 —
69D 442 443 4.40 —
69E 5.67 528 6.12 _
69F 6.25 628 6.10 —
69G 3.44 3.50 3.16 —
69H 4.52 4.58 4.20 —
691 5.80 5.75 6.07 —
69] 7.69 7.72 7.54 —_
TOA 4.67 4.72 4.40 3.06
70B 2,94 2,97 2.81 2.89
70C 2.74 274 2.74 —
70D — — — —
T0E 2.62 2.58 3.00 3.81
T0F 2.30 235 2.09 2.26
70G 4.44 4.58 3.72 2.59
71 317 3le 3.19 —
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