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IITTRODUCTION

Success of a cooperative organization, in tbe long rtin»

depends upon the loyalty of its :ne;aber3 as evidenced by their

wlllingnGss to [-ive it their business. In t'lis vfa-^ it differs

froia the nor::ial business corporation which depends, not on tlie

stockholders, but upon the general public for its business,

Heiabersliip loyalty is based upon a sense of responsibility for

and ownership of the association developed by the nombers' under-

standing of its piorposes, policies, and operation,^

The meBibership relation probleia faces all cooperative

organizations, but tli© difficulty of maintaining good raenber

relations varies with the distance between managei^ient and laenbor-

ship. Centralized organizations with a large, scattered ueci-

bership lack close personal contact between laeobers and nan-

artenont, Small local organizations have a closer relationaliip

between sionbcrs and nanagenent, but find it difficult to develop

personnel and leadersliip necessary to maintain an effective

membership program. The cooperative federation, in wliich local

cooperatives maintain a central organization to perform certain

services, can provide excellent general plans and supervision

and still allow the advanta-:e of member loyalty to the local

organization. However, to be effective, the actual execution

of the membership program must be the responsibility of the

^Jesness, 0. n.. Cooperative Haricot in^- of Farm Products,
p. 181,



local .(jpoup.

Kansas marketing and ptjpchasin^; cooperatives have followed

no definite pattern in taeir type or met^iod of operation. Their

growth and developiaent have been Influenced dxiring their history

by a nvinber of different organizations and institutions in tha

state.^ Tliey are predoiainantly the local type, and following

the pattern of agriculture in tl^ state, purchase fam supplies

and laarket grains, A few centralized orfmiizations market dairy

products, livestock, wool, and fruit, Tlie increase in the use

of power machinery in grain producing areas of Kansas has de-

veloped purclaasing of potroloun and associated products as a

major sideline for grain marketing organizations and the organ-

ization of many new purchasing organizations. Cooperatives

have diversified furti:ier by purchasing hardv/are, lunber, nacliin-

ery, appliances, and food. Purchasing operations have added

new probleins in financing and laercliaiidising and have made tlifi

problem of nembcrsliip relations still nore iaportant.

During tlie past 15 years efficient financial laanagenent lias

been stressed while cienborsliip management lias often been neg-

lected. This period, too, has been favorable to tha business

and financial operation of most cooperatives. It has been found

in cooperatives, organized during tlois period, that the older

members who realized the need and piorposo of the organization

are retiring from active participation. New members, who fall

Vilson, Lloyd C, Ili story of Kansas Cooperatives , fopeka:
Kansas Cooperative Council, 1949. Ghapt. T^



to realize tliat need, look upon the cooperative as just another

business organization. A continual neiabersxiip program must be

naintained in cooperatives to extend their life froKi one gener-

ation to another.

Purpose of Study

Tlie importance of the problem of maintaining member loyalty

in cooperatives indicated a need for infornation which nay be

used to develop and laaintain effective nenbership policies. The

general purpose of this study was to obtain information to help

manageiaent and directors of local cooperatives improve aenber-

ship relations. Ilore specifically, the objectives were: (1)

to analyse factors affecting the patronage of members (2) to

determine membership policies most effective in promoting member

loyalty (3) to emphasis methods of measxaring member loyalty

useful to managet:ient as an indicator of the effectiveness of

Eiembership policy.

In develo-oinr the study good membersMp policies neve con-

sidered those t.iat tend to create a feeling of ownership among

members with an accompanying sense of responsibility for the

successful operation of tlioir cooperative organization. The

degree of loyalty in an organization indicated by the relative

number of members trading 100 per cent, diiring a year, was con-

sidered an effect of such policies over a period of time.



Ilaterials aiad Methods of Procediire

The data tised in this study were obtained by personal

interview with tlie znanaoer of 12 cooperative petroleian pur-

chasing associations. The location of the 12 associations is

shown in Pig* 1. This group was a final selection from a total

of approxinately 70 purchasing associations in Kansas whose

business was prinarily petroleun and associated products .1 In

line with the objectives of the study, associations were se-

lected with an average range of inerabersMp and a similar extent

of operations. A study of siiTiilar associations was believed to

be iraportant in determining the effect of meiiborshlp policies

in creating good raernbership relations. Very large or snail

associations were not considered in the probleri» Selections of

sirallar associations were nade on the basis of raenbership since

the problem v/as concerned with the loyalty of nembers. It was

considered that selection by vol^uae of business or other methods

would tend to be Influenced to a great degree by factors such

as size and scope of farm operation. Ths associations selected

v/ere considered to be generally typical of the average local

cooperative in Kansas.2 Table 1 shows the recorded nenbershlp,

business volume and value of total assets for the 12 associations.

•^Classification based on business in petroleum and related
products of at least 75 per cent of total volume,

2-ilson, o£. cit., p. 81 and p, 34. Average nembership of
petroleum ptircliasing cooperatives in Kansas for 1946 was 369;
average volujae of business was ;;:ol20,159.





Table 1. Tv/elve Kansas cooperativo petroleum purchasing
lations according to size of neubership

L _ag volvjoe of business and value of total
assets, 1943-1949.1

Association : liunber of : Voluiio of i Value of
nuraber !! members i

*
<

1 business !5 total assets

1 214 95,664 54,830

2 248 81,874 66,538

5 292 81,894 66,000

4 314 58,751 27,410

5 314 65,000 40,669

6 550 150,000 53,607

7 367 50,000 26,518

8 420 119,419 63,064

9 475 114,455 70,433

10 496 147,962 70,180

11 500 227,284 132,112

12 570 161,000 43,970

Inforntation obtained by personal interview.



The effect of meiabersMp policies over a period of tine was

considered to be reflected by the per cent of business (patron-

age) tliet ineribers z^ve their association during a year* To

obtain a degree of patrona^-e by nenbers, niaaagers were asked to

estirdate an individual per cent of patronage for a sa:nple ::roup

of nenbers for the year 1949»1 This V7as considered the i^enbers

annual business as a per cent of total business possible—100

per cent. The sa.ie sample was taken of inactive nenbers in tj>e

trade territory. Arithraetic averages were computed for eacli

saraple to obtain an "average per cent of patronage" for each

association. Associations were f rovi^ed by their averages to

cojiipare factors considered to affect Member patronage. Table 2

shows the associations grouped in intervals of 15 per cent with

Table 2, Classification of 12 Kansas cooperative petroleum
purchasing associations according to average pep
cent of patronage 1943-49.

'" " '--^ cent of:
:ronage :

ITunber
associa

of
tion

i^^ange of
percentages
in r^oups

•
•

:Average per cent
tin groups
•
«

Less t'lan 30.0 0.0 0.0

30.0 to 44.9 2 33,0—39.9 39.0

45.0 to 59.9 3 52.2—56.6 53.9

60.0 to 74.9 4 61.5--65.4 63.0

75.0 to 39.9 3 80.7—86,4 84.1

More tlian 90.0 0.0 0.0

•^ ".0 was
for no . J hip Ic

12 per
ss thar

cent
1 300

of IV

•

lombersMp over 300 , 20 per cent
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the range and average percentage for each group.

Questions were prepared to obtain inforiiatlon regarding

membership policies. Those questions were supplemented by

aanacers* description to deternine their extent and use. Poli-

cies affectinjj membership T/ero TOuped under the following

general divisions: (1) [-oneral inforraation policies; (2) in-

direct Infomation considering directors and einployee policies;

(3) meriber participation; (4) youth nctivlties. To measure the

effect of merabersliip policies, associations were r;rouped by the

per cent of neabers in the trade territory who were esti.iated to

trad© 100 per cent. This i:ieasure seeraed to be tlie best indi-

cation of the de{p:'ee of neribership loyalty that should result

from effective laenborship policies. The "average per cent of

patronage" was also considered as a ijeasuj?e, Ilo-c/ever, it was

felt that it vms influenced, to a great degree, by factors other

than those that would develop i*eal ncEiber loyalty.

Little atteiapt was made to quantify the data due to the

subjective nattire of the problem. Data relating to memberslilp

policies T/ere obtained by case study, Opi:iions of the writer

were necessary to doter;-aine the effective use of such policies

by individual cooperatives over a period of tiiae. Descriptive

tables were tlie primary device used for comparison of policies

of individual associations or groups of associations, Tiie poll-

cies of groups of associations were conpared by t>ie use of "yes"

and "no" tables that indicated the nuiaber of associations in

each group that follov/ed certain policies.
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Liraitations of Study

The data considered in this study were li:;iited by several

factors: (1) the extent and use of policies considered to

develop a loyal nenborship wore difficult to deterroine; (2)

accuracy of ostinRtes by laanagers of the degree of patronage of

meiabors was li~iitod to their Iniowledge of menbcrs requirements

for the merchandise har.dled by ti-e cooperative; (3) factors

other than loyalty of member may affect, to some degree, tliB

iaember8» decision to give the association 100 per cent r)Gtronane.

It was considered t lat a survey of luenberslilp to uuternine

the knowledge and attitudes of members would provide important

supplementary information for the study. However, such infor-

i:3ation wo\2ld require a personal survey to be effective. The

tlrae and cost involved in securinc that inforiiiation Eiade its

eliraination necessary at this time.

Some associations, originally considered for study, wore

eliminated because infoniation given was considered imreliable.

Realizing tlie limitations present it was believed tliat data were

sufficiently accurate to provide the general information neces-

sary for the study,

REYIi?^/ OF LITERATUHE

-^^^ -^r..>v,iea of memberslxip relations has long been recog-

nized as i..ipoptant to the success of cooperative organizations.
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Much literature, dealing with the principles uoon wliich coop-

eratives -Erere founded, lies enpliasized and outlined the problem.

Other literature, treating special probler;is of organization and

operation, has noted effects of ciembership policies.

Only in recent years have special studies been roade and

research conducted on special problems in inonbership relations,

Sonc of those studies have been sunciiaries of policies affecting

membership and others liave surveyed cooperative laenbers and

farm groups to deternine their knowledge of cooperatives and

opinions and attitudes toward them,

Jones (6) outlined the laerabersiiip relations probleia and

er,iphasizGd the necessity of developing local leaderslilp and

creating witliin the nenbcrsiiip a feeling of owiaership and re-

sponsibility for the organization. lie stated that—first, the

attitude of managers and directors toward the i!»r:ibera and con-

structive nenborsliip policies are inportant in building up

satisfactory nenbership relation; second, two stages of organ-

ization exist in a cooperative—that of obtaining an adequate

inonbership and the organization of the j:aeiiibers to participate

in tiie ousiness; tloird, that real interest and lo3ralty of nembers

liave been developed by active participation in the affairs of

the association,

Jesness (5) in early writings on cooperatives developed the

iriportance of the laenxbership problem as distinct from that of

tiie ordinary business corporation which depended upon its stock-

holders only for capital. Tie stated that lack of loyalty a:.iong
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nenbers of cooperatives lias been <Hie of the most frequent causes

of their failure, "'ithout loyalty, conpetitors may te.iporarily

create undue co-ipetition unfavorable and disastrous to cooper-

atives,

BaeOcen and Scliaars (2), in a general discussion of nesiber-

shlp relations, stated that the motivating factor for partic-

ipation in cooperative enterprise is primarily economic. There-

fore, effective rieans of disseninating cooperative ideas iiust

normally bo developed to reach nedium and low income groups.

They listed effoct.ive iiethods in order of iriportance as: (a)

demonstration or cxa::iple—actual participation; (b) use of the

spoken word; (c) use of Eiecimnical means such as printed matter

and radio,

Bxorley (3), in a study of a consumers cooperative association

in Golurabus, Olilo with a raenborship of 963, found: (a) that

approxiiioatoly one-half of the buying laenbership accounted for

more than 30 per cent of the total volune; (b) that in a sanple

study of reasons for joining the cooperative that over 70 per

cent of those oaking annual purchases of over ':150,00 jo5.ned

because they believed in the cooperative forra of business.

Stern and Doran (3), in a survey of 1350 Pennsylvania

fanners in 1946 to deterioine famer support of cooperatives,

foiond: (a) that the use farinors nade of the cooperative had a

direct relationship to the number of organizations to which they

belonged and the degree to which they lad participated in

association affairs (neetings attended, organizing cooperatives.
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holding office, voting on policies); (b) tliat laiowledge of and

favorable attitudes tov/ard cooperatives bore a close rolation-

smp to t}ae muiber of meetings attended; (c) that in the total

S'orvey only a si.iall per cent of cooperative inenbers considered

raeeting and personal contact with Oiaployees as the most inportant

sources of i^afor-aatlon, indicating a werJcness in infomation

programs; (d) that most favorable Iciowledgo of and attitudes

toward cooperatives were found in groups of medium and higher

education levels and aT-ong those operating family sized farms.

Anderson and Sanderson (1) consolidated tliree studies -nade

of r.ienbership of faru cooperative organizations in the state of

New York between 1935 and 1943, Tiiroe of those organizations

were centralized marketing and purchasing organizations and five

were local type organizations. In tliose studies it was found

generally that the length of farin service, degree of education,

degree of fann ownersMp, length of oenbership, and nmnber of

cooperative organizations to which cienbers belonged tended to

have a direct relationship to favorable attitudes, loyalty and

imowledge. Those w ^ ^o tended aoetings and participated in the

affairs of the association were found to be nost loyal with

best attitudes, and in turn promoted the organizations to others.

However, only a siijall per cent of meijbers Indicated raeetings as

their best source of cooperative infonaation. General conclusions

wore: (a) that those who had participated chiefly for price

and short tlitie benefits were poor and vmreliable aembors; (b)

that neetings and personal contact were the nost effective
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methods of pronotiiag aeiabership loyalty; (c) that inflintainence

of effective nembcrship p2»ograms becone more difficult as

distance between laember and management increased.

Other literature cited here dealing with the membership

relations problen has not been based upon active research. It

has considered, nrinarily, methods and procedures that are part

of an effective liiembersliip policy.

Larson (7) classed infonaation for an effective raenbership

progpan as: (a) inforaation to oerabers from the cooperative to

include voltane, margins, expenses, savings, and outlook; (b)

infornation to the cooperative from the nDmbor including services,

products, and policies dosi2:*ed with opinions rer^arding operation

of the organization. Information methods considered were: (a)

those by personal contact through meetings, employees, directors,

jaeaber groups, and by interviews; (b) tliose tlarough printed in-

formation by reports, pamphlets, nev/sletters, and newspapers*

Hyre (4) outlined procedures for conducting a successful

annual meeting, a very important factor in any meraborsMp pro-

gram. Ke had expressed the essentials of a successful r:ieeting

as: (a) careful advanced planning of attendance, arrangements,

program, and staging the meeting; (b) getting the members to

help plan and assist in executing plans for the meeting. He

considered successful annual meetings one of the most effective

methods of creating and maintaining member interest.
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FACTORS APFEGTING d PATROIIAGE

The "Average Per cent of Patronage" conputed for each

association in the study considered conditions that affected

ne^nbcr^s trade with each cooperative over a neriod of tiiae. In-

active raeiibers in the territory v/ere considered in each average

as well as those who were active to sorae degree. Each meiubcr,

in Liaking a decision regarding the aiaount of business he would

give his cooperative, was influenced by certain factors. Many

have been influenced by the service given and convenience and

adequacy of facilities. Others have felt that the cooperative

offered a financial benefit evidenced by a patronage ref^und.

T'le payment or failure to pay it in cash affected patronage. A

certain per cent of t le /aCLibers felt that the cooperative was

their organization. Their patronage was liigh regardless of

other factors. Any of these or other factors, 3iave been con-

sidered effective in developing a Mgh per cent of patronage*

Table 3 indicates those factors.

Service and Facilities

Service with location, attractiveness and adequacy of

facilities iiave been important factors in the success of any

business organization. Failure to give service equal to that

of competing organizations has affected the progress of many

cooperatives, \7ell located and efficient plant and equipment
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have helped to build pride in the organization. However, these

factors alone cannot assiire success to cooperative business

since it is very probable that competing organizations would

develop facilities end extend service that is coiparable.

Cooperatives, in this stud^r, tliat Maintained higher patron-

age were fomid, in general, to offer better service and maintain

better facilities than those with lower patronage.

Refund Policies

Stress lias been placed upon the advantage of the cooperative

organization in financial benefit to its aembcrs. To nany tiiis

has meant innediate gain in reduced price on purchases or cash

payaent of a patronage refund. Many cooperatives through

periods of successful operation iaave placed a major eiip'iasis

upon cash savings as a neans of maintaining the patronage of

nenbers.

It seeias evident tliat the raenber patronage of cooperatives

In tliis study was affected by the decision to pay cash or to

defer refunds. Table 3 shows associations in order of the

"average per cent of patronage". A conparison of associations

four and six that paid cash refunds, with other associations in

their respective groups that deferred refunds, sliowed tliat those

two associations had a larger per cent of laerobcrs who traded

from 00 per cent to 100 per cent although the service and facil-

ities were no better and sonetimes were of a poorer quality.
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Association 12, In Group 4, since its organization, laade a

practice of paying semi-annual cash refunds on pxirchases, A

high per cent of aeiaber patronage had been maintained by the

association. Those associations tliat deferred sovin^s to fi-

nance operations, without the existence of a loyal rnenbershlp,

tended to experience loss of patronage. This, no doubt, affected

menbership of the associations in Group 1, It laay be noted tliat

both these associations had a large number of inactive r^eiabers*

The wealcnoss of a cash refund policy as tlie aain incentive

for noinber patronage was illustrated by Association 5, This

association refunded savings to r:r!embers in cash until 1946* At

that time piu-chase of improved facilities at a bettor location

nade it necessary for savings to be deferred. This action re-

sulted in the loss of patronage of over one half of its nenbers.

Later noro effective methods of developing raenber patronage were

adoDted, Those policies improved loyalty of its raOLibershlp and

regained many of its original merabers. This was one exanple, of

many that might be cited, in which desire of laoiabersliip for

izfltnediate financial gains Iiave liiiiited cooperatives in carrying

on programs that would eventually increase the benefits to

inenbers. In the absence of a well infoKued and responsible

rfflnbership, casli refund policies offer no guarantee of loyalty

in the event of adverse conditions.

Membership Loyalty

All cooperatives liavc soiiis members irtio, through their
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belief in the cooperative type business and a sense of owner-

sliip and responsibility, may be expected to give full patronage

to their organization. An objective aeasureiaent of this type

ineraber is difficult to find. Close observation and association

with individual nerabors, comparison of patronage over a number

of good and bad years, or regularity of participaticax in affairs

and business of tlie association by attendance at riieetings woxild

make it possible to determino the extent of corapletely loyal

laeabers for an association.

The annual meeting was tlie only opportunity for cieribers of

the coo-*3erative associations in the study to participate in

cooperative affairs, Tlie per cent of raeabers attending annual

meetings shown in Table 3 indicates a variation in attendance

within patronage groups with a tendency for attendance to be

greater in those associations with better laeraber patronage. A

comparison of aeetlng attendance with the per cent of 100 per

cent patrons shows that in aost associations those that attended

meetings were a aajor portion of 100 pei» cent patrons. VJith

the exception of Associations o and 7 no special effoii; was

Eiade to develop large attendance. Local conditions in some cases

may have affected meeting attendance. The number of 100 per

cent patrons shown was no doubt affected by factors other than

complete menber loyalty. However, it seems reasonable to ass'osie

that both measures do give some indication of the loyalty of

Members*
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IInTORIIATION lETHODS AHD MEI^CBEHSHIP xRELATIOHS

Knowledge of the cooperative organization, its purpose,

policies, and organization has been considered the key to suc-

dessfial rK)mbership relations. Such Icnov/lodge develops interest

and a desire to participate In the affairs of the association.

Stern and Doran in a study of cooperatives in the state of

Pennsylvania foiond that a direct relationship existed between

i!H3nbers knowledge of their cooperatives and tlieir favorable

attitude toward cooperatives.^

Infornation policies should provide a continuous inter-

cliange of information between the cooperative organization and

Its members. They roust be effective in developing new nonbcr-

sMp and maintaining the active interest of old nerabers. They

xaust provide nanagerient with inforiiation concerning the needs,

desires and opinions of tlie nienbers.

General Information Llethods

Pew definite policies were found among trie associations

studied outlining procedures or raethods of providing infornation.

Homally, the prevailing practices depended upon the laanageaent

and as a result clianged as managers changed in the organizations.

Directors made little effort to set meinbership policies that

a
J. K. Stern and "T. P. Doran, Farners Support of Cooper-

tives, -0. 34 and p. 41.
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would be pernanent in neture. In general, information nethods

were limited to annual neotings, naanagement and employee contact,

a cooperative newspaper published by a regional purchasing

cooperative, and the occasional advertising of products • Hone

of the associations held additional neriber meetings for education,

business, or social function; held special campaigns for per-

sonal contact of laeiribership (menbership and trade drives, in-

forraation roundups); or sent local newsletters to i7ie;nbors and

patrons. Table 4 compares the use of infoiraation policies by

associations grouped according to per cent of nembers giving

100 per cent patronage.

Personal Contact , Personal contacts with new patrons to

acquaint them with the purpose, organization, and advantage of

cooperatives was considered b:- the writer to be important in

developing member loyalty. All organizations except one allowed

individuals to earn nemberships from savings. Unless initial

contacts were made, laany individuals becaia© laeribers automatically

without acquiring any knowledge of the cooperative organization.

All associations in Group 3, and tliree associations in Group 2

made such contacts conpared to only one of the four associ-

ations in Group 1, the low patronage group. One association in

each group required a payraent or a written application as a pre-

requisite to Eiembership. Ilanagera who used this method felt

that it provided one of the best opportunities to build their

raembership.

Annual Ileetinr.s . Annual neetings are required by the by-
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Table 4» Coinparison of general laeiiabersliip inforraation policies
of 12 Kansas cooperative petroleum purchas3ing 1assocl-
ations £p?o'apou by the per cent ol' nenibers that trade
100 per cent#^

Policies !

Associa-Dions
: G-r 0-:i-0 1 : 'rVoup 2 : Group ^
1 0.0 .5 ': i30.

: yes
0-39.9 :

: no :

40.
yes

0-G
•

6.0
no! "OS •

• no

Direct Contact
1. Is Iiistory, purpose, and

advantage of assn# explained
to new patrons. 1 4 3 1 3

2. Are applications, or payments
for menberslxip required of
new patrons. 1 4 1 5 1 2

3. Are menber raeetings, other
tlian annual meetings held. 5 4 3

4. Are canpalrrns held to contact
all riembors for any purpose. 5 4 3

Amiual "Jeetinfts

1. Is co;:iplote inforraation on
operations and financial
condition presented to
ae:;ibers • 1 4 3 1 3

2. Are business and financial
reports presented by charts.
graphs, etc. 1 4 2 2 2 1

3. Ai»e plans, policies, and
projects discussed with
meiabors • 1 4 2 2 2 1

4. Is {-eneral educational in-
forraation presented
(speaker, filns). 2 3 3 1 2 1

5. Per cent of laei.ibers who
attended an:iual neeting

less tlian 25 poi* cent
25 to 50 per cent
nore than 50 per cent

4

1

3
1

1
2

Pr.

IT
Lnted " ' 'als
Ai'e E nts civen all
laembers of their annual
patronage and savings. 3 1 4 2 1

2. Are annual reports -dven
to all laenbers. 5 1 3 3

3. Do ' I's receive a
coo^ ..ivo newspaper 5 4 2 1

4. Are local news-letters
sent to ineinbers. 5 4 3

'•Inrornation obtained by personal interview.

1
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laws of all cooperative associations. They provide one of tlie

best opportxmities for rianagenent to effectively present in-

formation to members. In his sxammary of the effectiveness of

the annual roeeting Ilyrel stated:

Tlie annual meeting affords an opportun'ty for
the officers of an association to sit down v/itla the

' iber-patrons and discuss with tlieia the affairs of
u c association—its airos, purposes, objectives, and
accoroplislxnents. It affords the nieiabors a chance to
ask questions and make suggeEtions, It provides
r.ianagenent the occasion to explain and discuss oper-
ating policies and to sound out the reaction of the
menbers» :,'.ost iraportant it gives nanagerient an
opportunity to instill more fir-nly in the irdnds of
each nenber the thought that this is lay association.
I sliare in its o?mership and control. It is being
operated for my benefit. I have a direct responsi-
bility for its control.

Stern and Doran found that uenbers Imowledge of cooperatives

varied directly with tloe nunber of raeetlngs attended and that

those members attending three or laore meetings had a much better

knowledge tlian those attending two or less»2 I'Ms indicates

the importance of restating ir^portant general information at

successive meetings. They found also t-aat, wliile member meeting

provided the most effective means of increasing knowledge of

members, over 78 per cent of the members liad never attended an

annual meeting.

The effectiveness of the annual meeting in providing in-

foiniiation to mei:ibers and laanagement are governed by two factors:

^i?rench M. Ilyre, I.Iakinp; the Host of Your Annual Ileetinf;^
p. 1.

2
Stern and Doran, op . cit., p. 17-13.
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(1) the nijnber of raembers who attend meetings; (2) the effective-

ness of inforraation f^iven in developing the raenbers interest and

discussion, TiiLs niust consider coaplete infomation needed by

raembers presented in such a way that it will be understood. It

see:ns entirely possible that a small raenber neetln.n; might develop

a flow of information froa r.iember to noribor if it is effectively

planned and executed. Ilyre stated that the secret of developing

an effective a:mual lixeetin- consists of carefiil planning of

details far in advance to develop four (4) essentials i (1)

adequate and proper necting facilities; (2) a stiimilatlng and

well balanced prograra; (3) a large representative attendance

(4) membership participation,^

The actual effectiveness of tlie annual meeting in the cooper-

atives studied was difficult to determine. In general, the per

cent of nenbers who attended meetings was low. The per cent of

nenbers wlio attended moetings tended to bo higher in those

associations with Mgh patronage as ixidicated by tl:ie group

averages shown in Table 4* One association shown In Group 1,

raentioiied in a previous noction, liad developed a large attend-

ance to explain new operating and financial policies. It was

generally felt that a large per cent of meinbers who were loyal

patrons in successful associations failed to attend r:2eetings«

Pew of the associations had realized the iriportanco of

advanced planning to the success of their iiwetings, IToriaally

no planning was started over a month in advance of actual dates

-'•nyre, op, cit ., p, 5,
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of raeetlng and only ono notice was sent to aenbers about 10

dajrs before neetin;:. '^"hls was a fOKnal notice of tirie and place

with necessary infopLiation of legal business to be contracted.

Naturally, in absence of advanced plans little infornation co;ild

be given cozicerning the program, entertain:nent, or speakers to

encourage better attendance.

Associations with liigher patronage normally attcripted to

give complete inforxnation on the operations and financial con-

dition of the association. Such infonaation varied among asso-

ciations. It was Jud.'^ed by completeness in presenting main

points in financial I'cports, coiiiparisons V7ith other periods and

description of the operations during the period, Sonie associ-

ations made it a practice to present income, ex!^>ense, and savings

as a per cent of total sales and to emphasize me:;Tber ownership

of the association,

A few associations used prepared charts and g^caplis or a

blackboard to assist in presenting inforraation, others passed

out copies of annual reports containing the operating and fi-

nancial statement. For over lialf of the associations infor^nation

was presented to the members by reading a prepared audit report.

The iriportance of discussing operating policies and new

plans and projects was not realizsed by many of the associations.

As shown in Table 4, the higher patronage groups i;iade it a

practice to discuss new policies and changes in old policy with

members as '.7ell as proposed improvement, buildings, or change in

equipment. One organization in Group 3 did not make a practice
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of presenting policies or encotiraglng discussion. Other associ-

ations in :'rroup 3 stated that they liad excellent discvissions at

i-iieetlngs»

The laajority of associations presented soi;ie inforr:iation of

general educational natiore using a spealcer, fil:is, or display*

All except one of the associations vere ii«3].iber3 of a cooperative

wholesale organization whose field representatives attended

their laoetint^s and aided in securing films and display material.

Pew associations made special effort to encourage large

attendance at rneetings hj advertising, ST)ocial notices of pro-

gran, speakers, or ontertainEiont* Peisr associations started to

plan rjeetings over a month in advance of meeting date. Legal

notices, indicating the tine and piece of nectin'-, v/ere normally

sent from 10 days to tV70 v;eeks in advance.

It would be difficult to estiiaate the effectiveness of tlie

annual meetings of these associations. Table 3 showed tiiat

those cooperatives, in lilglier patronage groups, on the average

had a greater percent of attendance by aembcrs. Those associ-

ations tended to develop bettor programs and discussions by

Kisrabors, The low laeeting attendance of all associations

presents the question of the annual ineeting's effectiveness in

iinproving loyalty of i^mbersMp, Table 3 shows thao vaceting

attendance exceeded the mxnbor of members ostiroated to be

completely loyal (100 per cent) in only two cases. Those two

were associations that iiad londertaken special prograjus to re-

build nembership and volxic© from past low levels. In the
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absence of special efforts to secure attendance, generally only

tlie most loyal merabers attended neetings. Considering this, the

annual neeting would tend -co increase laenber loyalty only to tlie

extent of Inforcial discussion aiaons norabers* That, in turn,

would depend upon the effectiveness of raeeting prograa in de-

veloping interest. In some cases neetings would be considered

of questiojiable effectiveness in laaintaining loyalty without

the assistance of sone other neans of information.

Printed :iatorials > Written information, in the form of

nefirspapers, letters and statenonts provide a rieans of supple-

menting other nethods of transmitting information to iienbors.

The disadvantage of this type inforj:iation to nanagoiiient of local

cooperatives is the aiaount of tii^ necessary for its preparation

and jnailing. The effectiveness of such information is often

questionable since a largo volume of printed oatter is received

by individuals. In surveys of cooperntive r^sembers nade in both

Pennsylvania and Mew York printed raaterial was considered the

aost frequent source of information for a large per cent of

neribers, but tests indicated that it was not as effective in

developing knowledge and favorable attitudes as i:»etings and

direct contact nethods*^*^

For local infomation, nev;sletters, annual reports of

operations and financial condition, and statenents of the inenber

'Stern and Doran, o^. cit », p. IS,
^Anderson and Sanderson, Ilenbersliip Relations in Farrier

Cooperatives , p. 13-19.
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patronaf^e and eamod savings (in lieu of cash payments) were

considered practical for use. Tlie last two in particular,

accompanied by letters to the mezubers, coiild be used to iiapress

upon aenbers the feeling of cooperative ownership. Otiior liter-

ature and material, advertising or explaining the products and

services of the local orgaiaization have been used effectively.

Printed information to give general cooperative information con-

sidered were newspapers, bulletins, books, etc. prepared to

eagjlain the general purpose, objectives, and give current infop-

mation on cooperatives.

As previously stated local newsletters were not used and

all oi'ganizations except one furnished all patrons a cooperative

newspaper published by their cooperative wholesale. Ho attenpt

was made to neastire the effectiveness of this newspaper. Soiae

consents were roade by laanagers who felt it an excellent laeans

of furnisiiing laeribers and patrons cooperative and product infor-

mation. Corfiients were often made by laeiabers regarding news

articles and advertising published. C^e iaanager aslced at an

annual neeting the number of regular readers and foimd it to b©

approxixiately one third.

Table 4 shows that in nearly all associations members and

patrons were sent soine statement of their annual business and

savings. Tlie one exception in the high patronage group was an

association that paid cash refunds fron cxirrent savings. This

practice presented an opportunity to send a letter to laenbers

sumriarising the years business. However, few organizations sent
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laore than a notice.

Only two of t le associations sent annual reports to all

laerabers. Two others prepared annual statements to hand out at

meetings and diirin?; co-'jrse of business but nade no special effort

to send the:a to all uerabers.

Indirect Infor:aation Llet'aods

Indirect nethods rere considered those relating priiJiarlly

to directors and emplo^'ecs, .. - acted as a source of direct

rAember information. It is usually considered that the directors'

and enployees' policy is directed tov/ard nore efficient financial

and merchandise operations, but they also pro\'ide a valuable

rjeans of exchanging Informatim between laerobers and raana^^erient.

Director's Policies . Directors represent the ii^Hbership

of an association as their electcu .nile<;ate and as such should

deterraine the general policies. Since the cooperative is a

democratic organization it should be expected that directors

realise the needs of iierabers and deteriaine general policy to

fit those needs. Close contact with the management and oper-

ations of the organization should make the director a valixable

source of information for the niember owners that lie represents.

This section considers the effectiveness of directors'

policy in developing effective member information. Those poli-

cies are shown in Table 5 with their use in associations of

different (^oups. It considers the type and regularity of in-
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Table 5, Conparison of indirect neiibersliip inforriatlon policies
of 12 petroloura pTorciaasing associations grouped by the
per cent of ir^ribers that trade 100 per ceat*^

Policies

•
•

•
•

•
•

Associations
LULajIl

Group 1
0.0-13.9
yes : no

: ":rouT) 2 : ."rPOUP 3
: 20.0-30.9 :

: :-es : no :

40.0-60,0
yes : no

2,

5.

4.

5.

e.

7.

Directors' policy
1, Are directors olccted to

represent districts in the
territory.
Are directors i-xoetings 'icld
at least quarterly.
Are directors furnished
conplete information on
operations and financial
condition.
Are directors active in
forcing general plans and
policies.
Are directors furnished
special infor..iation concern-
in" coope atives.
Do "directors attend or
participate in laeetings of
other cooperatives (regional,
federations, education).
Do directors actively promote
the organization by raember
I'iOetings or working with
other £;roups.

E::iployee Policy
1. Are e.iployees noetin^s held

regularly for any purpose
(discuss operations, educa-
tion, social)
Are enployoos provided with
and encouraged to use infor-
Eiation concerning operations,
and purpose of cooperatives.
Have employees attended special
training schools.
Are salaries for ot'ier tlian
comiissioned personnel based
upon a standard salary scale.
Are employees ever paid a
bonus.
Employee benefits provided!

Retirement
Vacation

2.

3.

4.

5.

6.

o

4

4

4

3

4

1

1

1

1

2

3

3

2

3

2

1

2

1

1

2

1

4 1 4 2 1

2 3 1 3 3

5 1 3 3

5 1 5 3

5 4 3
4 1 3 1 3
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1

Table 5 (concl.).

7. DO einployees liave a ::-ood

loiowledge of the cooperative, 2 3
8« Do euployees attend Meetings

of otlier cooperatives. 2 3

o

4

1

2

.

'"

Associations
Policies ! Grouo 1 ^ O . 3

; 0.0-19.9 : ; . - :9.9 : 4' ,

: yes : no : yes :

.0
I yes : no no

1

^InforIllation obtained by personal interview.
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fornation furnished directors, tiieir activity and responsibility

in deternining policies, and their organized activity in passing

inl'onaotion to raeiabor groups.

Directors in all cases were noninated and elected at annual

meeting, nominating c(»niiittees were not used to supplenent

meeting nominations. Failure of many cooperatives to develop

leadership resulted in many directors serving long periods. In

most instances, as shown in Table 5, directors were elected to

represent districts in the trade territory. This was not a set

policy, but a practice by those associations.

In all associations except one, directors met st least

quarterly—many met monthly. This iticeting policy Indicates

nothing imless directors were fiimished information by which

tliey might make necessary decisions. Information was Incomplete

in lower patronage associations, varying in middle group. Good

information was norrnally given in the highest group. A closely

related question concerning the activity of directors in forming

general policies did not show as close a relationship. It was

found to be a tendency in the cooperatives studied for directors

to pass the responsibility for general policy to manager^ient.

Efforts were made In those cooperatives with greater number of

100 per cent members to provide directors with special infor*-

matlon concerning cooperatives activity. In most cases the

cooperatives* wiiolosale furnished a service of special literature

to the president and secretary of the board of directors. :ian^

agers often supplemented this with special bulletins. All
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directors were not active in their attendance and participation

in outside cooperative) nee t. ........ It was indicated as a reneral

practice in sosie associations that one or nore directors attended

other neetings each year and t'nat the irmjority of directors had

attei-ided such meetings over a ,,'^j.--;.uw. of tine.

Ho cases were foirnd in which directors lield fornal meetings

or discussions with raeabers or interested groups to orovide in-

forriation. This was rather natural since directors were fariers

operating their own farE business who were norrially hesitant in

addressiiig a group. C'lien coo«^ inforriation has been provided to

directors and they are actively interested in the cooperative

they have aided in providing inforraation to fellow Eiembers*

T^ployee Policies . 'Cnployeos who are efficient, understand

the organization, and uotaod of operation are one of the best

means of providing inforr.iation. They are in daily contact with

luembers and by personal contact can provide a laost effectivo

r.ieans of exchanging inforraation between menbers and nanagement.

r.lany cooperatives Iiave initiated prograiis to keep enployees

inforried regarding the ,j :.^j^^:j^s and policies of their organisa-

tions by aeans of enployee neetings, annual and regular meetings,

by providing them house organs and periodicals, annual and

periodic business reports, toux's, study clubs and discussions.

1

It has been considered that employees can aid in building

good aeriber relations by giving efficient service, inproving

R. G. Beers, "Personnel Ilanagenent in Farraer CooTDcratives",
Farn Cred . Ada. Cir . C-123, Kansas City, Mo., p. 16-17.
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Eiember*s infornation and laxowledge concoming their cooperative,

and providing rianageraent with valuable information concerning

needs and opinions of ineiabers. Many f^eneral Membership policies

discussed previously, depend upon eiaployeos for their effective

execution,

Eiaployee-aanagoasnt meetings held to discuss business,

policy, or piorpose of the cooperative give employees adequate

infornation and develop a feeling of being a part of the organiza-

tion* As shown in Table 5, enployee raeetings were not used

consistently in nany organizations, roias managers who did not

hold regular meetings of employees stated onployees were given

that type of infornation through daily contacts, No special

practices Iiad been developed to provide eraolo-rees with liter-

ature giving general cooperative infor3:iation except that provided

by cooperative newspapers. In aost cases inforination was pro-

vided tliera on products handled. Key personnel (tankwagon,

station laanagers) in raost organizations had attended meetings

of their cooperative wholesale as well as training schools.

Such personnel was found to liave a good laaowledge of coopera-

tives and were felt to account for better raeraber patronage in

many organizations, Tlie use of standard salary scales, incentives

in form of bonus, paid vacations seemed to be related to high

member patronage. The most important relationship was inform

uffltion of the coopoi'ative.

The development of policies to increase Icnowledge, interest

and efficienc7/- of employees is practical laeans of increasing
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both efficiency of operations and loyalty of laenbers. In the

associations studied it is believed that the gonoral mer.iber

policies followed and the efficiency of managers and other

einployees in executing thera would show a close relationsliip to

the degree of nenbersh.ip loyalty.

mMBER PARTICIPATIOH AND BEIlBEHSillP riEL/iTIOHS

The degree to wixLch raembers participate in the affairs of

their cooperatives has been found closely related to favorable

Icnowledge and attitudes tov/ard cooperatives and to the degree

of member loyalty in the long run. Studies of aeaborship of

cooperatives in Pennsylvania foiaid tlaat a direct relationsliip

existed between the nuraber of laeiubers who purchased 80 to 100

per cent of their supplies cooperatively and participation in

cooperative activity as lielping to organize, serving as an

officer, attendiiog ideetings, and voting on policies.^ It is

generally felt that the degree to which raembers are given an

opportunity to participate in responsible positions will deter-

laine their loyalty and interest* Other methods have been used

effectively by cooperatives such as nenber coiaraittees to work

with directors and manageiaent to help on policies, education

and information, social affairs or special cocnriittees to help

to plan and arrange annual meetings. Participation in social

Stern and Doran, on, cit ,
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and study groups gives laenbers a feeling of co-ownersiiip of

the cooperative and develops leadership. Ilenbers night be

effective in assisting management in development of an inter-

esting local newsletter. Active participation of rienbors, in

addition to building loyal monbGrship, servos to provide inanage-

nent with Information concerning the needs and wishes of tlie

aeiabers.

Member participation in the cooperatives in the study was

liiuited generally to annual meetings. Effective participation

by those attending annual iTieetings was their opportimity to vote

on officers and discuss affairs and policies of their associa-

tion. Attendance and opporttinity for participation were dis-

cussed in a previous section.

YOUTH ACTIVITIES AlTD IIMBERSHIP BSLATICH5S

Jones stated that there were two stages of organization in

a cooperative. The first stage was devoted to enlisting a

morabersMp wliich represents voluias of business adequate to sup-

port the organization but successful cooperation nust depend

upon a second stage—tiiat of mobilizing the nenbership for

participation in the affairs of the association and for lautual

contact between members and management .-^ Cooperative organiz-

ations have become more conscious of the necessity of supple-

•'•J. W. Jones, Membership Relations of Cooperative Associ-
ations, p. 2.

1
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laentinc those stG^cs of organization by developing menbersliip

from succeeding generations as age of the organization increases,

Tals requires prograias to develop an interest and luiucx-staiiding

of cooperatives by yo^ang people who riay use cooperative services.

This problem was stated by one nanager interviewed who said that

their trouble is not uith the old aenbers who understand the

P'orpose of the cooperative, but with the yoting laeabers who think

of it as just another business.

Only one of the cooperatives studied stated that they made

a special effort to explain the history and purpose of the

organization to yoimg farners to induce menbersliip. This was

not an organized program but carried on through individual con-

tact. No work was done with youth groups to promote s:.:>ecial

interest in cooperative activity by developing projects, trips,

and tours of facilities.

SUMriAEY

The success of the 12 Kansas Cooperative Petroleun Pur-

claasing Associations in developing member patronage depended

upon a number of factors. The absolute effect of any of those

factors wore indetorninato. Those factors wb_ich were considered

to affect patronage were: (1) quality of service; (2) location

and adequacy of facilities; (3) method of refunding current

member savings; (4) feeling of ownership and responsibility of

rienbers for the success of their association.
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It was found tliat those associations providing good service

and having well located, cdeqnate facilities tended to have a

greater nusaber of raer^ibers giving 30 to 100 per cent patronage.

This was very evident in comparing tlie group of associations

whose "average per cent of patronage" was over 30 per cent with

lower patronage groups* Within similar patroioago groups those

associations that paid current meriber savings in cash had a

larger relative nmaber of 30 to 100 per cent patrons than

associations that deferred neinber savings.

The per cent of nenbers who attended raeinber ncetinf'S, the

only opportunity to participate in the affairs of the associ-

ation, varied within average patronage groups and was extre;aely

low for soae low patronage associations, .'ith the exception of

two associations that }iad uiade special efforts to increase the

effectiveness of raeetings, attendance increased with the per

cent of raembers trading 100 per cent.

Direct inforzuation methods xised by associations were (1)

personal contact with new patrons to explain the pva?pose, oper-

ations, and advantage of the cooperative association; (2)

coLiplete reports of operation and financial condition in nenber-

sliip laeetings; (3) printed annual repo2:»ts to all niembers; (4)

statenents of patronage and savings of raBmbers; (5) cooperative

newspapers and bulletins. Annual raeiabership ncetinga were often

made ineffective by siiall attendance and inadequate information

given, ?ew associations planned neetings in advance or gave

laembers an opportiinity to participate in planning meetings.
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No laeniber act iv.ities v;ere sponsored other than annual

Tiieetings, llo special cannaigns were conducted to exchange In-

foriTsatlon between meabers and management. The local newsletter,

an excellent iieans of information, was not used to give rienbers

inforr.iation, IJo opportunities v?oro developed for extra laenber

participation such as general or special ccsmnittees, study or

social f'roups. The i;iana/3e:aent of many associations were aware

of the problein of membership turnover but imd not developed a

program to interest yoimg people in their organizations.

Good infoi^noation was r-enerally given to directors at thoip

-.loetings. Their effectiveness in relaying infornation between

neribers and nanageraent was not detornined. They did not hold

formal iieetings of ner.ibers so their effectiveness would be in

infernal discussion with laembers. The tendency prevailed in

some organizations for directors to delegate their function of

general policy naking to raanagenent. This tendency ]ias created

instability,' in financial operations and iiie:3bersliip relations of

cooperatives*

The manager end employees have been the nost iiaportant

raeans of nenber infornation for the associations. The relative

success of associations in developing effect5.ve neiiborsliip

policies have depended upon the interest and imowledge of the

eir^loyees. Pew associations held employee meetings to discuss

operations, for educational or social purposes.

The problera of iiiproving raeabcrsMp relations and patron-

age is affected by local conditions and require detailed study
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by management of each association.

GOlICLUiiiUllS

Ppon the foregoing study the followinr;; conclusions are

dra\7n:

1. Little uniformity exists in the racabersliip policies of

local cooperative associations.

2. The fact tliat laenbersliip and other policies liave de-

ponded upon the action of nanagers and enployees rather than

that of directors and uenbers has been a factor in the in-

stability of many local cooperative associations.

3. quality of service and facilities, financial returns,

and the coaplete loyalty of tienbers nave been important factors

In maintaining raoniber patronage; sole dependence upon any one

of the above factors is not a safe policy.

4. Information provided by personal contacts of directors,

employees and members is the most effective method of providing

information in local associations.

5. Policies tliat develor) the interest and knowledge of

employees (good wages, incentives, information, meetings,

benefits, etc.) iiiprove membersliip relations tlirough better

service and a more effective exchange of inforraation betv;een

membei-'s and management.

6. Contacts with new patrons to explain Iilstory, methods

of operation, and advantage of membersliip provide an excellent



40

opportimity to develop new laeiabership in local cooperatives*

?• '"'ritten Information suc'i nr. ;^eneral cooperative nev/s-

papers, annual stateuents, and individual state; lents shov/ing

the laenbers* patronage and savings are effective in raaintaining

a loyal nenbersliip.

8» Advance planning to provide good infornation and en-

courage meribor discussion of business and financial operations

at the annual iieeting will increase the n^iabers interest and

responsibility,

9» The local association could increase i.ienber participation

in the affairs of the association by using iiienbers corjHittees to

aid directors and loanageraent in developing policies, planning

annual iieetings, and tli© preparation and distribution of news-

letters to merabers*

10, Prograiis to interest the young people of the cozaciunity

in the affairs of the cooperative should be part of t'^e -lieiiber-

sMp progra'-i in order to provide a continuous and stable organiz-

ation*

11. The patronage records of the aeiabers can furnish man-

agement iriportant inforiiiation on the effectiveness of menbership

prograiis by indicating the degree of patronage of the aember-

eiiip#
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