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‘ Abstract There was a net decline of 52 U.S. dairy cooperatives between 1992 ard 2000. Eighty-
for cooperatives want ot of existence via dissolution, merger, acguisition, ar by
reducing dairy to a minar share in their operatians. During this sare pericd, 32 new
dairy cooperatives were famed, either by new groups of producers ar by onsolidation
of existing cocperatives. Structure of the dairy cooperatives sectar headed in two
divergent directions. Sare cooperatives becare more vertically integrated (engeging
in further menufacturing and processing, dif ferentiating their prodacts and strergthen -
ing ties in the merketing cain) . In catyast, others fooused their gperatians an bargain -
ig aily.

Key Words: Cogperatives, milk marketing, milk, struochre, vertical integration.
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Preface

Infamation for this repart came primerily from data oollected fraom armval surveys of
U.S. dairy cooperatives conducted by the Rural Business-Cooperative Service (RBS).
Supplemental information came from industry literature-megazines, newspspers,
rewsletters, ard web-sites--and industry experts. A cocperative was cansidered a
dairy cogperative if 50 percert or more of its total sales care from the sale of milk ad
dairy products. Thus, same cooperatives that hendled milk for their members, but had
grester activity in other enterprises such as suplies ar feed, were ot included in this
study .

Dairy cocperatives’ size categaries at the begiming of the period were determined by
an RBS survey of U.S. dairy cooperatives condicted in 1993 for 1992 milk volures.
Likewise, the size categaries far the erd of the pericd were based an a 1998 survey
for 1997 data. However, for cooperatives farmed after 1997, their wilk volures were

Sare of the dates that coogperatives went out of husiness were unavailable. The date
of exit was then based an the available infametion. In additio, financial infamation
a the exiting dairy cooperatives was inooplete. However, the infanmtion available
gives a glinpse of sare cooperatives’ firancial coxditions at the tire of their exit.
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Highlights

Structural adjustment between 1992 and 2000 shows U.S. dairy cocperatives diverg-
ing in the way they represent menbers in the marketplace. Same cocperatives
becane more vertically integrated (engaging in further wanufacturing and processing,
af ferentiating their products and stragthenirg ties in the merketing dain) . In axtrest,
others focused their gperatians solely an bargaining for milk prices and negotiating
terms of trade for menbers’ raw milk.

Bargaining cooperatives, the least vertically integrated, increased their share of total
cogperative runbers and showed a relatively low rate of net decline. (n the other
hard, many diversified cocperatives became part of newly merged entities. These
new, lanpe diversified cocperatives were more vertically coordinated then the other
qperating types of dairy cooperatives. Same of the diversified cooperatives had nation-
al reach, aving attained both horizotal and vertical integrarion.

Between 1992 and 2000, 84 of the Nation's dairy cooperatives went ait of existence,
tlrough dissalukion (36), merger with ancther dairy aocperative (36), acquisition by
another dairy firm (8), ar by redxing dairy to a minor share in cogperative operations
(4) . During this same pericd, 32 new dairy cooperatives were famed, either by new
graps of prodacers (26) or by amsolidation of exdsting cogperatives (6) . Thus, 52
dairy cooperatives in the United States disappeared between 1992 and 2000. More
exits coanrred durdng the earlier part of the 9-year pericd, while entries were mare fre-
gat dring the latter part.

In 1992, 34 States cntained ane or more dairy cooperative headquarters. By 2000, 28
States had lost ae ar more dairy cogperatives while just 12 States gained newly
fammed dairy cooperatives, leaving 29 States with dairy cocperative headquarters. All
regicns showed a net loss in murber of cocperatives headquartered in their area.

There was a net decline of 22 bargaining dairy cocperatives. The rumber of merufac-
turing/processing dairy cocperatives stmrk by a ret of 30 cooperatives, more than
twice the rate of bargaining cogperatives.

The distribution of dairy cogperatives acoording to size in 2000 was similar to 1992.
However, smll cogperatives--with the lowest rate of declire of the three size grops--
increased their representation of total cooperative runbers.

Cooperatives that dissolved were most likely to be asll, bargaining cooperatives that
went att of business by the erd of 19%. In antrast, ae-half of the cooperatives that
exited by merging into arcther cocperative were medium- or large-sized marufactur -
irg-processing cocperatives. Half of the cooperative mergers tock place in the last 3

years of the 9-year pericd.

Nxe of the six new cooperatives farmed by a merger of existing dairy cooperatives
was gmall. They were evenly split between the bargaining and manufacturing-process -
irg types. In contrast, those formed by new groups of producers were predominately
amall, bargaining cogperatives, and formed after 1996.



Structural Change in the Dairy
Cooperative Sector, 1992-2000

Carolyn Liebrand
Agricultural Ecanomist

Introduction

As the 20th cenbary drew to a close, the dairy
industry continued to adapt to dynamic market oondi -
tims. There were advances in production techmology,
both an the farm axd in the milk plant, cmsolidation
ard growth of retail food dhains, vertical and hordzon -
tal integration in milk merufacturing/processirg sec-
tars, denges in trade rules amd practices, danges in
Government programs, and unprecedented swings in
the price of rawmilk (Fig. 1).

Mgriculture and agribusiness are characterized by
inreasing size and productivity of production units
ad reduction in the marber of productian plants.
Likewise, total milk productian has contined to grow
far the past quarter century despite declining milk cow
and dairy farm munbers (fig.2). Dairy cocperatives
have followed a similar patterm—{fewer cocperatives
hardling a larger milk volure (fig.3).

The waning years of the past century and the
opening of the new century saw a wave of rapid con-
solidation in the dairy sector. For exanple, Suiza
Foods Corporation entered the dairy sectar at the exd
of 1993, became a publicly-traded stock firm in 1996,
ard by 2000 had acquired 39 dairy firms, becaning the
lrgest U.S. mamufacturer and distribator of dairy
products (Dairy Foods Online, Suiza Foods
Corporation) .

Simultanecusly, the top for grocery retailes’
market sharercee from 16 percat of food retzil sales in
1992 to 29 percat in 1998. Mest of this growth occurred
after 19%. The 20 largest retailers’ merket dare, 37 per-
aat in 1932, reached 51 percat in 1999. This amsalida -
tim has had significant impact an grocery supliers

such as wholesalers, manufacturers, ad farmers—all of
which arerepresented in the dairy cooperative sector
(Kaufman) .

To adapt to these changes, dairy cogperatives
have also amnsolidated. In 1998, four mejor dairy coop-
eratives canbined to create a new cocperative, Dairy
Farmers of America (DFA). DFA is ratiawl in soope,
having 19,500 dairy producers spread acrcas 45 States.
Around the same time, Iand O'lLakes, based in
Minnesota, merged with dairy cogperatives on East
and West coasts and it too became natiawide. This
report. examines the changes in the U.S. dairy coopera-
tive sectar, axd describes the structural charges that
have cccurred in the closing years of the 20th cetu-
ry—-1992-2000.

Overview

Owerall, there were 52 fewer dairy cooperatives
in 2000 than in 1992. However, a clceer lak reveals
that 84 cooperatives went aut of existence (by either
digsolving, merging with ancther cocperative, being
acuired by another dairy firm, ar by redxing dairy to
a minor share of their gperations) . New producer
groups and mergers of existing cooperatives created 32
new cooperatives between 1992 and 2000 (table 1 ard
appendix tables 1 and 2). The largest net declires in
dairy cooperative murbers occurred in 1993-95, ard 56
hed exited by the end of 1996. In 1997 and 2000, mare
new cocperatives farmed than went out of exdistence,
the eanly 2 years where the mnber of entries exceeded
exits. Ad, 22 of the 32 new cooperatives were formed
after 199%.

Coincidentally, 36 cogperatives dissolved--leav -
ing no successar arganization—while 36 merged with
other dairy cogperatives (table 2) . Twenty-six of these



fgue 1-Minnesota-Wiscansin (MA) basic formula prices and support price, 1978-99 (M-W to May 1995; BFP
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Table 1-Change in cooperative numbers since 1992.

Percent. of
1992 Exits Frtries Net change 1992 2000
o) Mo.) . ) o.) (%) e,
Cooperatives 265 84 32 -52 -196 213
Bdts Eriries Net change
®No.) o) a0.)
Yesr of exit ar entyy:
1992 8 3 5
1793 13 2 -11
1994 11 1 -10
1995 17 2 -15
1996 2 5
1997 3 8 5
1998 12 7 5
1299 11 3 8
2000 2 4 2
84 32 -52

Table 2-What happened to the 84 cooperatives
exiting between 1992 and 2000?

Number Percent. -

Action
Merged 1nro another dalry cooperative 36 42.9
Aoquired loy an arvestor-owned dairy firm 8 9.5
Reduced dairy’s role to mincr share of
cperatins 4 4.8
Dissolved ar ot of cperatin 36 42.9
Tetal, &ll denry aocperative exats 84 100.0

Total ray not add dee to roxding.

merged and eventually became part of six new cocper -
atives. Ten combined with an ongoing cooperative.
Cambinations occurred for various reasms--to take
advantage of ecaxmies of scale; to better enfigure
ard use a systam of menufacturing plants; to reduce
operating overhesd; to foster marketing cloxt; amd to
secure milk supplies. Overlapping milk pickup routes
were often eliminated. Coogperative mergers reflected
the pace of cnsalidation in the retail ssdxxr. Te
merged cocperatives were better able to sugply their
custarers’ larger volume and product requirements.
Eight of the exiting cooperatives were acquired
by investar -owned dairy firms (IOF) . Four coopera-

tives moved the focus of their operatians away from
the dairy business to other farm business such as feed
ar supplies to the point where Gairy sales acoomted
for less then 50 peroat of their total iroore.

New graps of producers created 26 of the 32
new cocperatives organized between 1992 and 2000
(table 3). (Six new cocperatives were formed by ocon-
solidation of existing dairy cogperatives.) Same of
these 26 new cooperatives were started to add valwe to
their members’ milk by making products for market
niches. Others may have been formed when dissatis-
fied menbers split from exdsting cooperatives. Same of

Table 3-Origin of dairy cooperatives formed between
1992 and 2000.

Number Percent

Source:

Merger of exdisting cocperatives 6 18.7

New group of producers 26 81.3
Total, all new dairy cooperatives 32 100.0




this dissatisfaction was disagreement with a vote to
merge. A few were successars to cooperatives that had
gxe ar of bhusiness far a time.

Location of Headquarters

By region — Lodking at 9 years of charges, the
mumber of cooperatives headquartered in each region
ceclined (see wep ard table 4) . The distribation of
cocperative headquarters among the regions did mot
change substantially.

The East North Central and West North Central
regicns had the largest net declines in dairy cocpera-
tives (14 ard 18, regspectively), while the Sauth Gentral
Ied a ret loss of just 1. The South Atlantic region’s losg
of six dairy aogperatives represeanted a declire of 50
peraat fram 1992, the largest percentage decrease of
ary region. Caversely, although the North Atlantic
was fairly active campared with other regiaws, its ret
loss of seven cocperatives was far below the other
egins an a percentage basis (7.4 peroat) . Bs a readlt,
the region increased its stare of the Natian's dairy
cogperatives by nearly 6 percentage points, the anly
regicn to show an increass.

By State— In 1992, 34 States had ae or mare
dairy cooperatives headquartered within their bound-
aries (appendix table 3). By 2000, 28 States hed lost ae
or more dairy cogperatives while 12 cthers gained new
dairy cogperatives, leaving 29 States with dairy coop-
erative headquarters.

New Mexico was the anly state to gain new dairy
cooperatives (3) where nane had previously existed.
Texas was the anly other State to show an increase.
Conversely, six States ro lager held any dairy cooper-
ative headquarters (Colarado, Indiama, Louisiana,
Mississippi, Tkah, and West Viginia).

Overall, there was ro change in the rarkings of
the top six States in terms of murber of dairy coopera -
tive headquarters--New York, Mimesota, Wisaxsin,
Permsylvania, Califamia, and Iowa (in that arder) had
the most dairy cooperative headquarters both in 1992
ard in 2000.

Characteristics of Dairy Cooperatives

Dairy cocperatives can be broadly grouped into
two categories— manufacturing-processing and bar -
gaining. Menufacturing-processing cooperatives
attenpt to enhence their bargaining positiom ard to
add value to their members’ milk by processing ar
marufacturing a partion of their raw milk into a vari -
ety of dairy products. Manufacturing-processing coop-
erativeg herdle the hulk of the milk (75.9 percet of

total milk hardled by cogperatives in 1997) ard
acoart for 93.9 percent of the assets used by dairy
cooperatives (apperdix table 4) .

Bargaining cooperatives negotiate prices and
temms of trade for members’ raw milk but do not gper-
ate plants (although sare may operate receivirng sta-
tions) . They use just 6.1 percent of all dairy cogpera-
tive assets to market menbers’ milk. Bargaining
oogperatives are the most numercus of U.S. dairy
cooperatives.

Adjustment by type— In addition to the 48 exits
ard 21 entries of bargaining cocperatives, 5 coopera-
tives oeased to operate marufacturing plants and
focused solely an bargaining and member services
(table 5). Ths, there was a net decline of 22 bargaining
cocperatives between 1992 and 2000.

Manufacturing/processing cooperative
rnumbers shrunk by a ret of 30 aogperatives, but this
was more then twice the rate of bergaining
cocperatives. As a resdlt, bargaining cooperatives
grew fram 67.5 percent of U.S. dairy cooperative
nbers in 1992 to 73.7 percat in 2000.

Xijustment by size— Dairy cooperatives were
grouped according to the net volure of milk they han-
dled amually (table 6) . In additim to entries ad exits,
sane angoing cooperatives, by increasirg ar decreas -
irg the volure of milk they hardled, changed size cat -
egries during the 9-year period. Smll dairy ooopera -
tives (hendled less them 50 millicn pourds of milk per
year) had the largest munber of entries ard exits
amang the three size groups ard shrunk by 26 cooper -
atives. Medium cooperatives (handled 50 to 999 mil -
lin pourds of milk amually) lost a ret of 20 cocpera-
tives, ad large cooperatives (1 billion poards of milk
or more) had a net loss of anly 7 aocperatives. Yet, ae-
telf of the large dairy cogperatives in 1992 had exited
by 2000.

The distribution of dairy cocperatives acoording
to size in 2000 was similar to the 1992 pattem.
However, smll cogperatives with the lowest rate of
declire (-16.8 peraat) of the three size groups
ircreased their representation of total aoperative
ranbers to 60.6 peragt.

Creracteristics of exiting aogperatives— Most of the
cocperatives that dissolved were small (86.1 percert)
cooperative, where just 2.2 percent were smll (table
7). All of the large cooperatives that exited between
1992 and 2000 did so by merging. Six of the eight cop-
eratives acquired by an IOF were smll ard all 4 of the
cooperatives that exited by refocusing operations were
svall.



MA P--Number of Dairy Cooperatives Between 1992 and 2000 by Headgquarters Region, 1997

West North Central
-18 (-25.0 %)

East North Central
-14 (-26.4 %) North
Atlantic
=7 {-7.4%)
ey *

WS

Includes South Atlantic
Alaska and -6 (-50.0%)
Hawaii
-6 (-23.1%)
South Central
-1 (-14.3%)
Table 4-Distributicn of entering and exiting dairy cocperatives’ headguarters.
Region 1992 Bats Etries Net Change 2000
% of
No % No. No No. ‘2 No %
Nexth Arlantac 95 35.8 17 10 -7 -7.4 88 41.3
East North Central 53 20.0 20 [ -14 -26.4 39 18.3
West Nortn Central 72 27.2 23 5 -18 -25.0 55 25.8
Saurh Atlantic 12 4.5 2 -6 -50.0 6 2.8
South Central 7 2.6 3 - -14.3 5 2.3
Western 26 98 12 6 -6 -23.1 20 9.4
Total 265 100.0 84 32 -52 -19.6 213 100.0

tote  Associated Milk Producers, Inc  (AMPT) splat, with the Southern region merging to form Deary Farmers of Averica (OFR) winle the North
Central requan of AMPI remeuned in business as AMPT. AMPI’s headquarters are now located in the West North Central region rather
than the South Central as they were in 1992,



Table s-Distribution of dairy cooperatives, exits and entries 1992-2000, by type.

Type
Type of cocperative 1992 Exits Friries change- Net change 2000
% of ‘92
No. % No No. No. No. by type No.* %
Bargaining 179 €7.5 48 21 +5 -2 -12.3 157 73.7
Maruf acturing-processing 86 32.5 36 11 5 -30 -34.9 56 26.3
Totals 265 100.0 84 32 0 -52 -19.6 213 100.0

Between 1992 and 2000, five cooperatives remained in gperation but changed from marufacturing to bargeining cooperatives, and are not

Table 6-Distribution of dairy cooperatives, exits and entries 1992-2000, by size.

Size
change
Size of cooperative 1992 Eats Ertries {ret) - Net change 2000
% of '92

No. % No. No. No No. by size No. %
Small? 155 58.5 49 16 +7 -26 -16.8 129 60.6
Medium? 80 30.2 20 10 -10 -20 -25.0 60 28.2
Large* 30 11.3 15 5 +3 -7 -23.3 23 10.8
Toral 265 100.0 84 32 0 -52 -19.6 213 100.0

20 cooperatives cperating 1n both 1992 and 2000 changed size categery-12 handled smaller and 8 handled larger milk volures Those that
snrurk tended to be bargaining cooperatives and those that grew tended to be marufacturing/processing.

- Hadled less than 50 mllion paryds of mlk per year.

Hardled 50 to 999 mllin pourds of mulk per year

Hadled 1 billicn or more pords of mulk per year.

Gadd not canfirm the volure hardled by are of the new cooperatives; totals may not add.

NOTE Size category for the exitirg cogperatives was determned by either their 1992 ar 1997 milk volure, dependhrng upm when they exdted
Si1ze categry for enterirg cogperatives was determned by either their 1997 mlk volume, cr if formed after 1997, by volure reported
1n irdustry news  Year 2000 size category was determined by 1997 mlk volure, except for cocperatives farmed after 1997

Table 7-Comparisan of dairy cooperatives that exited between 1992 and 2000, by size of exiting cocperative.

Dairy aooperatives that :

Reduced daury’s

Merged into Were aocguired by role to iy
arcther dairy dairy ICF share of
Dassolved cooperative operations
Numbexr Percent Number Percent Number Percent Number Percent
Size:
Srell- 31 86.1 8 22.2 6 75.0 4 100.0
Medium? 5 13.9 13 36.1 2 25.0 0 0.0
Large? 0 0.0 15 41.7 0 00 0 0.0
Tocal 36 100.0 36 100.0 8 100.0 4 100.0

Herdled less then 50 mllin pouds of melk per year.
Herdled 50 to 999 mllion poads of milk per year
‘ Hardled 1 billian or more poads of mlk per year



Those that dissolved were aoften kargaining coop -
eratives (77.8 percat). Likewise, three of the for
cooperatives ro layer classified as dairy cogperatives
had been bargmining cogperatives (table 78). In cn-
trast, 58.3 percent of those thet merged were manufac-
turing-processing cooperatives. Similarly, the cogpera-
tives aouired by dairy IOFs were mostly
manufacturing-processing cocperatives.

May of the cooperatives that dissolved (86.1
peroant) had gae aut of business by the end of 199.
Seven of the eight acquisitions by I0Fs were complet -
ed by then as well. re-half of the cogperative merg-

ers tack place drdrg the last 3 years of the S-year peri -
od (table 7B). Those reducing dairy to a minor sharedt
their gperarians did so tlroughout the period.
Headquarters of the cooperatives that dissolved
were chstered in the Narth Atlantic, and East North
Central and West Nerth Certral regicns (table 70) .
Cocperatives that exited through merger with another
dairy cooperative were headguartered in each regim.
re-half of those aoguired by other dairy firms were
headquartered in the Narth Atlantic. Three of the forxr
tet reduced dairy to a minor share of their cperatians
were headquartered in the West North Gentral region.

Table 7a-Comparisan of dairy cooperatives that exited between 1992 and 2000, by type of exiting

cooperative.
Cenry cooperatives that :
Reduced dairy’s
Merged into role to mircy
ancther deiry Were acquired by share of
Dissolved cocperative dairy ICF cperatians
Number Percent Number Percent Number Percent Number Percent
Type-
Bargairang 28 778 15 41.7 2 25.0 3 75.0
Marnmfacturing/
processing B 22 21 58.3 6 75.0 1 25.0
Total 36 100.0 36 100.0 8 100.0 4 100.0

Tab.e 78-Clomparison of dairy cooperatives that exited between 1992 and 2000, by year of exit.

Dalry cogperatives that -

Merged into another

Reduced dairy’s

Were aocquired by role to minor share

D1ssolved dairy coperatave daury IOF gperations
Cumulative Cumalative Qumulative Qumalative
Number Percent Number Percent. Number Percent. Number Percent
Year

1992 4 1.1 1 2.8 2 25.0 1 250
1993 10 38.9 2 83 1 37.5 0 25.0
1994 2 44.4 6 25.0 2 62.5 1 50.0
1995 10 72.2 6 41 7 1 75.0 0 50.0
1996 5 86.1 1 44 .4 1 87.5 o 50.0
1997 0 86.1 2 500 o] 87 5 1 75.0
1998 4 §7.2 7 69.4 ¢ 87 S 1 100.0
1989 1 100.0 9 94 .4 1 100.0 0 100.0
2000 0 100.0 2 100.0 0 100.0 0 100 0
Texal 36 100.0 36 100.0 8 100.0 4 100 0




Table 7c-Comparison of dairy cooperatives that exited between 1992 and 2000, by location of exiting

cooperatives’ headquarters.

Delry cocperatives that .

Reduced
Merged into dalry’s mle o
arother dairy Were acquired by mnor share of
Dissolved cocperative dairy ICF operatins
Number Percent Number Percent Number Percent Number Percent
Region
Nexth Atlantic 10 27.8 3 8.3 4 50.0 0 0.0
East North Central 10 27.8 8 22.2 2 25.0 0 0.0
West North Central 11 30.6 8 22.2 1 12.5 3 75.0
South Atlantic 1 2.8 6 16.7 1 12.5 0 0.0
Sauth Central 0 0.0 4 11.1 0 0.0 0 0.0
Western 4 11.1 7 19.4 0 0.0 1 250
Texal 36 10C.0 36 100.0 8 100.0 4 100.0

Infamation an the cooperatives’ financial status
was foud for about 44 percent of the cooperatives
that exited between 1992 and 2000. While the data is
inoplete, it is interesting to note that a higher per-
centage of cooperatives that dissolved (67 percat)
showed signs of poor financial health compared with
cooperatives that merged (50 percent, table D). A,
firencial statemerts of five (31 percent) werging coop -
eratives showed them to be healthy compared with
just two (11 peroent) of thoee thet dissolved.

Creracteristics of new cogperatives— None of the
six new cooperatives formed by merger were smll
(table 8) . These rew cocperatives represented equally
the two operatirng types (table 83). Forr were formed
in 1998 ard 1999 (table 8B). Qne-half were headquar -
tered in the West North Central regian (table 8C). The
lccation of a cooperative’s headquarters loses sare of
its significance given natiawide memberships.

Sixteen of the 26 cooperatives formed by new
graps of producers were small ad 18 of fred anly
bargaining services. Twenty of this group were formed

Table --Comparison of dairy cooperatives that exited between 1992 and 2000, by “financial status" of exiting

cooperative.

Dairy cooperastives that :

Reduced dairy’s

Merged 1into role to muncr
arcther dairy Were acquired by share of
Dissolved cocperative dairy ICF cperatians
Number Percent Number Percent Number Percent Number Percent
“Financial status”:
Neutral! 4 22 3 19 o] 0 0 0
Poor/declimrg? 12 57 8 50 1 50 0 0
Positive 2 11 5 31 1 50 1 100
Total 18 100 16 100 2 100 1 100

- Nethirg notable 1n ae year’s data.
© Qe or mare of the following in the last year(s) of cperation: negetive ret margins, declining assets and/or net worth, necarive ret worth.



Table 8-Comparison of dairy cooperatives formed
between 1992-2000, by size of new cooperative.

Table sa-Comparison of dairy cooperatives formed
between 1992-2000, by type of new cooperative.

Cooperatives formed by .

Mercer of exasting

Cooperatives formed by

Merger of exastirg

New producer groups cooperatives New producer groups cooperatives
Number- Percent Number Percent Number? Percent Number Percent
Size Type:
Small? 16 61.5 0 0.0 Bargaining 18 69.2 3 50.0
Mediur? 8 30.8 2 33.3 Marufacturing/
Large? 1 3.8 4 66.7 processing 8 30.8 3 50.0
Tetal 26 100.0 6 100.0 Total 26 100.0 6 100.0

Could rot canfirn the volure handled by ane of the new
Qooperatives

" Hardlerd less than 50 millim pourds of mulk per year

' Handled 50 to 999 mllicn pounds of milk per year

* Handled 1 billion cr more pounds of mlk per year

Table sp-Comparison of dairy cooperatives formed
between 1992-2000, by year of formation.

Cooperatives formed by

Merger of exasting

New producer groups cooperatives
Qrulative Qmulative
Number Percent Number Percent.
Year
1882 2 7.7 1 16.7
1983 2 15.4 0 16.7
1994 1 18.2 0 16.7
1995 1 23.1 1 33.3
1936 2 30.8 0 33.3
1997 8 61.5 ¢] 33.3
1998 4 76 9 3 83.3
1999 2 84.6 1 100.0
2000 4 100.0 0 100.0
Toral 26 100.0 6 100.0

after 199. Many were formed by new grogps of pro-
ducers in the North Atlantic region (38.5 peroat). This
reflects a cammn practice among small groups of pro-
ducers to form bargaining cogperatives that are flexi -
ble in firding market niches.

Table sc-Comparison of dairy cooperatives formed
between 1992-2000, by location of new

cooperatives’ headquarters.
Cocperatives formed by...

Merger of exdstirg

New producer groups cooperatives

Number- Percent Number Percent
Region.

Nerth Arlantic 10 38.5 0 0.0
HEast North Central 5 19.2 1 16.7
West North Central 2 7.7 3 50.0
South Atlantic 1 3.8 1 16.7
South Central 3 11.5 0 0.0
Western 5 19.2 1 16.7
Total 26 100.0 6 100.0

Cooperative Cperations and Change

The nature of change within the dairy coopera -
tive sectar can be more fully caphired by grouping
them further acoarding to the functions they perfarm
in the market. Marufacturing-processing cooperatives
can be further subdivided accarding to their degree of
integration into the merketplace, fram least to most
fully vertically integrated--bargaining-balancing coop-
eratives, hard product mamufacturing cooperatives,
branded-cheese cogperatives, fluid processing cocper -
atives, and diversified cocperatives (see page 15). Te
changes seen between 1992 and 2000 show dairy coop-
eratives heading in divergat directians. Sare cogper -



atives became more vertically integrated (engeging in
further manufacturing and processing, dif ferentiating
their products and strengthening ties in the marketing
chain) . In cotrast, others focused their gperations an
bargaining anly.

First Level Coordination
More bargaining dairy cooperatives were formed

ad exited the

avwr e btmn fEalala O
LD dly GUEY O \

YPe (taoie .7) . The minimal
financial commitment reguired to farm a bargaining
cooperative contributes to their ease of forming and
dissolvirg. A majarity (58.3 percant) of these cogpera-
tives that exited had dissolved, the highest proportion
anryg the 6 types of cooperatives. (ne-half of those
edting were small ard dissolved (table 10). The few
lrge anes that exited merged with other dairy cooper-
arives.

Bargaining cogperatives contime to play an
important rdle in providing producers a wice in the
merketplacenegotiating milk price ard terms of
trade, ensuring the acaracy of weights ard tests in
computing producer milk checks, ard providing repre-
sentation in goverment policy matters. Their chal -
lare is to maintain a large enough membership so
they can be heard in the marketplace ard limit service
ass.

Increasing Market Coordination

Use of plants solely for balancing purposes is
declining, as evidenced by the 53.3 peraat reduction
in the maber of bargaining-balancing cooperatives
between 1992 and 2000. In addition, two bargaining-
balancing cocperatives shit down or sold their plants
to antine as kargaining cooperatives. No new coop -
eratives were fammed that cperated plants just far kel -
ancing purposes. Thus, 18 ot of the 30 barcmining-bal -
ancing cooperatives (60 peroent) cperating in 1992
were not gperating as such in 2000 (appendix table 6) .

Maintaining amall, old balancing plants is coetly,
but building new, large-scale plants is expensive, par-
tiadarly far the amll bargaining-balancing coopera -
tives. The six of those tter dissolved ar were acquired
by an IOF were small. Altermmatively, most of the 10
rargaining-balancing cooperatives that merged with
diversified dairy cooperatives were medium ar large.

Hard-product menufacturing cooperatives aim to
cperate their plants at full capacity to achieve low per-
unit mermufacturing costs. These cooperatives faced
greater financial risk because most of their mevber
milk was committed to making low-margin commodi -
ty mraducts. Treir limited flexdibility left them mare
wulrerable to inventary losses arising fram the wolatile
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milk prices of the 1990s then perhaps a more diversi -
fied product line would have been. These cooperatives
appear to be under market pressure as they arer the
2lst century. The rumber of hard-product manufactur-
ing cogperative rumbers shrurk by 40 percent and no
new cnes formed between 1992 and 2000. All of those
exiting were large and merged with diversified cooper-
aives.

The merger of both bargaining
hard-product mamufacturing cooperatives into diversi -
fied cogperatives reflads the trend of increased inte -
gration by dairy cocperatives. The plants formerly
operated by bargaining-balancing or hard product
manufacturing cooperatives were then incorporated
into a larger system. Those that oould not be operated
e ficiently were often shit down or sold.

Branded-cheese dairy cooperatives had the small -
est percentage change between 1992 and 2000 (-12.0
percent) carpared with the other types (appendix
table 6} . All of the seven new hrended-cheese coopera -
tives were smell, as were most of thoee exitirg. Three
small cocperatives omtinied to cperate hut sold their
marufacturing operations to become bargaining coop-
eratives. A majarity of those exiting dissolved. (e
merged with a diversified dairy cooperative and two
were acquired by an IOF.

All of the exiting branded-cheese cooperatives far
which information could be cbtained showed poor
financial status. These artisan cooperatives must com-
pete with other cheesemekers an the basis of the quali-
ty and wniqueness of their product. They lack the size
and scale to carpete an price with the large commodi -
ty cheesemakers. (Almost by definition, there were ro
Jrrge branded-cheese cooperatives in 1992 ar 2000.)
These smaller cooperatives must find and develop a
niche far their specialty product. For those unable to
do so, the market is wnfargiving. However, with the
ircreasing consuver interest in “organic® and “farm-
based" ar loal production, alang with the contimed
consumer interest in specialty cheeses, a rumber of
new cocperatives are entering this type of husiness.

Fluid processing accperatives lost 42.9 percent of
their 1992 runbers, but gained ae small cocperative
that farmed in hope of capitalizing an a niche market
for their locelly produced milk (table 9). A1l of the
fluid processing cooperatives either merged into
another fluid ar diversified cooperative ar were
acquired by an IOF. Nare went out of business. The
mature, highly ompetitive fluid processing sectar has
seen the most cmsolidation by I0Fs. Gne fluid pro-



Tab.e s-Characteristics of dairy cooperatives exiting or entering between 1992 and 2000, by type.

Bargrining- Hard product Branded Fhidd
Bargaining balancing marufacturing cheese processing Diversafied
No. % No. % No. % No. % No. % No %
Action of exiting cooperatives:
Merged with B cooperative 6 12.5 1 6.3 0 0.0 0 0.0 0 0.0 0 0.0
Merged with B-B cooperative 0 0.0 19 6.3 0 0.0 0 0.0 0 0.0 0 0.0
Merged with HPM cooperative 8} 0.0 0 0.0 0 0.0 0 0.0 0 0.0 ¢] 0.0
Merged with B-C cooperative o] 0.0 o] 0.0 0 0.0 0 0.0 0 0.0 ¢} 0.0
Merged with FP coopsrative 0 0.0 0 0.0 4] 0.0 0 0.0 1 333 0 0.0
Merged with D cocperative S 18.8 8 50.0 2 100.0 1 14.3 1 33.3 6 75.0
Acquired by IOF 2 4.2 2 12.5 0 0.0 2 28.6 1 33.3 1 12.5
Reduced dairy’s role to minor
share of operationg 3 6.3 0 0 0 .0 0 0.0 1 125
Dissolved 28 58.3 4 25. ¢} 4 57.1 0 0 0.0
Tocal 48 100.0 16 100.0 2 100.0 7 100.0 3 100.0 8 100.0
Number esating as a percent of
cocperatives 1n 1992, by type: 26.8 53.3 40.0 28.0 42.9 42.1
No % No % No % No % No %
"Financial status" of exiting
cocperatives:
Neutral 6 28 1 12 0 0 0 0 o] 0
Poor/declinirg? 10 48 4 50 S 100 1 100 1 50
Resitave 5 24 3 38 0 0 0 0 1 50
Total 21 100 8 100 5 100 1 100 2 100
No % No % No % No %
"Source" group of entering
cooperatives:
Mercer of exdsting coperatives 3 14.3 0 0.0 0 00 3 100.0
New prcducer groups 18 85.7 7 100.0 1 100.0 0 0.0
Tetal 21  100.0 7 100.0 1 100.0 3 100.0
NMarber entering as a
percert of cooperstives in
2000, by type: 13.4 0.0 0.0 31.8 20.0 21.4

- Nething notable 1in ane year’s data. No further information dotained.
* Qe or mre of the followirg 1n the last year(s) of gperation: negative ret margins, declining assets and/cr ret warth, negative ret worth
‘ Subsequently, the successor cooperative merged with a diversified cooperative.

NOTE B Bargaimng; B-B. Barcmining-balancing; HPM: Hard product mernufacturing; B-C  Branded-cheese; FP: Fluad processing;
Dversified, IOF Indeperdently-owned firm



. Table 10-Dairy cooperative exits by size and action, 1992-2000.

Size
Small Medium Large Texal
Percent
Bargaining cooperatives that..
dissolved 50.0 8.3 0.0 58.3
merged 1nto ancther dairy aooperative 10 4 14.6 6.3 31.3
were acquired by an IOF 4.2 0.0 0.0 . 4.2
recired dairy’s role to mircr gharve of
operations 6.3 0.0 0.0 63
Total, barcaining cocperatives 70.8 22.9 63 100.0
Bargaining-balancing cooperatives that.
dissolved 25.0 0.0 0.0 25.0
merged into another dairy cocperative 12.5 18.8 313 62.5
were acquired by an IOF 12.5 0.0 0.0 12.5
Total, bargaimng-balancirg cooperatives 50.0 18.8 31.3 100.0
Hard product wfg. cogperat:ves that...
merged into arother dairy cooperative 0.0 0.0 100.0 100.0
Teral, hard product mfy. cocperatives 0.0 0.0 100.0 100.0
Branded-cheese cooperatives that...
dissolved 42.9 14.3 0.0 57.1
merged 1nto ancther dairy cooperative 14.3 0.0 0.0 14.3
‘ were acquired by an IOF 28 6 0.0 00 28.6
Total, branded-cheese cogreratives 85.7 14.3 00 100.0
Fluid processing cooperatives that...
merged into ancther dairy cooperative 0.0 66.7 0.0 66.7
were acquired by an IOF 0.0 33.3 0.0 33.3
Txal, fluid processing cooperatives 00 100.0 0.0 100.0
Diversified cocperatives that..
merged into ancther dairy cocperative 0.0 12.5 62.5 75.0
were acquired by an IOF 0.0 12.5 00 12.5
redixed dairy’s role to mircr sheare of
peratims 12.5 0.0 00 12.5
Total, diversafied cocperatives 12.5 25.0 62.5 100.0

]



cessing cooperative, however, has been quite success -
ful in meeting the challenge ard grew between 1992
ard 2000 (fram the medium to large size categary).

Diversified dairy cooperatives hardle a majority
of the milk volure of cooperatives. Most of those exit -
ing merged with ocher diversified cooperatives, but
nae dissolved. The diversified cooperatives formed
between 1992 and 2000 wereall largs, resultirg from
mergers between existing cooperatives. Same of the
largest diversified cogperatives have maticnal reach,
representing horizontal ard vertical integration. Nene
of the diversified cooperatives operating in 2000 were
smll.

o . I P b
outild.ly 4arna ConcC.tL

Merger ard amsolidation have typified the dairy
cocperative sector in the 1990s. Mxch of the merger
impetus was created by cansclidation among food
retailers loddrg to gain greater procurenent ef ficien -
cies (Kaufmen). The prodxer sectar soght to hold its
place at the bargaining table, meet custamer needs,
supply larger volume requirements, and meet product
stardards through mergers of their marketing coopera -
tives (Harmen, Cheese Market News). Most of the
milk handled by cooperatives exiting and entering
between 1992 and 2000 was accounted for by the merg-
ing cocperatives.

Also cmtributing to the merger activity was the
inreased ability to transport milk lag distances de
to improvements in trucking, milk quality, and milk
handling and packaging technology. The increased
merger activity in the last 3 years of the cerhuy may
teve, in part, resulted fram dairy cocperatives antici -
pating ard reacting to the consolidated market ordears,
which went into ef fect Jan.l, 2000. Ctler factars
included rapid advances in information technology
(web sites, e-mail, camputerized production, sales and
inventory systems) which have greatly enhanced the
reach of a cooperative’s headquarters. The mergers
exparnded the geographical reach and comtervailing
wmarket power of the surviving crganizations. By 2000,
some dairy cooperatives’ memberships spamned multi -
ple regions ar even reached natiawide status.

The lower support price and contimed volatility
of milk and camodity dairy prices cmtributed to the
exndus of cogperatives gperating just balancirg plants
ar just herd product marufacturing plants. Typically,
these cooperatives consolidated with or into diversi -
fied cooperatives, where they gained flexihility in
product mix and ef ficiecy from a more raticmlized

system of plants. Same plants were closed when they

cauld not be used ef ficiently within the new system of
plants. Trte closures alarmed same producers who had
formerly shipped their milk to these local plants, even
though their milk still hed a marketing auttlet with the
cocperative.

Despite the headline-making consolidation tak-
ing place dring the 1990s, other trends were afixct,
sxch as the creation of new small- and medium-sized
dairy cooperatives by producers seeking a new mar -
keting averme for their milk. Scme may have formed
when dairy farmers became uncarfortable, for vari-
cus reasms, with their large arganizations and sought
altematives to the "mega-cocperatives" for their mar-
keting needs. Other producers made new ef frts to
capture marketing margins by focusing on a niche,
perceived ar real, suach as "rBSTHres, " "arganic," ar
"high quality." Most commonly, the product was spe-
cialty cheese, althogh a cogple soght to process
branded fluid milk.

While dairy cocperative rimbers are declining,
their milk volure has increased. Despite this overall
trend, the mnber of small cooperatives as a grop is
maintaining, if not increesing, its sere of dairy coop-
erative ninbers as a wole, rising fram 58.5 to 60.6
pero=t. Barcanining cooperatives are still the most
ocaman form of dairy cooperative in the United States
althoh they handle less than ae-quarter of the
cocperative milk volume (based an 1997 volume) .
These were also the most common type formed
between 1992 and 2000.

Thus, whether through consolidation ar the for -
mation of new dairy cooperatives, an large ar smll
scale, dairy cooperatives appear to have taken two
paths in marketing member milk. One path was verti-
cal integration wp the marketing chain in arder to cap-
tire margins for their mambers. The other path was to
less vertical integration focusing by and large an ber-
gaining functions, sparing members the risk and
expense of engaging in manufacturing and processing
gperations.

This report has documented the dynamics of the
dairy cocperative sectar at the erd of the century. Joirt
venture activity between dairy cooperatives amd
between dairy cogperatives and IOFs has also been
significent. For exanple, two of the Natian's largest
cocperatives-- DFA and Land O'Lakes, formed a joint
venture to oan ard cperate a Mimesota cheese plant.
In 2000, DFA had a 33 peromit stake in Suiza’s fluid
cperatians in the United States thrauggh a jaint venture
(however, this arrargement was dissolved with the
proposed merger of Suiza and Dean in 2001 ard conse-



quently DFA acquired six Suiza plants and put them in
a rew joint venture with other partrers). The implica-
tians far dairy cooperatives of these types of joint ven-
tires need further examinatian.
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Box 1—Types of Dairy Cooperatives By Degree of Vertical
Coordination

Barcaining cocgperatives are the first step in vertical integration-prodyers gain a say
in the market at the first handler level as they sesk to seaure the most profitahile atlets
for their members’ milk. They own ro plants, leaving further processing and sales of
dairy products to others.

Bargaining-balarcing oooperatives sell raw milk and provide related services to other
handlers. They cperate similarly to bargaining cooperatives, hut have plant facilities to
acoamodate handlers’ needs and/or to balance milk supplies. Their manufacturing
cperations are generally used for marmfacturing comodity dairy products (butter,
powder, ad desse) fir last-resart balancing of surplus milk volure. They are anly
slightly more integrated up the marketing chain than bargaining cooperatives.

Hard-product manufacturing cocperatives use most of their menbers’ milk in their
own manufacturing plants to make undif frentiated, camodity dairy products. These
cooperatives have opportunity to capture processor margins by operating well-run,
lrge-scale modern plants and represent the next step (beyard cperating plants to
enhance their bargaining positian) in vertical coardination.

Branded-cheese oooperatives typically process all of their manbers’ milk in the cogper-
ative’s plants to marufacture and merket specialty or branded cheese ard other dairy
products for particlar markets. They may capture some marketing margins in addition
to processor margins, thus taking their cperations closer to the cmsurer.

Fluid processing  cooperatives typically process their members’ milk in bottling plants.
Like branded-cheese cooperatives, they may capture some marketing margins in addi -
tin to processor margirs, reflecting a similar degree of vertical integration. However,
the fluid prooessing ssctar is extremely corpetitive and requires anple financial
resources and top-notch management.

Diversified dairy cogperatives perform all ar most of the functians that the other types
of dairy cooperatives (described above) perform. They direct a steady volume of milk to
their own processing or merufacturing plants to meke a variety of products-both dif -
ferentiated and commodity, while at the sare time selling much of their milk supply to
other hardlers. Sare are sophisticated marketers of consurer products. They are the
most well-positianed to captire processor and warketing wargins throughout the mar -
ketirng chain.




Appendix table 1-EXiting dairy cocperatives, 1$92-2000.

Afolkey Cooperative Cheese Company
Albany-Greene Biulk Milk Producers Assoc.
Allurg-Isle lamotte Vermont

Allen Dairy Prodxcts Irc.

Aldra Dairy Cocperative

Ammendale Cooperative Creamery Association
Atlantic Dairy Oooperative

Arlantic Processing Inc.

Atwater Creamery Company

Bremer Cooperative Creamery Company

Brunkow Cheese Company

Buckman Farmers Cooperative Creamery
Califorma Cooperative Creamery

Califorma Milk Producers

Cavolina-Virginia Milk Produers Association

Charrplain Milk Producers Cooperative Inc.
Che.sea Cheese Company

Chacagolard Dairy Sales Inc.

Claxks Grove Cocperative Creamery

Qoble Dairy Products Cocperative Inc

Cold spring Cocoperative Creamery Assoc.
Congier Cooperative Creamery Company
Cooperative Dalry Fammers of Lewisburg
Dairy Maid Cooperative

Daxryman's Cooperative Creamery Association

Daarymen Inc.

Hebron Cooperative Creamery?

Danish Creanery Association

Eastern Milk Producers (o-op Asscociation Inc.
Edgerton Cocperative Creanery

Elizabeth Crearery Association
Equity Supply Company

Farmers Cooperative Creamery
Farmars Cooperative of Balaton
Flarida Deary Farmers Association

Tort ollins Mulk Producers Association
Franklin St. Lawrence Milk Producers Co-op
Fremont Cooperstive Creamery Association
Glencce Buatter and Produce Bssociation
Golden Guernsey Dairy Cooperative

Gulf Coast Dairymen’s Association

Quf Dairy Assocdation Irc.

H P Jammers Cocperative Inc.

H P. Hood Company

Hnt.rgtan Interstate Milk Producers Asscc.
Independent Cocperative Milk Producers Assoc.

Indeperdent Milk Producer Cocperative

Inter Lake Cooperative Creamery Association
Lafayette Qounty Cooperative Creamery Assoc.
Lake Mills Cocperative Creamery Compary
Lastrup Cooperative Creamery

Little Rock Cooperative Creamery Association

Marketing Association of Arerica Cocperative
Mid-2merica Dairymen

Middlefield Swiss Cheese Cooperative Assoc
Millport Milk Prodeers Cooperative Asscoc.

Miltona Creamery Association

Mindoro Cooperative Creanery Association
Mountain Milk Producers Association Inc.
North Logen Dairy Cocperative

Oregon Jersey Cocperative Inc.

Palmeto Milk Producers Asscciation
Pleasant View Cooperative Dairy Compary
Port Allegany Co-cp Milk Producers Asscc.
Quality Milk Producers Association

Rosyln Creamery Company

San Joaquin Valley Dairymen

Sauk Centre Cooperative Creamery Assoc.
Scuthern Milk Sales Inc.

Star Valley Cooperative Cheese Compary
State Dairy Association

Tampa Irdependent Farmers Association
Tioga Valley Co-cp Bulk Milk Producers Assoc.
Tri State Milk Cocperative

United Can Milk Producers Co-op

United Dairy Cooperative Services Inc.

Valley of Vixginia Gooperative Milk Producers
Vanguard Milk Produces Cooperative
Westerm Dairymen Cooperative, Inc.
Westfield Go-op Milk Producers Assoc. Inc.
Winfield Cheese

Wisconsin Dairies Cocperative
Wisconsin Milk Producers Cooperative Inc.



Appendix table 2-Daixy cooperatives formed since 1992.

Best Milk Producers Cocperative
Butterrut Farms Organic
Califorma Deiries

Cal-West Dairymen

o vy iReie e -G e 6= ot
Central Miumescta Cocperat.

Omtinental Deiry Products, Irc.
Cogperative Milk Producers Association
Dairy Fermers of Arerica

Dairymen's Marketing Cooperative, Inc.
Elite Milk Prodcers, L.C.

Fammer's Fraendly Cocperative
Foremost Farms USA

Green Belt Cooperative Inc
Jersey Camntry Inc.

Lanco Deiry Farms Cooperative

Laberty Milk Co-p Association

Le Star Milk Producers, L.C.

Maverick Milk Producers

Middlefield Original Cheese Cooperative
Mchawk High Protein Cooperative Inc.

Pastureland Cocperative

Picneer Valley Milk Marketing Cooperative
Premier Milk, Inc.

Quality Deiry Producers

Scenic Valley Protein Milk Producers Cooperative
Association

Select Milk Producers Association
Southeast Milk

Sunrise g Cocoperative

Supericr Shares Agricultural Cooperative
Susquehanna Mini Dairy Cocperati

Valley View Cheese Cooperative Association
ZIA Milk Producers Associatian
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Appercdix table 3-Distribution of cooperative headquarters, 1992-2000, by State.

State 1892 Exats Hrries Net change 2000
No No No. No % No

Arizoaa 1 0 0 0 0.0 1
Arksnsas 1 8} 0 0 0.0 1
Galifamia 10 6 3 3 -30.0 7
Colcrado 1 0 -1 -100.0 0
Flerzda 2 1 -1 -50.0 1
Hawa1i 3 1 0 -1 -33.3 2
Iows 10 3 0 3 -30.0 7
Idaho 1 0 0 0.0 1
Mluris 6 2 0 2 -33.3 4
Indiana 1 1 0 B -100.0 0
Kentucky 2 1 0 -1 -50.0 1
Louisiana 1 1 0 -1 -100.0 0
Massachusetts 3 1 1 0.0 3
Michigan 3 2 o] 2 -66.7 1
Minresota 52 16 3 -13 -25.0 40
Missoary 2 2 2 o} 0.0 2
Mississippr 1 1 o] -1 -100.0 0
Mont ana 2 1 0 -1 -50.0 1
North Carolira 4 3 0 3 -75.0 1
North Dakota 5 1 0 - -20.0 4
Nebraska 1 0 0 0 0.0 1
New Mexico 0 0 3 3 va 3
New York 67 8 6 2 -3.0 64
Chic 2 2 0 0.0 6
Oregon 1 0 41 -25.0 3
Pernsylvania 22 7 3 <4 -18.2 19
South Carolina 2 1 o} -1 ~50.0 1
South Dakota 2 1 o] -1 -50.0 1
Texas 2 1 3 2 0.0 3
Utah 2 2 0 2 -100.0 0
Vircpua 3 1 1 0 0.0 3
Vermont 3 1 0 4 -33.3 2
Washington 2 0 0 0 0.0 2
West Varqama 1 1 0 -1 -100 O [0}
Wisconsin 37 13 4 ) ~-24.3 28

Total 265 84 32 -52 -19.6 213

Note. One cooperative’s headquarters were relocated from TX to M.
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appenciix table 4-U.S. dairy cooperatives, by type, 1997.

Primery fuxtian Total assets Share
M1l dollars Percent
Barcaining 374.0 6.1
Barcaimrg-balancing 428 .4 7.0
Hard-product manufacturing 303.2 4.9
Branded cheese 140.6 2.3
Diversafied? 4,900.9 79 7
Total 6,147.0 100.0
Pomary functian Net milk volure handled Share
Millin pourds Percent
Barcpining 60,657 24.1
Barcainmrg-balancing 17,892 14.0
Hard-product marufacturing 5,434 4.3
Branded cheese 1,562 1.2
Diversafied? 71,874 56.4
127,418 100.0
Prmary fanction Numbexr Share
Percent
Bargainmirg 163 72.1
Bargainmirg-balancing 16 7.1
Hard-product manufacturing 5 2.2
Branded cheese 19 8.4
Diversafied? 23 10.2
Tetal 226 100.0

Source: (Laebrand)

Inchudes the flud processing cocperatives also



A
' Appenchix table s-Region of exiting and entering dairy cooperatives headquarters, by type.

Bargeaning Bargaining- Hard product
balancing marmfacturing
Number Percent Number Percent Number Percent
Cooperatives exating 1992-200C -
Nerth Atlatic 11 22.9 4 0 0.0
East North Central 7 14.6 6 37.5 0 0.0
West North Central 17 35.4 3 18.8 0
South Atlantic 6 12.5 0 0.0 0 0.0
Sauth Central 2 4.2 1 6.3 0 0.0
Western 5 10.4 2 12.5 2 100.0
48 100.0 16 100.0 2 100.0
Number Percent
Cooperatives entering ‘'92-'00.
Noxth Atlantic 6 28.6
East North Central 2 9.5
West North Central 3 14.3
Savth Arlantaic 2 95
South Central 3 14.3
Westermn 5 23.8
21 100.0
. Branded-cheese Fluid processing Diversified
Number Percent Number Percent Number Percent
Cooperatives exating ‘92-/00
North Atlantic 1 14.3 0 0.0 1 12.5
East North Central 5 71.4 1 33.3 1 12.5
West North Central 1 14.3 0 0.0 2 25.0
Sauth Arlantac 0 0.0 2 66.7 0 0.0
South Central 0 0.0 0 0.0 1 12.5
Western o] 0.0 0 0.0 3 37.5
7 100.0 3 100.0 8 100.0
Number Percent Number Percent Number Percent
Cooperatives entering '92-'00:
North Atlantic 3 42.9 1 100.0 0 0.0
East North Central 3 42.9 0 0.0 1 33.3
West North Central 1 14.3 0 0.0 1 33.3
Soxch Arlantic 0 0.0 [¢] 0.0 0 0.0
Sauth Central 0 0.0 o] 0.0 0 0.0
Western 0 0.0 0 0.0 1 33.3
Toral 7 100.0 1 100.0 3 100.0
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sppendiix table 6-Distribution of dairy cooperatives, exits and entries 1992-2000, by type ard size.

Net
S22 al
e
Type of coperative 1992 Exits Etries change- Net change 2000
No. ¥ No. No No No. % of '92 No %
Bargaining
Srall? 119 67.6 34 8 13 -13 -10.9 106 67.5
Mediumn?® 51 27.9 11 10 8 -3 -17.6 42 26.8
Large* S 4.5 3 2 0 -1 -11.1 8 5.1
Total” 179 100.0 48 21 5 -2 -12.3 157 100.0
Bargaining-balancing
Small 14 46.7 8 0 -1 ] -64.3 5 41.7
Medium 9 30.0 3 0 2 5 -55.6 4 33.3
Large 7 23.3 5 0 1 4 -57.1 3 25.0
Total 30 100.0 16 0 2 -18 -60.0 12 100.0
Hard product mfg.
Srall 1 20.0 0 0 -1 0 0.0 0 0.0.
Medium 2 40.0 0 0 1 0 0.0 3 100.0
Large 2 40.0 2 o] 0 2 ~100.0 o] 0.0
Txal 5 100.0 2 0 o] 2 -40.0 3 100 ©
Branded-cheese
Small 19 76.0 6 7 4 3 -21.1 16 68.2
Medium [ 24.0 1 0 1 c -16.7 6 31.8
Large? 0 0.0 0 0 0 0 n/a 0 0.0
Tetal 25 100.0 7 7 3 3 -12.0 22 100.0
Fluid processing
Small 1 14.3 0 1 0 1 100.0 2 40.0
Medium 6 85.7 3 0 -1 <4 -66.7 2 40.0
Large o] 0.0 ¢ 0 1 1 n/a 1 20.0
Total 7 100.0 3 1 o] -2 -28.6 5 100.0
Drversified
Srall 1 5.3 1 0 0 41 -100.0 ¢ 0.0
Mediumn 6 31.6 2 0 1 3 -50.0 3 21.4
Large 12 63.2 5 3 1 -1 -8.3 11 78.6
Total 19 100.0 8 3 0 5 -26.3 14 100.0

Sare cogperatives operating in beth 1992 and 2000 changed size category and/or operating type
* Handled less than 50 million poards of mulk per year
* Hardled 50 to 995 mullion pourds of mulk per year.
* Hardled 1 billion ar more poads of nulk per year.
» Unknown: size for ane of the new bergaining cocperatives, totals mey not add.




U.S. Department of Agriculture

Rural Business-Cooperative Service
Stop 3250
Washangtor, D.C. 20250-3250

Rural Business-Cocperative Service (RBS) provides research,
menagement, and educaticnal assistance to cooperatives to
strengthen the economic position of farmers and other rural
wesidents. It works directly with cooperative leaders and
Federal and State agencies to improve organizatian,
leadership, and operaticn of cooperatives and to give guidance
o further develcpment.

‘The cooperative segment of RBS (1) helps farmers and other
nral residents develcp cocperatives to cotain supplies and
services ab lower cost ard o get better prices for products they
sell; (2) advases rnural residents an developing exasting
resources through cooperative action to enhance nural living;
13) helps cooperatives inprove services and operating
efficiency, (4) infomms members, directors, erployees, ard the
public cn how cooperatives work and benefit their members
and their camunities, and (5) encourages international
cooperative programs. RBS also publishes research and
educaticnal materials and issues Rural Cocperatives magazine.

The U S. Department of Agriculture (USDA) prohibits
ciscraimunation in all its programs and activities an the basis of
race, wolor, ratiosl aagin, gader, religiay, age, disability,
political beliefs, sexual arientation, ard mexital or family
status. (Mot all pranbited bases aply to all programs.)
Persans with disabilities who require altermative means for
camrucation of program information (braille, large print,
cudiotape, etc ) should contact USDA’s TARGET Center at
(202) 720-2600 (voice and TID) .

To file a coplaint of discriminatian, write USTA, Director,
Office of Civil Rights, Room 326-W, Whitten Building, 14th and
Independence Avenue, SW, Washington, D.C. 20250-9410 or
call (202) 720-5964 {voice or TID). USCA is an equal
cpportunity provider and enployer.




