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MEMBERSHIP RELATIONS OF THE
DAIRY COOPERATIVE ASSOCIATION

CHAPTER I
INTRODUCT ION

Every cooperative must have the support of the ma jogre
ity of its membership if it is to remain in continuous
operation. MNany sssociastions spend thousands of dollars
to improve property, plant, and equipment but spend only
a fraction of that mt te improve the relationship be~
tween members and the cooperative. This relationship is
an intangible thing which cannot be grasped easily by sll
directors and managers. Yet, it is as important to the
proper functioning of & cocoperative as good business
management . '

In 1938 there were 1567 marketing and purchasing co=
operatives in Oregon which were cwned and sontrolled by
39,540 member-patrons. This represents more than one-half
the farmers in Oregon. (ooperatives play a predominant
role in the marketing of many Oregon agriceulturel products;
therefore, 1t 1s to the interast of the majority of farme
ers that coopsratives continue to operate efficiently and
to return to the farmer the largest portion of the cone
sumers' dollar possidle,.



Membership Relations Defined

Membership relstions are nothing more than the every-
day relationship existing between a member snd his coop~
eratlve, It is & relationship which is pseuliar to the
cooperative ﬁm orgenization, end arises by ,ﬁmﬁo of the
fact that the customers are also the owners. This rela~
tionship, generally speaking, is either swiﬁwwry or
unsatisfactory. The member is either in agresment with
the way the assoclation 1s operated, or he is opposed to
ell or part of the operation polieles. What is the reason
some members are aligned with the assoclation and others
against 1t? There 1s no single answer to this guestion,
There are, though, several general reasons why members
react as they do, First, if members do not have s knowlw
edge of cooperative prineiples they cannot fully appre~
ciate cooperative action, Second, members mmst have
knowledge of their own Cooperative if they are to give
intelligent support. Third, the degree of interest shown
by a member will probebly be in aimw relationship to the
amount of money he has invested in the orgsnization,
Fourth, discrimination, on the part of management, of
coertain members or groups of members willl result in ad«
verse oriticism and poasibly the loss of members.

Member-patrons of a sooperative, in a non-legal in-

terpretation, are the cooperative, The members have
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Joined tagéther in a common Interest to ereste an organiw
zatlon which will, supposedly, be operated by and for the
members. The success or feilure of the cooperative is
dependent, in the final analysis, entirely upon the mem-
bers. Directors and manager are legally responsible for
the operation of the mssociation; but the members are
responsible for eleating the diresctors who, in turn, sew
lect the manager. If directors and manager do not perform
their jobs in conformence with the member's wish, then it
is the member's duty to replace them.

In a study mede at Harvard University to determine
the main reasons for fallures of cooperatives, 20 per cent
of the failures were attributed to menbership trouble.

(1, p.214) 7This would seem to indicate that many ococpepre
atives have become involved primarily with the job of as~
sembling and processing the produce and have ignored the

all important job of developing the loyalty of the member.

The member's obligation to the cooperative does not
end with the payment for the produce shipped. In a study
of cooperative membership relations, J. W. Jones says
this about the member end his relationship to the coopere
atives

Members, of course, are interested in the finane

cial returne that result from patronizing a

cooperative association, but until the members

- feol that the organizaetion is their own and
take pride in its achievements end furthey



extension there will be a dangerous wesikness in
its foundation. 8o Jong as a cooperative is
financlally successful and returning more money
- to the members than lts competitors are to none
members, the management may be indifferent to
its membership respensibility. When diffie
culties arise, however, members may withdraw
their support unless their conception of their
place in the organization has been developed
to such an extent that they are willing to
assume thelr ghare of responsibility, stand by
the associatlion and bring about the changes
that are neceasary. (2, p.2)

Purpose of the Study

The purpose of this study is to determine specifie
cally the present status of membership relations of the
Dalry Cooperative Assoclation. To ascertain thia status,
a review will be made of the participants iﬁ the céﬁhﬁrﬁm
)tivt and their legal and economioc responsibilities re-
1ﬁting ﬁb@»ﬁta. Next, general organization and operating
phases of the Association will be studled with the view
of determining the factors having a causative effect upon
mamhérnh&prralazianaﬁ Hembers' opinions regarding their
Association will then be presented and discussed, From
this faragéing material, an analysis will be made and

conclusions drawn,

8a§wmx of Membership

To determine the members! opinions of thelr Cooper-

ative, &ﬁywna necessary to au&v&y'a rapraadntutivn sample



&

of the membership. A questiommaire was designed to bhmm
information regarding the members! attitudes toward, and
knowledge and opinion of their Assoeciation. {(Appendix )
It was decided that a personal interview vmlﬂ afford the
best results. The Dairy Cooperative has approximately
3,100 shippers which can be divided further into TOO PA®
grade and 2,400 "Factory” producers. The allotted time
for this study limited the number of interviews to ap-
proximately 200, which 1s a little more than 6 per cent
of the total producers or 1l per cent of total members.
The samples were further divided into BO "A" grade
and 150 "Pactory" producers, selected with due regerd for
- the geographicsl distribution of the membership., The
survey covered all the Dalry Cooperative Aassociationts
territory sxcept the Tillamook and Hood River areas.

The Dalry Cooperative Mmauﬁm was chosen as the
mbgmt for this study becauser (1) It has a relatively
large membership =~ well distributed geographically, which
would expedite a good crossesection sampling, and (8)
proximity of the organization is such that the study
could be completed within e reasonable time and at &
nominal cost, |



CHAPTER II
DUTIES OF PARTICIPANTS IN THE COOPERATIVE

There are three principsl participants in s cooperw
ative, namely, members, directors, and mansger. FEach has
definite Auties whiech mmst be fulfilled if the cooperative
is to funetion satisfactorily.
which are lodged with the members initislly, have been
delegated to directors, Directors, im turn, have dele~

of these dutles,

gated many of their prerogatives to the manager. It is
the object of this chapber to discuss the general duties
of the respective partiscipsnts relating to membership rew
lationas. These dutiss have been outlined many times in
previous cooperative studies. Legal duties aﬁe;jaf caura&;
defined in the bylaws and marketing contract. |

Nembers' Duties

Hember~patrons of a cooperative are normally the sole
cwners of the organization. They have contributed money
to the capital structure and thus have a veated intersst
in the assoelation. The continued existence of the co-
operative, therefore, ls dependent upon the support of
the members during sdverse as well as good times. Mombers
who forsake the cooperative when competitors psy a better
price are Jeopardising their investment.



There ars certein duties of which wembers must be
awars in order %o esvry oubt their funebion in the coopera=
tive. These rights and oblizmtions ave legal end esonemis
in nature, Obligations are defined in ths bylaws, artie
¢les of sssoclation, and membership contrect. In addision
te these ebligations, there are ssrtain ethicel duties inmm
surrsd by the mesber when he sam the Wﬁw*

an an mmimﬁim and 1te membars in opder %o

cperative a definite volums of business and

Parniish & besis for fivancing operetions 4f 16 Ls
necessary to borrow opereting sspital. "4 centrast mey
be defined as & written statement of the rights snd duties
of the seumbors and of the assoclabion relating to the mare
kebing of the produsts of the produser throush the assoe
elation.® (3, p.808)

The most important legsl obligations of the membsy
sre usually defined ia the mesbership oonbtrect whied
or may not inelude the bylaws of the asscelation, GCenere
ally, thess obligations sres {1} to deliver their product
£o the sssccintion in the manner stated in the contyacts
(8) to give thelr continmuous support to the organisation,
exaept when legally absclvedy snd (3) to pey deamages to
the sssoclation in case the member viclstes the contraot.

Whan & member jolns a cocparstive he automatically
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acquirss various rights which, in another sense, are salso
obligations. They are rights which have been accorded
him by iaw, and it is his obligation to exercise these
rights when necessary. The courts have generally upheld
the members' rights concerning their relationship with the
cooperative., Nulburt lists the following rights of mﬁnm
bers:

«sss+{1l} to choose and to remove the diresctors of
an sssoclationy (2) to adopt or ehange 1ts by«
lawsy (3) to require the officers and directors
{agents) to kesp within the limits of law, the
association's charter, ite bylaws, and its mer-
keting oontractsi (4) to hold the officers and
directors who fall to do so accountable for any
losses suffered by members by reason of any
departure; {5) to bring a suit to protect the
interests of an assoclatlion when the directors,
or a ma{arity of them, are parties to the wrong~
doings (6) to require associations of which
they are members to account to them correctly
and in adeguate detall, and to deal with them
without diseriminationy (7) to challenge the
right of direetors or officers to sot as suchy
and (8) to examine the books and properity of
the association. The last right is subjeet to
such restriction that the request to examine
the books and property of the associetion is
made in good falth and with a view to its
exercise at a proper time. (4, p.68)

The moat important duty of the member is to elect
gualified directors. When members seleot a board of di~
rectors they are delegating a large part of their rights
to that boardy therefore, it is imperative that the di-
rectors be qualified men and reflect the wishes of the
membershlp ma jority.



" Directors! Dutiles

The board of directors and manager constitute the
active management of a cooperative. Directors are the
agents of the members and, theoretically, represent the |
ma jority of the members! wish in management. In the eyes
of the law, directors and officers are legally responsible
for the actions of the association. BFulburt explains 4t
thuamy:

The directors of an sssociation, in dirseting
its affairs, must use care to keep within the
powers conferred by its charter and the plan

set forth In ite bylaws and 1ts marketing cone
tract. Directors and officers of an assoelation
ere simply agents, and if they exceed their
authority or violate the charter, bylaws, or
merketing contract of the assoclation legal
liebility results. (4, p.91)

The legal duties are normally defined by the sssocia-
tionts constitution, hylaws, and merketing contract. The
Dairy Cooperative Assoclation defines directorst legal
dutles in the bylews es follows:

Artiocle VIIX ;

Section 1. The Board of Directors shall manage
the business and conduct the affairs of the
Associatlion and shall make the necessary rules
and regulations not inconsistent with law or
with these By-~laws, for the management of the
business and the guidance of the officers, em~
ployees and sgents of the Association.

Sectlon 2. The Board of Directors may employ
& general manager, fix his compensation and
dismiss him for cause. He shall have charge
of the business of the Associlation under the
direction of the Board of Directors.
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Bection 3. The Board of Directors shall reguire
the Treasurer and all cother officers, agents,
end employees charged by the Assoclation with
respongiblility for the custody of any of its
funds or property to give bond with sufficisnt
surety for the faithful performance of thelr
official duties, the premium on whish bend shall
be paild by the Association,

Sectlion 4. The Board of Directors shall meel on
the first Saturday of each month at the office of
the Association in the City of Portland, Mulbe
nomah County, Oregon., Special mesting of the
Board shall be held upon call of the president

or upon written request of three membera of the
Board. The times and places of such meetings
may be changed by resolution of the Board.

Seotion 6. The Beoard of Directors may appoint

the president or snother member of the Board

as an executive officer. He ghall perform

such duties and receive suoch delly compensation

and travelling expense as the directors may

provide by unanimous vote,

Sectlon 6. The Board of Dirsctors, as sebt

forth in marketing contrasts, shnli have power

to release any member from his contract for a

speoific periocd without affecting the validity

of such contract. (5, p.8)

There are other implied duties not specifically
enumerated In the bylaws which are sgually important.
They ares

l. Attend all meetings pomsible.

2+ Know thoroughly the duties and respensibilitles

eonferred upon the dirsctors.

3. Reflect, in manspgement policiea and actions, the

wish of the membership majority.



4. Conduet personal and publlc activities in a
manner which will not bring diseredit upen the
Assoclation,

B. Resign from office if, for sny resson, the di~
rector finds it impossible kaféisaﬁgrgo the
responsibilities delegated to him.

One of the most Important duties of the director is
to keep his ear on the pulse of the business so he will
know the condition of the business at all times. The main
method for determining the status of the association is
through reports. Reports should cover every phase of
operations and should be mede at scheduled intervals. For
the directors! purposes, monthly operating reports would
be the most satisfactory with, of course, an annual re~
port at the end of each fiseal year, |

Managexr's Dubles

The msnager of an association contributes as mﬂdhg
if not more, than any other single factor toward the suc-
cess or failure of the ccopsrative. A recent study by
Raymond W, Miller, President of the American Institute of
Cooperation, end A. Ladru Jensen, Professor of Corporation
Yaw, University of Utah, of the history of "Fallures of
Farmer's Cooperatives™ shows that approximately 20 per
cent of the failures resulted from .."diffieultlies in the
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fleld of mansgement.® Of this 20 per cent, 60 per cent of
the fallures resulted from "ineffective mansgement.” (1,
P«214) Other studies made on this subject also show "mane
agement troublea® as the ma jor reason for cooperative
failures. (3, p.337)

The manager's duties cover a wide range of activie
ties, FHe mmat understand the technical aspects of manxw
fasturing the various productsi he must dnow finaneing,
marketing, personnel mansgement, etc. In addition, he
mist promote and maintain satisfactory relations with the
members. The extent of these agtivities, whichk the man~
ager supervises directly, depends upon the size of the
cooperative and the ability of the maneger. In smell
lceal associations the manager can, end doss, perform most
of these functions. As the association grows larger, it
is necessary for the manager to dslegate more and mors of
the responsibilities to subordinates so he will have mors
time to devote to the overall sdministration. The manager
who refuses to delegate this suthority isz burdening himw-
self needlessly, end the consequence will be ineffective
management .

Kw:a the membership satisfied with the operation
of the aaswuﬁm is & major problem in itself. It is
not maaasw for the menager to get the members? ap-
proval for every action he takes, but it is the msnager's
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duty to administer the business in accordence with the
-members! wishes. It 1s &lso the manager’s duly to keep
members informed of what the association is doing.

A list of leading questions for managers and diree«
tors has been formulated by J. W. Jones in a study of
Cooperative membership relations. These questions are in
the form of a selfe-analysisz end are designed to reveal
the shortoomings or weaknesses to the mansger or director
respectively. (2, p.l3) It would be well for svery
manager and director to make such a self-analysis perlods
ically. The results are sure to be enlightening no matter
how sincere the offlicer has been,
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CHAPPER III
A REVIEW OF THE DAIRY COOPERATIVE ASSOCIATION

It iz the intention, in this ahnmw, to mumt 8
brief outline of the Dalry Cooperative Association and
the organizetlonal and operationsl policies which have &
~ bearing upon the problem of membership relations. Before
these problems are diseussed, it might be well to review
briefly the conditions existing in the fluid milk markets
in Salem and Portland, Oregon, and Vancouver, Washington,
before the Dalry Cooperative Assoclistion came inte being.

The milk industry in the 1920's was in a very un~
stable condition. Locel governments had no effective
regulatory controls over the milk supply which would ine
sure s steady flow of sanitary milk to market: The normml
seasonal fluctuations in milk production caused the pro-
ducers many hardships. Surplus milk was & glut on the
market every spring and many producers had teo resort to
cut-throat competition in order to dispose of their milk.
During the winter months, when milk production was low,
it was often necessary to divert milk from cheess fao=
tories and condenseries to fluld milk chamnels 1n order
to obtain e sufficlent milk supply.

There was considerable prise outting among producerw
distributors and a natural result was & high mortality
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among this group. Producers generally agreed that some~
thing had to be done to lmprove the conditions. 4 previ-
ous attempt at aanﬁerative action by producers bad snded
in failure, but many producers still had falth in their
ability to establish and operate thelr own Assoclation,
{6, p.10} In December 1929, the Dalry Cooperative Asso~
ciation ceme into existence with the filing of the artie-
oles of incorporation with the State Corporation Come
mission. It was not until August 1, 1931, that the Asse~
clation began sctive operation as the bargaining agent for
approximately 1,300 producers located around Portland,
Salem, and Vanscouver. "Collections were made for all
sales and the Assoclatlion from the beginning pald pro-
ducers from its own offiece.” (7, p.177) At the present
time thes Cooperative represents approximstely 3,100 pro-
ducers located in Northwestern Oregon and Southwestern

Weashington, BSee Chart I.

Organizstional Structure

The structure of a coocpersative plays an importent
part in developing and maintaining member loyalty. There
are two general types of marketing cooperatives -« the
federated type end the centralized type. The federated
cooperative conalats of a number of local ée@pﬁrativa:

that have joined together to form the larger federation,



i
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Chart I, Counties supplying milk to Dairy Cooperative Association
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Each local assoglation retains some degree of auntonomy.
The federated type organization grows from the bottom

up == in contra-distinction to the centralized type which
grows from the top down., The centralizsd cooperative is
one asscoiation. The member holds membership direetly in
the ecentral organization. |

There are inherent problems in both organization
types. Briefly, some of these problems arei In the
fa&eﬁﬂm (1)} there is a lack of uniformity in operating
methods, (2) mansgers of local assoclations may try to
avoid responsibilities, and (3) eriticism which belongs
with the local may be passed on to the federation. In
the central organization (1) members are frequently & long
distance from the central office and do not have good conw
tact with the association, (2) 1t is 4iffioult to develop
in the member a sense of loyalty to the ccoperative.

The Dairy Cooperative Association conforms to the
centralized type orgsmization. Branch recelving plants
have been erected in various locallities; for example, re~
ceiving and processing plants have been erected at Salem,
Vancouver, Hillsboro, Oregen City, The Dalles, sand |
Portland, A milk receiving plant was recently constructed
at Tillamook.

All operating and organizational policies of the
Dairy Cooperative Association originate in the central
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office at Portland. The territory of the Association ia
districted into 7 distriots; one director is slscted from
each district, '

As the organigzation grows larger, the task of naine-
taining members! interest becomes inereasingly Aiffieult.
The member of a small coocperative can easily see what he
needs to do to support and participate in the activitles
of his assoclation. It is reasonable to assume that the
member will be personally acquainted with the manager and
with the majority of the directors. The member of a
large cooperative iaz not in close contact with the manager
and directors. lHembers do not have first-hand infermation
about the activitles of the asscclation. Censequently,
there 1z a natural tendency for the member to ignore many
of hie dutles and say, in effect, "let Ceorge do it."

Operational

The Dairy Ccoperative Asscelation is m‘ a strateglc
bargaining position in the fluild milk markets of Portland,
Oregon and Vencouver, Washington. The Association sup-
plied 59.6 per cent of the totesl fluild milk for the Port~
land market in 1946. Thelr bargaining power has been ene
hanced by the favorable demand situation, which is & re-
sult of the high income level and government supports, smd
by the ability to control the supply of fluid milk through



diversion to wszmming Processes.,

At the present time, operations of the Dalry Cooper~
ative Assocslation include practically every phass of the
dairy industry. Thelr broad scope of astivities can be
divided into two parts =« fluld milk operations and manue
facturing dairy products. N

Fiuid milk operations. The Association 1s the bar-
gaining agent for apprmimtﬁly 700 "A" grade producers.
The milk produced by these members is mkﬁtaﬁ through ty
separate channels. The first channel, whieh acoounts for
the largest volume, consists of 18 private milk distribe
utors on the Portland market and 9 outside of Portland.
‘The seeond channel is the Assoeiationts own Nayflower
operations. The Association initiated the Mayflower
operations with the retail distribution of milk in Van~
couver, Washington in 1941. This operation proved ade

vantageous to the producer soc the practice was expanded,
and today Mayflower dairy products sre being distributed
in 18 municipalities. (Chart IT) Approximstely 1,651,000
pounds of butterfat were marketed as fluild milk under the
Mayflower brand in 1948,

Menufscturing deiry products, The Assosimtion has
faclilitles for manufecturing butter, cheese, whole milk
powder, and ice cream mix. Surplus milk from fluld wmilk
operations goes into manufactured dairy products, snd, in
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ﬁaﬁikmn to this, approximstely 2,400 producers ship
"Factory® milk, which is also used for manufacturing pur-
poses. The Dairy Cooperative Associatiom is in a position
to manufacture the dailry product that will bring the best
market price and subsequently gilve th# largest returns to
the producers, |
Surplus deiry products of th@‘ Cooperative are mars
keted through Consolidated Dairy Produsts Company, & cow
operative sales agency. The primary function of @melu
1dated is to market the products of member cooperatives
to the best adventage. This organization is the largest
mkst;ing Assoclation of its kind in the Northwestj 1%
controls a large supply of dalry products in Oregen and
Washington. The objectives of the Dairy Cooperative
Assoclatlion and Consolidated Dairy Products Company are
not altogether compatible, The Dalry Cooperative, té 8
certain degree, is in competition with Consolidated. Comw
petiﬁién between cooperatives normally is not undesirable.
Competition between the Dairy Cooperative and Consolidated
is ,k in reality, eompetition within one orgsnization. Such
wmpati&im is not to the best interest of all producers
because it means there is dupliestion of effort and ine
creased costs whiech ultimately mean less returns to the
produger.
Membershlp agreementa, The membership of the Dalry
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Cocperative Asscelation in'ﬁamgriﬁaé of two distinet typea
of graéuagra; "A" grade and "Factory.® The "A" grade meme
ber produces milk for the bottle and can trade in sccord-
ance with clty or state sanitary specificstions. Dairying
is the primary occupation for most of thess members. The
other group, "Factory® members, produce milk for mamufsce
turing purposes; most of these members do not sonsider
dairying their yrimgry‘auwapuﬁiaﬁﬁ These two graapa have
diverse interests and, yet, they are jolned together in
the same orgesniszation. It is the management's responsi-
bility to satlsfy both groups in order to assure harmon
ous operation of the Association. |

It is the policy of the Dairy Cooperative Asscoiation
to require all "A™ grade producers to be members of the
Association. all “Factory®” milk pra&uaara'ﬁa not have to
be members although 1t is desirable to have the majority
belong. | |
¥hen a producer joins the Deiry Cooperative Assoclaw

tion, he signs a marketing contract. This contract oute
lines the dutlies of each party with respect to the market~
ing of the member's product. Significant points in the
eontract are discussed below. ‘

1. The producer appoints the Assceiation his agent
and the Assoclation agrees to act as his agent in the sale
and marketing of his product. A aankra@t‘aaxt yﬁ§sat#
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mutuality if it is to be enforceable. The fact that the

producer appoints the Assoclation his agent and the Asso~
| azaﬁien,agraua to act as his agent gives this oontract
mituallty. Courts have generally agreed that marketing
contracts possess matuality. (4, p.115)

2, Duration of the contract is indefinitej it may
be cancelled by elther party upon 90 days' notice prior
to January l.

3. Thes producer must deliver his produce to the
point designated by the Associatlong however, the Assocla~
tion may take delivery of the milk or cream at the preme
ises of the membeyr,

4. Iosbility of the Association to sell or dispose
of the memberf's milk or cream, after due notice has been
given, 1z not considered a breach of contract on the Ase
soclation's part. In the event that the Cooperative somld
not handle the milk or cream of the producer, he would be
d1tles as he desires, and such
actlon would not constitute a breach of contract by either
party.

8. The board of directors may deduct from the pro-
ceeds of all sales of milk and a@@aminny percentags which

free to dispose of the commo

it deoms necessary for the successful operation and msine
tenance of the Association, It is perticularly important
that the Cooperative does not place & limit upon the



opersting expense and the cspital which it may accumilate.
The amount required for opersting expense will not be conw-
sistent from yesr to yearj therefore, it must be within

the power of the board of directors to increase or decrease
the amount withheld for opersting sxpenses and capital in«
vestment . ,

6. In case the producer doss not deliver his milk
or cream to the Assoclation as provided for in the market-
ing contract, the producer then agrees to pay 124 cents
per pound butterfat for all milk or oream not delivered.
The Association has not invoked this penalty in many
eases) the sdverse publioity resulting from gourt sction
might be more detrimental than the less of the member.

This marketing contract has been contested in court
on several occasions and each time 1t has been held |
valid. In the case of Rhoten ¥8 Dairy Cooperative Asso~
' ciation, the member sold one~half his herd and then obe
jected when the Association adjusted his basisc allotment
to coineide with his reduced herd. The Association was
upheld because this right was specifically giv#n tha As»
sociation in the bylaws which are a part of the marketing
sontract. (4, p.1280)

Competitive Status

The market. One of the objectives of most dairy



m&rkating cooperatives has been /ta exercise some degree of
control over the market price structure. The mn'y Coop~
erative Amsooiation has achieved this position in the
Portiand fluid milk market by virtue of the faet that they
supply approximately €0 per cent of the total fluld milk
to that market, The Asscciation indirectly sets the maxe
imum price for fluid milk through their contracts with the
private distributors. Under terms of the contract, the
Association agrees to supply milk to the distribdutors at
the minimum price set by the Oregon Milk Control Adminis~
trator. |

In 1941, the manager of the Asscciation made the
statement: "It has been the general policy of the Dairy
Cooperative Associstion not to €0 into the milk distride
uting business when present distributors work harmoenious~
1y with the Assoclation.®™ (7, p.181) The Associstion had
Just begun delivering milk in Vancouver, Washington at
_tﬁat time. The Assceiation is now distributing milk ia
18 municipalities. (Chart II) This would seem to indie
cate that the policy stated In 1941 is not appliceble to
1947.

Ihe supply. The Dairy Cooperative Associlation is in
competition with at least five other cooperatives for their
milk supply. However, there is nothing wrong with :air
competition among cooperatives as long as it does not get



to the stege of wasteful duplicstion and inefficiencles
which would do harm to all producers involved. In order
to secure members in the aress where other sooperatives
are operating, the Dairy Cocperative Assccistion mmst pay
& better price, or develop in the member a keen sense of
loyaelty to his Asscciation.

Other competitors of the Dalry Cooperative Assocoise
tion consist of smell non~cooperative type organizations |
operating in a localized ares and a few large corporations
of national scope. These organizations compete primarily
for "Factory" milk.

Finsneing Policies

Patronsge refunds have not been declared on milk
operations since the Assoclation’s beginning. This ore=
ates a definite momber relations problem becsuse members
will compare their Assooclation with other cooperatives in
the vieinity that do make regular patronage ref
Assoslation must overcome this advantage the other cooper
atives have by elther paying more for their milk or by
developing faith in the "Certificates of Equity" which are
issued in lieun of patronage refunds, Refunds have been

mds. The

pald on feed opsrations «= the feed department is operated
separately from the milk operations.

The farmer, as a member of a cooperative, must be



ready to invest some of his money in that organization.
Every business organization, whether cooperative or sowe
porate, needs adequate capital in order to exist. The
private organization normally obtains its capital by
selling stock to private individuale. 7The cooperative

is characterized by the fact that eapital is usually Tupw
nished by the members who patronize the assoscistion,

The Dairy Cooperative Association has used the "rew
volving fund® method of finameing since 1ts beginning in
1831. This method of finsneing provides for the acowm-
lation of capital through the retention by the Cooperative
of & small percentage of the proceeds of all sales. The
marketing eontraet, which is signed by every member, ine
eludes this statement about finsneings

sveeresosthe Assoclation may deduct from the
proseeds received from the sale of milk and
c¢ream, or other milk products derived therefrom,
during the time this contrsect is in force, such
sums as the Board of Directors of the Assooiation
in thelr diserstion may deem NOCORBAYY, COn~
venlent or expedisent for maintaining the Asaso~
clation; paying its operating expensesj paying
1ts debts and obligations; revolving or re~-
tiring 1ts equity certificates; sequiring and
maintalning plants and equipment, end other
property and facilitlies necessary or sonvenient
for the marketing of milk, ecream sand other milk
produsts; processing, manufasturing or pre-~
paring the same for merket; creating and e in-
taining reserves for operating capital, con=~
tingencies, and for any other proper Associm~
tion purpose. (8, p.l)
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It has been the policy of the Dalry Cooperative Assoe
clation to make a 5§ per cent deduction from the net prow
ceeds of sales, It has not besn necessary to go over this
amount although the Board of Direstors has the authority
to do s0.

The portion of deductions which 1s used for “capital
corporate purposes® 1s evidenced by “certificates of
sguity." (Appendix B} These certificates are issued to
each member at the close of the fiscal year, and the smount
of each certificate is in proportion o the velume of milk
shipped to the Assoelation during the past year. Vhen
sufficient capital has been cobtained, the Cooperative will
begin to revolve the capital by paying off the first cer-
tificates issued. In subsequent years the capital will
be maintained and revolved by redesming the oldest certif-
icates each year and issuing new certificates. The Assow
clation 1s not ebligated to redeem the certificates at W
specific date, and no interest iz paid on the retentions.

There 1s considerable opposition by the members to
the issusnce of equity certificates. The csuse can be
attributed largely to the wording of the ﬁmuiﬁmu;

It 1z implicitly stated on the fsce of the certificates
that they are non-interest bearing, can be redeomed m}q
at the Maemk&eﬁ of the mgemnt, and does not give the
holder any vested interest in any properties of the
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Association, | The ultimate effect is that many members
view these certificates as just "pleces of paper, " and
they would be willing to sell them at 1@@ ﬁismtn;

Members! equitiss have incressed approximately 5,800
per cent over 1931, Responsibllity for this incresase can
be attributed, in part, to fortuituous circumstances re-
sulting from the war and, in part, to aggressive manage~
ment policies. Chart IIY shows the total members?
equities and the annual increase since 1931,

The balance sheets for the years 1931, 1941, and
1946 ars sontained on the following page. The balanve
gheet of an orgsnization is a good m&&as&w of the suce
cess of the organization and also reflects to & certain
degree the efficiency of the management. Cooperative
accountants have developed some ratlios which measure the
relative finsncial soundnsas of an organization., Past
experience has shown that these ratios sre reliable, ale
though they are not necessarily infallible, and it is
recognized that some adjustment is probably necessary when
considering certein types of operations, The following
ratios are given by V. 8. Alanne as being satisfactorys
{1) current assets to current liabilities, 2:13 {2) member
equities to total assets, 1135 and (3) cash on hand and
in banks, 20 per cent of the soccounts and current notes
payasble. (9, p,134)
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DAIRY COOPERATIVE ASSOCIATION
BATANCE SHEEY
As of Desember 351

51

ASSETS :
1931 1541 1948
Current Assets: ‘ | ‘
Cagh on Hand & in Banks $ 6 $ 38,4086 § 521,883
Acoounts Recsivable Less: ’ ‘ '
Reserve 122,769 813,649
Inventories 9% 8509 ,615
Total Curremt Asssts §TE.583 $T,3%5, 118
Fixed Assots: ’
Real Estate & Bullding s o 1,043,674
Hachinery & Equipment 28,801 1,634,768
Leas Reserve for Deps - 1,178 -= 853,128
TOTAL Fixed Assets  § 27,455 T,8%5,35%
Other Asseist ' S
Investments —————— 95,549 176,440
Prepaid Expense 517 el 140,264
Deferred Charges Ee—— 24,134 et
Total Other Rsssts  §_ 17  §130,087 4 315,731
TOTAL ASSETS $151,812  $945,672  $3,486,187

LIABILITIES

Current Lisbilities:
Accounts Paysble to Members
Trade Aoscounts Paysble and
. Aeerued Expense

Hotes Payable

1546 Peed Saving for

Distribution

19%4 Equities %o be cashed

in 1547

Fguipment purchase contrasts
Total Curremt
Liabilities

Other lLisbilities:
Daferred Income
Yortgage Payable
Yenbers' loans & Dividend
Certificatesn
Total Other Liabilities

TOPAL LIABILITIES
MEMBERS® BEQUITY
¥embershipss ‘
Reserve for Comtingencies
Producers® oapital
Total ¥Members' Equity

TOTAL LIABILITIES AND
WEMBERS® EQUTTY

18351 1841 1948
17,3086 60,259 377,104
45,670
22,488
: 3 gﬁﬁ A o . o S ———
$117,008 $265,089 $1,008,855
oo e 8 ’zﬁ
i 139,666 $71,439
i 83,909 4,896
e
$117,908 $488,65¢ 41,591,237
s o 10,818 62,831
53,008 446,202 1,832,116
§35.008 SEELOIE 31,504,547
$161,812 §945,872 §3,486,187

TABLE X
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Public Poliey

How well a ccoperative 1s accepted by the public de~
pends primarily upon the kind of information whioch hu
reached the public. There are two sides %o every imsue
and gometimes only one silde gets presented to the publie,
This is comparable to the situation in which the Dairy
Cooperative Assoclatlon was plaesd during the nmﬁh and
late thirties. Most of the publicity they hsd had was
about milk strikes, lawsuits, etc., and generally left a
bad taste in the mouth of the public. Management, in an
effort to correct this situation, started s campaign o
make the public "milk conselous.” They told the story
of the cooperative struggle to civie organizstions, newse-
papers, and individuals who would listen,

iir. Jerome, the public relations representative fopr
the Associstion, aptly describes 1t thusly: YIn due time
the newspaper editors, sesing that we had nothing teo hide,
but much to tell, interpreted the issue for us in editorie
- als and in feature articles, We provided the background
sgainaet which specisl feature writers teck the milk
situation apart and put it together again. We took our
chances that as this was done, and the merits of our case
would just naturally come into the apotlight." (10, p.8)

Active opposition to the Dairy Cooperative Associa~
tion has developed in recent years in the form of a



coneumer's group operating through the "Affilisted Milk
Committes.” The mein complaint of this committee has been
that the Asscelation is in a monopolietic position and has
used this sdvantege to dletate the price of milk and lim-
it the supply on certain cscasions, There is also oppo=
sition from some competitors but it 1s not organised. |

In 1842, the Dairy Cooperative was named the defende
ant In a grand jury indiotment which charged the Cooper=
ative with violation of the snti~trust act because it oconw
trolled about 60 per cent of the £iuid milk supply on the
Portland market. The Assocciation admitted an econcomis
monopoly but c¢laimed exemption from the Sherman Anti-trust
Act by virtue of the Claytom and Capper Volstead avis,
The ocsse was heard by Judge MeColloch who said: ™It may
be that the acts of the defendant cooperative, tested
without regard to the provisions of the Clayton Act, are
monopolistic In cheracter., I have not given seriocus
thought to that question, for it sesms to me that since
Congress sald cooperatives wers not to be punished, even
though they became monopolistic, 1t would be 11l cone
sidered for me to lwld to the contrary ..." "Por these
ressons, & finding of not gullty will be made." (11,
Pe20)



" CHAPTER IV

RESULTS OF INTERVIEWS WITH DAIRY
COOUPERATIVE ABSOCIATION MEMBER:

In the preceding chapters, the factors relating teo
menbership relations have been reviewed and & background
of the Assosiation's organization snd operatiom has been
presented., Results of the membership survey will be given
in the following chapter and the data will be soordimated
with the material presented in Chspters II and III to
develop the findings and recommendations. Dats have been
treated in tabuler form %o give the reader the clearest
conception of the members! answers.

Basis of Members! Interes

The members of the Dalry Cooperative Assoclation own
sand control the orgsnization. These members have invested
their money in the orgsnisation -~ if it succeeds they
will prosperj if it faile they will undoubtedly lose most
of their invested money. Hence, it is to the members!
financial interest to take an sctlive part in the agm#&w
of the business, In view of this economie motive, 1t was
thought that if s member was uking an interest in his
Associaetion, he would have some ides of how maoh ocapital
he had invested in it. But, in the survey of the
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membership, in which the members were asked if they knew
the amount of thelr equity in the Association, very few
could or would give any information eoncerning their
equity in the Cooperative.

Table II

Repllies to the quesation: What 1s your aqu&éy
in the Cooperativet

Answer

Den't know 79 84 68
Do know 21 56 32

The Cooperative members wers asked in what way they
thought thelr Association was superior to private organie«
zations., Thelr answers are given in Table IIY.
thirty per cent of the members think of the Asscolation
as the farmer's own businesss however, the lavger per~
centage giving this answer are "A" grade members. This
indicates that & large proportion of the members do not
think of the Cooperative as their own organisstion. This
is aignificant because of the faot that the Associstion




Tables III

Replies to the question: In what way is your
Cooperative superior to private organizations?

Answey | W ”?natarz;A,
‘ ) ver cent per cent

Don't know & 8 7
Isn't superior & 14 12
Gives fair weights

and tests 17 20 19
Has large oapacity 4 7 8
Is farmer's organi-

zation 80 23 30
Furnishes stable _ ;

market 36 23 26
Pays better price 17 g 24
Is a bargaining

agent 31 i1 16
Pays dlvidends - 8 6
Gives better

service w-— B8 4
Is & nonprofit ore

ganization -— 3 2
Provides competition - 2 1

Totals are more than 1ae‘per eent for some members gave
more than one answer.

"Stable market," "falr weights and tests,” and "bet~
ter price™ are three populsr reasons why a cooperstive is
superior to noneooperative type organizations. The answer
"stable market® was given most frequently by the rembers
@hm had been in the dairying business prior to the days
of the Dalry Cooperative Associstion. Many of these mem~
bers had the experisnce of hauling their milk from oresms
ery to creamery trying to get them to to take it for



othings They woere very serious in saying
mwwww they produce milk uwnder those eondie
tions,

Thoss wembers listing "felr beste and welghte” as o
rivbue of the Cooperative lmve been subjested, for the
most M;g to unfair teoties hy ;Mim&xy wnsornpalons
pesuliser to three apecific aress «» Oregon C4ty, Albeny,

comparing the sescclation with seme obther enters
mting In the same vioinity. %Seny times the none
cooperative type crgenisation wae paying @ hizher prics for
wilk than the Assoociation was, Lut the members
this was m& a shorb-time phenowens, siso stated
that, although the Mmm anterprise was paying mors Lo
because the welghte and et tests would sot be m%m
dyproximetely 01 per sent of the wmembers listed one
% more Pessuwne why s soupsraiive is supericr %o n
cooperetive W wmﬁw&mw The u:mw of this 81

ong ab 1% does m&&m ™he



| remaining 19 per cent 1s divided between 12 per cent none
bellievers and 7 per cent who frankly admit they do not
know the difference between private and cooperative organw
izgations.

Table IV

Replies to the question: How long have you been a
member of the Cooperativet

Years mat MFactory® *a
o " “per ocent  per oen

0«5 25 73
8 - 10 8 17
11 - 14 4 5
15 « 17 63 5

Rumber of Years Members Have Belm

Table IV shows that the majority of the "Factory®
menbers questioned have joined the Assoelation within the
past five years, while the majority of the "A" grade
bers have belonged for fifteen or more years. mﬁ would
ssem to Indieate that & large proportion of the mbarahip
has Joined within the past ten years, which haa been a

relatively prospercus period, These members, generally,
will not be cognizent of the marketing conditions existing
when the Cooperative was formed. Their loyaliy to the
Assoclaetion has not undergone the "acid test.”
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In 1981, the members of the Dalry Cooperstive &iuwin
ation belenged for a very definite reason -~ they were
interested in bettering thelr bargaining position and
curing some of the evils existing in the merketing proced-
ure, These members were well aware of the need for soopw
erative astion to relieve their plight. Today, fifteen
yoars later, the membership of the Assoclstion has under~
gone considerable changes. It 1s doubtful if a large per-
sentage of the members are aware of the conditions existe
ing before the Cooperative came into the picture. This
does not mean that the current members should necesssrily
know what the conditions were in 1931, but the signifloant
point is thet the conditions which brought the producers
together in 1931 do not exist today, and it is fallmcious
to think that the present members have the seme interest
in their Asscclation.

Hesbers! Attendance at Meetings

Members of cooperatives normelly express their de-
sires end opinions concerning operation of the business
at the anmual meeting, It is at this mesting that direec~
tors sre slected, financial statements are read, and gen~
eral business policies mé disoussed. If a membeyr does
not attend these meetinga, he 1ls forfeiting his volee in
gement of the Assoclation., A minority group may,
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a;m often does, dlctate the policies of the Asscolation

merely becsuse the majority will not attend the meetings.

It will never be poasible to get anywhers near per

~ cent attendance at meetings mainly becauss of human ine

ertia. Many members have good intentions of attending

meetings but they jJust do not get around %o 1t,
Beventy~two per cent of the members stated that they

had not attended any meetings during the past two years.
Table V shows members! asttendance st the meetings.

Table V.

Replies to the question: How many Association mestings
have you attended during the past two years?

Answer N
TTTper cent

All 37
One~half 27
None 56

Hore than balf the "A" grade members atiended all or
ene~half the meetings while less then one-fourth of the
"Factory" mewbers n%m&m any of the ’mskmgm The total
active membership ax‘ the ,&awahmﬁm is aywexmmlw 700
"A® grade and 1170 "Pactory® members.

No attempt was made in the survey to determine the
reasons why members did not attend meetingsj nevertheless,
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there was much selfwcriticism for not attending meetings
and taking an active part in the funetions. The moat
popular excuse for not attending seemed to be that the
member was just & small shipper and he would not hgvas mich
nded that he m.ane
vote the same as everybody else regardless of quantity of

volce in what was going on. When rem

milk shipped, he would usually answer with some statement
to the effect that the large shipper would be able to talk
louder and faster than he, and his voice would not be
heard. | | ’ |

Another frequent excuse was that the meeting was held
-too far away. This brings up the question as to the ad-
visability of holding tml mestings in ﬁha reapeotive
districts. These amnual district mesetinges would attract
a 1@@@? number of the membership, ané would ﬁim be falre
er to those members most distasnt from ?@rtiam; Attend-
ance at meetings is an important phase of menbership rela«
tions; therefors, every effort possible should be made to
get members to attend, , |

The annual meeting of the Dalry Cooperative Assocelw
ation 1s held in Portland on the first Tuesday in Februe
ary of each year. &n sll-day program is prepared which
inoludes slection of directors, axpmﬁm of polloles,
annual report, a spsech on some dairy subject, and emters
tainment of some form. Approximately 800 persons attended
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the I&aﬁmntmga

Before the war, scheduled monthly meetings, called
"funit meetings,® were held in each éiﬁtzﬁat. These mestw
ings were primarily educational in mﬁwu, material pres
sented at the meetingsconsisted of movies or slides, or
lectures on some pertinent dairying subject. These meet~
ings were not held during the war, but they are being re-
- vived again. Some unscheduled unit meetings have been
held recently with good results. Xr. Poe, head of the
field department, has estimated 40 per cent turn out o
these meetings.

An annual picnic 1s held at Jantsen Beach Park on the
nearest Sunday to August 6. This gathering is primarily
social in nature, but it affords an opportunity for manw
agement persomnel to diseuss operatiens snd policles with
menbers. It is said that more "officisl® business takes
place at this picnic than at any other meeting.

Source of Informatien

The problem of keeping the members informed in small
cooperatives is not too 4ifficult because there is rather
close contact between all members and the Associstion. |
As the cooperative grows larger, #he task of keeping the
members fully informed becomes more and more difficult,
Members were asked their prineipal source of information
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about the Cooperstive. Their anawers are olassified in
Table VI,

Table VI

Replies to the question: What is your prinecipal
source of information sbout your Associatiom?

Source A “Faotory™ AW 4
R ~ per cent  per cent P

Truck drives w 5
Co=op Bulletin .00 k<
Directors
Other members
Fieldmen
Newspapers
Meetings

| 5 3
,mma&miw gg,

%wgmmg
SFPPRRRS -4

Total per cent is more than 100 becsuse some members gave
more than one source of information,

All the members say that the Dairy Co-op Bu.
i@smﬁmﬁmlmmmuathﬁ%mﬂﬂmgﬁﬁ%wﬁamnm@%
get considersble information from other sources, but the
"Factory® members rely almost entirely upen the Bulletin,

The officlal organ of the Association is the Dairy
Lo~op Bulletin, which is published bi-monthly and sent He
every shipper along with his milk check. Infarmation cone
tained in the bulletin includes: prices of butterfat snd
feedy notices of auctions; sales of equipment, cows, and

farme; personal sketches about employees, directors, and
membersy general information about what the Association



is doings and general information of state and national
stope about the dairy industry and cooperatives in gm@#
al,

Seventy=two per cent of the members stated that they
read every Bulletin thoroughly. Only two per cent de=
clared that they never read any of the publications.
Replies are given in Table VII.

~ fable VII

Replies to the gusn;!mt Do you slways read
your Co-op Bulletint

Answer — “A"

Per cen nE

Yes, all the time ki
Y@n’ @h&*hﬁlf

ime time 26
ﬂﬁ -

Constructive criticisms offered by some of the mems
bers follow: Bulletin should be printed on whits paper
(1t is usually printed on colorsd paper), should contain
more personal information, should have more information
about feeds and feeding, and it should be published
oftener. The majority of the members thought the Bulletin
had been very good and contained pertinent information.



Members! Op inton Regarding Quality and Price

Produstion of quality goods has leng besn the rule in
cooperative organizationa., It is through quality econirol
that many cooperatives have besn abls to get a foothold
and maintain their position on major markets. In & swrvey
of Challenge Cream & Butter Association, P. E. Quintus
saldy ,

The advantages of the stesdfust emphaeis on

quality are no longer questioned becauss of

the place now enjoyed by Challenge products in

the Californis merkets. Whatever the early

discouragements may have been, Challenge now

looks back with the conviction that 'quality

wins in the lmg m* * {iﬂ; y»i‘?}

The Deiry Cooperative Assosiation was s member of Challenge

when Quintus made this survey.

Table VIIX

HReplies to the question: Has the Ceoperative
benefited yon with reaspeet to quality?

Answer

Yos
¥o , 3 29
Dontt know - 8 8

"A" grade members were nearly unanimous in saying
that the Cooperative benefited them with respect to guale
ity, but "Factory" members were not 20 sure. The faot



that "A® grade members have a fairly strict ssnitary code
to conform to and need help occasionally from the fleld
department explains why they give oredit to the Assooia«
tion. According to the members, ways in which the Asso~
ciation benefited them with respest to quality ares (1)
they set a sanitary standard which members hed to adhere
to; (2) they furnished fleldmen to help them with their
problems; (3) Mmlﬁa were published in the Bulletin
explaining how to take care of milk.

Pable IX

Replies to the guestion: Has the Cooperative
benefited you with respect to pricet

, | fian
Answer . A

“por cent

Yes 8
No 10
Bont't know 2

~ Nearly 75 per cent of all the members were of the
opinion that the Associmtion benefited them with respect
to price. 4 large number of the “Factory" members bew
lieved the Cooperative benefited them by furnishing come
petition., Theysaid that the nonoooperative businesses had
to at least meet the Cowop ;ariéa, and those that paid more
than the Co~op were probably making up for it by shors
weighting and short testing the shippers. "A" grade
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mm‘bem, in the main, thought the Association benefited
them by aaﬁng &8 their bargaining agent.

Members! Opinion of Services Rendered by the As

The praise for gservices rendered by the Coopsrative
was almost unanimous among the members. Many of the mem~
bers saids ™rhe mervices just couldn't be any better.”
Even smong those members who were dissatisfied with the
- Association in general, there was & good word for part or
all of the services. '

Table X

Replies to the guestiong Hes your Assoclation's
service been satisfactory in the following respects?

Sam‘eg

"y
]
o®
@R
©
w0

of
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¥ain eriticlsms ebout the milk collection weres (1)
milk was spilled, and (2) the trusk same too late. Some
"Factory® members expressed dissatisfaction with the methe
od of pooling snd paying for milk. This was mainly in
reference to the market milk which went inko fluld milk
chennels during certain periods when A" grede production
was not sufficient.

Tnasmuch as mexbers elect directors to operate their
business for them, they (the mewbers) should have some
conception of whom they have slected; especially the di-
restor from their own district. To determine how many
members did lmow thelr directors, the question was sskeds

*What directors are you soquainted with?® Replies are
shown in Table XI,

Table XI

Replies to the questiong What direotors
are you sacquainted with?




49

The aignificent go'mt here is that 49 per cent of the
members did not know any of their directors. Teo much ime
portance cennot be attached to the number of votes polled
by the respective directors because the sampling in each
district was not uniform. There was a peraonsl sketeh of
one of the newly elected directors in the Dairy Co~op Bule
letin Just prior to making this survey; consequently, this
director polled as many recognition votes as thres of the
older directors.

Table XII

Replies to the questioniy Do you believe that the directors
are genarally qualified to fulfill thelr responsibilities?

Answer

Yeos
Neo
Den't know

Hembera! Opinion of Directors

There was only one dissenting member whe did not have
complate faith in the directors. The majority of the memw
bers seemed to have faith in the directors, whether they
knew them or not, for the simple reason that they were
farmers, and, therefore, should be aware of the farmer's
conditions. There were mixed feslings in regard to one
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director is a professional men, &am members thought
it was a good ldea to have such & man on the board be~
cause they would get the advantage | of & well educsted and
axpér.temm man. Other members said he should not be on
the board because dalrying was not his primary interest.

Table XIII

Replies to the question: Do you think there are
enough directors on the Board to glve demcoratic
representation to the member-patrons?

Answer

Yes :
¥o L - 1
Dontt know 34 80 a9

Members, living in Columbia and Cowlitz oountiles, re-
poerted that there wers not enough directors on the board.
These members advocated nine directors snd, also, edvised
changing the exlsting distriet bvoundaries. Host of the
other members did not feel qualified to answer this ques~
tion.

Indications are that a large number of the menbers
would like to see a limit to the numher of terms m direc-
tor serves. Two terms were advocated most freguently.
Reasons given for limiting the number of terms were:

(1) there sre plenty of capsble men who can fill the job,
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{2) if a director stays on the board indefinitely he is
liable to involuntarily think of the Assoclation as his
own business, and (3) old directors are liable to get set
in their ways.

Table XIV

Replies to the question: Should there bs a limit to
the number of years a director servea on the boerd?

Answer

Yes
No
Dont't now

The majority of the members did not think there should
be any limit to the number of years a director serves.
The main reascn given by thie group was: "As long as the
director is doing a good job he should be left in e you
know what he cen do, but you don't know what & new direc-
tor can do."

The average number of years directors have served on
the directorate iz 5.85 years. Two diﬂ@#@ﬂ were slested
in 1947.

Membera'! Enowl

It was originally plamned in the survey to ask mem-
bers what the main charasteristics of cooperatives were.
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During the initial questioning, however, it was found dife
fieult, and sometimes embarrasaing, for the member to
answer the question, so it waa changed to resd: % Tyou
think your eéapwat&w' conforme to the cooperative xmw
eiples?™ The answers to this question and the question:
"In what way is your Cooperative superior to private or-
ganizations?® give & falrly good indication of how many
members actually are aware of the prineiples of cocperas

tion,

‘Table b d

Replies to the question: Do you think your Cooperative
conforms to the cooperative prineipiesy

Answer

Yos
Yo
Dontt know

In Table III you will see that 7 per cent of the mem~
bers did not know and 12 per cent of the members said that
the Coopsrative was not superior to noncooperative type
organizations. In Table XV there are 16 per cent who did
not know and 9 per cent who say the Cooperative doss not
conform to the cooperative principles. An estimate of 28
per cent, who did not understand the principles of



cooperation, would probably be amawwiuﬁ N¥any menbers
who answered "yes" were merely guessing. In connestion
with this question, some of the members offered the fol~
lowing oriticismsy (1) the Cooperative s;a being ran 1&
the interest of the "A" grade members, (2) the Assosiation
1a expanding too much, and (3) the Cooperative is becoming
a monopoly. o

Members! Opinion of Management

————

Hembers frequently think of management as just the
mgnager and his main assistants. This, of course, is not
true as management is comprised of the board of directors
and the manager and his principsl assistants, The sotive
itles and responsibilities of directors and menager mmst
be carefully coordinated if suceessful manasgement is to
be the result.

Table XVI

Replies to the questiony Do msnagement policles
conform to the best interest of the producers?

Answer - "A® _ "Pactory®  "A" + "pactory®
o per cent  per cen per sent

Yes 94 79 83
¥o 4 11 @
Dontt know 2 10 8
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Too many "Fectory® members do not think that ms»
ment policies conform to the best interest of the producer.
‘Nine members expressed the opinion that the RANAREY WAS
operating the Cooperative for his own interest. One mem~
ber stated that the menager got paid a certain per cent
for eash pound of butterfat marketed through the Assoolia~
tion. This indicates a lasck of knowledge about cpcmtmg
policies of the Mamummn



CHAPPER V

IMARY AND CONCLUSIONS

The essential facts disclosed by this study follow:

e

2.

S

4o

B

G

7.

8.

The economic benefits seeruing to the member are

the major consideration in Jcining 8 Cooperative,
Hewbers generally do not understand the organise«
tion of the Association.

Members generslly do not understend the purpose
of the Assoelation. |
Members' knowledge of directors and their rels«
tionship to the Assoeiation is limited.

Members express considerabls opposition to the
lssuance of Certificates of Equity in iieu of
patronage refunds,

The Assoclation has expanded sonsiderably in ree
cent years but has not added any more ﬁﬁeaﬁm
or districts. |
"Factory® milk producers, who scsount for nearly
two-thirds of the total membership, do not have
& single "Factory™ membder on the directorate.
All "A® grade shippers must sign merketing cons
trasts with the Asscelation; all "Factory” milk
shippers are not required to sign contracts,



9 Daliry Bulletin 1is the principal source
of MW‘MW about the Asscelation,

10. The truck driver can be & good contaet with tie

members; he miet have asourate information,

11. Services performed by the Associstion have been

very good, | |

The conclusions that follow are based on the fopew
going faota.

Hembership relations of the Dsiry Cooperative Assoe
olstion are not entirely sstisfastory. It appears thas
the Associstion econforws more o the theory of scoperation
- Tor the mewber rather than ccopsration by the member, In
other words, there is not enough mstive participation by
81l mewbers. ¥Not all members are in socord with BATS 8-
ment's poliedes and setions. The Assceiation newberahip
is comprised of two different types of producers whose
| interests are divergent; 1t is understandable that recons
eiliation of the two groups is A1ffiouit, The "A" greds
momber has the largest finencial intersst in the Coopere
ative and, consequently, takes s more setive part in the
operation. Also, all directors are "A" grade producers
and 1% is only natural thet their primary interest lies
with the "A" grede rather than "Factory® member,

A large proportion of the curvend monbarship have
Joined the Coopsrative within the past Cive years. MNost
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of these members have joined purely for economie reasons.
Consequently, their loyalty is based on a finansial
motive rather than on cooperative ideology, There is mne
argument to the statement that cooperatives should benmefit
their members economically; however, the term 'occopera<
tive! implies more than economiec benefits. It means that
each member has a responsibility to help meintain the As-
soclation and keep it a "going concern™ during bad times
as well as good. This involves the duties which were dise
oussed esrlier in this study,

To be a good cooperator, the member must have the
feeling that he is part owner of the Association; he oune
not have this feeling when he does not kmow or understend
the scope of the arganization and 1ts operational polie
cles, ‘This is the predicament which characterises many
of the Assoclation's members. They have 1little conceptiom
of the total organization other then 1t is big. A good
deal of the information they get, conserning organization-
al and operational policies, is'haaraﬁys And, like most
hearsay, it is inaccarate or does not tell the complete
story. Therefore, the Cooperative should make every efe
fort to see that members are informed about: (1) ore
ganizational structure, (2) scope of aetivities, (3) di-
restors end their duties, and (4) pertinent epawutgaanif‘
policies. Members should also be kept fully inrnrmuasiﬁth



all the faets ~= good and bad aliks. It is a poor pelley
to give members the good news only and let them get the
bad ‘mm by rumor. fTelling the members once or twice
about their Asscciation is not suffictent, The informae
tion must be reiterated over end over again with, of
course, changes in the form of presentation.

Because most members do Judge their Assoeiation by
the economic benefits ascruing to them, it would seem
feasible to lssue patronsge refimds cocasionally; even
token payments would have a good psychologleal effeect npon
members in genersl. In any event, members should be told
in plain langusge what the "Certificates of Equity® are
for and how they sre intended to benefit them eventua
The present wording on the certificates, although it may
be necessary, is not condueive to promoting a feeling éﬁ'
cwmership by the member. _

There is no provision in the Association's bylaws as
to the kind of milk s member must produce in order te hold
office as & director, However, to have democratic sdmin-

istration, "Factory® milk shippers should be represented
on the directorate. Also, some provision for rotating
directors will prevent unfortunate situations from arising
end will prevent control from being lodged with a minority
group.

Special attention should be given to the make-up of |
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the Dairy Co-op Bulletin inasmuch as it is the primsary
soures of information for the majerity of the meﬁ
Propagends, as such, should be avolded, but educational
articles, etec., which lead the member to cooperation, |
should be emphasized.

The efficlent services performed by the Assosiation
do much to promote good membership relations. Every uf-»
fort should be made to msintain and improve the services.
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DAIRY COOPERATIVE ASSOCIATION
MARKETING CONTRACT

THIS AGREEMENT, Made and entered into this. day of, 19 , by and

between of. County, State of,
hereinafter called the Producer, and DAIRY COOPERATIVE ASSOCIATION, a corporation organized under the Co-operative Association
Lawsv%f the S{gte of Oregon, with its principal place of business in the City of Portland, State of Oregon, hereinafter called the Associa-
tion, itnesseth,

That for and in consideration of the expense incurred or to be incurred by the Association in providing means and facilities for
marketing, including the expense of locating and developing markets and providing information and services to facilitate the marketing
of the Producers’ products, and in further consideration of the mutual obligations and promises of the respective parties hereto, it is
hereby agreed as follows:

ner by the Association, and all such changes and amendments and all such by-laws and articles of incorporation, as changed and amended,
shall be and become a part of this contract immediately upon the adoption thereof. In becoming a member and executing this agreement
the Producer is helping to carry out the express aims and purposes of the Association for cooperative marketing, for the elimination of
waste in marketing, and for stabilizing the market in the interest of the Producer and the public through this and generally similar
obligations undertaken by other producers.

. The Producer appoints said association his agent, and the Association hereby agrees to act as such for the purpose of mar-
keting all the milk and cream produced for sale by the Producer or for him, whether as landlord or tenant, or otherwise, in the territory
served by the Association (except such amount as the Producer may require for personal use), and the Producer agrees to deliver ail
milk or cream, except as otherwise provided, to the Association, its Agents, or direct to such milk plant, condensory, creamery, cheese
factory or other manufacturing or buying agency as the Association may direct, in such quantities and condition and at such time as
the Association may direct, during the year 1930 and every year thereafter continually, except as hereinafter provided.

3. It is agreed that the contracts signed prior to the time the Association begins operating shall be binding when, as, and if it is
determined by the Board of Directors of the Association that in their judgment a sufficient volume of milk is under contract to assure
efficient and economical operation. Upon receipt of notice from the Association to the Producer that the Association has obtained a
sufficient number of contracts to begin operating, the contract is in full force and effect in all its terms and the producer agrees to
begin delivery upon notice to do so. It is further agreed that either party may cancel this contract on the 1st day of January of any year
beginning after 1933 by giving notice in writing to that effect to the other party at least 90 days prior to said date. Upon such notice,
the Producer shall, prior to said date, pay any indebtedness then due from him to the Association and deliver his copy of said contract
to the Association, such cancellation shall not affect any incompleted sales or transactions between the parties hereto nor releage either
from any indebtedness then unpaid or hereafter accruing under this contract. It is expressly agreed that this contract shall be binding
upon the legal representatives of the Producer.

4. The Producer agrees to deliver his milk and cream pure and unadulterated and in condition suitable for sale in the City of
Portland, or other markets designated by the Association, to such depot, shipping station, milk plants, creameries, cheese factories or
other dairy marketing and distributing pla.nts_ or buyers of milk and dairy products, as may be designated by the Association or if the

Association shall be unable to sell or otherwise dispose of said milk and cream during any portion of the contract period said Producer
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notice thereof is given, shall in no event be considered a breach of or failure to perform this contract. |

5. The Association agrees, as agent for the Producer, to sell and dispose of the Producer’s milk and cream to the best advantage
possible under market conditions, and to remit the proceeds of sale thereof to the Producer, less authorized deductions, or the Association
at its option may authorize the purchaser of the milk and cream to pay direct to the Producer the price at which the milk and cream is
bought, except the deductions authorized to be paid the Association. It is agreed that the Association may sell the milk and cream in the
City of Portland or elsewhere, in such form as the Association deems best, including the right to manufacture or have the same manu-
factured into any milk product and sold to or through any agency.

6. It is expressly understood and agreed that a uniform base price shall be paid the Producers for milk of the same grade, test,
and other guality factors, all milk or cream of the same quality being sold at the same price during a given period of time, or the returns
from sales being averaged so that producers receive the same price for the same quality, provided that in working out of any surplus
problem the Association shall make such adjustments as it deems fair and equitable by following methods that have been developed in
successful milk marketing associations.

7. The Producer agrees that, in case he is offered a price for his milk or cream or the products thereof in excess of the price then
obtainable by the Association, he will turn over such offer to the Association to be. filled from products promised to the Association.

8. The Association may refuse to accept delivery of any milk or cream, or refuse to act as agent in the. sale of any milk or
cream, that is unfit for consumption or that fails to meet the requirements of the Association in quality or condition, or that does not
conform to the requirements or standards in effect in the markets where the Association delivers or authorizes delivery. “Such refusal shall
not in any way operate to terminate the contract with the Producer and the refusal to handle such milk or cream shall be withdrawn when
the Producer is again delivering milk and cream that conforms to the standards adopted or approved by the Association.

9. The Association may take delivery of the milk and cream at the premises of the Producer and transport the same to the
depot of the Association or direct to the plant of the buyer, but unless the Association shall so elect in writing to transport said products,
delivery shall be made by the Producer as directed by the Association. Any service performed by the Association for the Producer which
he would ordinarily perform at his own expense, except selling, and any expense incurred by the Association in manufacturing or other-
wise handling milk or milk products in addition to acting as a sales agency for fluid milk and cream, shall be considered a marketing
expense chargeable to the Producer.

10. The Association shall pay to the Producer, or authorize the buyer to whom it sells to pay direct to the Producer, the net
price received by it for milk and cream, or other milk products, provided that the Association may deduct from . the  proceeds received
from the sale of milk and cream, or other milk products derived therefrom, during the time this contract is In force, such sums as the
Board of Directors of the Association in their discretion may deem necessary, convenient or expedient for maintaining the Association;
paying its operating expenses; paying its debts and obligations; revolving or retiring its equity certificates; acquiring and maintaining
plants and equipment, and other property and facilities necessary or convenient for the marketing of milk, cream, and other milk prod-
ucts; processing, manufacturing or preparing the same for market; creating and maintaining reserves for operating capital, contingencies,
and for any other proper Association purpose.

11. The Producer further agrees that the Association shall have power without limitation, except as provided by the by-laws, to
borrow money in its name.and on its own account for the purpose of making advances to members, or for other proper Association pur-
poses on the dairy products delivered to it, or on any accounts for the sale thereof, or on drafts, warehouse receipts, bills of exchange,
notes, acceptances, or other commercial papers obtained or drawn in connection with the marketing of said dairy products; and pledge
in its name and on its own account such dairy products or receipts, accounts, drafts, or other commercial papers as collateral therefor.

12, If this Agreement is signed by one or more members of a partnership, it shall apply to the partnership, and to each of the
partners individually in the event of the dissolution or termination of the partnership,

however, that any transfer of the farm or herd, whether by sale, gift, or lease to any relative of any degree or to any person in trust,
during the term hereof, shall be deemed to have been made subject to and conditional upon compliance with all of the terms hereof by
such transferee, and the Producer hereby agrees to be responsible for such compliance by such transferee.

14. The parties hereto, fully understanding and admitting that it will be impractical and extremely difficult to fix the actual dam-
age to the Association which will result in the event of the Producer’s neglect, failure or refusal to deliver to the Association or its order
the milk covered by this contract, the Producer will pay to the Association the sum of 1214 cents per-pound butterfat for all such milk

to comply with this agreement or the release of the Producer shall have no effect upon other similar agreements. .In case suit or action is
brought by the Association for any violations of this contract, the Producer agrees to pay, in addition to all court costs, all expenses. aris-
ing out of or caused by the litigation, and a reasonable attorney’s fees to be fixed by the Court, and any judgment or decree. obtained
against the Producer shall include such items.

15. It is agreed that changes may be made in succeeding marketing contracts between Producers and the -Association without
affecting the terms, conditions, and enforcement of this contract, provided that.the Producer signing this contract shall be given the
opportunity to obtain the benefits of such changes as may be made in succeeding contracts. :

16. The parties hereto covenant that there are no oral or other conditions, promises, covenants, representations or inducements
in addition to or at variance with any of the terms hereof, except as noted in the following section, and that this Agreement represents
the voluntary and clear understanding of both parties, fully and completely. o

17. In accordance with this contract it is recognized that the Producer in some instances, has made previous  contracts, mort-
gages, or agreements that affect his right to deliver products to the -Association and, therefore, delivery of such products under ‘this

marketing agreement is exempted to the extent herein noted

In Witness Whereof, the said parties have executed this contract in duplicate.

*: Producer.

o 7. Address.
DAIRY COOPERATYVE ASSOCIATION,

By ‘ ‘E

By .

President.

T Secretary.
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APPENDIX B

SERIES

» Portland, Gregon

DAIRY COOPERATIVE ASSOCIATION,

hereinafter called the “'Association, "hereby certifies

" to the hereon named, hereinafter called the “holder,”
that:

(1) During the year 1946,t arketed dairy products through the Association, and that during said period there were
marketed through the Associatiof, by othet:producers, dairy products subject to the deductions as authorized y the rules and
practices of the Association, i\él:;m ,(l‘aws, ancf marketing agreements.

i

(2) That during saj i d"éc%:c i&hs made by the Association from the fproceeds of the dairy products marketed by pro-
ducers through the As iorg inteludifig the holder, were $662,615.94, part of which was used in paying operating expenses,

including reserves for iatidn, cemmercial losses, etc. .

g plants, equipment, and other properties and facilities ecessary to, or
r milk products, processing, manufacturing, and pre the same for
market, creating an intaining reserves for working capital, contingencies, and for other proper corporgs€ purpdses, as deter-
mined by the Board of Directors in its discretion. &vk E

4
{4) That during said period, out of deductions made by the Association from the proceeds iryzproduvqté marketed

through the Association and any membership fees paid during said period by the holder, § K .wére used and ex-
pended for the purposes enumerated in the preceding paragraph (3). -

(5) This certificate is issued by the Association and accepted by the holder sybject t thé: ollowi#ifz terms and conditions:
Ide

(a) That it is not a gromise, contract, or liability of the Association to pay the r §ny of money, it does not bear
interest, does not vest in the holder any lien upon, or right, title, or interest in or to an the properties, facilities, or assets of
the Association now owned, or hereafter acquired, by it; and

: (b) That it may be called, redeemed, or retired by the Association only when and in such manner as may be hereafter pro-
vided by lawful action taken by the Association.
Executed this

The feed operations, which began in 1933, are excluded
from the above as they comprise a separate department.




APPENDIX ¢

OREGON STATE COLLEGE
¥embership Relations of the Dairy Cooperative Assceiation
nestiommaire

Hame - Shipping Kmmawﬁe Yo,
Address e

4 Crade Shipper, 1lbs BF ‘

Factory Shipper, 1bs BF ,
1. How long have you been a member of the Cowoperative?

2., VWhat is your egquity in the ﬁmemmtiw? —

3. How many so~operative meetinga have you attended
during the past two years? Annusl meeting
Speclial mestings —Bnnual pienie

4, Do you always resd your {o-op Bulletin? —
What is your opinion of this Bulletint e
What information, not alresdy ineluded 1% tThe Co-op
Bulletin, would be of interest to you? ; e

5. Do you fesl the Dairy Co-operative Association has
benefited you materially with respsct tog

&. Quality of product? ,
b. Price recelved for your miley

€. Has your Asscolation's service been satisfactory in
the following respects?

8. Hilk collsction
« Delivery of supplies
¢. Method of pooling miTE
d« Method of paying for milk
6. Fleldmen's serviece o
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8,

G

10.

11,

ie,

13,

14,
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In what respects do you think your 6@&@§a$gkiva A=
soclation is superior to privaete organizations?

Do your think your Co~operative conforms to the énw
operative principlest N i «

What 1s your prineipal source of information sbout
your associsbion?t

. Truck driver

b« Co=op Bulletin

¢+ Directors

ds Pleldmen

¢. Other members

f« XNewspapers , , ‘

g« Mestings (annual and special)

What direstors are you acquainted with?
Omar Spencer Arthur Ireland
Anton Mmlar Grant Johnson
Ray Hobson David Scherruble
Henry Bagg

Do you believe that the diresctors are generslly quali~-
fied to f11£111 their responsibilitiest ; -

Do you think there are enough directors on ths Board
to give democratic representation to the member
patronat? If not, how many dirsctors do you
think there should bet?

8hould there be & limit to the number of years & die
rector serves on the Board? + If you advow
cate & 1limit, how long should it be? _

Do you think, generally, that management policies

eonform closely to the best interest of producers?
— If not, what suggestions do you have

Tor improvement? - e






