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Farmer Cooperative Performance

In a Changing Economy

GERALD E. KORZAN

Introduction

This publication summarizes and in-
tegrates results of the research of those
in the western states participating in
the regional research project entitled
"Impacts of Changing Marketing
Techniques and Structure on the Or-
ganization and Management of Coop-
eratives." This project was started
July 1, 1958, and concluded June 30,
1962.

Individual research results are not
given equal space in this report. This
does not mean some are more impor-
tant or significant than others. Rather,
some of the results obtained fit better
into the general format of this report
than others. As a matter of fact, some
results obtained by workers outside the
project are included in order to round
out this integrated summary. Research
results of the cooperating states and
agencies are identified through foot-
notes to enable interested readers to
obtain copies.

The economic environment in which
cooperatives operate has changed mark-
edly in recent years. Agricultural prob-
lems do not originate exclusively within

'Earl Heady, Better Farming Methods,
March 1961.

the agricultural industriessome stem
from the economic growth and devel-
opment of the nation as a whole.1 Fig-
ure 1 shows the relationship between
inflation and farm production costs in
the United States. It can be seen that
farmers were using nearly twice as
many inputs in 1961 as in 1940. Dur-
ing the same period, the dollar value of
these inputs increased by nearly two
and one-half times. Changes in volume
and in prices have their impact on busi-
nesses handling farm equipment and
supplies. Real growth in size of busi-
ness, however, is measured in terms of
volume of goods and services and not
dollars.

The volume of farm marketings in
the United States as shown in Figure
2 has increased 35% since 1947-49
while prices have declined nearly 12%.
A declining price level for farm prod-
ucts tends to invite criticism of coop-
erative enterprise, particularly domin-
ant firms, unless the membership can
see improvements in operating effi-
ciency as reflected by net earnings.
Growth in size, performance, and ori-
entation to current needs at rates con-
sistent with changes in the rest of the
economy are essential among farmer
cooperatives if they are to improve
their effectiveness.
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FIGURE 1. Inflation and farm production costs, United States, 1940-1961.

Total Purchases Farm
Inputs at 1940 Prices

Billion dollars

Total farm production
expenses

Source: The Farm Income Situation; Deman-d and Price Situation; and Agncuttural Prices, U. S. Depart-
ment of Agriculture.

The Problem of Size Among Typical Cooperatives

The most numerous marketing and
supply cooperatives are characterized
here as typical. Large firms will be con-
sidered under a separate heading.

For the purpose of this study, typi-
cal cooperatives are defined as those
found in most market areas. They do
not dominate but are the most numer-
ous and characterize market arrange-
ments in their respective areas. Many,
but not all, of these cooperatives have
been and still are effective competitive
forces. Many have increased the net
incomes of farmers who belong to
them. Research results of several stud-

ies are summarized here to show the
present status, problems, and needed
adjustments of so-called typical coop-
eratives with particular emphasis given
to the importance of achieving ade-
quate size.

Sortie typical firms are too small.
An analysis of the operation of 21 co-
operative cotton gin organizations in
New Mexico shows that some of these
firms must adjust their size or go out
of business.2 Single battery gins, with

H. R. Stucky, New Mexico Agr. Expt.
Sta. Report in process of preparation.
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FIGURE 2. Marketings, receipts, and prices, United States, 1947-1 961.

Source The Farm Income Situatioi and Agricultorol Prices, U. S. Department of Agriculture.

practically no other business activities,
with less than 3,000 bales annual vol-
ume cannot compete. The same is true
of organizations operating more than
one gin handling less than 8,500 bales
annually. These small-volume organi-
zations are at a disadvantage due to
changes in harvesting practices and in
the requirements of the market for
high quality cotton. Since 1958 there
has been a rapid change from hand
picking to mechanical picking of cot-
ton. The use of the mechanical picker
has required gins to make two changes:
first, to increase the capacity per day
because the cotton comes into the gin
faster from mechanical pickers; and
second, to place more machinery in the

gin in order to clean the leaves from the
machine-picked cotton.

From the marketing side, competi-
tion from synthetics, with their uni-
form-quality fiber, has required the
gins to produce a uniformly clean
product in order to compete success-
fully. This has resulted in the installa-
tion of more cleaning equipment and
dryers, particularly in connection with
machine-picked cotton. The market is
also testing cotton for uniformity in
length and strength of fiber. If cotton
is to be properly ginned, the manager
must be a highly skilled individual able
to handle the complex machines and to
produce a uniformly clean product
without losing too much in waste, or
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without unduly reducing the length or
the strength of the cotton fiber. These
requirements have caused a sharp in-
crease in the costs of operating cotton
gins.

An aggregate balance sheet of 26
Hawaiian farm cooperatives (exclud-
ing California and Hawaiian Sugar
Refining Corporation) shows that these
firms are small when compared with
those of other sections of the United
States. Less than two million dollars
in total assets were employed by 26
cooperatives, which is an average of
less than $72,000 per unit. Only 49%
of the assets were member owned. De-
spite the fact that 19 of the associa-
tions were organized after 1946, own-
ership of only 49% of the assets em-
ployed in the businesses indicates fi-
nancial weakness.

A survey of 173 Utah egg producers
in business since 1945 shows that 88%
marketed their eggs through coopera-
tives in 1945, 76% in 1950, 66% in
1955, and 41% in 1960. Of the 173
producers included in the sample, 63
had changed their major marketing
outlets for eggs during the last 15 years.
Of the 63 making the change, 59 de-
serted their cooperatives. Only two of
the 63 began marketing through coop-
eratives during this period.

The primary cause for the trend
away from cooperatives is price. Pro-
ducers leaving cooperatives tend to be
the ones having larger flocks. Coopera-
tives must improve producer prices for
eggs and feed by distributing present
costs and receipts more equitably and

C. W. Peters, Agricultural Coopera-
tives in Hawaii-1959, Agr. Econ. Rept. No.
42, University of Hawaii.

R. A. Christensen, Changes in Coo pera-
tive Patronage by Utah Egg Producers, Agr.
Econ. Series 62-1, Utah Agricultural Experi-
ment Station, 1962.
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passing on volume savings to larger
producers. In the long run these coop-
eratives need to reduce operating mar-
gins so additional savings can be passed
on to all producers. if this is not done,
more egg producers can be expected to
withdraw from cooperatives. The more
producers of large volume that leave
their associations, the greater the price
problem will become as a result of
smaller volume, and, hence, higher unit
costs.

An Oregon study which is repre-
sentative of the Pacific Northwest
shows the financial condition of 27 co-
operatives as excellent, on the average,
throughout the 1O-year period, 1950-
595 Slightly more than three-quarters
of the assets were financed by mem-
bers. However, when the 14 small co
operatives are placed in one group and
the 13 large ones in another, and their
performance compared, some important
facts become evident.

The 14 cooperatives considered to be
small had average sales of $289,000 in
1959. The 13 cooperatives in the large
category had average sales of $1,024,-
000. The average annual rate of growth
in sales was 2.42% for the small group
and 6.50% for the large group.

With respect to net margins per (101-
lar of assets, the large cooperatives
made 31% more efficient use of their
resources than the small firms over the
10-year period. Expenses per (lollar of
sales averaged 13% less for the large
associations, and the large associations
averaged 33% higher net margins than
the small firms, The annual return on
member-invested capital was equal to
7% for the small firms and 10% for
the large firms.

G. E. Korzan, A Decade of Perform-
once by Oregon Farm cup ply Cooperatives,
Oregon Agr. Expt. Sta. Cir. of Info. 606,
February 1961.



This study clearly showed that size
is an important factor in determining
internal firm efficiencies and rate of
growth. The larger associations enjoyed
advantages which enabled them to re-
alize higher returns for their members.
Furthermore, general observation indi-
cates that most of the larger associa-
tions gave more complete service than
the smaller ones. None of the large as-
sociations in this study is in danger of
failure, whereas two or three of the
small ones face this problein.

Mergers and consolidations are
possible. Research results from Ore-
gon, 'Washington, and elsewhere clearly
indicate that many cooperatives are too
small, and in fact, may not survive for
long in their present market structure.

An Oregon study shows how five
farmer cooperatives located in a 20-
square mile area doing a volume of
business of from $950,000 to $1,700,-
000 annually could achieve savings in
resource use and improve marketing by
merging into one relatively large firm.6
Illustrative of what can be done, a cen-
tralized bookkeeping system would re-
sult in annual savings of $15,500. Fur-
thermore, the cost of the audit might be
reduced by as much as $2,500 annually.
With reference to petroleum delivery,
savings resulting from (1) rerouting,
(2) reduced costs per mile, (3) less
deadheading, and (4) more efficient
transport amounted to 31% or another
$11,500 per year. These are important
savings.

For the most part, grass seed mar-
keting among these cooperatives has
been ineffective. During the three-year
period, 1956-58, the pool price for
grass seeds was less than the growers

C. E. Korzan, and H. C. Hogg, Farm
Coo peratives Can Merge - - - an Oregon
Study, Oreg. Agr. Expt. Sta. Cir. of Info.
603, September 1960.

could have obtained in the cash market.
A coordinated sales program employ-
ing expert sales personnel could mean
at least $140,000 more annually for the
members, assuming that quantities mar-
keted in the years ahead are the same
as in 1956-58. Beginning in the sum-
mer of 1961, several cooperatives, in-
cluding three in this study, developed
a coordinated grass seed marketing ar-
rangement. A large supply cooperative
is serving as sales agent. This is a step
in the proper direction and should re-
sult in higher prices to grower mem-
bers.

A Washington State University
study shows that economies of scale
prevail in apple packing warehouses to
the extent that substantial cost savings
by consolidation of plants is possible
as present plants become obsolete.7
These savings, however, could not be
achieved at once. Reduction of variable
costs are not great enough to merit the
immediate construction of new plant
facilities and abandonment of the ex-
isting inefficient, small but still useable
facilities. Consolidation will have to be
achieved over time.

Four model apple packing plants
with packing line capacities of 300,
600, 900, and 1,200 boxes per hour
and storage capacities of 117,600,
235,200, 352,800, and 470,400 boxes
were considered in this study. If all
the estimated annual pack of 1.4 mil-
lion packed boxes coming out of the
Oroville, Washington, area had been
packed in three large plants (1,200
boxes per hour with storage of 470,400
boxes) the cost per box in 1960 would
have been $1.76 compared to $2.15
with existing plant facilities. This is a

L. A. Sax, The Economies of Scale in
Fruit Packing Warehouses in the Oroville
Area, Masters thesis, Washington State Uni-
versity, 1960.
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saving in costs of 18%. The savings
in the long run would likely be even
greater because not all cost functions
connected with apple packing and
handling were included in the analysis.
For example, possible savings in office
personnel and fleidmen were not de-
termined. Furthermore, certain mi-
measurable savings would accrue to
larger packing plants with respect to
their marketing program. Sellers would
be in a better position to serve the
needs of larger buyers by having ade-
quate quantities, sizes, and varieties to
meet specifications and delivery sched-
ules.

There is no more urgent matter fac-
ing a farmer cooperative than a con-
tinuing assessment of cost structure
and size in order to determine whether
or not the firm is competitive in its
market structure.

Cooperatives in sparsely settled
regions. In parts of the west, farms
are widely scattered or concentrated in
irrigated valleys. Usually these valleys
and river basins have only enough
water and suitable farm land to sup-
port a limited number of farmers. Ten
to 20 producers are not uncommon.
Only a few areas have as many as 200
or more farmers.

Farmers in these sparsely settled
areas have indicated that there is a
need for coopet-atives in marketing,
supply, and some services. Market
prices are often low and prices paid
for supplies are relatively high. A Ne-
vada study shows that limited volume
of business is the principal problem
facing farmers and ranchers in that
state.8 For example, no savings would
be realized in purchasing one to five
tons of fertilizer. When 20 or more

E. R. Barmettlei', Farmer Cooperative
Development in Southern Nevada, Nevada
Agr. Expt. Sta. Bull. 217, July 1961.
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tons were purchased, savings of $4.50
to $6 a ton were obtained.

There is no easy solution to obtain-
ing a competitive price structure in
areas where lack of volume is the key
problem. Organization of marketing,
supply, and service cooperatives in
each of the areas is not the solution.
The inadequate volume problem still
exists and in fact may become more
acute. The Nevada study proposes that,
ideally, a single cooperative covering
one or more areas and performing mar-
keting, supply, and service functions is
the most attractive alternative. Concen-
trating all cooperative activity in one
association would increase volume and
thereby reduce costs, particularly fixed
costs. Local capital, leadership, and in-
terest would be channeled into one co-
operative effort. Furthermore, the local
association might achieve further bene-
fits by affiliating with successful coop-
eratives in other areas.

Another possibility would be a cen-
tralized cooperative design, whereby
each local area would be served by a
branch. There would be no autonomous
local units. There would be one board
of directors and one management sys-
tem. Producers in areas with different
needs would require specialized facili-
ties and services. Distance between
areas would be an additional problem.

The Nevada study clearly illustrates
that improved cooperative enterprise is
needed, but implementation in the pre-
vailing market structure is difficult.
Cooperatives in any setting must be
tailored to existing needs. Coordina-
tion of farmers in the same area with
different interests and between areas is
so difficult that only determined leader-
ship can accomplish it.

New cooperative formations. New
cooperative formations have been few
and far between since World War II.



In 1958 there were 1,297 farmer co-
operatives0 in the 11 western states
compared to 1,40610 in 1947. There
were some new cooperative formations
in the western states during this period,
but new firm starts were exceeded by
mergers, consolidations, acquisitions,
and failures.

The organization in Hawaii since
1946 of five fruit and vegetable asso-
ciations, five poultry and egg, and all
of the coffee associations (four) would
suggest a need for cooperative enter-
prise among some of the farmers. This
trend is a reversal of what is happening
in other states.

Volume of business in the western
states, exclusive of Hawaii, was $2.8
billion in 1957-58 and only $1.5 billion
in 1950-51. Cooperatives, like so many
other businesses, are becoming larger
and fewer in number.

A. L. Gessner, ,S'ta.tistics of Farm Co-
operatives, FCS, USDA, Gen. Rept. 76, June
1960.

'° Grace Wanstall, Statistics of Farmers'
Marketing and Purchasing Cooperatives. Co-
operative Research and Service Division,
USDA, Misc. Rept. 137, 1950.

There are several reasons why so
few new cooperatives have been
formed in recent years. The principal
reason is very likely the heavy finan-
cial requirement for a new cooperative
to have some reasonable hope for suc-
cess. The equity holdings of some fruit
and vegetable processing cooperatives
average more than $10,000 per mem-
ber. Each member needs to invest at
least $300 to $400 in a supply coopera-
tive. Most farmers are not able or will-
ing to make such off-farm investments
even when they will be part-owners of
the new activity. Second, there appears
to be sufficient capacity in both agri-
cultural marketing and distribution of
farm supplies. Furthermore, some die-
gree of competition exists in nearly all
areas. Existing cooperatives are an in-
tegral part of today's market structure
in most lines and in most areas. There-
fore the need for new associations may
not be as great as before World War
II. The challenge for cooperative en-
terprise may be greater today than ever
before but it must be met, for the most
part, by existing rather than new co-
operatives.
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Decision-Making in Large Cooperatives
It is often assumed that large coop-

erative associations are performing at
high or perhaps optimum efficiency.
It is assumed that they know when to
buy and sell. Such is not the case. In
fact, the results of well-designed re-
search may be more useful to large
firms than to small ones. Orderly mar-
keting practices can best be carried out
by large associations. An understand-
ing of the economic relationships un-
derlying this marketing technique is
essential to its successful operation.

Orderly marketing. A California
study'1 developed a procedure for allo-
cating California avocado production
over a season in a manner optimal to
the growers and handlers concerned.
The procedure could be applied to total
California production under a market-
ing order, but the orientation adopted
was optimal intraseasonal allocation of
production under the control of Calavo
Growers. Calavo Growers, a large mar-
keting cooperative, handles about half
of the California crop.

Adjustments in weekly marketings
of avocados are feasible because it is
possible to store this fruit on the trees
and in warehouses up to five months
beyond maturity. Even so, intrasea-
sonal adjustments must be attempted in
the face of considerable uncertainty
about maturities, yields of specific
picks, total production, future supply
response, and the relation of handling
costs to quantity sold. Of course, the
prices at which different quantities
would move are also uncertain. How-
ever, a satisfactory expression was ob-
tained for the relation of weekly aver-
age Calavo selling price to (1) total

S. I-I. Sosnick, Orderly Marketing for
California Avocados," Hilgardia, University
of California, 1962.

California quantity, (2) total Florida
and imported quantity, (3) nonagri-
cultural personal income, and (4) week
of the season.

It was determined that demand at
average levels appears elastic with re-
spect to both price and income. The
average reduction in price associated
with an increase of 100,000 pounds
per week in California ranged from
one cent per pound in March to three
cents in October. Information about
weekly demand and calculation of
handling cost make it possible to esti-
mate the optimal intraseasonal alloca-
tion of any given total volume. The
solution involves selling a quantity each
week that will cause marginal net in-
come in all weeks to be equal. If Cal-
avo Growers had accomplished this
equality while selling its 1958-59 vol-
ume, the seasonal income would have
been about $300,000, or 8%, or 0.7
cents per pound greater.

It should be kept in mind that op-
timal allocation by weeks can be ac-
complished only if the exact volume
can be estimated at the start of the
season. Nevertheless, even starting with
Calavo Growers' low initial prediction
of 1958-59 volume, improved weekly
allocation was possible. It was still pos-
sible to increase Calavo's seasonal in-
come by about $100,000 or 3%. There
is little doubt that it would pay Calavo
Growers to arrange for the precise
programming of intraseasonal alloca-
tion.

This analysis is illustrative of what
may be done to plan precisely the rate
of flow within the season by other large
cooperatives, thereby increasing net in-
come.

Managementa continuous func-
tion. Charles Silcox, one of the mana-



gers of the Grange League Federation
said a number of years ago: "In a co-
operative there is a time for volume
building. There is a time for making
net margins. There is a time for setting
aside reserves. There is a time for pay-
ing patronage dividendsnow is the
time for emphasis on those services
which cost the least and give you the
greatest returns."12 This statement may
be considered as symbolic of the role
of policy makers in business. The job
is never done. Decision making is an
integration of related policies. Re-

search relating to the functions of man-
agement in large successful businesses
may be fully as productive as some
other areas now considered to be im-
portant.

A high correlation exists between
the rate of growth of a single firm and
the rate of growth of the total market
for primary products. Not all firms,
however, adjust effectively to changing
conditions. Western Farmers Associa-
tion, a large Seattle-headquartered co-
operative, has a record of adjusting to
the needs of its members and the mar-
ket. The association was formed in
1917 to market surplus eggs.'3 In the
l920's when the east coast was a defi-
cit producer of eggs, Washington eggs
were shipped to this distant market.
Years later, when the east coast be-
came more self-sufficient in egg pro-
duction, this activity was discontinued.
The new policy after World War II

"C. Joseph Knapp, Seeds ihat Grew,
Anderson House, Hinsdale, N. Y., 1960, p.
392.

Heinz Speilmaiin, former graduate as-
sistant in Agricultural Economics, Washing-
ton State University, and now assistant pro-
fessor, Montana State College, has a Ph.D.
dissertation in process which deals with the
history and survey of operation of a large
cooperative association.

was to develop the west coast egg
market.

When members found feed costs out
of line and feed quality unreliable, the
association developed its own feed
processing and handling activities. Feed
is the largest single activity of the as-
sociation in terms of dollar volume.
Farm production supply sales have de-
velopecl into a major activity. Other ac-
tivities were added as needs arose. This
cooperative has a stated policy of play-
ing the role of a pace-setting organiza-
tion to assist its members in a more
orderly program of marketing and
purchasing farm supplies. Implicit in
this policy statement is the willingness
of the association to adjust to changing
situations in order to effectively serve
the members. This does not mean that
Western Fat-mers Association has a]-
ways made the best decisions, but its
over-all record is one that many coop-
eratives would like Lu emulate.

Integrating agriculture through
cooperatives. A Hawaiian study de-
velops a hypothetical model for an in-
tegrateci Hawaiian coffee industry.14
The model describes the industry,
states the objectives, outlines the form
of organization, establishes the finan-
cial framework, develops the operating
pattern in some detail, and shows prob-
able results. It was estimated that such
an integrated organization would in-
crease grower incomes by about 10%,
or $40 an acre.

The study recognizes that problems
are normally encountered in making ef-
fective any model of industry organi-
zation. Despite the concentration of
small coffee farms in a limited area,

"C. W. Peters, and J. L. Rasmussen,
Integrating I-Iawaiian Agriculture Throng/I
Cooperatives, Agr. Econ. Rept. No. 57, Ha-
waii Agricultural Experiment Station, De-
cember 1961.
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a high level of factionalism and differ-
ence of opinion in community affairs
exists in the industry. Furthermore,
prevailing cooperative groups have not
coordinated their activities and have
not achieved a dominant position in the
industry. Despite the serious problems
facing the Hawaiian coffee industry,
there is little likelihood of reorganiza-
tion along the lines proposed in this
study. However, more work along this
line should be undertaken to pave the
way for needed changes.

A Colorado study of potato and
onion marketing shows that integration
of the activities of the Colorado Po-
tato Growers Exchange, several local
cooperatives, and growers was only
moderately successful.15 There were
times when growers insisted on selling

In recent years Farmer Cooperative
Service has been doing research in con-
nection with cooperative bargaining as-
sociations. This work deals with growth
and present status, organizational struc-
ture, and operating procedures. The
general objective of these studies has
been to help existing associations and
farmers considering this type of group
action to make more intelligent dcci-
S ions.16

A statistical analysis in Oregon of
factors influencing common ryegrass
seed and canning pear prices together
with a determination of logical supply
and demand elasticity coefficients pro-
vided information that can be used in

'SAn example of this work is W. M.
McMillan's Fruit and T7egetableBargaining
Cooperatives, USDA, FCS, Cir. 25, Noven-i-
ber 1958.

high quality potatoes direct, leaving in-
ferior quality potatoes for local associ-
ations and the Exchange to sell. This
has created a bad image for Colorado
potatoes. One chain did not purchase
potatoes from the Growers Exchange
for 18 months because of receiving an
inferior product.

Integrated cooperative enterprise
must be consistently efficient to enjoy
continued success because competition
from noncooperative firms serving
farmers is, for the most part, at such
a level as to make them attractive al-
ternative places to buy and sell.

James H. Lewis, A research progress
report dealing with the importance of coop-
eratives in Colorado's market structure, De-
partment of Economics and Sociology, Colo-
rado State University, 1962.

Cooperative Bargaining Associations

bargaining for price.17 For example,
carryover is the most important single
factor influencing the price of ryegrass
seed. Statistical analysis shows that a
change of 10,000,000 pounds of total
carryover (by farmers, dealers, and
government) of common ryegrass, con-
sidered by itself, was on the average
accompanied by a change in the oppo-
site direction of $.84 per hundred-
weight in the price received by pro-
ducers. About 83% of the variation in
the price paid to growers for common
ryegrass was explained by carryover

V. E. Schneider, Factors to Consider
in Determining Pricing Policies of Coopera-
tive Bargaining Associations, Ph.D. thesis,
Oregon State University, 1962; and V. E.
Schneider and G. E. Korzan, An Economic
Analysis of Ryegrass Seed - - - Prices, Pro-
ductmon., Movement, Oreg. Agric. Expt. Sta.
Bull. 585, 1962.



and the current year's production.
These important facts need to be rec-
ognized in the market place by both
buyers and sellers.

Much information is necessary as a
starting point for both buyers and sell-
ers. Negotiation for price may then
take place in a framework of a bi-
lateral monopoly model. Economic an-
alyses together with relevant supply,
demand, and other coefficients for the
commodity concerned show under what

Many cooperatives in the west are
too small to be efficient. The inability
of small cooperatives to measure up to
the expectations of members has re-
sulted in some farmers taking their pa-
tronage elsewhere. Loss of patronage
aggravates a difficult situation and
makes capital accumulation and growth
an increasing problem.

This study, as well as others,
shows that mergers may reduce unit
costs and often improve service. Yet,
mergers are slow to materialize because
cooperative members are reluctant to
give up local control. Mergers would
solve the problems of some coopera-
tives now finding it difficult to operate
in today's market organization.

Farm density is too small in some
sparsely settled areas to support a co-
operative. Farmers in these areas may
pay too much for production supplies
and/or sell at a relatively low price.
Establishment of small, inefficient co-
operatives may aggravate this situation
by dividing the existing business among
still more firms. This problem has no
simple solution.

Conclusions

conditions the bargaining range may
be narrow or wide.

This study illustrates that growers
cannot always obtain the price they
may need to pay their expenses and for
family living. Estimates of economic
relationships among important varia-
bles and the extent to which each vari-
able affects price indicate that a rela-
tively low price may be in prospect
some years.

New cooperative formations in the
years ahead will be few and far be-
tween. JIeavy financial requirements
for the establishment of cooperatives
consistent in size with other firms will
deter new starts. Furthermore, there
is at least some degree of competition
in nearly all areas. Existing coopera-
tives are an integral part of today's
market structure in most lines and in
most areas. Therefore, the need for
new associations may not be as great
now as some years ago. The challenge
for cooperative enterprise may be
greater today than ever before, but it
must be met by existing rather than
new cooperatives.

A dominant firm is often in a bet-
ter position to employ research results
to improve net revenue than is a firm
characterized as one of several in a
particular industry. Quantitatively de-
termined demand-supply relationships,
for example, sometimes result in con-
siderable potential improvement in net
income by large firms. Of course, an
understanding of economic relation-
ships among all sized firms in an indus-
try is essential to satisfactory perform-
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ance. However, new information be-
comes diffused in a multiple-firm in-
dustry appearing to be of only moder-
ate significance to the small and aver-
age size firms.

Hypothetical models can be devel-
oped for integrating some agricultural
industries through cooperatives that
result in increased farmer net incomes.
Even though potentially higher in-

comes are possible, cooperatives are
likely to play a minor role in integrat-
ing agricultural firms. Differences of
opinion among farmers, increased cap-
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ital requirements, and improved effi-
ciency among marketing firms preclude
any major overhaul of the market
structure in the 196O's.

Bargaining associations need a
reservoir of facts and knowledge of
market characteristics as a starting
point for negotiation for price. An eco-
nomic and statistical analysis of the
ryegrass seed and canning pear indus-
tries provides data illustrative of what
an industry needs to know about itself
and the market before reaching the
bargaining table.


