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FACTORS CONTRIBUTING TO POOR PERFORMANCE OF AGRICUL
TURAL CO-OPERATIVES IN LESS DEVELOPED AREAS 

CLMachcthc 
Department of Agricufturaf Economics, Universily of the North 

Abstract 

Agricu_ltu~I co-operatives arc instruments use~ to accelerate the process of agricultural development in less developed countries. Co
oper~tlvcs 1~ less developed_ ~rcas of South Afnca have not, with a few exceptions, been successful in fostering agricultural development 
and 1mproV1ng the level of hVJng of the rural poor. The paper provides some explanations for the failure of co-operatives to achieve these 
goals. The_se inc!ude: la~k of mcmbcrship:s identity with co-operatives; lack of understanding on the part of members of the co-operative 
w~y of domg thm~; failure of_ co-operatives !o c~m~t_c with other b~sincsses; inability of members to dismiss inefficient management; 
failure o_f co-operatives to pr?VJde transportation; mab1hty of co-operatives to keep adequate stocks of requisites; insufficient credit; and 
the subsistence nature of agnculturc. The study concludes with proposals to improve the performance of agricultural co-operatives in less 
developed areas of South Africa. 

Same\·alting 

Faktore wat hydra tot die swak prestasie ,·an landboukot>perasies in minder ontwikkelde gebiede 

LandboukoOperasies is instrumente wat gebruik word om die proses van landbou-ontwikkeling in minder ontwikkelende lande te versnel. 
Koei~eras~es in minder-o~twikkeld_e gebiede van Suid-Afrika was nie, met enkelc uitsonderings, sukscsvol in die stimulering van landbou
ont:wJkkehng en ve_rbetcrmg ~n die lewensstandaard van landclike armes nie. Die rcferaat verskaf cnkcle verduidelikings vir die misluk
kmg van koOperas1es ten ops1gte van bereiking van hierdie doelwitte. Dit sluit in 'n gebrck by lede aan identiteit met kdbperasies; 'n 
gebrek by lede aan kennis rakende die koOperasiewese; 'n onvermdl: van k<'lopersies om met ander besighede te kompeteer; onvem11'>e van 
lede om swak b~stuur a~ te dank; gebrek aan die verskaffing van vervoer dcur koOperasies; gebrek aan voldoende voorraadhouding; on
voldoende kred1et; en die onderhoudsaard van landbou. Die studie sluit af met voorstelle om die prestasie van landboukoeiperasies in 
mider ontwikkelde gebiede van Suid-Afrika tc verbeter. 

I. Introduction 

Agricultural co-operatives have been promoted in many less 
developed countries (LDCs) as instruments for fostering 
agricultural development. In South Africa, two co-operative 
movements may be identified : a modem co-operative move
ment for white farmers and an underdeveloped co-operative 
movement for black farmers. Co-operatives for whites have 
played a major role in the development of agriculture into one 
of the most developed agricultural sectors in Africa. This 
remarkable achievement did not, however, occur without 
problems. According to the Report of The Commission Of 
Enquiry Into Cooperative Affairs (1967:3) the co-operative 
movement among white farmers did not take off until 1922 be
cause " ... farmers lacked the necessary insight, experience and 
solidarity and in the circumstances the authorities did not ,offcr 
sufficient guidance and assistance". In contrast, co-operatives 
for blacks have not, with a few exceptions, been successful in 
developing agriculture and improving the level of living in the 
rural areas. Agriculture in the homelands is still largely subsis
tence in nature and produces less than ten per cent of the total 
agricultural production in South Africa (Fenyes et al, 1987). It 
is estimated that 75 percent of the inhabitants of the 
homelands arc in a condition of absolute poverty (Beukcs, 
1988). 

Formal co-operatives in the homelands were introduced during 
the 1960s

1 
and, today , these organizations exist in large num

bers. It should be pointed out that the introduction of co
operatives in the homelands was by no means expected to 
remove all the obstacles to agricultural development but was 
merely seen as one of the ways through which the process of 
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agricultural development could be accelerated. It is precisely 
this function which co-operatives in the homelands may be said 
to have been unsuccessful in performing. 

This paper attempts to provide some explanations for the un
satisfactory performance of co-operatives in the homelands. 
The study on which the paper is based covers six agricultural 
co-operatives in three magisterial districts of the Lcbowa 
homeland, namely, Nebo, Thabamoopo and Seshego. A ran
dom sample consisting of 80 members of co-operatives was 
taken and a questionnaire survey was used to collect the data . 

2. Co-operath·e perfom1ance and factors affecting it 

The performance of co-operatives should be assessed in rela
tion to the goals for which they were established. Co
operatives arc established for various reasons but the most 
predominant arc economic in nature. I !ence, the use of finan
cial criteria in the evaluation of co-operative performance in 
many instances. Financial criteria are important but tend to be 
biased towards the promotion of growth in co-operatives. Lele 
(1981:56) points out that there is a dilemma between the objec
tives of growth and equity in co-operatives. Emphasis on 
growth in co-operatives may accentuate existing income dis
parities in the rural areas. 

An often overlooked yardstick for the measurement of co
operative performance is member satisfaction. Co-operatives 
should be established in order to serve the interests of mem
bers and it is only when the majority of members are satisfied 
that co-operatives can be said to be successful. Regardless of 
the yardstick used, co-operative performance in the homelands 
is generally unsatisfactory. 
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The performance of co-operatives is dependent on a number of 
factors. Lele (1981:55) distinguishes between external and in
ternal prerequisites for a successful co-operative movement. 
External prerequisites include physical infrastructure, product 
pricing policies, market intelligence, regulatory institutions and 
capital. The internal prerequisite refers to proper management 
of co-operatives. Lele (1981:55) argues that in the absence of 
these prerequisites, alternative forms of institutional arrange
ments arc likely to be more effective than formal co-operatives. 
On the basis of the above observations, it could be argued that 
most co-operatives in the homelands should not have been 
there in the first instance. 

In the promotion of co-operatives in LDCs, including the South 
African homelands, little attention is often given to the con
sideration of alternative institutions. The United Nations 
Research Institute for Social Development in its studies of co
operatives and planned change (according to Apthorpe and 
Gasper (1982:658)) expressed some doubts as to whether co
operatives were in many cases the best instruments for achiev
ing the stated goals. A review study prepared for the Interna
tional Co-operative Alliance (according to Apthorpe and 
Gasper (1982:658)) concludes that it would be more helpful to 
take a broader approach and begin by finding answers to the 
following questions: What arc the possible rural development 
policies that could and should be pursued? What goals should 
they aim at? What are the relevant conditions and constraints? 
The question of whether co-operatives are the best instruments 
for removing constraints in the way of improving the living 
standard of the rural poor should be considered only after 
answers to the above questions have been found. 

Mistakes have been made in the establishment of co-operatives 
in the homelands but the fact is that they arc in existence and 
their record of performance leaves much to be desired. The 
question that people concerned with agricultural and rural 
development issues should attempt to answer is 'What can be 
done to improve the performance of co-operatives so that they 
can contribute meaningfully to the improvement of the quality 
of life of the rural poor?'. It will be argued in this paper that 
both external and internal factors are responsible for the un
satisfactory performance of co-operatives and suggestions for 
the improvement of the performance will be put forward. 

3. Analysis of the results 

3.1 Reasons for joining co-operatives 

People join co-operatives for various reasons but where co
operative affiliation is voluntary, they will not join the co
operative unless they receive or expect to receive a benefit 
from doing so. Sexton (1986:214) states that a coalition struc
ture such as a co-operative must provide benefits at least as 
great as those attainable under any alternative configuration. 
Benefits may be of socio-political or economic in nature. 

It is important to establish the reasons for affiliation to co
operatives because the success of the co-operative will be deter
mined by the extent to which it enables members to realize 
their expectations. Respondents were asked to indicate why 
they joined their co-operatives. Various reasons were given as 
shown in Table 1. Major reasons given for affiliation are: 

o to be able to purchase goods on credit; 
o to be able to sell produce through the co-operative; 

and 
o advised by the local agricultural extension officer to 

affiliate. 

It is interesting to note that some of the respondents joined be
cause it is compulsory for every household in the village to be
come a member. Three per cent of the respondents indicated 
that they do not know why they joined. 
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Table 1. Reasons for joining co-operatives 

Number 

Advised by extension officer 10 
To buy goods on credit 19 
To sell produce through co-op. 18 
It is compulsory 7 
Government to plough for me 2 
For financial benefit 7 
Buy goods cheaper 4 
To have more land 2 
Receive extension advice 3 
Advised by kgosi (chief) 1 
To be able to store produce 2 
To purchase goods nearer 1 
Advised by a relative 1 
Do not know 2 
Missing data 1 

Total 80 

Machethe 

Percentage 

1250 
23.75 
2250 
8.75 
250 
8.75 
5.00 
250 
3.75 
1.25 
2.50 
1.25 
1.25 
250 
1.25 

100.0 

3.2 Members' identity with co-operath·es and knowledge 
of co-operatives 

In order to test members' knowledge of co-operatives and 
determine whether they identify with their co-operatives, the 
respondents were requested to name the owner of the co
operative of which they arc members. A number of interesting 
and surprising answers were given as indicated in Table 2. 

Table 2. Owner of co-operative 

Government 
Members 
Kgosi (Chief) 
White people 
Community 
Management Committee 
Do not know 

Total 

Number 

4 
33 
15 
4 
3 
3 
18 

80 

Percentage 

5.00 
41.25 
18.75 
5.00 
3.75 
3.75 

22.50 

100.00 

Only 41 per cent of the respondents indicated that the co
operatives arc owned by members. A significant proportion 
(23%) of the respondents did not know the owner of the co
operatives. Five per cent of the respondents, all of whom are 
members of a co-operative whose day-to-day affairs are 
managed by whites, thought that the co-operative belongs to 
whites. It is significant to note that these respondents con
stituted 18 per cent of the respondents from the co-operative 
referred to above. 

The respondents were also requested to state the difference be
tween a co-operative and an ordinary business undertaking 
such as the local shop. Table 3 shows the responses. 

A sizable proportion of the respondents (26%) believe that 
there is no difference between a co-operative and an ordinary 
business undertaking while 19 per cent do not know the dif
ference. The fact that co-operatives sold goods cheaper than 
an ordinary business undertaking was regarded by 21 per cent 
of the respondents as the major difference. Only 11 per cent 
indicated that the main difference lies in the fact that a co
operative is owned by its members. 
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tence in nature and produces less than ten per cent of the total 
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is estimated that 75 percent of the inhabitants of the 
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1988). 

Formal co-operatives in the homelands were introduced during 
the 1960s

1 
and, today , these organizations exist in large num

bers. It should be pointed out that the introduction of co
operatives in the homelands was by no means expected to 
remove all the obstacles to agricultural development but was 
merely seen as one of the ways through which the process of 
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agricultural development could be accelerated. It is precisely 
this function which co-operatives in the homelands may be said 
to have been unsuccessful in performing. 

This paper attempts to provide some explanations for the un
satisfactory performance of co-operatives in the homelands. 
The study on which the paper is based covers six agricultural 
co-operatives in three magisterial districts of the Lcbowa 
homeland, namely, Nebo, Thabamoopo and Seshego. A ran
dom sample consisting of 80 members of co-operatives was 
taken and a questionnaire survey was used to collect the data . 

2. Co-operath·e perfom1ance and factors affecting it 

The performance of co-operatives should be assessed in rela
tion to the goals for which they were established. Co
operatives arc established for various reasons but the most 
predominant arc economic in nature. I !ence, the use of finan
cial criteria in the evaluation of co-operative performance in 
many instances. Financial criteria are important but tend to be 
biased towards the promotion of growth in co-operatives. Lele 
(1981:56) points out that there is a dilemma between the objec
tives of growth and equity in co-operatives. Emphasis on 
growth in co-operatives may accentuate existing income dis
parities in the rural areas. 

An often overlooked yardstick for the measurement of co
operative performance is member satisfaction. Co-operatives 
should be established in order to serve the interests of mem
bers and it is only when the majority of members are satisfied 
that co-operatives can be said to be successful. Regardless of 
the yardstick used, co-operative performance in the homelands 
is generally unsatisfactory. 

Agrekon, Vol 29, No 4 (December 1990) 

The performance of co-operatives is dependent on a number of 
factors. Lele (1981:55) distinguishes between external and in
ternal prerequisites for a successful co-operative movement. 
External prerequisites include physical infrastructure, product 
pricing policies, market intelligence, regulatory institutions and 
capital. The internal prerequisite refers to proper management 
of co-operatives. Lele (1981:55) argues that in the absence of 
these prerequisites, alternative forms of institutional arrange
ments arc likely to be more effective than formal co-operatives. 
On the basis of the above observations, it could be argued that 
most co-operatives in the homelands should not have been 
there in the first instance. 

In the promotion of co-operatives in LDCs, including the South 
African homelands, little attention is often given to the con
sideration of alternative institutions. The United Nations 
Research Institute for Social Development in its studies of co
operatives and planned change (according to Apthorpe and 
Gasper (1982:658)) expressed some doubts as to whether co
operatives were in many cases the best instruments for achiev
ing the stated goals. A review study prepared for the Interna
tional Co-operative Alliance (according to Apthorpe and 
Gasper (1982:658)) concludes that it would be more helpful to 
take a broader approach and begin by finding answers to the 
following questions: What arc the possible rural development 
policies that could and should be pursued? What goals should 
they aim at? What are the relevant conditions and constraints? 
The question of whether co-operatives are the best instruments 
for removing constraints in the way of improving the living 
standard of the rural poor should be considered only after 
answers to the above questions have been found. 

Mistakes have been made in the establishment of co-operatives 
in the homelands but the fact is that they arc in existence and 
their record of performance leaves much to be desired. The 
question that people concerned with agricultural and rural 
development issues should attempt to answer is 'What can be 
done to improve the performance of co-operatives so that they 
can contribute meaningfully to the improvement of the quality 
of life of the rural poor?'. It will be argued in this paper that 
both external and internal factors are responsible for the un
satisfactory performance of co-operatives and suggestions for 
the improvement of the performance will be put forward. 

3. Analysis of the results 

3.1 Reasons for joining co-operatives 

People join co-operatives for various reasons but where co
operative affiliation is voluntary, they will not join the co
operative unless they receive or expect to receive a benefit 
from doing so. Sexton (1986:214) states that a coalition struc
ture such as a co-operative must provide benefits at least as 
great as those attainable under any alternative configuration. 
Benefits may be of socio-political or economic in nature. 

It is important to establish the reasons for affiliation to co
operatives because the success of the co-operative will be deter
mined by the extent to which it enables members to realize 
their expectations. Respondents were asked to indicate why 
they joined their co-operatives. Various reasons were given as 
shown in Table 1. Major reasons given for affiliation are: 

o to be able to purchase goods on credit; 
o to be able to sell produce through the co-operative; 

and 
o advised by the local agricultural extension officer to 

affiliate. 

It is interesting to note that some of the respondents joined be
cause it is compulsory for every household in the village to be
come a member. Three per cent of the respondents indicated 
that they do not know why they joined. 
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Table 1. Reasons for joining co-operatives 

Number 

Advised by extension officer 10 
To buy goods on credit 19 
To sell produce through co-op. 18 
It is compulsory 7 
Government to plough for me 2 
For financial benefit 7 
Buy goods cheaper 4 
To have more land 2 
Receive extension advice 3 
Advised by kgosi (chief) 1 
To be able to store produce 2 
To purchase goods nearer 1 
Advised by a relative 1 
Do not know 2 
Missing data 1 

Total 80 

Machethe 

Percentage 

1250 
23.75 
2250 
8.75 
250 
8.75 
5.00 
250 
3.75 
1.25 
2.50 
1.25 
1.25 
250 
1.25 

100.0 

3.2 Members' identity with co-operath·es and knowledge 
of co-operatives 

In order to test members' knowledge of co-operatives and 
determine whether they identify with their co-operatives, the 
respondents were requested to name the owner of the co
operative of which they arc members. A number of interesting 
and surprising answers were given as indicated in Table 2. 

Table 2. Owner of co-operative 

Government 
Members 
Kgosi (Chief) 
White people 
Community 
Management Committee 
Do not know 

Total 

Number 

4 
33 
15 
4 
3 
3 
18 

80 

Percentage 

5.00 
41.25 
18.75 
5.00 
3.75 
3.75 

22.50 

100.00 

Only 41 per cent of the respondents indicated that the co
operatives arc owned by members. A significant proportion 
(23%) of the respondents did not know the owner of the co
operatives. Five per cent of the respondents, all of whom are 
members of a co-operative whose day-to-day affairs are 
managed by whites, thought that the co-operative belongs to 
whites. It is significant to note that these respondents con
stituted 18 per cent of the respondents from the co-operative 
referred to above. 

The respondents were also requested to state the difference be
tween a co-operative and an ordinary business undertaking 
such as the local shop. Table 3 shows the responses. 

A sizable proportion of the respondents (26%) believe that 
there is no difference between a co-operative and an ordinary 
business undertaking while 19 per cent do not know the dif
ference. The fact that co-operatives sold goods cheaper than 
an ordinary business undertaking was regarded by 21 per cent 
of the respondents as the major difference. Only 11 per cent 
indicated that the main difference lies in the fact that a co
operative is owned by its members. 
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Table 3: Difference between co-operative and non-co-operative 

Number 

In goods sold 12 
Non-co-op not owned by patrons 9 
No difference 21 
Co-op sells goods cheaper 17 
Co-op provides credit 3 
Co-op owned by community 1 
Non-co-op sells goods cheaper 1 
Co-op provides storage facilities 1 
Do not know 15 
Total 80 

3.3 Competition with other businesses 

Pcrrcntagc 

15.00 
11.25 
26.25 
21.25 
3.75 
1.25 
1.25 
1.25 
18.75 
100.00 

Local shops deal in some of the goods sold by co-operatives 
and purchase produce from farmers. A significant proportion 
of the respondents (48%) buy goods from local shops. This has 
a negative effect on the income of co-operatives. Reasons for 
purchases from shops rather than from local co-operatives are 
outlined in Table 4. 

Table 4. Reasons for purchasing from other outlets 

Prices lower 
Outlet provides transport 
Local co-op not carry items 
Local co-op too far 
Missing data 
Not applicable 
Total 

Major reasons are: 

Number 

13 
5 
18 
1 
9 

34 
80 

Percentage 

16.25 
6.25 

22.55 
1.25 

11.25 
42.50 
100.0 

o shops offer lower prices for inputs and other items 
purchased than the local co-operative; 

o the co-operative does not normally carry the items 
purchased; and 

o shops provide transport for goods purrhascd by 
members to their homes. 

The majority of the respondents (55%) indicated that they do 
not sell their produce through the local co-operative. The main 
reasons arc : 

o production is only sufficient for consumption needs; 
o the co-operative did not normally accept produce for 

sale: and 
o prices offered by co-operatives for members' 

produce arc too low. 
• l 

Other reasons arc outlined in Table 5. 

Table 5: Reasons for not selling produce through co-operative 

Number Pcrrentagc 

Prices offered too low 
Co-operative not accepting produce 
Co-operative not provide transport 
Used to selling to other outlets 
No surplus available 
Produce rot at cooperative 
Better to sell to local shop 
Produce stolen at co-operative 
Missing data 
Not applicable 
Total 

6 
8 
2 
1 

14 
3 
2 
1 
7 
36 
80 

7.50 
10.00 
2.50 
1.25 
17.50 
3.75 
2.50 
1.25 
8.75 
45.00 
100.00 
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Machetlu: 

It may be concluded on the basis of the observations above that 
co-operatives do not compete effectively against local shops as 
regards the supply of inputs, prices of inputs and other items 
stocked, transportation of goods purchased by members and 
the provision of a market outlet for members' produce. The 
failure to compete effectively results in the leakage of potential 
income to local shops and this weakens the financial position of 
co-operatives. 

3A Members' inOuence on the policies of co-operatives 

A significant proportion (61%) of the respondents perceive 
their influence on the policies of their co-operatives as either 
low or zero. Little influence or lack thereof indicates that cru
cial decisions are often taken without the participation of mem
bers, demonstrating an authoritative style of management 
which is undesirable for co-operdtive success. It became clear 
during the survey that the management of certain co-operatives 
is grossly inefficient but members could not take any action to 
change the management as they arc powerless or unaware of 
the extent of their power. 

3.5 Supply or requisites 

The development of appropriate technology is crucial to the 
development of agriculture in LDCs. Modern inputs which are 
the products of research must reach farmers if they are to have 
a meaningful impact on agricultural production. Co-operatives 
arc some of the institutions through which modem inputs can 
be made available to farmers. 

In order to determine if co-operatives are performing the func
tion of input provision accordingly, respondents were requested 
to provide some indication of the availability or scarcity of 
production inputs at their respective co-operatives. Chemical 
fertilizer was identified as the most scarce input by 57 per cent 
of the respondents. Other inputs which are said to be scarce 
include insecticides and pesticides (13%), seed (9% ), livestock 
medicines (9%) and farm implements (9%). 

3.6 Credit provision 

The role of credit in agricultural development is recognized 
world wide and co-operatives are increasingly being used as in
stitutions for providing credit to small fam1ers in LDCs. The 
expectation to purchase goods on credit was given as one of the 
major reasons for affiliation to co-operatives yet some mem
bers (9%) complained that credit from co-operatives is unavail
able. 

4. Recommendations 

It may be concluded from the above sections that a combina
tion of internal and external factors adversely affect the perfor
mance of co-operatives in the homelands. The proposals for 
the improvement of co-operative performance suggested below 
address both internal and external factors. 

4.1 Promotion of identity with co-operath·es 

The support a cooperative enjoys from its members determines 
its destiny. In order to win this support, co-operatives must 
strive to make members identify with them (co-operatives). 
Identification with co-operatives will make members feel com
mitted to their institutions and this could help reduce the out
now of patronage to other outlets. The financial position of 
co-operatives could be improved significantly and this would 
enable them to offer some financial benefits to their members. 
Except in a few isolated cases, bonuses are never declared and 
this serves as a strong disincentive to members. It also rein
forces the views of those members who believe that the co
operatives arc not theirs. 
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4.2 Participation of members in policy-rom1ulalion 

A significant proportion of the respondents feel that their in
fluence on the policies of their co-operatives is either low or 
non-existent. Members need to be involved in the policy 
decision-making process of the cooperative if they arc to iden
tify with it. The low influence or lack thereof on the policies of 
the cooperative is an indication of excessive powers vested in 
either the day-to-day management of the cooperative or the 
management committee or both. This may not necessarily be 
enshrined in \he constitution of the cooperative but ignorance 
on the part of membership may help promote power abuse. 
Therefore, the constitution of the cooperative needs to be 
clearly explained to the membership. 

4-' Merhanisms for removal or inefficient management 

It is important for members to know that the day-to-day 
management of co-operatives is carried out on their behalf and 
that the management committee is a body that should promote 
the interests of members. The rights of members as outlined in 
the constitution of the co-operatives should be exercised. 
Education about the cooperative's constitution and the co
operative way of doing things could make members aware of 
the procedures to follow in dismissal of inefficient manage
ment. General meetings should be called regularly in order to 
give membership the opportunity to air their views on issues re
lated to the management of their co-operatives. 

4.4 Adequate stocks or requisites 

The failure of co-operatives to keep adequate stocks of requisi
tes such as chemical fertilizer has been cited as one of the 
reasons for members to patronize other business undertakings. 
This outflow of patronage reduces the financial strength of co
operatives. Availability of loans to co-operatives and the im
provement of their financial management could help improve 
supplies of requisites. 

4.5 Competitive prires for inputs and output 

A significant proportion of the respondents indicated that high 
prices for inputs and low prices for their produce encourage 
them to purchase their requisites from other outlets or to sell 
their produce through channels other than co-operatives. Co
operatives could offer competitive prices for requisites by inter 
alia teaming up with other co-operatives so that they can buy in 
bulk and to increase their bargaining power. As far as the 
prices of produce are concerned, it may be impossible for co
operatives to offer competitive prices as some of these are con
t rolled in terms of the Marketing Act. The removal of price 
controls could assist co-operatives to offer competitive prices 
for members' produce. 

4.6 Provision or transportation or purchases 

Most co-operatives covered in this study do not provide 
transport for goods they sell to members. The failure to 
provide transport has been cited as an important factor in en
couraging members to purchase their requisites from other out
lets which provide transport. Financial assistance to co
operatives to enable them to transport goods of their patrons 
should receive attention. 

4.7 Co-operative education 

It has been indicated in this study that a significant proportion 
of the respondents do not understand the cooperative way of 
doing things. An education campaign should be launched to 
teach members and prospective members of co-operatives 
about co-operatives and the benefits which may be derived 
from group action. 
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4.8 Supply ofcredit 

An important reason given for members to join co-operatives is 
to enable them to purchase goods on credit. The results of this 
study indicate that the supply of credit to members is insuffi
cient. Increasing the amount of credit to members coupled 
with appropriate measures to ensure a reasonable repayment 
rate should be considered. Co-operatives should strive to ob
tain additional credit which they can pass on to their member
ship. The mobilization of financial resources from the mem
bership could also assist co-operatives in purchasing goods for 
sale on credit to patrons. 

4.9 Promotion of production for the market 

The subsistence nature of agricultural production has been 
identified as one of the factors contributing to the failure of 
co-operatives to develop their selling function (sale of mem
bers' produce) properly. However, in certain instances mem
bers do produce a surplus but co-operatives are not willing to 
accept the produce for sale on behalf of members. The proper 
execution of the selling function which involves inter alia the 
acceptance by co-operatives of the responsibility to sell mem
bers' produce could promote production for the market. This, 
in tum, could ensure the economic viability of co-operatives. 

5. Summary 

Agricultural co-operatives in Jess developed areas of South 
Africa (Homelands) have generally not been successful in 
promoting agricultural development. The paper attempts to 
provide some of the explanations for the unsatisfactory perfor
mance of co-operatives. Research data were collected by 
means of interviews with members of six co-operatives in 
Lebowa. 

It is concluded in the paper that the following are major ex
planations for the poor performance of co-operatives: 

o lack of membership identity with their co-operatives; 
o lack of understanding on the part of membership of 

co-operatives; 
o failure of co-operatives to involve members in 

policy-decision making; 
o failure of co-operatives to compete with other 

businesses; 
o inability of members to dismiss inefficient manage

ment; 
o failure of co-operatives to provide transportation for 

delivery of members' purchases; 
o inability of co-operatives to keep adequate stocks of 

requisites; 
o inability of co-operatives to provide sufficient credit; 

and 
o subsistence nature of agriculture in less developed 

areas. 

The paper concludes with recommendations for the improve
ment of co-operative performance. These include measures to 
promote membership's identity with co-operatives, involvement 
of members in the formulation of policies, empowerment of 
members to enable them to dismiss inefficient management, 
provision of inputs in adequate quantities, education of mem
bers about co-operatives, provision of delivery services, com
petitive prices for inputs and produce, development of co
operatives' selling function and supply of sufficient credit to 
members. 

Note 

1. According to Manyama (1985) four agricultural co
operatives for blacks were registered between 1935 
and 1965. However, Machethe and Van Rooyen 
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Table 3: Difference between co-operative and non-co-operative 

Number 

In goods sold 12 
Non-co-op not owned by patrons 9 
No difference 21 
Co-op sells goods cheaper 17 
Co-op provides credit 3 
Co-op owned by community 1 
Non-co-op sells goods cheaper 1 
Co-op provides storage facilities 1 
Do not know 15 
Total 80 

3.3 Competition with other businesses 

Pcrrcntagc 

15.00 
11.25 
26.25 
21.25 
3.75 
1.25 
1.25 
1.25 
18.75 
100.00 

Local shops deal in some of the goods sold by co-operatives 
and purchase produce from farmers. A significant proportion 
of the respondents (48%) buy goods from local shops. This has 
a negative effect on the income of co-operatives. Reasons for 
purchases from shops rather than from local co-operatives are 
outlined in Table 4. 

Table 4. Reasons for purchasing from other outlets 

Prices lower 
Outlet provides transport 
Local co-op not carry items 
Local co-op too far 
Missing data 
Not applicable 
Total 

Major reasons are: 

Number 

13 
5 
18 
1 
9 

34 
80 

Percentage 

16.25 
6.25 

22.55 
1.25 

11.25 
42.50 
100.0 

o shops offer lower prices for inputs and other items 
purchased than the local co-operative; 

o the co-operative does not normally carry the items 
purchased; and 

o shops provide transport for goods purrhascd by 
members to their homes. 

The majority of the respondents (55%) indicated that they do 
not sell their produce through the local co-operative. The main 
reasons arc : 

o production is only sufficient for consumption needs; 
o the co-operative did not normally accept produce for 

sale: and 
o prices offered by co-operatives for members' 

produce arc too low. 
• l 

Other reasons arc outlined in Table 5. 

Table 5: Reasons for not selling produce through co-operative 

Number Pcrrentagc 

Prices offered too low 
Co-operative not accepting produce 
Co-operative not provide transport 
Used to selling to other outlets 
No surplus available 
Produce rot at cooperative 
Better to sell to local shop 
Produce stolen at co-operative 
Missing data 
Not applicable 
Total 

6 
8 
2 
1 

14 
3 
2 
1 
7 
36 
80 

7.50 
10.00 
2.50 
1.25 
17.50 
3.75 
2.50 
1.25 
8.75 
45.00 
100.00 
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It may be concluded on the basis of the observations above that 
co-operatives do not compete effectively against local shops as 
regards the supply of inputs, prices of inputs and other items 
stocked, transportation of goods purchased by members and 
the provision of a market outlet for members' produce. The 
failure to compete effectively results in the leakage of potential 
income to local shops and this weakens the financial position of 
co-operatives. 

3A Members' inOuence on the policies of co-operatives 

A significant proportion (61%) of the respondents perceive 
their influence on the policies of their co-operatives as either 
low or zero. Little influence or lack thereof indicates that cru
cial decisions are often taken without the participation of mem
bers, demonstrating an authoritative style of management 
which is undesirable for co-operdtive success. It became clear 
during the survey that the management of certain co-operatives 
is grossly inefficient but members could not take any action to 
change the management as they arc powerless or unaware of 
the extent of their power. 

3.5 Supply or requisites 

The development of appropriate technology is crucial to the 
development of agriculture in LDCs. Modern inputs which are 
the products of research must reach farmers if they are to have 
a meaningful impact on agricultural production. Co-operatives 
arc some of the institutions through which modem inputs can 
be made available to farmers. 

In order to determine if co-operatives are performing the func
tion of input provision accordingly, respondents were requested 
to provide some indication of the availability or scarcity of 
production inputs at their respective co-operatives. Chemical 
fertilizer was identified as the most scarce input by 57 per cent 
of the respondents. Other inputs which are said to be scarce 
include insecticides and pesticides (13%), seed (9% ), livestock 
medicines (9%) and farm implements (9%). 

3.6 Credit provision 

The role of credit in agricultural development is recognized 
world wide and co-operatives are increasingly being used as in
stitutions for providing credit to small fam1ers in LDCs. The 
expectation to purchase goods on credit was given as one of the 
major reasons for affiliation to co-operatives yet some mem
bers (9%) complained that credit from co-operatives is unavail
able. 

4. Recommendations 

It may be concluded from the above sections that a combina
tion of internal and external factors adversely affect the perfor
mance of co-operatives in the homelands. The proposals for 
the improvement of co-operative performance suggested below 
address both internal and external factors. 

4.1 Promotion of identity with co-operath·es 

The support a cooperative enjoys from its members determines 
its destiny. In order to win this support, co-operatives must 
strive to make members identify with them (co-operatives). 
Identification with co-operatives will make members feel com
mitted to their institutions and this could help reduce the out
now of patronage to other outlets. The financial position of 
co-operatives could be improved significantly and this would 
enable them to offer some financial benefits to their members. 
Except in a few isolated cases, bonuses are never declared and 
this serves as a strong disincentive to members. It also rein
forces the views of those members who believe that the co
operatives arc not theirs. 
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4.2 Participation of members in policy-rom1ulalion 

A significant proportion of the respondents feel that their in
fluence on the policies of their co-operatives is either low or 
non-existent. Members need to be involved in the policy 
decision-making process of the cooperative if they arc to iden
tify with it. The low influence or lack thereof on the policies of 
the cooperative is an indication of excessive powers vested in 
either the day-to-day management of the cooperative or the 
management committee or both. This may not necessarily be 
enshrined in \he constitution of the cooperative but ignorance 
on the part of membership may help promote power abuse. 
Therefore, the constitution of the cooperative needs to be 
clearly explained to the membership. 

4-' Merhanisms for removal or inefficient management 

It is important for members to know that the day-to-day 
management of co-operatives is carried out on their behalf and 
that the management committee is a body that should promote 
the interests of members. The rights of members as outlined in 
the constitution of the co-operatives should be exercised. 
Education about the cooperative's constitution and the co
operative way of doing things could make members aware of 
the procedures to follow in dismissal of inefficient manage
ment. General meetings should be called regularly in order to 
give membership the opportunity to air their views on issues re
lated to the management of their co-operatives. 

4.4 Adequate stocks or requisites 

The failure of co-operatives to keep adequate stocks of requisi
tes such as chemical fertilizer has been cited as one of the 
reasons for members to patronize other business undertakings. 
This outflow of patronage reduces the financial strength of co
operatives. Availability of loans to co-operatives and the im
provement of their financial management could help improve 
supplies of requisites. 

4.5 Competitive prires for inputs and output 

A significant proportion of the respondents indicated that high 
prices for inputs and low prices for their produce encourage 
them to purchase their requisites from other outlets or to sell 
their produce through channels other than co-operatives. Co
operatives could offer competitive prices for requisites by inter 
alia teaming up with other co-operatives so that they can buy in 
bulk and to increase their bargaining power. As far as the 
prices of produce are concerned, it may be impossible for co
operatives to offer competitive prices as some of these are con
t rolled in terms of the Marketing Act. The removal of price 
controls could assist co-operatives to offer competitive prices 
for members' produce. 

4.6 Provision or transportation or purchases 

Most co-operatives covered in this study do not provide 
transport for goods they sell to members. The failure to 
provide transport has been cited as an important factor in en
couraging members to purchase their requisites from other out
lets which provide transport. Financial assistance to co
operatives to enable them to transport goods of their patrons 
should receive attention. 

4.7 Co-operative education 

It has been indicated in this study that a significant proportion 
of the respondents do not understand the cooperative way of 
doing things. An education campaign should be launched to 
teach members and prospective members of co-operatives 
about co-operatives and the benefits which may be derived 
from group action. 
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4.8 Supply ofcredit 

An important reason given for members to join co-operatives is 
to enable them to purchase goods on credit. The results of this 
study indicate that the supply of credit to members is insuffi
cient. Increasing the amount of credit to members coupled 
with appropriate measures to ensure a reasonable repayment 
rate should be considered. Co-operatives should strive to ob
tain additional credit which they can pass on to their member
ship. The mobilization of financial resources from the mem
bership could also assist co-operatives in purchasing goods for 
sale on credit to patrons. 

4.9 Promotion of production for the market 

The subsistence nature of agricultural production has been 
identified as one of the factors contributing to the failure of 
co-operatives to develop their selling function (sale of mem
bers' produce) properly. However, in certain instances mem
bers do produce a surplus but co-operatives are not willing to 
accept the produce for sale on behalf of members. The proper 
execution of the selling function which involves inter alia the 
acceptance by co-operatives of the responsibility to sell mem
bers' produce could promote production for the market. This, 
in tum, could ensure the economic viability of co-operatives. 

5. Summary 

Agricultural co-operatives in Jess developed areas of South 
Africa (Homelands) have generally not been successful in 
promoting agricultural development. The paper attempts to 
provide some of the explanations for the unsatisfactory perfor
mance of co-operatives. Research data were collected by 
means of interviews with members of six co-operatives in 
Lebowa. 

It is concluded in the paper that the following are major ex
planations for the poor performance of co-operatives: 

o lack of membership identity with their co-operatives; 
o lack of understanding on the part of membership of 

co-operatives; 
o failure of co-operatives to involve members in 

policy-decision making; 
o failure of co-operatives to compete with other 

businesses; 
o inability of members to dismiss inefficient manage

ment; 
o failure of co-operatives to provide transportation for 

delivery of members' purchases; 
o inability of co-operatives to keep adequate stocks of 

requisites; 
o inability of co-operatives to provide sufficient credit; 

and 
o subsistence nature of agriculture in less developed 

areas. 

The paper concludes with recommendations for the improve
ment of co-operative performance. These include measures to 
promote membership's identity with co-operatives, involvement 
of members in the formulation of policies, empowerment of 
members to enable them to dismiss inefficient management, 
provision of inputs in adequate quantities, education of mem
bers about co-operatives, provision of delivery services, com
petitive prices for inputs and produce, development of co
operatives' selling function and supply of sufficient credit to 
members. 

Note 

1. According to Manyama (1985) four agricultural co
operatives for blacks were registered between 1935 
and 1965. However, Machethe and Van Rooyen 
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(1983) mention that formal co-operatives for blacks 
were established in the early 1960&. Their conclusion 
is based on data collected from government depart
ments in the homelands. 
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Same,·atting 

Risiko-doeltreffende spilpuntbeleggingstrategie! kan geselekteer word deur kumulatiewe waarskynlikheidsverdelings van die veiwagte na
belasting inkomste uit alternatiewe spilpuntbeleggings sowel as die produsent se voorkeure in ag te neem. Gewone en veralgemeende 
stogastiese dominansie-kriteria word as besluitnemingskriteria gebruik. Agtien verteenwoordigende spilpuntstclsels is gerdentifiseer op 
grond van verskille in kapasiteit, groottc, pomphoogtc en die grondtipe. Die veiwagtc nctto huidige waardes vir 'n koring-mielie
katoenwisselboustelsel is vir clkc belegging bcreken dcur produksie- en prysrisiko in ag tc neem. Stogasticse dominansic-kriteria maak 
dit moontlik om op grond van die totale waarskynlikheidsvcrdelings van uitkomstc, risiko-doeltreffcndc bcleggingstratcgie! te selckteer 
wat deur verskillende besluitnemers verkies sat word. Ecrste orde stogastiese dominansie gee in die meeste gevalle 'n cnkele strategic wat 
die res domineer. Slegs met die veralgemcendc stogastiesc dominansic-kritcrium kan bcleggingstratcgie! in voorkeurvolgorde geplaas 
word. Besluitnemers met verskillende grade van risiko-gevoeligheid verskil in die geval egtcr nie ten opsigte van spilpuntbeleg
gingstrategie! wat hul bepaalde voorkeure die beste sat bevrcdig nie. 

Abstract 

The selection of risk-efficient centre pivot investment strategies by means of stochastic dominance criteria 

Risk-efficient centre pivot investment strategies can be selected by taking into account both cumulative probability distributions of the es
timated after-tax income from alternative centre pivot investments and the producer's preferences. Ordinary and generalized stochastic 
dominance criteria are used as decision-making criteria. Eighteen typical centre pivot systems were identified on the basis of differences 
in capacity, size, pumping height and soil type. The estimated net present values for a wheat/maize/cotton rotation crop system were cal
culated for each investment by taking production and price risks into consideration. Stochastic dominance criteria facilitate the selection 
of the risk-efficient strategies that will be preferred by different decision-makers, on the basis of the total probability distributions of out
comes. In most cases stochastic dominance of the first degree gives a single strategy which is dominant. Only by using the generalized 
stochastic dominance criterion can investment strategies be placed in order of preference. However, in this case decision-makers with 
varying degrees of risk-sensitivity do not differ in respect of centre pivot investment strategics that would satisfy their spesific preferences. 

1. Inleiding 

Gewasgroeisimulasicmodellc wat die wissclwcrking van stogas
tiese weerstoestandc, grondwater, plantcgroei en planle
ontwikkeling en besproeiingsbesluite in ag neem, raak as navor
singsinstrument al hoe belangriker (Harris en Mapp, 1986:299). 
'n Onderneming kan alleen suksesvol bestuur word as die bc
stuurder stogastiese komponente in die omgcwing voorspel en 
strategic! kies met die grootste moontlikheid om doelwitte tc 
veiwesenlik (Zentner et al, 1981:1). Sekere kriteria of 
besluitnemingsre!ls moet gebruik word om die bestc alternatief 
te selekteer. Volgens besluitnemingsteorie is die maksimering 
van veiwagte nut 'n gcpaste kriterium (Boehlje en Eidman, 
1984:458). Besluitnemers neem hul voorkeurc en inligting 
omtrent alternatiewe strategic! in ag wanneer hulle kcuscs 
moet uitoefen en neem dan besluite sodanig dat hut veiwagte 
nut gemaksimeer word. 

'n Benadering wat die laastc jare baie aandag geniet, is die 
gebruik van stogastiese dominansie. Die bcnadering bestaan 
uit re!ls wat gebruik kan word om riskantc altcrnatiewc in 
voorkeurvolgorde te groepeer wanneer min oor die besluit
nemer se voorkeure bekend is (Zentner et al, 1981:1). Harris 
en Mapp (1986:304) kom tot die gevolgtrekking dal hierdie 
kriteria 'n kragtige benadering is vir die evaluering van be
sproeiingstegnologie en -beleggings onder stogastiesc toe
stande. Stogastiese dominansie-kriteria is ook in verskeie 
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ander studies toegepas om doeltreffende besproeiingsbesluite 
te selcktcer (Nielson, 1982; Bosch, 1984; Bernardo, 1988). In 
Suid-Afrika het Van Zyl (1985) stogastiesc dominansie-kriteria 
gebruik om ckonomics optimale mieliekultivars onder risiko
toestandc tc kics. Volgens Van Zyl (1985:70) hct Van der 
Merwc (1982) en Van Rooyen (1983) ook stogastiese 
dominansie-kriteria as seleksicmaatstaf by grondboon- en 
mieliekultivars gebruik. Stogastiese dominansie-tegnieke kan 
vcral tocgepas word op die ontwikkelings- en navorsingster
rcine (Anderson et al, 1977:298). Zentner et al (1981:1) meen 
ook dat stogastiesc dominansie-tegnickc baie toepasbaar is op 
probleme wat in landbounavorsing, -voorligting en -beleid on
dervind word. 

Stogastiesc dominansie-kriteria is egter nag nie plaaslik gebruik 
om alternatiewc besproeiingsbeleggings te evalueer nie. 'n 
Boer wat 'n spilpuntstelsel aanskaf, moet 'n keuse maak tussen 
verskillende riskante bcleggingsmoontlikhedc. Die produksie
cn prysrisiko wat inherent voorkom, veroorsaak groot variasie 
in die netto huidige waarde wat boere van die alternatiewe 
belcggings kan veiwag. 

Die doel met die artikel is om risiko-doeltreffende spil
puntbeleggingstrategie! te selektcer deur die totale waarsk-yn
likheidsverdelings van die veiwagte na-belasting inkomste uit 'n 
koring/mielie/katocn-wisselboustelsel vir 18 spil
puntbesprociingsbeleggings en die besluitnemer se voorkeure 




