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Steps to Starting a Marketing Co-op is written
for people interested in starting a marketing
cooperative. [t presents an overview of the
basic steps to the co-op organizing process,
start-up aclivities, and examples. For more
detailed information, groups interested in
starting a co-op are encouraged to refer to
references that appear at the end of each
step. This manual is not designed to replace
the expertise of attorneys or other qualilied
and applicable technical consultants who
specialize in the cooperative form ol busi-
ness.

What is a Co-op?

A cooperative is an enterprise voluntarily
owned and controlled by the people who use
it—its members. It is operated to meet the
mutual needs of its members.

As a business, a co-op is subject to the same
needs and demands of any business; co-ops
require sufficient financing, careful market
analysis, strategic and comprehensive plan-
ning, and well-trained and competent per-
sonnel. Co-ops are vulnerable to the same
kinds of market and economic forces that
face all businesses. But in important ways,
co-ops are also unique and different.

The most distinct feature of a co-op is its
ownership structure. The co-op’s primary
users (those using the marketing services of
a marketing co-op) are the business’ own-
ers—this key feature influences many as-

pecis of how a co-op is structured and run.
Members are the foundation upon which a
co-op is built. Without a strong base of mem-
bers who will use the co-op and work to en-
sure its success, any co-op will fail.

Co-op Principles

As the cooperative form of business devel-
oped over the past 150 years, a sei of “prin-
ciples” has evolved. These principles, which
define features unique to the cooperatives
and characteristics important to co-op suc-
cess, were revised in 1996 by the Interna-
tional Cooperative Alliance. The descrip-
tions of the principles below appear in abbre-
viated form.

1. Voluntary and open membership
Cooperatives are voluntary organizations,
open to all persons able to use their services
and willing to accept the responsibilities of
membership, without gender, social, racial,
political or religious discrimination.

2. Democratic member control
Cooperatives are democratic organizations
controlled by their members, who actively
participate in setting policies and decision
making.

3. Member economic participation
Members contribute equitably to, and demo-
cratically control, the capital of their coop-
erative.
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Chapter One

4. Autonomy and independence
Cooperatives are autonomous, sell-help or-
ganizations controlled by their members.

5. Education, training and information

Cooperatives provide education and training
for their members, elected representatives,
managers, and employees so they can con-
tribute effectively to the development of their

cooperative.

6. Cooperation among cooperatives

Cooperatives serve their members’ most ef-
fectively and strengthen the cooperative
movement by cooperating with one another.

7. Concern for community

While focusing on members’ needs, coopera-
tives work for the sustainable development
of their communities through policies ac-
cepted by their members.
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What is a Marketing Co-op?

A marketing co-op is a type of business struc-
ture used to improve or better facilitate the
sale of products or services produced by its
members. By markeling together through the
co-op, members are able to get a better price
for their products or have access to larger
markets than they would on their own. In
addition, marketing co-ops may also be in-
volved in processing, assembling, packaging,
or practicing other methods that add value 10
the product.

Agricultural marketing co-ops sell grains,
fruit, vegetables, nuts, organic loods, cotton
or other commodities grown by their mem-
bers. Marketing co-ops have been organized
to sell arts and crafts, finished textiles, wild
crafted forest products (such as mushrooms,
pine cones, berries, etc.), finished wood
products, or other goods or services. A mar-
keling co-op allows its members to focus
their efforts on producing goods or services
rather than finding buyers.

The Purposes of a

Marketing Co-op

Every marketing co-op has its own unique
circumstances that lead to distinctive fea-
tures. But all successful marketing co-ops
share one feature—they are all founded on a
clear purpose and focus on efficiently meet-
ing a shared need. Marketing co-ops are gen-
erally formed by producers for one or more
of the following reasons:

* To obtain a higher price or to ensure a
reasonable price for a product.

. Chapter One

When peach growers jointly market their
peaches through the co-op they are in a
better position to bargain with handlers to
ensure adequate and consistent prices.

¢ Toreach a broader market.
When crafts people in a rural Appalachia
co-op jointly produce a catalogue promot-
ing their work, they can reach larger mar-
ket than they would through road-side
crafts stores.

* To process or package products to in-
crease their value as well as profits.
When wheat growers jointly own a mill (to
produce and bag flour) or a pasta produc-
tion facility they obtain higher profit mar-
gins by providing a “value added” product.

* To gain more control over the way prod-
ucts are sold.
When organic dairy farmers form their
own co-op, they are able to ensure that their
product is marketed in the way they wish,
by a company they own.

An added bonus . . .

* To obtain supplies or services.
Although not the purpose of a marketing
co-o0p, in some cases members may be able
to save money by bulk or quantity purchas-
ing of items such as feed, art materials,
packaging supplies, equipment, or office
supplies. Group purchasing of services like
bookkeeping, secretarial support, or train-
ing can reduce individual costs and in-
crease member profit.
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Chapter One

FEATURE:
NORTHWEST FINE WOODWORKING
A Woodworker’s Marketing Co-op

In the late 1970s, woodworkers in Seattle struggled to make a living. There were very few
places where they could display or sell their works. The fime they spent taking their items
to fairs or to stores took them away from the craft work they preferred. Their sales profits
were minimal because most stores or galleries ook 50% or more of the sale prices.

The problems were discussed ot a meeting of their local woodworking guild. After much
discussion it was apparent that a cooperative provided the perfect so ution—each mem-
ber would be an equal co-owner of the company; the co-op could rent a space and pay
the expenses of operafing it. They incorporated and named the co-op The Northwest
Gallery of Fine Woodwoiing.

Members contributed time and moeney fo prepare the first store and took turns working
shifts after it opened. By keeping start-up costs o a minimum, they didn’t have to borrow
any money.

Today, the co-op has two stores, thirty members and employs fen full-time staff members.
To join the co-op, members are required to purchase $100 in co-op stock. In addition,
members each pay a $500 initiation fee and $50 per month for three years to help cover
operafing costs. The co-op also collects & 30% commission on members’ sales through the
co-op.

Members are no longer required to wark in the gallery, though all are required to attend
membership meetings each year and contribute to the co-op-in some way—by serving on
a committee, on the Board, being a part of a jury to screen prospective members’ work, or
related projects.

The five-member Board is democratically elected by members atan Annual Meeting. The
Board of Directors is responsible for overseeing the co-op’s operations, hiring manage-
ment, and seffing policy o guide management actions. In addition, the co-op’s members
participate in an annual long-range planning session and serve on special committees for
the co-op—the Jury Committee, which screens and reviews prospective members’ works;
the Membership Committee, which works with interested potential members; and special

- committees, as
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3IEP5 10 STRRTING A MARKETING C0-0P

The catalyst for forming a new co-op is a
shared recognition that a group approach is
the best means of meeting mutual needs. The
co-op should begin with a clear mission,
which may include: providing members bet-
ter prices or access to a wider market; mak-
ing products ready for a market; gaining the
ability to deliver a quality product on a
timely basis; or having better control over the
way their products are marketed.

As with any new business, starting a co-op
will involve thorough and careful business
planning. Responsibility for starting a co-op
and seeing it through rests mostly with a
leadership group. That group will serve as
the spark to keep the new co-op going and
help shape it through the start-up phase.
Careful planning, thorough work, and pa-
tience will result in a stronger foundation
and increase the likelihood of co-op success.

Summary of Organizing Steps

The steps below are discussed in more detail
in the pages that follow. Each step represents
a point of evaluation for whether or not to
proceed with the co-op.

Stepl. Collect information, clarify needs,
and assemble a core group.

Step 2. Hold a meeting of potential mem-
bers to discuss needs and vision.
Select Steering Committee to coor-
dinate organizing and business re-
search.

Step3. Conduct economic feasibility
analysis.

Step 4. Hold a meeting of potential mem-
bers to report and discuss feasibil-
ity findings.

Step 5. Prepare a business plan.

Step 6. Convene a meeting to review busi-
ness plan with potential members

Step 7.  Draft legal papers and secure mem-
bership commitments.

Step 8. Hold the first, or charter meeting
and elect Board of Directors.

Step9. Implement business plan.

Step 10. Start operations.
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Collect information, clarify need, and assemble a core group.

PURPOSE:

To collect basic information about marketing
cooperatives. To assemble a leadership group
that is interested in a new co-op and willing
to work together on researching its feasibility.

GUIDELINES:

Collect materials, facts and data.

+ Collect information about the kind of
business you are interested in, including
the co-ops' potential competition.

e Gather information about how market-
ing co-ops operate. (If product is subject
to a fluctuating or volatile market like
some agricultural products, learn about
market pools—see Glossary.)

« Investigate requirements involved in the
business such as special laws or regula-
tions that apply to the business.

» Examine market alternatives for your
members and analyze them considering
their benefits as well as potential ob-
stacles and problems.

+ Identify resources that may be available
to your group—including organizations
as well as individuals who can provide
cooperative development assistance.

+ Begin collecting information about fi-
nancial resources available to the group.

Clearly identify the mutual needs that a

co-op could address.

e Research current market and options for
producers. How do they currently sell
their products? Investigate whether
there are any likely changes to the op-
tions such as an impending plant clo-
sure.

« Talk to producers to determine areas of
satisfaction and disappointment with
current options. Determine the biggest
obstacles they currently face in market-
ing.

e Utilize collected information already
gathered to determine what areas of need
that a co-op can address, and be realistic
about the needs that a co-op probably
can't address.

Identify people who might share an

interest in the co-op.

e Share information about developing a
co-op and assess interest.

« Identify and discuss mutual needs and
how a co-op could address them.

KEY _ECISION' DOES YOUR GROUP HAVE A MUTUAL NEED
AND IS A CO-OP THE BEST WAY TO

ADDRESS T2

For more detailed information: (for complete citation, see Bibliography)
Baker and Nakazawa; Organizing for Business as a Cooperative

National Cooperative Bank: How to Organize a Cooperative

Schaars: Cooperatives, Principles and Practices

USDA/Agricultural Cooperative Service: How to Start d Cooperative
USDA/Agricultural Cooperative Service (Video): How to Start a Co-op
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FEATURE: BLUE DIAMOND GROWERS
A Grower’s Marketing Co-op

Blue Diamond Growers is a marketing co-op for almond growers based in Sacramento,
California. Today, this 85-year old co-op annually processes nearly one-third of the
world’s crop of a\ﬂnonds. The co-op markets to all 50 states and more than $0 countries.
As a result, almonds are California’s largest food export and the sixth largest U.S. food
export. But, like many co-ops, Blue Diamond started small. '

At the turn of the century, growers sold their crops to independent dealers, negotiating
individual prices. Dissatisfied with price cutfing Ey these independent buyers, growers
conceived of the idea of one statewide organization. In 1910, they formed the California
Almond Growers Exchange. “We believe we can do our own business betfer than an-
other can do it for us,” wrote J.P Dargitz, the co-op’s first manager. “We have come
together with no slate made up, seeking no position or place of preferment, but with a
sincere desire to put the grower in confrol ofP the situation which is rightly his.” When it
began operations, the co-op had 230 grower-members.

By 1913, the co-op’s membership grew to 490 growers and handled about 60% of the
state’s almond crop. In 1914, the co-op introduced its “Blue Diamond” brand and logo
and built its first shelling plant in Sacramento a year later. Creating the world’s first me-
chanical shell cracker, this new facility cllowed the sale of almond meats for the first
fime in history. By 1923; the co-op’s membership had grown to 3,000.
In 1925, the co-op introduced its first quality control program—based on a grading
system. “The present method of handling the crop,"wii'ﬁout rading standards, always
results in unfair retum to the member who produces first-quality nuts . . . * wrote the co-
op's president. This system has been expandéd throughout the years and remains one of
the co-op’s hallmarks. By assuring buyers of consistent quq|'i’?r nuts and paying growers
based on the quality of their crop, the co-op has built a world-renown reputation for its
products on behalf of its members. '

Today, the co-op has almost 5,000 grower-members and thousands of employees. A
century ago, California-produced less than 3% of the world's almond crop and only 25%

* of the.almonds consumed in the United States. In the 1990s, California will produce over’

70% of the- world's almends and virtually 100% of the-almonds consumed in America. For
mond grower-members, Blue Diamond continues to find new ways to market al-




and business research.

PURPOSE:

To assess whether there is enough interest in
a co-op to justify further research and plan-
ning.

GUIDELINES:

Hold an informational meeting of people

who may be interested in a co-op.

«  Plan for an effective meeting (see p.13 ).

e Present research findings. Focus the dis-
cussion around the identified common
need.

« Allow plenty of discussion time so
people can ask questions and express
their views. Be realistic about what the
co-op can and can't do—especially in its
early stages.

»  Vote on whether or not to proceed.

«  Obtain money for initial development of
the co-op.

Investment of personal money or involve-
ment in fundraising is often an excellent way
to test commitment to the co-op.

Money should be deposited in a special bank
account, placed in escrow, or managed in a
manner that assures members of security and
fiscal responsibility. Money may be collected
from potential members (applied to member-
ship fees), earned through fundraising activi-
ties or procured through development grants

or loans.

o Hold a meeting of potential members to discuss needs and

vision. Select Steering Committee to coordinate organizing

Make a plan for how unused development
funds will be used if the co-op isn't formed.
State laws may dictate restrictions but op-
tions may include donation to a specified
charity or non-profit organization or re-dis-
tribution 1o specific contributors. In the case
of fundraising the former may be the most
prudent use of the funds.

Flect a Steering Committee.

The Steering Committee is responsible for

carrying the idea for a new co-op through the

development phase or until a Board of Direc-

tors is elected. The committee may do the re-

search itself, in cooperation with potential

members. Or it may obtain outside assistance

and serve as a liaison between potential

members and outside consultants. Specifi-

cally, the Steering Commitiee is responsible

for:

» surveying potential members.

 collecting market and financial informa-
tion.

» conducting a feasibility study.

*  keeping potential members informed of
the group’s progress.

« coordinating [urther membership meet-
ings.

+  overseeing the preparation of a thorough
business plan.

KEY:DECISION: IS THERE SUFFICIENT INTEREST IN A CO-OP?

For More detailed information: (for complete citation, see Bibliography)
Center for Cooperatives: Starting an Agricultural Marketing Cooperative
Gray and Lang; Starting a Cooperative for Hardwoods and Special Forest Products
USDA/Agricultural Cooperative Service: The Cooperative Approach to Crafts
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Chapter Two

FEATURE: GUIDELINES FOR SUCCESSFUL MEETINGS

General Components of Good Meetings
*  Good facilitation

*  Commonly understood goals

* High level of participation

Be Well Prepared
1. Select @ time and location that will be convenient for mast people.

2. Publicize the meeting. Send press releases to your local media announcing your
meefing and a contact person. Encourage word-of-mouth promotion. Post notices at
strategic locations.

3. Clearly define the goals of the meefing and structure accordingly. Plan to begin the
meeting with the most important items.

4. Arrange a facilitator and note-toker in advance. Groups that meet regularly may

wish to consider rofating facilitation to give mare people the chance to develop these
skills. :

5. Prepare a written agenda and post or distribute it {ahead of fime, if possible). Distrib-
ute a handout that includes the names and phone numbers of people to call for
questions. ‘

6. Schedule fime wisely. Make sure that the meeting’s goals and agenda items can be
met in the time allotted. In general, its best fo limit meetings fo two hours.
Sample agenda: {for an in?ormcﬁond meeting) '
Introductions
Background and basic report: Describe what a co-op is, how a marketing
co-op works and how it can address mutual needs.
Discussion and decision: _
*  What are our mutual needs? What products do we all produce that
could be marketed together?
* Does the co-op idea make sense?
* Vote; Should we continue to research the idea of a co-op?
* IF so, elect a Steering Committee: Define Steering Committee responsi-
bilifies; tuke nominations; vote. o '
. Selnextméeing defe/fime
- "Adjoumn‘{lentime}. '

Utilize Optimal Facilitation Techniques

1. Keep the role of facilitator neutral

* The role of the fucilitator is to ensure that the group accomplishes its goals for the
meeting in a democratic manner. : :

*  When a facilitator wants to offer an opinion s/he should leave the facilitator role and
say something like, “Stepping outside my role of facilitator, | think...”

* Ifthe facilitator wants to support a parficular posifien, its best fo fumn the role over to
a volunteer until discussion ends on that cgendq item. :
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2. Keep the meeting moving, on track and on time

*  Call the meeting to order on time. Review the agenda and meeting godls. Have
participants introduce themselves.

Introduce each agenda item and call on those making presentations.

Make sure that discussion doesn’ t get stuck on an item. If discussion wanders off the
topic, remind the group of the agenda item being discussed and the obijective for this
discussion. If the group doesn’t have enough information, cut off discussion and
clarify how it can be followed up to ensure that the group can make a decision at @
subsequent meeting.

 Hondle any voting needed. Before the vote, clearly state the motian or proposal. If the
outcome is close, ask someone else to verify the vote by counting hands or ballots.

e Conclude the meeting on time and on a note of achievement. Remind participants of
the actions taken cm:? decisions made. Ask participants for their evaluation of the
meeting. Even simple suggestions about what went well and what could be improved
will enhance your meetings. Close by confirming necessary follow-up actions and
announcing the next meeting date, time and location.

3. Draw out opinions

*  Keep the discussion on the topic but encourage participation.

e Ask people to speak for themselves and to be specific. Don't allow statements like,
“Some people seemto feel . . . “, or “What s/ﬁecs trying fo say is .

*  Encourage the expression of various points of view,
Call-attention to disagreements. When handled forthrightly, differences of opinion
can yield creative soluhons '

4. Help everyone to purhclpute '
Make sure that everyone hds a.chance to speak and that one or two people don't
monopolize the discussion. Draw out those who tend to.be more quiet.

*  Encourage open discussion that allows for disagreement on issues but doesn't toler-
ate attacking individuals.

¢+ Ifthe agenda is taking longer than anticipated, decide as a group how fo proceed—
to extend the meeting or.fo re-schedule some agenda items to the next meefing.

5. Address disruptive hehav:or

A. Prevenfion techniques '

*  Get generdl agreement on the agendo before the meeting:

*  Setground rules with group input at the beginning of the meefing—for example: no
interruptions, allow everyone fo participate, be br:ef efc. Resfote ihese rules at the
beamnmg of subsequent meefings. -

. ere is a consistent problem ‘with certain peopie encoumge all participants to

* . point out dislmchng behc:\flor

B. What 6 do when behavior ¢ occurs:

»  if the person’s comments are off h'cck repeclf the goqls oF the meeting (”'I'hof’s an
inferesting point but we've agreed to focus todayon ... ).

* If someone is dominating the discussion explain the lmportance of group participa-
tion and call on others to give comments.
Toke short breaks to relieve fension.

* Form smafl committees to deol with specnﬁc problems or issues instead oF using -
vcluabie group time. _

— Adapied from “Facilitating Meelings” Ey Gayle Haberman
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Chapter Two

Conduct economic feasibility study.

PURPOSE:

To assess whether the proposed co—op is
likely to be successful and beneficial to its
members by determining important factors
including: markets and volume of business,
potential membership, facilities needed, op-
erating costs, capitalization and funding op-
tions.

GUIDELINES:

Divide the tasks and assign them to individu-
als or subcommittees. Every attempt should
be made to assure that data is collected and
utilized 10 make realistic projections.

Survey potential members.

It is important that the survey be thorough,

confidential, and accurate because the results

are crucial to the way that the marketing co-
op is organized.

* Determine what information you need
from potential members and prepare a list
of questions. Surveys can be completed
by phone, face—to—face or distributed
questionnaire.

* Contact everyone that is interested in the
co—op. Survey information should in-
clude what they produce, how much they
produce and how much they would be
marketing through the co-op, what their
overall needs are, and what they would
like to accomplish from the co-op. Deter-
mine whether potential members plan 10
market all of their products through the
co-op or whether they expect 1o conduct
sales and marketing through other out-
lets as well.

* Identify the common needs and how
much each member can contribute to the
co—op’s business volume.

Conduct market research and analysis.
This research may vary slightly depending on
the particular product to be marketed, but
generally this research should discern the po-
tential market niche for the co-op, identify
potential markets, and define operational
technicalities like method of distribution.

* Talk 10 key individuals from similar co-
Ops in your state and visit those nearby.

* Find out about similar, non-cooperative
businesses and how they operate.

* Compile a list of essential items to be ac-
quired or accomplished (e.g. business li-
censes, key equipment) and approximate
costs.

* Investigate and identify possible sources
of funding—membership capital as well
as grants and loans. Investigate alterna-
tive funding sources such as special start—
up financing, economic development
money for job creation and revitalization,
and member loans.

* Obtain assistance from outside experts
and consultants with experience in start-
ing new businesses and new co-ops.
Check with your regional cooperative de-
velopment center, USDA, local university,
county extension office, economic devel-
opment agencies, chamber of commerce,
and related groups for possible resources
and experts.

Prepare financial projections.

* Compile the information that has been
collected. For a list of specific areas to ad-
dress in your feasibility study, see the next
page.

* Outside experis and consultants will be
invaluable in helping 10 prepare this
information.

CTTCOPIPIVIVIGIIIIIIIIIIIIIIIIIIIDY Y
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- KEY DECISION: IS THERE SUFFICIENT PRODUCTION CAPACITY
FROM MEMBERS AND DO THE INITIAL
FINANCIAL PROJECTIONS SUPPORT
STARTING A CO-OP?

For more detailed information: (for complete citation, see Bibliography)
National Society of Accountants for Cooperatives: NSAC Resource Guide
Rasmussen: Financial Management in Co-operative Enterprises

FEATURE: KEY ELEMENTS OF A FEASIBILITY STUDY

Purpose of the co-op

* identify common needs.

* Determine the services that the co—op will provide to members.
*  Define the kinds of products the co-op will market.

Business potential

*  Defermine the market for products.

* Usllize data from survey of potential members to determine probable membership
size and supply of products for marketing. '

* Outline the shipping or transportation needs (and costs) involved in getting the
co—op’s products o its customers. - : S

*  Ascertain the competition the co-op will face.

Define how operations will work

¢ Determine method of guaranteeing that members will maintain a predictable supply
of products or services for marketing.
Define the workings of and costs in operating the co—op.

*  Determine the tofal.costs of necessary equipment, facilities, and personnel.

*  Determine the approximate costs and benefits of marketing without a co-op. (This will
need to be compared with potential financial-benefits o the members of the co—op.)

Finances and financial justification

¢ Determine start-up costs.

¢ Determine the approximate costs of operating such a co-op. '

* Financially relate the operation costs, .member;ben'eﬁts-uncr financial needs. -

Financing sources and costs - _ :

* Determine financing options.and their related costs. :

*  Esfimate the amount of initial funding potential from members and ofher sources.

*  Ascertain the approximate total amount that members will need to contribute fo the
base capital of the co—op and how it will be collected.

Start~up needs : :

* Consider organization and research time, availability of facilities, seasonal produc-
fion cycles, management recruitment and other applicable factors to establish a real-
istic fimeline for storting the co-op. ' S

. l:lz;aa‘tlarmine: overall approximate start-up costs, including the availability and cost of

cilities. '
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Chapter Two

Hold a meeting of potential members to report and discuss

feasibility findings.

PURPOSE:

To use the findings of the feasibility study
and the reaction of potential members to de-
termine whether the co-op makes financial
and practical sense, and to assess commit-
ment to co-op formation.

GUIDELINES:
(It may be necessary to hold two meetings to
cover the entire report. }

Publicize the meeting.

*  Notify those who have attended previous
meetings or expressed an interest in the
co-op by mail, telephone and posters;
encourage them to bring other potential
members.

* Announce the meeting by using public
service announcements, community cal-
endars (for local radio, television sta-
tions, and newspaper) and applicable
trade journals.

* Be aware that in some marketing situa-
tions, competitors or existing marketing
agenis may attempt to hinder the co-op’s
organization efforts.

Prepare written materials for
members to review.
* Prepare a written agenda and copies of

the Steering Committee’s summary of
feasibility findings and recommenda-
tions to potential members and distribute
lo meeting participants.

Review the feasibility findings in detail.

¢ Discuss the business idea, its markets,
and the financing needed for start-up and
operations. Stress the importance of
member commitment to marketing
products through the co-op to insure a
sufficient and predictable supply of prod-
ucts to be marketed.

* Encourage full discussion by all partici-
panis.

* Consider day-to-day operations, man-
agement needs and projection for needed
employees (if applicable).

After sufficient discussion, hold a vote

of the meeting’s potential members on

whether to proceed with the co—op.

* If members vote 10 incorporate the co—
op, the resolution should clarify that the
Steering Committee is responsible for
preparing legal documents for the co—op.

* Members may also request that further
research be done, or that changes be
made to the Steering Committee report.

KEY DECISION' ARE MEMBERS COMMITTED TO

STARTING A CO-OP?




o Prepare a business plan.

PURPOSE:
To define how the co-op will be structured
and linanced.

GUIDELINES:

A detailed and thorough business plan is
needed in order to finalize the findings of the
feasibility study, and determine operations
and the on-going costs and benefits to the
co-op. In addition to being the key working
document for the co-op, a business plan is
required [or most loan and grant applica-
tions.

Importance of the business plan.

* The business plan outlines and defines
every facet of the co—op’s potential busi-
ness and operations—including who is
involved, obligations of members, who
the customers are, how they will find out

about the co—op’s products, how prod-
ucts witl get to them, where the money
will come from, and the costs of opera-
tion {see next page).

The discipline of documenting your
ideas and assumptions—projecting {i-
nancial and operational figures—and
pulling all of these elements together
into one complete plan is invaluable to
any new business. The plan will be
changed over time 1o adapt to an evolv-
ing business environment.

Although the co-op Steering Committee
must be intimately involved in the busi-
ness plan development, the assistance ol
consultants and resource people experi-
enced in working on new business stari—
ups and preparing business plans will be
essential to insure an accurate, objective
and useful plan.

KEY DECISION' DOES THE BUSINESS PLAN SUBSTANTIATE MEMBER
' BENEFITS AND THE CO-OP’S SHORT- AND
LONG-TERM VIABILITY?

For more detailed information: (for complete citation, see Bibliography)

Sargent: Your Business Plan

Swanson and Myers: Business Planning for Cooperatives
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Chapter Two

FEATURE: A BASIC BUSINESS PLAN
Table of Contents

1. Introduction and Summary:

Name, address and phone number of business; names {and phone numbers) of key
ersonnel {management and Board of Directors or Steering Committee):; summary of

Eusiness plan Findgings.

2. Business Description:
*  statement of purpose for the co-op; definition, of members; summary of legal form;
goods and/or services fo be offered by the co—op
* industry overview; current status and prospects in the industry; new products and
~ developments; trends influencing the industry
product description; how it is unique; status of product development
*  strafegies used by the cooperative fo insure o predictable supply of products

3. Market Research and Plan: ,
* potential customers and market size and trends—competition analysis; estimated
sales and projected market share ‘ _ '

* overall marketin strateg vality contral; pricing; sales tactics; service and war-
ranty policies; qierﬁsing and promotion plans

4. Management and Development Plan: TR
* management—ownership; Board of Directors; key personnel and organizational
chart; fraining needs; supporting professional services; staff needs and costs .

* organizational develépment——steps in developing the business: obstacles and risks;
development schedule; projected costs B '

3. Technical and Operational Plan:
General operational plan; break-even levels of production; location; facilities description
and capacity; equipment needs; labor force; analysis of critical risks

6. Financial Plan: S o
. Erofe_cﬁons for: profit and loss, cash- flow,.and balance sheet; break-even analysis;

nancing sources, and justifications for these projections .
* presentation of optional financial plans given three scenarios—best, worst and ex-

7. Community Benefits: »

- Econémic; human develspr ent; community developrent

8. Sdpporl-in 'Documents:

"Resumes of lea ership group; letters of refefencé;. copies of drafied ‘membership ogree-

ments {these are subject fo approval by the membership); efc.
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with potential members.

PURPOSE:
To evaluate the business plan, make adjust-
ments and either approve or reject it.

GUIDELINES:
Prepare for the meeting and emphasize
the importance of attendance.

The Steering Commitiee should prepare a
report (or supervise its preparation) that
summarizes the findings of the business
plan research and distribute it to poten-
tial members before the meeting.
Conclude the report with the committee’s
recommendation to proceed or not to
proceed with the co-op.

Share the business plan results with
potential members.

Review all aspects of the business plan.
Discuss the proposed business organiza-
tion, management structure, governance

o Convene a meeting to review business plan

structure, financial needs, and capital
ownership arrangements.

Carefully discuss the Steering
Committee’s recommendations.

Obtain the group’s formal commitment to
organize the co-op.

Vote on whether or not to proceed with
organization.

initiate funding.

Solicit an established financial commit-
ment from potential members. This pro-
cess will serve two functions: it will sifi
out those who are most committed to the
co-op, and it will generate funds essen-
tial for the documents outlined in the
next step.

Prepare loan or grant documents, as ap-
plicable.

4 “ ~"""KEY. DECISION: SHOULD THE GROUP CONTINUE
el WITH CO-OP ORGANIZATION?
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Draft legal papers and secure membership

commitments.

PURPOSE:

To clarily organizational details, prepare nec-
essary legal papers, and secure the written
and financial commitments of members.

GUIDELINES:
Use the guidance of an attorney experienced
with cooperatives to complete this step.

Select a name.

In order to conduct business and incorpo-
rate, the co—op must have a name. Including
the word “cooperative” or “co—-op” in the
name reminds members and the public that
it is a producer-owned business (in some
states only organizations legally incorpo-
rated as a cooperative can legally use the
name).

Prepare bylaws, articles of incorporation,

and membership agreements.

+ The bylaws provide legal guidance to op-
erating the co-op including topics like
membership, shares, membership meet-
ings, voting, directors and officers, and
how bylaws can be changed. The articles
are the founding legal documents that
give the corporation its existence. The
membership agreement specilies the
rights and obligations of membership.

* Articles, bylaws and membership agree-
ments should be approved by potential
members and reviewed by an attorney

KEY DECISION:

experienced with co-ops. The docu-
ments will need to be approved by the
membership at the charter meeting.

+ Copies of each approved document
should be distributed to each potential
member in preparation for the charter
membership meeting.

Incorporate the business.

Incorporation is strongly recommended be-

cause it limits liability for individual mem-

bers, provides a legal entity for business
transactions, and allows enforcement of by-
laws and membership agreements.

»  Articles of incorporation and bylaws are
usually filed with the Secretary of State’s
office, though specific regulations vary
by state.

Secure membership commitments.

* Request that interested members sign
the approved membership agreement.
Technically this document is not usually
valid until after the charter meeting. By
signing the membership agreement, the
new member agrees to belong to and use
the co—op and to furnish a specified
amount of initial capital under specified
conditions and time period.

* Additional membership recruitment or
communication with those unsure about
membership is often an ongoing need
for the co-op.

DO WE HAVE MEMBERSHIP COMMITMENT

TO THE CO-OP?

For more detailed information: (for complete citation, see Bibliography)
Baldwin: Co-op Incorporation Sourcebook
National Cooperative Bank: Draft Articles and Bylaws
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Chapter Two

FEATURE: Sample Membefship Agreement

As a member producer of {name of coop) | agree to:

1. Be bound by the cooperative’s articles of incorporation, bylaws, rules and regulations now or as

amended.

2. Agree Lo offer all of my approved products to the cooperative first, before offering them to any

ofner market.

3. Abide by the association’s price siructure that in the event | produce more items for a volume of

items) than the association can sell, | can sell to another market at a price no less than the co-op’s. if

t sell to an individual, | must sell ot retail prices.

4. Appoint the association as my agent o sell all of the products contracted for which have been

approved by the Standards Committee or quality controf manager. After approval, of] products

rect;ived by the co-op will be inspected for quality. | will accept the refurn of unsatisfactory
roducts. S

g. Deliver such products at such fime and to such places as may be prescribed by the co~op, o ifs

representative, i .

6. Notify the co-op of any lien on the products delivered,

7. Supply to the co—oponly those prbj:;rds designated and contracted for by the co-op.

8. Pay the co-op q penalty on any products not delivered as agreed in this contract, The penalty

woufgbe equal o the gross margin E)st o the co-op by the undeliverable producs, plus any legal

itincurs in.the collection of this penalty. _

|‘l?1. Provide my {product information, designs, patterns, list of ingredients) for approved products to
e co-op. S , , ,

10. AssisF; the coop in training other members fo meet market needs as possible and practical,

I hereby agree to deliver the following items, o be marketed wholesale and/or refail of the discre-
fion of the co~op: B

quantity . item price

The co~op agraes to: o

1. Accept producers as members when'their products have been approved by the Standards Com-
mitfee or quality control manager.. . . »

2. Act as agent for. the markefing of products of the member producer as herein provided.

3 Murketmembers' products in.a manner deemed fo be the most advantageous for its members.

those products.
{producer’s name ond address) 7 ' {date)
{producer’s social security number, phone, et} . {omaunt paid)
Accepted by —

Isignature of authorized represeniotive) {dote)
on behalf of - -

{name of cooperalive) ) o faddress, etc.}
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of Directors.

PURPOSE:
To formally begin the co~op and accept the
articles and bylaws.

GUIDELINES:

Review member roles and
responsibilities.

Members govern their co-op by electing the
Board of Directors to represent the co-op.
The Board hires and oversees management;
management is accountable to the Board:
and the Board is accountable to the mem-
bers. In this way, members exercise owner-
ship and control of their cooperative.

Approve bylaws.

* As with any Board meeting, minutes
should record what transpired during
the meeting,

* Review and discuss bylaws. If necessary
amend the bylaws, being careful that
amendment is subject to legality upon
review of legal counsel.

* Ask for a motion and vote to approve, or
adopt the bylaws by a majority vote of
the co—op’s members.

Elect Board of Directors.
* Hold an election to choose the co—ops
first Board of Directors.

- KEY DECISION: WILL THE BYLAWS BE APPROVED AND WHO WILL
. SERVE ON THE BOARD OF DIRECTORS?

For more detailed information: (for complete citation, see Bibliography)
Chapman and Holland: The Contemporary Director

Garoyan and Mohn: The Board of Directors of Cooperatives

USDA/Agricultural Cooperative Service: Organizing and Conducting Cooperatives'

Annual Meetings

Hold the first, or charter, meeting and elect Board

Share information with members.

* Present recent developments with the
membership. Discuss roles and responsi-
bilities of members, Board and manage-
ment.

* Discuss or announce plans lor ongoing
communication with members.

Convene first Board meeting.

The Board of Directors should hold its first

meeting shortly after the charter member-

ship meeting. The following should be ad-
dressed at the meeting:

* Elect officers—Board president, vice—
president, secretary, treasurer, or other
positions as delined in the bylaws.

* Approve a membership application and/
or agreement.

¢  Clarify Board and management roles and
responsibilities and how responsibilities
will be fulfilled (e.g. prepare job descrip-
tions, action plans, or work assign-
ments). -

*  Select a bank orﬂ‘?inancial institution and
arrange for bookkeeping and handling of
the co—op’s linances.

*  Reler to the business plan and address all
matters needing attention to start opera-
tions, including hiring the co—op’s man-
agement.
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FEATURE: BASIC RESPONSIBILITIES OF THE CO-OP
BOARD OF DIRECTORS

The Board of Directors is responsible for a corporation’s actions and for ensuring that the
corporation complies with regulations. The primary responsibility of a Board is to make
sure that the best interests of the corporation {the co—op) and its owners (the members) are

protected.

The fundamenial legal standard for directors is to act “in good faith, in a manner he/she
reasonably believes to be in the best interests of the corporation, and with such care as an
ordinarily prudent person in a like position would use under similar circumstances.” All
directors are responsible for meefing this standard.

Boards meet at regular, set intervals, for example, monthly, bi-monthly, or quarterly. Offic-
ers (president, vice president, secrefary, and treasurer) are typically elected to organize
work and toassist in the Board's infernal-operations. Effective Boards get training and help
os soon.as possible and pursue on—going training and educational programs to help them
understancr and effeclively fulfill their respons_ibﬂities.

Three primary responsibilities of the Board:

1. To act as trustees on behalf of the members. Boards do this by carefully monitoring the
co-op’s financial status, by hiring auditors fo review financial records, by reporfing on the
status of the co-op to the members regularly, and by making sure that the co—op follows its
bylaws, policies, and appropricte regulations. . o

2. To ensure sound management of the co—op. Boards are responsible for hiring and
supervising the co—op’s management. Boards do this by reviewing management reports
and monitoring key indicators {such as inventory turnover, sales trends, or other financial
ratios) as well as by evaluating management performance. |

3. To set long—range goals and to ensure planning for the co—op’s future. Boards do this by
being involved in strategic planning discussions, by approving yearly and long-range
plans, and by seffing performance goals. ' ' }

A Special Note on the
importance of Clear
Board

and Management BOARD
Roles = - - of

The Board of Directors and S° DIRECTORS
management both play
crucial roles in the
organization’s success. The
Board is accountable to the
members. Management is MEMBERS MANAGEMENT
hired by the Board and is
accountable o the Board. S

Management is responsible for the day-to-day operations of the co-op. The Board does
not parficipate in the management of Cf\;)t-td—cray operafions.
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Implement the business plan.

PURPOSE:
To prepare for the start-up of the co-op’s
operations.

GUIDELINES:

Secure financing and finalize agreements
from all sources: Members, grants, loans,
purchases and rentals.

Acquire facilities and necessary licenses .

and permits.

Hire a manager. .

The Board of Directors or a special committee
is responsible for hiring a2 manager.

« ldentify the skills expected from the man-
ager.

+ Prepare a job description that clearly
specifies responsibilities (see p. 26).
Specify any particular goals for the man-
ager in the first year.

+  Advertise the position as widely as pos-
sible. Many trade magazines require sub-
stantial notice for position listings. Local
papers and employment offices can often

Chapter Two

list jobs very quickly. Depending on the
skills and experience needed, you may
wish to consider engaging a search firm.
Use as many local contacts as you can
think of — local economic development
agencies, chamber of commerce, busi-
ness people, local co—ops, etc., to publi-
cize the position.

Carefully screen all applicants. Check
references and job experience.

As you search for potential co—op man-
agers, consider looking for managers
with successful start-up experience. The
right manager for a start—up may not be
the right manager to manage the co—op’s
operations in the long term. Starting a
new business requires special skills.

Early management responsibilities
should include developing communica-
tion skills with members that build trust
and engender support, researching fa-
cilities and equipment, working on mar-
keting or sales efforts, and making ar-
rangements to begin the co—op’s opera-
tions.

DECISION: IS THE CO-OP READY TO BEGIN
OPERATIONS?

For more detailed information: (for complete citation, see Bibliography}
Henehan and Anderson: Decision Making in Membership Organizations
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FEATURE: SAMPLE GENERAL MANAGER
JOB DESCRIPTION

Accountable to: .
The general manager is hired and supervised by the co-op's Board of Diredtors. The general
manager serves at the Board's discretion.

General Responsibility:
To establish cmcr oversee the management of the co—op's affuirs to meet the goals and objectives set
by the Board of Directors. Hire and supervise other staff as needed.

Specific Responsibilities:

Board relations

s Prepare clear and timely reports o the Board. Address Board concems and issues raised by
the Board in a timely ond etfective fashion.

*  Keep directors informed about major matters between Board meetings. :

»  Work with Board to prepare for and ensure productive, effective Board meetings. Prepare
proposals for Board consideration.

Finances _

¢  Ensure adequate financial records and infemal conrols to provide fimely and accurate finan-

cial statements. Prepare financial statements to submit to the Board.

Ensure the co—op’s assefs are adequately safeguarded from loss.

Coordinate the preparation of all budgets and financial projections.

Oversee in—depth financial unulrsis and promptly address financial problems.

Initiate financial planning, use of member equity, financing needs, future profitability, etc.

o prepare comprehensive morkefing plans o buld short- and | |

¢ Prepare comprehensive marketing plans to build short- and long—term stability.
E;esﬂ?e that HwF:a- co-op is effecﬁvelg pﬂ=:s¢anted fo customers and tg;:a public. 4

Monitor and improve customer cnci) member service levels. '

Perform regular analysis of the co—op’s competition and market potential. |

Represent the co-op in trade and local business associctions.

Operations

*  Effedively organize the co—op'’s operations to maximize profitability.

¢ identify and address operational problems.

o Plan for the co—op's on-going operational needs, including technology, facilities, and
equipment.

*  Ensure compliance with all applicable federal, state, and local laws.

. & & @

e Mgintain adequate security of facilifies and insurance for the business.

Human resources ,
o Establish and ensure that effective personnel policies and procedures are in place that -
support the co—op's values. '

s Hire, evaluate, and set compensation for staff.

*  Ensure adequate training, evaluation, safety, and personnel systems.

s Monitor personnel “key indicators” and plan for improvement as needed.

Member relations

*  Establish systems and procedures that ensure the co-op’s members remain informed cbout the
co—op's status, needs, and adiviies.
Make sure that members’ needs are regularly measured and addressed.
Establish quality control standards and enforcement procedures. Communicate clearly about
these standards and procedures to members.
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Start operations.

GUIDELINES:

Once the co—op is incorporated or has ap-
proved the bylaws, it is ready to begin opera-
tions. As soon as management (and staff)
have been hired, their first task will be to be-
gin implementation of the co~ops business
plan. Aside from operational matters, man-
agement should be responsible for the fol-
lowing activities.

Develop community recognition.

* Celebrate a Grand Opening with a sale or
other special commemoration.

* Publicize the co-op’s early accomplish-
ments to help create a positive image of
the co-op in the community.

Establish and maintain on-going commu-
nications with members. Members are
crucial to business success.

* The co-op should keep in close commu-
nication with members and the Board of
Directors—especially if it takes a while to
get things going. As the co—op begins
making sales, keep members appraised of
progress.

Chapter Two

* Develop a plan for recruiting and screen-
ing new members.

* Conduct a periodic membership survey
to make sure the co—op is meeting needs.

Hold a planning session or retreat.

Once operations have begun and you have

some operating history (about six to nine

months}), hold an intense planning session or
retreat for management and the Board to dis-
cuss how things are going and where to go
next. Establish short- and long-term goals—

1 and 5 year—for the co—op. The co-op’s on~

going success depends on constant vigilance

to business basics and keeping in contact
with members.

* Review the list of “keys 1o success” and
strategize on how your co-op can
strengthen its operations in these areas.

* Integrate on—going training for the co—
op’s Board and management—continu-
ous education is critical to keeping mem-
bers and the co-op’s leadership “up to
speed.”

For more detailed information: (for complete citation, see Bibliography)
Baldwin, Van: A Legal Guide to Co-op Administration
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Chapter Three

HEYS 10

SUCCESS

Each cooperative has unique aspects and
faces different start-up challenges—however,
there are common areas critical to the future
success of the cooperative. The main reasons
that new businesses, including cooperatives,
fail are:

« insufficient financing

* lack of business expertise
By paying careful attention to these areas you
can avoid many problems that shut down
most new businesses. The following are some
key areas to ensure the success of a new co-
operative business.

1. Clearly Defined Purpose and Focus
If you don't know where you are going, any old
place will do.

A new cooperative should be formed to
achieve specific goals for member’s needs that
are clearly identified and accepted by its
members. When a co-op’s purpose is under-
stood by everyone involved, it is much easier
to define the path (business plan) and
achieve those goals.

In the beginning, primary goals should be ad-
dressed with a specific focus——possibly han-
dling a few products or services. This gives
the co-op the opportunity to test the market
and collect more detailed information that
will promote growth, stability and success.

2. Thorough Business Plan
The business plan is a road map detailing where

your co-op is going, and how it is going to get
there.

A business plan is a conservative look into
the future. The purpose of the business plan
is to minimize the risk associated with a new
business and maximize the chances of suc-
cess through research and planning.

The business plan should be accurate and
comprehensive enough to make people feel
secure in investing large amounts of their
own money. If members do not have the con-
fidence in the plan to invest their own money,
neither will a bank.

3. Sound Business Practices

If you don't drive your business, you will be
driven out of business (BC Forbes: Forbes L1
Apr 74).

Sound business practices create a solid foun-
dation from which to operate. Good book-
keeping and accounting in the beginning
prevent major financial problems down the
road.

4. Adequate Financing

Success is more a function of consistent common
sense than of genius (An Wang: Boston Maga-
zine, 1986).

Start-up funds are required to conduct feasi-
bility studies, research and prepare the busi-
ness plan, pay attorney and accountant fees,
and cover initial operational phases of the co-
op until product sales bring in cash to run the
business.




Co-op members are the key initial source of
financing for the cooperative . This money is
collected from members through the sale of
shares or ownership certificates of the coop-
erative. Finances collected from member-
ship should provide enough collateral to le-
verage additional financing from banks or
other iending institutions.

Options for obtaining additional financing
should be thoroughly researched. Options
often include grants loans, special start—up
financing, economic development money
for job creation and revitalization, and mem-
ber loans. Local economic development of-
fices and other agencies may have modest
amounts of money to assist groups with
start-up financing or may assist in locating
other financial sources.

5. Business Advisors and Consultants

Knowledge about Cooperatives

Many failed cooperatives neglected to take ad-
vantage of business and cooperative business
expertise.

Most producers are not expert business
people, and cooperative businesses are com-
plex. Utilize competent legal, accounting,
lending and development advisors—check
references and get referrals from other coop-
eratives. Advisors and consultants can save
you time and money, while helping your co-
op avoid predictable pitfalls and get a solid
start. Whenever possible, use prolessionals
familiar with co-ops. When that is not pos-
sible make sure that someone familiar with
co-ops reviews work done for your group.

6. Strong Member Commitment

If the néw venture is to succeed it must have a
broad base of support among its members.

It is not enough for lenders, accountants, at-
torneys, consultanis, and even a few leaders
among the member group to believe in a
project. This support is actualized by clear
membership agreements. The co-op is the

Chapter Three

primary place of business and strong finan-
cial commitment from the members is criti-
cal. These are indications of support and con-
fidence by the membership in the co-op.

7. Quality Control Satndards

A business is only as good as its products.

A consistent quality of product is essential for
the co-op to successfully market members’
goods. Product standards should be clearly
specified in the membership agreement.

8. Clearly Defined Roles for

Directors and Management

Boards direct, managers manage.

Many problems associated with cooperatives
can be avoided by ensuring that the Board of
Directors and the management clearly under-
stand their respective roles and responsibili-
ties. The Boards' primary obligation is to set
pelicy, help guide planning and monitor
management. The management’s responsibil-
ity is to run the day-to-day operations of the
co-op.

9. Ongoing Cooperative Education for
Members, Directors, Management and
Employees

Education is the ability to listen to almost any-
thing without losing your temper or your self-
confidence (Robert Frost: Reader’s Digest,
Apr 60).

In our society we are not taught how to own
and operate a business cooperatively. Because
of this unique ownership structure, ongoing
education and training is critical to the long-
term stability and strength of the cooperative.

10. Working Relationships with Other
Cooperatives (Avoid Isoloation)
Cooperatives best serve their members, and
their community, by cooperating with other co-
operatives.

Because cooperatives are unique, there is a
tendency to feel isolated in the business
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world. By networking with other coopera-
tives, cooperators have the opportunity o
learn from each other, share war stories and
laughs, and avoid a sense of isolation. By do-

Chapter Three

ing business with other cooperatives, coop-
erators not only have a better understanding
of one another, but strengthen the coopera-
tive movement as a whole.
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FEATURE: THE SAN DIEGO COUNTY
FLOWER & PLANT AUCTION

A grower-owned marketing co—op

The California Flora Culture Growers Association of the San Diego County Flower and
‘Plant Auction, was established in 1982 to help flower growers sell their products. The co—
op allows grower-members to earn more income and control how their products are

handled.

Modeled after successtul flower auctions in Vancouver (British Columbia) and the Nether-
lands, the co-op’s day begins as members deliver their cut flowers and greens to the co—
op at 4:00 a.m. At 6:00 a.m. customers can inspect products; the auction begins a half
hour later. The co—op's customers are retail florists, some of whom travel over 100 miles to
get fo the auction.

The auction is handled electronically with buyers seated at desks. The auction operates
the opposite from traditional auctions. When an ifem is introduced, it is listed at @ price
slightly above the expected market price. The price gradually falls until someone bids —
“so there is just one bidder on an item: If the buyer doesn‘ttake all of the product available,
the bidding starts again and gradually-falls until another buyer bids. The co~op handles
ﬁbouf 600 transactions per hour and the bidding generally takes up to one cmtf one~half
ours. e '

Forits 47 members, the co—op provides many tangible benefits. While most flower grow-
‘ers pay 25-30% commission fo wholesalers, the co—op charges members only 15%. Most
wholesalers discard unsold produdts. In contrast, the co-op nofifies members of unsold

- “product and they have the chance fo’ request that the product be put up for aucfion
- .another day, or fo pick it up. The co—op sells about 90% of what members deliver.

To join the co—op, a grower must sell through the auction as a non-member for one year;
paying a commission rate of 25%. After a year, the grower can apply for membership. If
the grower has suHiciently delivered the quality and amount of procﬁ.lct per contract terms
the grower is accepted. Members are required to invest $5,000 in the co—op; which can
be paid ever a three year period of time. : :

Today, the co-op has 20 employees, five of whom work full-time. While the maijority of
the co-op’s members are in Culié?:_l,i_o , the co—op also has members who grow ifems
Washington, Oregon, Hawaii, and Florida. After moving twice, the co-op decided that a
-permanent location was vital to its sucéess: It now ownsplﬁe 150,000 square foot building
! -~ “that serves as the San Diego Intermdtional Flord! Trade Center. The co—op leases space to
P 40 other tenants who are flower wholesalers. L




")

g o— -y

r
kS

VIVIDIDIDIBBIIBIIIIVII IS

i

-

r =y

r

T

Starting a co-op c¢an be a challenging and re- For groups that invest the time and work to
warding activity. It requires research, careful start a co—op, there are abundant benelits.
planning, patience, and uncounted hours of ~ You will learn about business and become
time. The co-op may not turn out exactly as  the co-owner of a dynamic and valuable
) it was originally conceptualized. It will in-  business. Most of all, you will provide your-
i evitably take longer than you wish it would selves with income and other tangible eco-
to get started. nomic benefits. Good Tuck!
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articles of incorporation — the founding legal documents of a corporation. When articles of
incorporation are filed with and approved by the appropriate state agency, the corporation
begins its own distinct existence, subject to the laws and regulations affecting that type of
corporation.

bylaws — describes how the co—op will conduct its affairs. While bylaws need to be more
specilic than articles, it is wise to avoid being too specific in bylaws. Bylaws are approved by
the membership and specify in more detail the procedures that will be used in approving
members, distributing net income, paying back members’ capital, voting, the number and
responsibilities of the Board of Directors, and other matters.

Board of Directors — the elected body responsible for the actions of a corporation.

capital — money used in a business, whether supplied by owners or borrowed. Capital most
typically refers to the money contributed to a business by the owners or stockholders. In
accounting, capital refers to the remaining assets of a business after all debts and amounts
owed to others have been deducted.

corporation — a legal entity created under state corporate laws. Once established, a corpo-
ration has its own legal powers, rights, and liabilities distinct from those of its owners or
managers.

dividend — amounts paid to business owners based on their investment. Typically, divi-
dends represent a share ol profits paid to shareholders proportionate to the shares held.
Cooperatives sometimes pay dividends to encourage member investment.

equity — the ownership interest in a business. Equity is typically calculated by subtracting
all liabilities (amounts owed) from all assets (amounts and property owned). Equity is made
up of investments by owners (members) and the cumulative earnings of the business.

incorporate — to establish a business as a legal entity. Incorporation typically entails filing
Articles of Incorporation and bylaws with the state to conform to a corporate statute.

market pool — a business arrangement between cooperative associations and their pro-
ducer members whereby the commeodity, product, or crops of many producers are sold by
the association instead of the individual producers. The proceeds of the sale are divided
among pool members. The cooperative management determines the best time and place to
sell. Members then receive the average return earned by the pool.

net savings - total income (sales) less total expenses. Also called profit and net income.




o

"
» patronage rebate or patronage refund - distribution of profits made by co-ops to mem-
% bers, proportionate to members’ use or purchases from the co—op. Also called patronage
} _‘ dividends.
i | . .
a2 shares or membership shares — the investment units sold to co—op members. Shares are
i » like stock in a traditional business, but are not subject to the same regulations that govern
:j stock in investor-owned firms. For that reason, most co—ops preler to use the term “share” in
i“ reference to member investments.
Y Steering Committee — a committee responsible for guiding work. In this context, the Steer-
i r_‘ ing Committee is the organizing group responsible for researching and planning a new co-
i T! op. A Steering Commiittee is typically elected or selected by those interested in researching
i 2 the feasibility of a new co—op.
-
-3
> | RESOURCES FOR FURTHER ASSISTRICE
; Center for Cooperatives Northwest Cooperative Federation
University of California 4201 Roosevelt Way, NE
Davis, CA 95616 Seattle, WA 98105

ph: 916/752-2408 fax: 916/752-5451 ph: 206/632-4559 fax: 206-545-7131

Co-op Directory Services United States Department of

919 21st Avenue S. Agriculture—Cooperative Services
Minneapolis, MN 55404 AG Box 3255

(Please mail inquiries) Washington, DC 20250-3255

ph: 202/720-6483 tax: 202/720-4641
National Cooperative Business

Association University of Wisconsin
1401 New York Avenue, NW, Suite 1100 Center for Cooperatives
- Washington, DC 20005 230 Taylor Hall
I ph: 202/638-6222 fax: 202/638-1374 427 Lorch Street
B Madison, W1 53706
{» NCB Development Corporation ph: 608-262-3382 fax: 608/262-3251

S AR

1401 Eye 5t., NW, Suite 700
Washington, DC 20005-2204
ph: 202/336-7680 fax: 202/336-7804

4

¥

1

PR R R RN

1

L

T

1 |

MR




.|
BIBLIOGRAPHY

Baker, Kirk and Anthony Nakazawa, Organizing for Business as a Cooperative. Alaska Coopera-
tive Extension, University of Alaska, Fairbanks, 1995. A primer for starting a co—op.

Baldwin, Van. Co-op Incorporation Sourcebook: Start up Materials for Cooperatives Incorporating
Under the California Consumer Cooperative Corporation Law. Center for Cooperatives,
University of California, 1994. Basic explanations of the steps to incorporation with
sample documents.

Baldwin, Van. A Legal Guide to Co-op Administration. Center for Cooperatives, University of
California, 1996. A guide to assist directors, officers, and other persons responsible for the
on-going administration of worker and consumer cooperatives in California,

Center for Cooperatives. Starting an Agricultural Marketing Cooperative. University of Califor-
nia at Davis, 1994. A comprehensive guide to starting an agricultural marketing co—op.

Chapman, Harold, Doug Holland, and Sean Kenny, editors. The Contemporary Director. Co—
operative College of Canada, 1986. A handbook for elected officials of cooperatives, credit
unions, and other organizations.

Dunn, John, Stanley K. Thurston and William S. Ferris. Some Answers to Questions About
Commodity Market Pools. USDA document number EC-509.

Garoyan, Leon and Paul Mohn. The Board of Directors of Cooperatives. University of California
Cooperative Extension, 1976. A basic reference book for co—op Boards of Directors.

Garoyan, Leon. Information About California Marketing Cooperative. Center for Cooperatives,
University of California, 1991. Basic information about marketing co—ops.

Gray, Deborah and Mahlon Lang. Starting a Cooperative for Hardwoods and Special Forest Prod-
ucts. Center for Cooperatives, University of California, 1995. A handbook for groups in-
terested in marketing cooperatives to handle special forest products.

Haberman, Gayle. Heaven Sent Housecleaning Cooperative: The Road io Self-Management and
Workplace Democracy. Gayle Haberman, 1994. Report and training manual that chronicles
the experiences of a worker cooperative in San Francisco.

Henehan, Brian M. and Bruce L. Anderson. Decision Making in Membership Organizations.
Department of Agricultural, Resource and Managerial Economics. New York State College
of Agriculture and Life Sciences. Cornell University. Ithica, New York: June 1994. Presents
the findings of a study of decision making practices of fourteen U.S. agricultural coopera-

tives.
]

Hill, Patricia, Mary Jean McGrath and Elena Reyes. Cooperative Bibliography. University Cen-
ter for Cooperatives, University of Wisconsin — Extension, 1981. An annotated and ex-
haustive guide to works in English on cooperatives and cooperation.




AR A N L XN N N N NN N R PP R

§

McLanahan, Jack and Connie, editors, Cooperative/Credit Union Dictionary and Reference. Co-
operative Alumni Association, 1990. An excellent relerence to all aspects of cooperative
activity

National Cooperative Bank. How to Organize a Cooperative. (brochure and booklet by the same
name) National Cooperative Bank, 1992. An adapiation of the How to Start a Cooperative
book published by the USDA, adapted for different types ol co~ops.

National Cooperative Bank. Draft Articles and Bylaws. National Cooperative Bank, 1994. A
guide to draft language for co—op articles of incorporation and bylaws.

National Society of Accountants for Cooperatives. NSAC Resource Guide. National Association
of Accountants for Cooperatives, 1994, A listing of resources specifically addressing fi-
nancing, accounting, taxation, and legal issues applicable 1o cooperative.

Rasmussen, Eric. Financial Management in Co—operative Enterprises. Co—operative College of
Canada, 1975. A comprehensive overview of financing in cooperatives, including basics
and details about feasibility studies, rate of return and break-even analysis, and cash man-
agement.

Roy, Ewell Paul. Cooperatives: Development, Principles and Management. Interstate Printers and
Publishers, 1981. A university textbook that comprehensively reviews the theory, history,
and actual practices of co—ops of all types.

Sargent, Dennis ]. Your Business Plan. Oregon Small Business Development Center. Eugene,
Oregon, 1990. A detailed workbook for establishing a business plan.

Schaars, Marvin A. Cooperatives, Principles and Practices. University of Wisconsin, Madison,
1980 (revised). An overview of cooperative structure and operational applications, mostly
oriented toward agricultural and marketing co—ops.

Sexton, Richard and Julie Iskow. Factors Critical to the Success or Failure of Emerging Agricul-
tural Cooperatives. Giannini Foundation ol Agricultural Economics, University of Califor-
nia, 1988. An exhaustive study of the keys to starting a successful agricultural co—op.

Swanson, Walden and Mary Myers. Business Planning for Cooperatives. Cooperative Develop-
ment Services, 1991. A detailed guide to preparing a business plan for cooperatives.

USDA/Agricultural Cooperative Service. The Cooperative Approach to Crafts. Cooperative In-
formation Report 33, Revised 1992. A comprehensive guide to starting a crafts co—op.

USDA/Agricultural Cooperative Service. How to Start a Cooperative. Cooperative Information
Report 7. Revised 1990. Basic steps and issues involved in starting a co~op, primarily ori-
ented toward agricultural and marketing groups.

USDA/Agricultural Cooperative Service, Organizing and Conducting Cooperatives’ Annual Meet-
ings. Cooperative Information Report 21. Revised 1983. A guide to preparing for and hold-
ing an annual meeting.

USDA/Agricultural Cooperative Service. “How to Start a Cooperative,” 1991. A video that reviews
guidelines and the steps involved in starting a co~op—geared toward marketing CO—0ps.

izg

g'??

/



