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UNDERSTANDING THE COOPERATrVE MEMBER

William E. Black
Texas A&M University

Currently, active patrons of agricultural
cooperatives are third-generation members.
Many of today's cooperatives were formed by
farmers who are now retired from agriculture
or deceased.

What is a cooperative member keeps
changing. Today's member differs from the
early founders. Patronage is not automatic
and is less likely to be learned out of loyalty.
This paper looks at today's agricultural
cooperative member and is divided into five
sections:

1. Characteristics of today's cooperative
member;

2. His attitudes and opinions;

3. His needs;

4. Member-board chairman comparison; and

5. Cooperative leadership

Characteristics of Today's
Cooperative Member

Member diversity is greater today than
at any time in the history of agricultural
cooperatives in the United States.

In a study conducted among Texas agri-
cultural cooperative members, one-third were
less than 48 years of age; one-third were 48

to 62 years of age; and one-third were 63
years of age and over. Their diversity
becomes clear when we compare age to
members' education. Younger ones had more
formal education (table 1).

While approximately one-third of the
members were members of cooperatives for
under 15 years, one-third were members from
15 to 29 years, and one-third were 30 years
or longer. Of course, the duration of
membership was related to age of member
(table 2).

On the average, members did three-
quarters of their business with their coopera-
tives. Approximately one-third did less than
60 percent of their business with their
cooperative, one-third did 60 to 90 percent,
and one-third did 91 to 100 percent of their
business with cooperatives. Older members
did a higher percentage of their business with
cooperatives than younger members.

Farm Size

The average Texas agricultural coopera-
tive member farmed 1,148 acres, compared
with the 710 acres owned or leased by the
average Texas farmer and rancher. Coopera-
tive member's farms were 62 percent bigger.
However, less than one-third of Texas farmers

Table 1. Relationship of Education to Age of Cooperative Member, Texas, 1984

Education

Under 12 Years
12 Years
1 to 3 Years, College
4 Years College, Thru Ph.D

Total

Age 
Under 48 48-62 63 & over All Members
 Percent 

2
20
27
51

100

14 43
39 18
23 18
24 21

100 100

20
25
23
32

100
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Table 2. Relationship of Membership Duration to Age of Member, Texas, 1984

Education

Age

Under 48 48-62 63 & over All Members

1 to 14 Years
15 to 29 Years
30 Years and Over

68
32

Total 100

16
42
42

Percent

8
27
65

31
33
36

100 100 100

with more than 2,600 acres, were members of
either marketing or farm supply cooperatives.
Nearly half of these farmers had proprietary
interest in an agriculturally-related business
as a regular corporation, partnership or sole
proprietor.

The land tenure pattern of cooperative
members was similar to the average for all
farmers in the State with 35 percent farming
only owned land, 47 percent part-owners, and
18 percent tenants.

Gross Sales

The average cooperative member in
Texas had gross farm sales about four times
that of the average Texas farmers (table 3).
The reason for this is that a majority of
small farmers are not members of coopera-
tives. In Texas, they generally live east of
Interstate 35 where there are very few
cooperatives. These are generally weekend
farmers who regularly work in Houston,

Beaumont, Shreveport, or Dallas. Note that
large farmers tend not to belong to coopera-
tives and small farmers tend not to belong.
If agriculture is moving toward a bimodal

distribution, today's cooperatives are in trou-
ble.

About one-third of Texas cooperative
members had gross sales more than $100,000
and one-third had less than $20,000 gross
sales. Cooperative members with annual
sales below $20,000 were generally older with
less formal education. Larger farmer
members were younger with more formal
education (table 4, table 5).

Older members generally have the following
characteristics:

• Having high school education or less;

• Being son of a farmer who helped found
the cooperative;

• Smaller farm than younger member, but
most of land is owned;

Table 3. Distribution of Gross Farm Sales for Texas Farmers
and Cooperative Members, Texas, 1985

Percent of Texas Percent of
Gross Farm Sales Farmers and Ranchers Cooperative Members

(Dollars)

Less than 4,999
5,000 to 9,999
10,000 to 19,999
20,000 to 39,999
40,000 to 99,999
100,000 to 199,999
200,000 to 499,999
500,000 to More

50
15
11
8
8
4
3
1

Percent

10
7
13
17
20
17
12
4
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Table 4. Relationship of Gross Sales to Member's
Age, Texas, 1984

Gross Farm Sales ($)
Age Under 20,000 100,000 or More

Less than 48
48 to 62
Over 62

20
32
48

Total 100

Percent

44
41
15

100

Table 5. Relationship of Gross Sales to Member's Education,
Texas, 1984

Education
Gross Farm Sales ($)

Under 20,000 100,000 or More

Under 12 Years
12 Years
1 to 3 Years, College
4 Years, College, Thru Ph.D.

Total

36
20
20
24

Percent

6
26
27
42

100 100

• Very loyal to cooperative — purchase a
higher share of inputs from the cooperative
than the average member;

• Willing to serve on the board, cooperative
committees and other affairs;

• Generally opposed to compulsory board
rotation and compulsory retirement age;
and

• Generally have had more experience as
board office or cooperative committeeman.

Younger cooperative members can be charac-
terized as follows:

• More years in college;

• Being the grandson or great grandson of
founder;

• Bigger farm operation but rents most of
land;

• Less loyal than older members — more
inclined to deal on a buy and sell basis at
posted price;

• View the cooperative as an alternative —
not the alternative;

• Less willing to train members to serve on
the board and to communicate with
members than older members;

• Less willing to serve on the cooperative
committees and otherwise work for the
cooperative;

• Supports compulsory board rotation by
both limiting the consecutive years of ser-
vice and compulsory retirement age; and

• Better understanding of business prac-
tices, including financial statements,
budgets and long-range planning.

His Attitudes and Opinions

Member's attitudes and opinions about
their cooperatives are ever changing. How
they feel today is important to the farmers,
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the cooperative community and competitive
businesses.

Ownership and Control

The average cooperative member feels
that he is part-owner of his cooperative and
that the cooperative is controlled by
members. He is generally satisfied with the
amount of influence he has on his coopera-
tive.

Finance

But, they also feel that their cooperative
is inadequately financed by members. The
average member is not prepared to put up
more money for his cooperative. He feels
needed equity should be earned by the
cooperative.

Members favor retirement of equity capi-
tal on a specified schedule, rather than spe-
cial redemption (on retirement, death or
when member reaches a certain age).

The role or positioning of permanent
capital (unallocated reserves) is either misun-
derstood by members or they have been
misled on the idea. Most say they are for
unallocated reserves. But, members feel
equally strong about scheduled equity
redemption, which conflicts with the idea of
permanent capital. The danger of permanent
capital lies in loss of member control to
management control.

Membership and Patronage

There is a stronger feeling among Texas
farmers toward group action, toward
cooperation, than there is for cooperative
patronage. Ninety-three percent feel farmers
ought to stick together to get things done.
However, only 53 percent agreed that farmers
have an obligation to patronize their coopera-
tive.

Members assigned a lower level of obli-
gation to locals patronizing their regionals.
Only 5 percent felt that local grain coopera-
tives should turn over all their grain to
regional cooperatives, and only 19 percent
felt that the local should buy supplies from
the regional, even if it is not the cheapest.

Ironically,. members feel that marketing
cooperatives can be more effective if produc-
ers have a marketing agreement with them.
Yet, Texas farmers and ranchers have signed
marketing agreements with only 6 out of 428
agricultural cooperatives in the state of
Texas in 1985-86. Apparently the Land
Grant University system has taught Texas
farmers and ranchers more about cooperative
commitment than they are willing to prac-
tice. This lack of acceptance of commitment
is a very serious problem for cooperatives and
their members.

Generally, cooperative members are
unaware that larger farmers are dropping out
of cooperative membership. Less than one in
10 members were aware of this fact — nor
were they aware of their cooperative's pro-
gram to win them back. Most cooperatives
have no program for winning back the
departed larger member. Some progress has
been made. While only 9 percent of Texas
cooperatives had a differential pricing policy
in 1980, it was 36 percent in early 1985.

Benefits

When Texas cooperative members were
asked to rank the benefits they received from
their cooperatives, they ranked as follows:

1. Service;

2. Price;

3. Patronage refund;

4. Technical assistance to farm operator;

5. Credit; and

6. Redemption of older equity stock.

Members usually perceive their coopera-
tive as an honest place to deal. Most
members agree that "marketing cooperatives
are beneficial even though they return no
patronage refund because of honest weight,
grade and assurance of payment."

While service was viewed as the prime
benefit from the cooperative, only 43 percent
of the cooperatives added new services in the
last 5 years. The top 10 new services desired
by cooperative members, listed in order of
frequency, were:
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1. Better marketing services, including
computerized and pool marketing;

2. Larger inventories;

3. Increased technical assistance, including
farm management consulting, insect con-
trol, fertilizer recommendations, etc.;

4. Increased market information;

5. Forward contracting opportunities;

6. Sale and repair of tires;

7. Better seed and seed cleaning;

8. Fuel, especially diesel with key pumps;

9. Discounted prices; and

10. Equipment parts.

The services that Texas cooperative
members would like to get from regional
cooperatives primarily center around
improved marketing services and systems.
This was followed by more market informa-
tion, more patronage refunds, higher quality
supplies, better management for the local
cooperative, and providing a newsletter.

Today's farmers and ranchers have
several possible sources of technical assistance
to which they can turn. In a survey,
cooperative members were asked which
source of technical assistance they favored
the most. The results were as follows:

1. Agricultural Extension Service;

2. Local cooperative;

3. Private consultants;

4. Regional cooperatives; and

5. Proprietary suppliers.

Credit

Three out of four members in Texas
favored allowing their cooperative to give
credit to members. Younger members viewed
credit more favorably than older members.
However, 95 percent of the members favored
charging interest on overdue accounts. While
the cooperative staff collected past due
accounts, 60 percent of members favored
employing professionals to collect past due
accounts. Cooperative members support very
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strong procedures for collecting delinquent
accounts.

Structure

Members generally feel that the number
of cooperatives in their community is about
right. They do not believe they are getting
too big. While their cooperatives are
different from other businesses, they should
and do act like any other business.

Members are more willing to accept
merger of cooperatives than either the board
of directors or the manager.

Pricing and Competition

While most cooperatives charge the
same price per unit for supplies, members
favor a differential pricing policy. They
strongly favor a lower price per unit for
accepting direct shipments from regionals
(table 6).

Unfortunately, the cost accounting data
to establish workable differential pric-

ing policies is not available to most coopera-
tives. But, the need for moving toward such
policies is strong. This is enforced by the
fact that 28 percent of the members said they
had been approached by proprietary suppliers
to accept direct shipments of inputs at
discounted prices. Larger farmers are most
often approached.

Cooperative members favor moving from
the same price per unit policy to same mar-
gin per unit for various size purchases.

Texas cooperative members are not sure
that cooperatives are winning the
cooperative-corporate battle. But, two out of
three members agree that competition among
cooperatives is good for the farmer-members.
The strong spirit of inter-cooperative com-
petition retards mergers of cooperatives.

His Needs

Today's agricultural cooperative
member's needs are becoming more sophisti-
cated and differs from his needs of the past.
He is interested in:

1. Better marketing services, including
computerized and pooled marketing. He



Table 6. Pricing Policy Favored by Cooperative Members, Texas, 1984

Policy
All Small Farm Large Farm

Members Members Members

Lower price per unit for
larger volume purchases

Same price per unit

Total

Lower price per unit for
accepting direct shipment
from regional

Sample price per unit

Total 100

53

47

100

Percent

43 57

57 43

100 100

76 72 73

24 28 27

100 100

also is interested in forward contracting
opportunities.

2. Technical assistance, including farm
management consulting, insect control,
fertilizer and biotechnical services.

3. More complete market information.

4. Differential pricing including marketing
premiums.

5. Integration-conversion to marketing pro-
ducts instead of commodities.

6. Access to credit, but with strict collec-
tion policy.

7. Increasing his chances to serve on the
board of directions. He is willing to
limit term of office of board member and
supports compulsory retirement. Also he
supports having an associate board for
training potential new board members.

8. Membership participation in the affairs
of the cooperative. They favor members
not on the board serving on the -
cooperative's committees.

9. Merger of cooperatives to continue ser-
vices and protect value of equity.

10. Education by the cooperative. The aver-
age cooperative member is capable of
understanding facts about the coopera-

tive and related agricultural subjects
when they are furnished.

Member-Board Chairman Comparison

A study was made of Texas agricultural
cooperative members in 1984 and of chairmen
of boards of directors of these same coopera-
tives in 1085. A brief comparison is instruc-
tive (table 7).

Generally cooperative board chairmen
and other officers own and farm more land
than the average cooperative member. They
also have much larger annual gross farm pro-
duct sales.

The average cooperative member is more
progressive in: 1) limiting consecutive years
of board service, 2) compulsory retirement of
board members, 3) prospective board member
training through an associate board, and 4)
non-board members serving on the
cooperative's committees.

Cooperative Leadership

One cannot study cooperative boards
and their operations without questioning
their leadership. The great captains of the
cooperative industry are not around any
more. This may be because members and
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Table 7. Comparison of Average Texas Cooperative Member With Average
Board Chairman, 1985

Element
Average Average
Member Board

Chairman

Age 55 54
Education 1 Year of College Completed High School
Membership:
Number of Cooperatives 2.6 3.0
Number of Years 19 21

Percent of business with
Cooperative 75 87

Acres in Farm 1,148 1,836
Owned Acres 536 (47%) 736 (40%)
Leased Acres 612 (53%) 1,100 (60%)

Cropland Acres Per Farm 825 1,423
Farmed Both Owned and
Leased Land 47% 75%

Gross Sales Per Farm
(Dollars)

Less than 20,000 30% 5%
20,000 to 39,999 17% 5%
40,000 to 99,999 20% 18%
100,000 to 199,999 17% 27%
200,000 to 499,999 12% 32%
500,000 or More 4% 13%

Total 100% 100%

Favor Limiting Consecutive
Years of Board Service 70% 39%

Favor Compulsory Retirement
Age 46% 42%

Retirement at What Age (Years 65 65
Support an Associate Board 60% 46%
Years to Serve on Associate

Board (Years) 2 1
Approve Non-board Members

Serving on Cooperative
Committees 81% 71%
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other followers of cooperatives do not create
leaders any more. What leadership we have
in cooperatives seems to center on Chief Exe-
cutive Officers (CEO's) rather than the board
chairman. At least, any inventory of
cooperative leaders seems to be heavily
loaded with CEO's.

That is not where cooperative leadership
should be. How do you bring leadership back
into the board and, especially, the chairman
of the board? How do you get leadership out
of the owner-patron? How do you put power
in the boardroom?

It is said that you will be tomorrow
where your thoughts are today. By that rea-
soning, our cooperatives face a brighter
future. The chairman's thoughts and atti-
tudes are ahead of the cooperative's actual
performance (table 8). Members are even
more progressive than board chairmen. The
chairman's thoughts lead the cooperative's
performance two or threefold. It is the mag-
nitude of this lag that is astounding.

If the lag between chairman's thoughts
and attitudes and the cooperative's perfor-
mance were closed, true cooperative leader-
ship may emerge from the membership.

What does it take to close the gap?

1. Board chairmen must be knowledgeable.
While a member's attention centers on
farming, discharging the cooperative's pol-
icy responsibilities calls on skills and
talents other than those usually used in
farming. Any member elected to the
board must be aware of the skills and
practice required of them before sitting on
the board. The board chairman must be
especially trained.

2. It is not enough to train the board chair-
man. All board members must be
knowledgeable. Any action requires
majority vote within the board. Progress
requires a majority vote.

3. There is always a lag between what one
knows that what one does. Progress
takes time.

4. Frequent training must be undertaken.
But, this must be in-depth training that
looks comprehensively at the cooperative's
essential business elements. Progress
springs from training.

5. Effective board chairmen must have the
fortitude to fight for what is right for the

Table 8. Comparison of Chairmen's Attitudes and Actual
Situations in Cooperative Operations and Policies and Practices,
Texas, 1985

Chairman Actual
Policies or Practices Approval Situation

Non-Board Members Should Serve
on Cooperative Committees 71 21

Have Associate Board of Directions 46 14

Equity Stock Revolved Out in
Reasonable Period 81 76

Have Long-Range Plan 58 15

Provide Educational Programs for
Members 80 29

Members Should Know Decision of
Board 91 38

Have Board Policy Handbook 56 18
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cooperative and the members. Fortitude
is more the product of support from the
remainder of the board and the member-
ship than it is of the personality of the
chairman. There is strength in members.
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