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Abstract

The organizational growth of farmer cooperatives is tied to increased heterogeneity in member attitudes
and perceptions. To inform possible solutions, a better understanding of the complex interrelationships of
member attitudes and perceptions is necessary. Using survey responses from 1,116 members of an organic
marketing cooperative in the United States, this paper develops a structural equation model of six factors:
organic lifestyle, mission support, participation, trust, satisfaction, and long-term commitment. The final
model illustrates nine significant relationships, including satisfaction and long-term commitment. The result
suggests the long-term survival or viability of farmer cooperatives is not only dependent on its financial
performance but also the utility of its members. In terms of member attitudes and perceptions, trust and
mission support may offer the best opportunities for farmer cooperatives to foster member satisfaction and
thus address the negative consequences of heterogeneity.
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1. Introduction

In the aggregate, American and European cooperatives in the farm production sector have been successful
(Cooperatives Europe, 2016; United States Department of Agriculture (USDA), 2017). Yet many cooperatives
face pressure to improve efficiency and thus pursue external growth by means of mergers and acquisitions
to drive scale and scope economies (Grashuis, 2018). The ongoing trend of consolidation thus facilitates the
creation of ‘super locals’ and regional cooperatives with thousands of members (Eversull, 2014), but also
the exit of many others (Merlo, 2017; USDA, 2017).

While necessary to combat ongoing consolidation of power in input supply and output demand sectors
(Saitone and Sexton, 2017), the increasing size and complexity of farmer cooperatives is problematic. As
reviewed by Hohler and Kiihl (2018), the organizational growth of farmer cooperatives drives heterogeneity
in member attitudes and perceptions, particularly in terms of commitment and participation (e.g. Feng et al.,
2016; Hakelius and Hansson, 2016; Osterberg and Nilsson, 2009). Decreasing member commitment and
participation may reflect the ongoing divergence in the objectives of farmer cooperatives and its members
(Nilsson et al., 2012; Puusa et al., 2016).

The evolving function and behavior of farmer cooperatives has spurred much academic attention to trust,
commitment, participation, and other member attitudes and perceptions in relation to cooperative performance
or member satisfaction. As reviewed by Grashuis and Su (2019), the recent empirical literature has produced
evidence of the relationships of trust to satisfaction (Hansen et al., 2002; Morrow et al., 2004), trust to
commitment (Barraud-Didier et al., 2012), involvement and communication to commitment (Cechin ef al.,
2013), satisfaction to long-term commitment (Arcas-Lario et al., 2014; Hernandez-Espallardo et al., 2012),
and ideology to loyalty (Morfi et al., 2015).

While illustrative of the complexity of cooperative performance and member satisfaction (e.g. Franken and
Cook, 2015; Soboh et al., 2009), many studies only emphasize part of the relationship and use empirical
techniques which at times leave doubt regarding the true causal interrelationships of various measures
or constructs. Moreover, as of yet, member satisfaction has not yet been studied in context of an organic
marketing cooperative, which is important for two reasons: (1) organic agriculture is increasing in importance
(Willer and Lernoud, 2016), and (2) there often exist significant differences in the attitudes of organic and
conventional farm producers (e.g. Lapple, 2013; Wallenbeck et al., 2016; Wayman et al., 2017), which may
or may not extend to attitudes and perceptions in terms of cooperative membership.

Considering the foregoing, the purpose of our paper is to inform the relationships of multiple member attitudes
and perceptions to satisfaction and long-term commitment in one framework and empirical model for a
collective of organic farm producers. The research question is as follows: What is the relationship of organic
lifestyle, cooperative mission support, participation, and trust to satisfaction and long-term commitment?
The research question is addressed by means of structural equation modeling (SEM) to analyze survey data
from 1,116 members of an organic marketing cooperative in the United States. The underlying objective
is to form recommendations for academics and practitioners to help improve the general performance of
farmer cooperatives via member satisfaction and long-term commitment, which we define as the intention
to continue membership in the foreseeable future.

Our empirical study facilitates three novel observations. First, using SEM, the study illustrates the complex
interrelationships of six different member attitudes and perceptions: organic lifestyle, cooperative mission
support, participation, trust, satisfaction, and long-term commitment. The prior literature had not yet considered
the endogenous nature of all six factors in one study by means of simultaneous estimation. Second, in addition
to the eight hypothesized relationships among member attitudes and perceptions, the iterative process of model
respecification also revealed a negative relationship of trust to participation, suggesting members who trust
board directors and managers feel less compelled to exert control by voting or monitoring and thus exhibit
free rider behavior. Third, adherence to an organic lifestyle is found to be of importance to the support of
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the cooperative mission. Cooperatives with an organic identity, as well as cooperatives with similar product
or process characteristics which facilitate differentiation, thus have to beware of its foundational values
and principles and its possible impact on the ability or willingness of members to be part of the collective.

Our paper proceeds as follows. The conceptual framework, which concerns the interrelationships of the
member attitudes and perceptions, is developed in Section 2. Section 3 presents the data sources, the summary
statistics, and empirical model specifications. The results of the structural equation model are reported in
Section 4, and Section 5 contains a discussion and conclusion.

2. Conceptual framework
2.1 Trust

Trust, which is an indicator of social capital (Nilsson ef al., 2012), is likely strong at the formation of the
cooperative as individuals must work together to become organized. Traditionally, ownership and control
of the cooperative is held entirely by the members, although the law mandates the election or appointment
of board directors to represent the various interests of the collective. However, as cooperatives grow to
become complex and diverse business organizations, effective control is often delegated to professionals or
decision specialists to secure specific knowledge of non-member business activities (Chaddad and Iliopoulos,
2013). Assuming contractual incompleteness, there may exist a divergence between the interests of members
and managers (Deng and Hendrikse, 2013; Fulton and Pohler, 2015), in particular in case of information
asymmetry. Organizational growth is also tied to heterogeneity in member attitudes and objectives (Hakelius
and Hansson, 2016; Hohler and Kiihl, 2018), which implies the existence of multiple principal-agent
relationships among members, board directors, and the general manager. Trust may therefore be of high
importance to help limit agency problems.

Empirically, Hansen et al. (2002) first studied trust in relation to other member attitudes and perceptions.
With 779 survey responses, the study analyzed the causal relationship of trust among members and also
between members and managers to group cohesion and member satisfaction. Using hierarchical regression,
Hansen et al. (2002) found trust among members explained 17% of the variance in group cohesion, which in
turn positively impacted satisfaction. In France, Barraud-Didier et al. (2012) collected survey data from 259
members of grain cereal marketing cooperatives to study trust in relation to commitment and participation.
Using SEM, the study supported the hypothesized causal relationship of trust to participation via commitment.
In Ethiopia, Ruben and Heras (2012) studied five coffee marketing cooperatives and observed significant
differences in social capital and performance in terms of member commitment. Specifically, the cooperatives
with superior performance also possessed more social capital, defined in the study as trust, reciprocity,
cohesion, and external relationships. With a sample of 277 Spanish fruit and vegetable producers, Arcas-
Lario et al. (2014) used two separate OLS regressions to illustrate the positive impact of trust on member
satisfaction and subsequently the positive impact of member satisfaction on the future intention to continue
membership in the cooperative. In Costa Rica, Wollni and Fischer (2014) concluded the supply decision for
coffee producers is impacted by trust perceptions. Their survey respondents showed a greater propensity to
supply cooperatives if their decision is based on trust as opposed to price alone.

Hypothesis 1: trust is related positively to affective commitment (i.e. cooperative mission support).

Hypothesis 2: members who have trust in the directors and the managers of the cooperative are more
satisfied.
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2.2 Participation

Member control is traditionally manifested by the one-member one-vote system. However, participation in
the governance of the cooperative is voluntary, and as cooperatives grow in size members may have less
motivation to exert influence on the outcome of joint decisions (Nilsson et al., 2012). While non-participation
is an issue common to large cooperatives, participation may not necessarily assume a binary character with
only participants and non-participants (Nilsson and Hendrikse, 2011). Participation is not only exercised by
voting, but also attendance at regional or annual meetings and service on boards or committees.

In the empirical literature, the decision to participate or not participate in the governance of the cooperative
has been related to trust (Nilsson et al., 2009; Osterberg and Nilsson, 2009). Trust in board directors and
managers is enhanced by monitoring or even influencing their behavior, which likely constitutes a confirmation
or adjustment of the alignment of individual and joint objectives. The hypothesized impact of participation
on trust has two implications: (1) active participation may facilitate an indirect effect on satisfaction via
trust, and (2) there may exist a feedback loop in which causal effects go back and forth. In addition, Arcas-
Lario et al. (2014) also found evidence of a direct effect of participation on satisfaction, which implies the
exertion of control is positively related to utility and perhaps cooperative performance as well.

Hypothesis 3: participation in the governance of the cooperative facilitates more trust in its board
directors and managers.

Hypothesis 4: monitoring or influencing the behavior of board directors and managers via participation
has a positive impact on membership satisfaction.

2.3 Mission support

As owners of the cooperative, members have a dual function as its suppliers as well as its capitalists (Feng
and Hendrikse, 2008). Members thus hold ownership in two businesses: the farm and the cooperative, and the
objectives of the two are connected. As such, members may not only experience an economic commitment
to the cooperative but also an affective commitment (Jusilla et al., 2012). The affective commitment is based
on an emotional attachment to the cooperative (Jimenez et al., 2010; Jusilla et al., 2012; Ollila et al., 2014),
which may be expressed as support of the cooperative mission. Generally, the cooperative mission is often
defined in terms of the marketing of pooled resources. On the same note, affective commitment has also
been described as commitment to collective action (Borgen, 2001; Cechin et al., 2013; Morfi et al., 2015).

Empirically, affective commitment or cooperative mission support has been studied in relation to trust and
participation. For example, Barraud-Didier et al. (2012) specified a structural equation model to prove the
hypothesized relationship of trust to commitment as well as the relationship of commitment to participation
for French farmers. With survey data from Norwegian farm producers, Borgen (2001) also used SEM to
study trust as an intermediate construct in the relationship of cooperative ideology to an investor-oriented
strategy. The analysis revealed a positive relationship of affective commitment to trust. Similarly, Morfi
et al. (2015) observed significant differences in the attitudes of members who are loyal or disloyal to the
cooperative. Loyal members had a stronger commitment to the cooperative mission and had more trust in
information from board directors and managers.

Hypothesis 5: participation in the governance of the cooperative is related positively to the individual
support of the cooperative mission.

Hypothesis 6: strong support of the cooperative mission is associated with increased trust in board
directors and managers.
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2.4 Organic lifestyle

In terms of organic food consumption, food consumers may not relate to the binary categorization of pure
organic or pure conventional food. Just as the marketplace is characterized by hybrid food products with
organic and non-organic attributes, there exist consumers whose utility function is maximized by consumption
of both organic and conventional food products (e.g. Stolz et al., 2011). Research has indicated a consistent
relationship of certain demographic characteristics to the probability and intensity of organic food consumption
(Dimitri and Dettmann, 2011). The same applies to organic food producers. For example, Mzoughi (2011)
found organic food producers in France to have more moral and social concerns as compared to conventional
food producers. As the identity of the cooperative is associated with organic food production, the adherence
to an organic lifestyle may relate positively to the individual support of its mission.

Hypothesis 7: adherence to an organic lifestyle relates positively to the support of the cooperative mission.
2.5 Member satisfaction

Cooperative performance is an ambiguous concept as there exist multiple parameters and constraints
(Soboh et al., 2009). While the empirical literature on cooperative performance is dominated by a financial
perspective (Grashuis and Su, 2019), member satisfaction is another possible indicator (Franken and Cook,
2015). Satisfaction is the product of a positive impact of the cooperative on the utility of the member, whether
it is manifested by improved price, product quality, input access, or some other variable. Satisfaction is
not only indicative of perceived impact in period #, but also predictive of member behavior in period 7, ;.
For example, Hernandez-Espallardo et al. (2012) and Arcas-Lario et al. (2014) found evidence of member
satisfaction having a significant and positive relationship to the intention to continue membership, which we
describe as long-term commitment. Considering the importance of supply and equity contributions, long-term
commitment to the cooperative is possibly an important indicator of its future viability or survival probability.

Hypothesis 8: membership satisfaction is positively related to the intention to continue membership in
the future.

Figure 1 illustrates the conceptual model and the hypothesized relationships. Latent factors are represented
by circles and observed factors by rectangles. The model contains five latent factors (trust, participation,
mission support, organic lifestyle, and satisfaction) and one observed factor (long-term commitment). We
explain the measurement of these member attitudes and perceptions in the next section.

3. Methodology

3.1 Data collection

In March 2017, an organic marketing cooperative in the United States surveyed its entire membership of
over 2,000 farm producers to measure heterogeneity. The general increase in consumer demand for organic
food and drink products has facilitated strong growth of the cooperative in its recent history. By June 2017,
the cooperative had received 1,402 responses. However, because of missing information we deleted 286
responses, which reduced the final sample to 1,116 responses.

In addition to information on attitudes and perceptions, the survey also elicited information on demographic
characteristics to inform the representativeness of the sample. As illustrated in Table 1, most of the survey
respondents are first generation farm producers (44%), male (96%), religious (76%), and married (86%).
The high degree of homogeneity in demographic characteristics is not uncommon in the empirical literature
on farmer cooperatives. For example, the samples of French grain producers in Barraud-Didier et al. (2012)
and Spanish fruit and vegetable producers in Arcas-Lario ef al. (2014) also consisted primarily of older
males with limited education.
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Figure 1. Path diagram of the hypothesized model of member attitudes and perceptions. H1-H8: hypotheses
explained in text.

Table 1. Demographic characteristics of survey respondents.

Variable Mean Std. Dev. Min Max
Family farm generation (%)  First 0.44 0.50 0 1
Second 0.21 0.41 0 1
Third 0.16 0.37 0 1
Fourth or more 0.16 0.37 0 1
Not family farm 0.03 0.17 0 1
Farm experience (years) 21.38 13.62 0 69
Size (acres) 294.85 372.85 4.00 6,027
Household size (n) 5.49 3.02 1 15
Religious (%) 0.76 0.42 0 1
Age 24 or younger 0.02 0.14 0 1
25-34 0.17 0.38 0 1
35-44 0.28 0.45 0 1
45-54 0.23 0.42 0 1
55-64 0.24 0.42 0 1
65+ 0.06 0.25 0 1
Married (%) 0.86 0.35 0 1
Male (%) 0.96 0.20 0 1
Education (%) 8th grade equivalent 0.49 0.50 0 1
Some high school 0.02 0.14 0 1
High school diploma or equivalent (.18 0.39 0 1
Technical degree 0.08 0.27 0 1
Some college 0.09 0.28 0 1
College degree (BA/BS) 0.11 0.32 0 1
Advanced degree 0.02 0.15 0 1
Membership length (years) 5.67 4.88 0 23.5
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3.2 Structural equation model

As explained by Bollen (1989), SEM involves the analysis of covariances and correlations to test causal
assumptions (Bollen and Pearl, 2013). SEM has been described as a combination of exploratory factor
analysis and multiple regression (Ullman, 2001). The technique comprises the simultaneous estimation of the
structural model, which contains the relationships between the latent variables and the observed variables,
and the measurement model, which contains the relationships between the latent variables and its manifest
variables. SEM has several advantages as compared to multiple regression, including the construction
of hypothetical or latent factors, the simultaneous estimation of a system of equations which reflect the
interrelationships of exogenous and endogenous variables, and the measurement of direct and indirect causal
relationships (Kline, 2015; Tarka, 2017). The technique is especially useful and important to researchers who
conceptualize farmer cooperatives, or business organizations in general, as not only economic or financial
but also social and political institutions whose characteristics do not necessarily appear on the balance sheet
or income statement.

Conforming to standard notation (Joreskog, 1973), the structural model is defined as:
n=Bn+Ic+{ (1

where 7 is the vector of endogenous latent variables, £ is the vector of exogenous latent variables, and ¢
is the latent stochastic term. B and /" are the coefficient matrices for the endogenous and exogenous latent
variables, respectively. The measurement model is given by:

y=A,n+e 2
and
x=AE+06 3)

where x is the vector of manifest indicators of the exogenous latent variables, y is the vector of manifest
indicators of the endogenous latent variables, A is the vector of random parameters to be estimated, and ¢
and ¢ are the stochastic terms for x and y, respectively.

Corresponding to Equation 2 and Equation 3, our measurement model is comprised of five latent factors:
trust, participation, mission support, organic lifestyle, and satisfaction (Table 2). Each factor is instrumented
by three to five manifest variables. Except for the factor participation, each manifest variable is based on
survey responses to five-point Likert statements with a standard range of ‘strongly disagree’ to ‘strongly
agree’. The manifest variables which instrument the latent factor participation have a binary structure and
correspond to simple yes/no survey responses. As illustrated in Table 3, strong internal consistency is indicated
by Cronbach’s alpha coefficients with a range of 0.66 to 0.87.

Based on Equation 1, the full structural equation model corresponding to the hypothetical model to be
estimated is illustrated in Figure 2. To be clear, the structural equation model is comprised of the five latent
factors in the measurement model, as well as the observed factor of long-term commitment. The empirical
analysis is conducted in Stata 15 with maximum likelihood as the estimation technique (Acock, 2013).
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Table 2. Measures of member attitudes and perceptions.

Variable Mean Std. Dev. Scale!

Latent factor 1: trust

1. I trust the integrity of the leadership of the cooperative. 3.30 0.65 0-4
2. I trust the cooperative board to make balanced decisions. 3.26 0.71 0-4
3. I trust the cooperative to support its members. 3.23 0.68 0-4
Latent factor 2: participation
1. In the past year, [ have attended a regional meeting. 0.28 0.45 0-1
2. In the past year, I have attended an annual meeting. 0.78 0.42 0-1
3. In the past year, [ have voted on cooperative business. 0.65 0.48 0-1
4. In the past year, | have served on a committee. 0.38 0.48 0-1
Latent factor 3: mission support
1. I understand the mission of the cooperative. 3.17 0.65 0-4
2. 1 fully support the mission of the cooperative. 3.27 0.69 0-4
3. The cooperative stays true to its mission. 3.31 0.73 0-4
4. I feel personally connected to the cooperative. 3.05 0.81 0-4
Latent factor 4: organic lifestyle
1. I buy organic whenever possible. 2.57 0.95 0-4
2. It is worth the extra money to buy organic products. 2.84 0.82 0-4
3. I encourage friends and family to buy organic products. 2.72 0.83 0-4
4. I am committed to living organically. 2.62 0.88 0-4
Latent factor 5: satisfaction
1. I am satisfied with my membership in the cooperative. 3.13 0.82 0-4
2. The cooperative pays fair prices. 341 0.71 0-4
3. I feel grateful to be a member of the cooperative. 3.60 0.59 0-4
4. I would recommend membership to another farmer. 3.55 0.73 0-4
5. T am satisfied with the quality of the communication. 3.04 0.85 0-4
Observed factor 1: long-term commitment
1. I am likely to remain a member in the near future. 2.62 0.55 0-4

1 Values are based on a five-point Likert scale, or binary option.

Table 3. Overview of latent factors.

Latent factor (Scale) Summary statistics Internal consistency Correlation matrix
Mean  SD Cronbach’s @ 1 2 3 4 5
1. Trust (0-4) 3.26 0.58 0.82
2. Participation (0-1) 0.52 0.32 0.66 0.18
3. Mission support (0-4) 3.20 0.57 0.80 0.72 0.32
4. Organic lifestyle (0-4) 2.67 0.75 0.87 023 0.27 0.32
5. Satisfaction (0-4) 3.34 0.56 0.79 0.70 028 0.67 0.22

1 SD = standard deviation.
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Figure 2. Structural equation model of member attitudes and perceptions.

4. Results

4.1 Confirmatory factor analysis

First, it is customary to conduct confirmatory factor analysis to examine and evaluate if the structural model
is valid (Kline, 2015). The purpose is thus to determine if the manifest variables are accurate reflections
of the latent factors. As indicated in Table 4, each of the standardized path loadings is characterized by
statistical significance. Seventeen of the 20 factor loadings have a magnitude of 0.60 or higher. Common
goodness-of-fit statistics (comparative fit index = 0.92, Tucker-Lewis index = 0.90, root mean square error
of approximation = 0.07) also indicate an acceptable fit between the measurement model and the observed
data (Hooper ef al., 2008; Kline, 2015; Schreiber et al., 2006). There is thus no reason to make modifications
to the measurement model.

4.2 Model respecification

Second, we estimate the null model (Figure 2). We do not report the results as the values of the comparative
fit index (0.90), the Tucker-Lewis index (0.89), and the root mean square error of approximation (0.07) do
not comfortably meet or exceed the cutoff criteria specified in various publications (Hooper et al., 2008;
Kline, 2015; Schreiber ef al., 2006). We are thus motivated to inspect the modification index values to
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Table 4. Results of the confirmatory factor analysis.

Variable B SE! B
Factor 1: trust
1. I trust the integrity of the leadership of the cooperative. - 0.808
2. I trust the cooperative board to make balanced decisions. 1.044 0.039 0.762
3. I trust the cooperative to support its members. 0.973 0.036 0.750
Factor 2: participation
1. In the past year, [ have attended a regional meeting. - 0.172
2. In the past year, I have attended an annual meeting. 4910 0.945 0.981
3. In the past year, [ have voted on cooperative business. 4.369 0.791 0.744
4. In the past year, | have served on a committee. 2.612 0.503 0.416
Factor 3: mission support
1. I understand the mission of the cooperative. - 0.604
2. 1 fully support the mission of the cooperative. 1.310 0.065 0.749
3. The cooperative stays true to its mission. 1.437 0.078 0.760
4. I feel personally connected to the cooperative. 1.457 0.079 0.702
Factor 4: organic lifestyle
1. I buy organic whenever possible. - 0.851
2. It is worth the extra money to buy organic products. 0.900 0.027 0.865
3. I encourage friends and family to buy organic products. 0.797 0.028 0.764
4. 1 am committed to living organically. 0.783 0.030 0.711
Factor 5: membership satisfaction
1. I am satisfied with my membership in the cooperative. - 0.676
2. The cooperative pays fair prices. 1.187 0.058 0.705
3. I feel grateful to be a member of the cooperative. 1.016 0.049 0.728
4. I would recommend membership to another farmer. 0.835 0.042 0.669
5. I am satisfied with the quality of the communication. 0.822 0.050 0.535
N 1,116
Chi-Square 1,034.44
Degrees of freedom 160
Root mean square error of approximation 0.07
Comparative fit index 0.92
Tucker-Lewis fit index 0.90

I'SE = standard error.

inform possible improvements in the model, which implies a transition from confirmatory to exploratory
factor analysis.

Upon examination of the modification index values, we added a path from trust to participation to model a
reciprocal relationship for the two latent factors. We also added various covariances to the model to improve
its fit without compromising the general interpretation of the structural model or the measurement model.
Finally, the values of the comparative fit index (0.98), the Tucker-Lewis index (0.98), and the root mean
square error of approximation (0.04) are superior for the alternative model as compared to the null model
(Table 5).

Table 6 reports the standardized as well as the unstandardized path loadings, and Figure 3 provides a visual
presentation of the alternative model. Relating to the hypothesized relationships, each of the path loadings is
positive and statistically significant (Table 6). As hypothesized, we observe positive relationships of organic
lifestyle to cooperative mission support, cooperative mission support to participation, cooperative mission
support to trust, participation to satisfaction, trust to cooperative mission support, trust to satisfaction, and
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Table 5. Comparison of goodness-of-fit statistics for the null and alternative model specifications.!

Chi-Square RMSEA CFI TLI AIC
Null 1,265.248 0.07 0.90 0.89 33,309.740
Alternative 384.522 0.04 0.98 0.98 32,463.012

' RMSEA = root mean square error of approximation; CFI = confirmatory fit index; TLI = Tucker Lewis index; AIC = Akaike’s

information criteria.

Table 6. Results for the estimated structural equation model.!?

Hypothesized relationship B SE B
1 Trust —  Mission support 0.52 1% 0.044 0.708
2 Trust — Satisfaction 0.652%** 0.033 0.794
- Trust — Participation -0.295%** 0.086 -1.082
3 Participation —  Trust -0.515%* 0.205 -0.141
4 Participation — Satisfaction 0.628%** 0.125 0.209
5 Mission support — Participation 0.593 % 0.134 1.596
6 Mission support — Trust 1.017%%** 0.124 0.747
7 Organic lifestyle — Mission support 0.140%** 0.019 0.215
8 Satisfaction — Future membership 0.726%** 0.042 0.585
N 1,116
Chi-square 384.52
Degrees of freedom 165
Normed chi-square 2.33
RMSEA 0.04
CFI 0.98
TLI 0.98

'RMSEA = root mean square error of approximation; CFI = confirmatory fit index; TLI = Tucker Lewis index; SE = standard error.
2 Significant at ** P<0.05 and *** P<0.01.

satisfaction to long-term commitment. The only exception is the relationship of participation to trust, which
is estimated to be negative and thus contradicts prior findings by Nilsson et al. (2009) and Osterberg and
Nilsson (2009). We thus reject Hypothesis 3.

4.3 Direct, indirect, and total effects

The interrelationships of the member attitudes and perceptions are complex. The latent factors are interconnected
and have both direct and indirect relationships to each other. Even organic lifestyle, the only exogenous latent
factor in the estimated model, is indirectly related to long-term commitment via the other latent factors.
Furthermore, the model includes two reciprocal relationships, one between trust and cooperative mission
support and the other between trust and participation. In theory, the feedback loop continues to infinity
(Kline, 2015). The latent factors thus have effects on themselves. Table 7 reports the effect decomposition
for each interrelationship. For example, the standardized indirect effect of trust on long-term commitment
is estimated at 0.986, and the indirect effect of cooperative mission support on satisfaction is estimated at
1.213. Effect decomposition also reveals the intricate relationship of participation to satisfaction. Its direct
effect on satisfaction is 0.209, but the magnitude of its indirect effect is negative and stronger (-0.237).
As compared to the existing literature on member attitudes and perceptions, full conceptualization of the
interrelationships of member attitudes and perceptions thus facilitates better insight regarding the dynamic
interactions.
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Figure 3. Results for the estimated structural equation model.

5. Discussion and conclusions

The positive relationship of organic lifestyle to mission support adds a novel dimension to the interrelationship
of member attitudes and perceptions. The magnitude of the total effect (0.382) on cooperative mission support
is not as large as exhibited by other relationships in the model, but the result is nonetheless indicative of the
importance of common values and principles in terms of not only collective action but also farm production
and even home consumption. For the cooperative in this study, the relationship of organic lifestyle to mission
support is likely explained by its organic identity, suggesting the relationship may not exist for non-organic
marketing cooperatives. However, non-organic marketing cooperatives may have other product or process
characteristics, such as natural or non-GMO, which require a similar alignment between values and principles
both individually and collectively.

Cooperative mission support, which is related to the latent factor affective commitment (e.g. Barraud-
Didier et al., 2012; Jusilla et al., 2012), is in turn positively related to participation in the governance of the
cooperative (total effect = 1.650). The result indicates self-identification as a member as opposed to a supplier
increases motivation to exert control of joint assets and resources. As such, the monitoring and influencing of
board directors and managers is perhaps interpretable as an attempt to support and advance the cooperative
mission. Cooperatives with poor member involvement and poor member participation may examine if their
members have individual motivations which do not correspond to the cooperative mission (e.g. Nilsson et
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Table 7. Direct, indirect, and total effects by interrelationship.

Hypothesized relationship Direct effect Indirect effect Total effect

Satisfaction — Long-term commitment 0.585 0.585
Trust — Long-term commitment 0.986 0.986
Participation — Long-term commitment -0.016 -0.016
Mission support — Long-term commitment 0.710 0.710
Organic lifestyle — Long-term commitment 0.153 0.153
Trust —  Trust 1.094 1.094
Participation —  Trust -0.141 -0.154 -0.294
Mission support — Trust 0.747 0.347 1.094
Organic lifestyle — Trust 0.236 0.236
Trust — Participation -1.082 1.184 0.103
Participation — Participation -0.014 -0.014
Mission support — Participation 1.596 0.054 1.650
Organic lifestyle — Participation 0.355 0.355
Trust — Satisfaction 0.794 0.890 1.684
Participation — Satisfaction 0.209 -0.237 -0.028
Mission support — Satisfaction 1.213 1.213
Organic lifestyle — Satisfaction 0.261 0.261
Trust —  Mission support 0.708 0.775 1.483
Participation —  Mission support -0.208 -0.208
Mission support — Mission support 0.775 0.775
Organic lifestyle — Mission support 0.215 0.167 0.382

al.,2012). With an honest assessment, cooperatives may then choose to either facilitate a superior alignment
of individual and joint objectives, or to adjust the way member control is assigned and exerted.

While defined differently, the estimated model corroborates prior findings by Borgen (2001) and Barraud-
Didier et al. (2012) regarding the positive relationship of cooperative mission support to trust (total effect =
1.094) and trust to cooperative mission support (total effect = 0.708), respectively. The result implies members
who support the cooperative mission have greater trust in board directors and managers. Because of the
beliefin collective action, such members may not perceive discrepancies in the utility functions of members,
board directors, and managers. Vice versa, trust earned by board directors and managers by representing
member interests in turn reinforces the support of the cooperative mission. With respect to large cooperatives
facing heterogeneous member attitudes and perspectives, the structural equation model suggests it might be
important to facilitate trust in cooperative leaders and representatives to inform solutions to weak support
of the cooperative mission. Transparency and communication may help.

Contrary to Nilsson et al. (2009) and Osterberg and Nilsson (2009), the relationship of participation to trust
is observed to be negative (total effect =-0.294). The result is not open to easy interpretation. Members who
participate in the governance of the cooperative by means of voting and monitoring are perhaps characterized
by motivations which do not correspond to the observed or perceived objectives of the board directors and
managers. Among the survey respondents, the governance participants may not have been satisfied with
recent decisions by board directors and managers. Vice versa, the relationship of trust to participation is
more ambiguous (direct effect = -1.082, indirect effect = 1.184). According to the direct effect, members
who have more trust in board directors and managers are less compelled to exert control as the interests of
the principals and agents are not perceived to be different. As control is held by all members, these members
free ride on the participation of other members.
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The direct effect of participation on satisfaction is positive (0.209), which relates to the findings by Arcas-
Lario et al. (2014). Of course, by participating in the governance of the cooperative, members have greater
influence on the outcome of decisions by board directors and managers and thus reduce the potential for
agency problems. Such decisions may relate to board director elections, membership access policies, mergers,
equity retirements, or any other proposal from board directors and managers. Assuming rationality, members
will vote on such decisions to improve their utility. Yet participation itself, regardless of the outcome of
decisions, may also improve utility if voting and monitoring are perceived as good member behavior.
Regardless of the motivation, the result implies participation in the governance of the cooperative should be
encouraged. Cooperatives may identify the various obstacles to participation, such as knowledge, technology,
transportation, or general exclusiveness to help facilitate member control.

Corresponding to the empirical work of Hansen et al. (2002) and Arcas-Lario et al. (2014), trust is related
significantly to satisfaction (total effect = 1.684). In fact, the total effect is the largest in magnitude among all
the interrelationships between attitudes and perceptions. Trust is facilitated when leaders and representatives
appear to work on behalf of the members. If so, decisions will likely have a positive impact on member utility,
which is indicated by member satisfaction. Cooperatives are thus encouraged to inspire trust by minimizing
the actual or perceived divergence of principal-agent interests by means of contracting and communicating.
As owners of the organization, members have a right to be informed regarding the deployment of joint
assets and resources.

Finally, as concluded previously by Hernandez-Espallardo et al. (2012) and Arcas-Lario et al. (2014),
satisfaction is a strong indicator of long-term commitment in terms of future membership (total effect =
0.584). In addition to the analysis of financial ratios, the result implies satisfaction should be considered a
strong indicator of cooperative performance. Improving member satisfaction may also alleviate the tension
between the desire to patronize and the obligation to capitalize the cooperative (Grashuis and Cook, 2017;
Puusa et al., 2016).

5.1 Weaknesses and limitations

The empirical study has several weaknesses and limitations. First, the findings are not generalizable to all
farmer cooperatives. The sample is derived from a marketing cooperative with an orientation toward organic
production. However, almost all the results correspond to earlier findings in the literature, suggesting the
modeled interrelationships may exist across the population of marketing cooperatives. Second, the latent factor
participation is informed by binary variables as opposed to continuous or ordinal variables with a greater
capacity to indicate variability. According to the confirmatory factor analysis, the factor is characterized by
the lowest Cronbach’s alpha coefficient and two of the weakest path loadings in the measurement model.
Its relatively poor internal consistency is perhaps also attributable to the specific character of the survey
questions (e.g. ‘In the past year, [ have served on a committee.”). A superior conceptualization of the factor
may allow further improvements in model fitness. Third, the structural equation model is estimated with
cross-sectional data which neglects the dynamic relationship of member attitudes and perceptions. Particularly
the reciprocal relationships of trust and cooperative mission support and trust and participation are likely
better approached with longitudinal data. The static nature of the model implies caution is warranted when
interpreting the estimated relationships. Fourth, the observed factor of long-term commitment is informed by
one Likert statement (‘I am likely to remain a member in the near future’). While the answer provides a static
interpretation, long-term commitment is a dynamic concept which is ideally measured with time-series data.

5.2 Future research

There exist various directions in which future research may progress. However, arguably the most urgent
matter is the relationship of member heterogeneity to the long-term viability of farmer cooperatives. There
are several questions which warrant attention. For example, at which point do the positives of organizational
size no longer exceed the negatives of member heterogeneity? With increased heterogeneity in member

International Food and Agribusiness Management Review

260



${ protocol} ://www.wageni ngenacademic.com/doi/pdf/10.22434/| FAMR2018.0101 - Wednesday, March 13, 2019 11:25:06 AM - University of Minnesota- Twin Cities |P Address:134.84.17.33

Grashuis and Cook Volume 22, Issue 2, 2019

attitudes and perceptions, can farmer cooperatives resist the temptation of conversion to another ownership
structure which facilitates the pursuit of more homogeneous cost or profit objectives? Exactly what is the
cost associated with increased heterogeneity in the various attitudes and perceptions of members? Are
there hybrid configurations of ownership and governance characteristics which may ameliorate such costs?
Answers to such questions may help inform the survival and viability of an organizational form with a long
and successful history in the farm production sector.
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