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What’s in this Module

• What is sustainability
• Benefits and risks of being member of cooperative
• Why and how to elaborate on strategy for cooperatives
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Aim: to understand benefits and risks as a member of a cooperative and 
the importance of strategy

Objectives: By the end of this session you will be able to:

Aims & Objectives

Ø understand benefits and risks of beeing member of cooperative
Ø understand the importance of strategy
Ø elaborate strategy
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Sustainability

the quality of being able to continue over a period of time.
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Benefits and risks of being or not
being member of cooperative

• It is worth to be a member?
• Join a cooperative?
• What is the benefit?
• Cooperative as only solution?
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What are possible benefits?

BENEFITS

Outsourcing

Economy of 
scale

Value 
added

Share value 
and profits

Farmers as 
cooperative 
co-owners

Better
investments

Prepared 
for better 
decisions

Stability of 
partnership

Support for 
local 

community



8

1. Outsourcing

• Co-operative can take part in the purchase of raw 
materials and production sales operations. 

• The farmer will have more time to ensure the production 
process.
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2. Economy of scale

• Co-operatives combine necessary raw material orders 
and product sales for members, 

• Cooperatives become influential players in the market, 
• Obtain more favorable conditions, 
• Help farmers to reduce costs and improve profitability.
• Superior Quality Control Capability
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3. Value added

A cooperative may add value to agricultural products 
by several operations:

•pre-processing
•sorting,
•packaging
•processing
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4. Share value and profits

• Farmer as a member of a cooperative, in the long run, 
receives an increase of share value and part of profits.
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5. Farmers as cooperative co-owners 

• Possibility participate in co-operative management and 
decision-making. 

• Greater impact on processes related to value chain (pre-
processing, processing, marketing etc.) comparing with 
the cooperation of private companies.
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6. Better Investments

• Reduced burden on the farm's finances for less used
machinery and tools

• Cooperative can provide grain drying or specific 
technical services
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7. Prepared for better decisions

• Farmers can socialize, exchange 
experience, acquire information, get
training

• Better decisions and preserve the 
viability of the farm in long term.
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8. Stability of partnership

• The principles of co-operation and the democratic 
involvement of all its members ensure the stability of the 
operation of the company, 

• Better than the dependence on investor-type 
relationships



16

9. Support to local community

True cooperatives support local 
communities by:

•creating jobs;
•buying locally;
• investing in infrastructure
•providing special funds for local development
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Limitations of cooperatives

• Cooperatives in certain phases need more capital, which 
means reduced prices for members;

• Decisions by large number of farmers and my be
delayed;

• Different vision and goals of the cooperative 
management and farmers

• Dependance from member commitment;
• Limited objectives
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Risks

Volatility of market prices

Segmentation of food consumer preferences

Consolidation among agri-food value chain participants

Change in policies and regulations



1. Volatility of market prices

• High volatility in commodity prices, often triggered by variety of factors, 
including weather related events and a rise in protectionist policies. 

• This puts at risk of losing the ability to pay suppliers and fulfill the bank's 
obligations at low price levels



2. Segmentation of food consumer preferences

• Growing demand for higher quality and greater nutritional value is 
indicative 

• Widespread concern for disease, ethical farming practices
• Increasingly important “traceability” of the food supply chain.



3. Consolidation among agri-food value chain 
participants
• Increased competition, 
• Intensified international interdependence, 
• Technological innovations, particularly in biotechnology, are creating 

greater vertical integration and heterogeneity among farmers



4. Change in policies and regulations

• New regulation concerning health and safety, coupled with reduced 
price supports and other subsidies from local governments

• Policy instruments support to farmer cooperatives



How can we provide sustainability?
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Roadmap for new coops

Tool for managemnt work
evaluation

Stability of cooperative

Increased member integration, 
builds trust and loyalty

Strenghten competitiveness

Creating cooperative brand

No leftovers for innovation and
development



1. Development projects

• Major changes in co-operative must be carefully 
planned

• Potential development could be vertical 
integration, geographical expansion, launching 
new services, merger, strategic partnership

• Strategy helps to analyse progress of the project



2. Roadmap for new coops

• Define initial strategy, which have to be revised more often than in
mature cooperatives

• Important because clarify new co-operative goals
• Strategy is a good tool for negotiating with potential co-operative 

members



3. Tool for management work evaluation

• Lends a framework for systematic handling of operational decisions 
• Renumeration system can be adapted according to strategy
• Management performance assessement tool. 



4. Stability of cooperative

The strategy helps the company's management to work with members of 
the cooperative to keep up with long-term development rather than adapt 
to each other's short-term interests.



5. Increased member integration, 
builds trust and loyalty

The strategy can promote the integration and loyalty of members. It is not 
a secret that differences between members of the cooperative are 
increasing, therefore, it is necessary to agree on a common model of 
cooperation and to prevent potential disagreements between members in 
the future.



6. Strenghten competitiveness

The strategy can help to strengthen the competitiveness of the 
cooperative. As competition from private companies grows, cooperatives 
need to find new ways to reduce costs and improve efficiency.



7. Creating cooperative brand

• Different identity and brand building to inform consumers and educate 
them about the value and sustainability of a cooperative product. 

• Create competitive advantage for the cooperative.



8. No leftovers for innovation and
development

To purposefully invest in development, innovation. In the absence of a 
strategy, investments in the future are usually left to the last, if money is 
left over.



How to elaborate strategy?



Strategy is not “iconic relics” but
living document

• Save money and time in future by creating good strategy.  
• Focus on “where you are going” and “how and when you will get there.”  
• Strategy is not static but living document for every day use



Helicopter view of industry

• Make industry analyses 
• Understand five forces underlying competition



Shared Strategic Vision first

• Developing a Shared Strategic Vision Prior to developing a strategic 
plan, members of cooperatives must organize themselves based on a 
central business proposition. 

• However, the origins of the cooperative, the physical constraints of 
product marketing, member attitudes toward changes in the competitive 
environment, and changes in member attitudes toward the central 
business proposition uniquely constrain the strategic planning process in 
cooperatives



Core purpose of the cooperative

• In the process of defining the core purpose, members have an 
opportunity to carefully rethink the importance of cooperative values and 
make sure they reflect the identity of the organization. 

• In a joint effort, mechanisms can then be devised (and revisited on a 
regular basis to allow them to evolve) that will bring the members closer 
to their objectives and reinforce the core purpose of the organization. In 
the context of a strategic framework of cooperatives with diverse 
member interests 



Strategy meet the needs of cooperative
members

• Agricultural cooperatives are the vertical extension of the farm business 
and a strategy must encompass this aspect

• Developing a cooperative strategy requires knowledge of members’ 
needs resources and capabilities. At the same time, members need to 
know about the cooperatives’ future range of activities, in order to plan 
their enterprises. In addition to this, knowledge of the environment of the 
cooperative system is needed by both the cooperative and its members.



Harmonizing members’ interests and the 
cooperative’s interests

• Harmonizing members’ interests and the cooperative’s 
interests is the key to effective capitalization. 

• The core problem of capital formation in cooperatives is the 
inherent conflict between: 
• members’ interests as users or suppliers and 
• their interests as investors



Most important elements of the strategy

Vision
• big picture idea of what you want to 

achieve

Mission
• general statement of how you will 

achieve your vision

Core
Values

• how you will behave during the process



Detailed plan

Strategies/ 
Action
Plans

ObjectivesGoals



ABCD tool

The strategic planning 
process is divided into 
four phases aiming at 
different results: 

ABCD tool
• A: Building the vision
• B: Assessing the

Current reality
• C: Brainstorming

Actions
• D: Prioritisation



Thank you!
Questions?


