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NZ co-ops shine in study

 Alan J Robb
Two New Zealand companies feature in 12 case studies showing how co-operatives improve the viability of farmers, growers and producers.  They are Farmlands Trading Society and MG Marketing.

The case studies have been published by the Scottish Agricultural Society in a report entitled ‘Farmers Co-operating Worldwide’.  It can be accessed on www.saos.co.uk. 

Several of the cases show how co-operatives have developed power in the market for their farmer members.  In some cases they have managed, over time, to establish recognised national and global brands such as Sunkist, Campina and Danish Bacon.  In others, such as KG Fruits and Metsaliitto, the products which they market or process for their members are not necessarily branded with their own label, but the co-operative adds value by meeting the demands of business partners further down the supply-chain.
Other examples show how farmers can come together to procure services or supplies at better rates than they could on their own.  Farmlands exemplifies this.

Many of the cases demonstrate how partnership relationships with other companies in the supply-chain can be beneficial to farmer co-operatives.  MG Marketing and Dole, KG Fruits and Alconeras, and Sunkist and Natural Growers are three examples of a co-op partnering with an investor-owned firm.

The case studies show how successful co-operatives can grow steadily over time.  Some have been established for over 100 years.  Sunkist (USA) commenced in 1893, Danish Crown (Denmark) in 1887.  In most cases, members come from a single country but others now take on members from outside their host country.
The largest co-operative is Metsaliitto of Finland with 128,000 private forest owners.  Its size has not prevented its members from exercising control.  In 1990 members became dissatisfied with the performance of the managing director and the executive-led board.  Members took full control of the board and appointed a new managing director.  The member-directors formulated a new internationally-oriented strategy and established a secondary board of representatives to oversee its implementation.

The smallest co-operative is Hashoj Biogas (Denmark) with only 19 members.  It has come up with an innovative solution to reduce the cost of increasingly demanding environmental legislation.  It operates a co-operatively-owned biogas and power plant which takes the slurry from the 19 dairy farmers.  It produces sufficient electricity and heat for 400 households.  By supplying the plant, the farmers reduce slurry transportation costs and storage requirements and are also able to use the digested slurry as fertiliser on their own land.

The initial investment in Hashoj Biogas amounted to DKK22 million, the majority of which financed the plant’s construction.  Some 25% of this investment was met from a government grant, with the remainder provided by farmer-members and borrowed funds.  The co-operative earned DKK4.9 million in sales and DKK2.3 million net income in 2000, considerably in excess of its break-even targets.  Members do not currently receive a dividend from the plant, as surpluses are retained in the business to repay its initial borrowings.  Independent analysis has shown that the farmers gain considerable on-farm advantages as a result of improved nutrient utilisation and cost savings from their participation in the co-operative.

Limagrain is a French-based seed co-operative with 600 members, over 5,200 staff and a network of over 100 subsidiaries in 20 countries.  During the 1990s the group moved into the industrial baking sector, illustrating that successful co-operatives continually reinvent themselves to protect members’ wealth.  
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