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WHAT ARE

COOPERATIVES?

Are They Relevant?



ÅWho owns the business?

ÅWho controls the 

business?

ÅWho uses the business?

ÅWho gets the profits?

A Type of Business Dependent 

On



Individually Owned Business

One Person

ÅOwns

ÅControls

ÅOperates

ÅBenefits/profits



Partnership

Two or more people

ÅOwn

ÅControl

ÅOperate

ÅShare in risks and 

profit



Corporations

ÅMultiple owners

ÅVariety of goods and 

services

ÅPhysical facilities

ÅState chartered

ÅInvestors

ÅProfits shared among 

investors



Cooperatives Are a Type of 

Corporation

ÅMultiple owners who are user 

members

ÅVariety of goods and services

ÅPhysical facilities

ÅState chartered

ÅMembers are investors

ÅOwned and controlled by members 

who use its services



Cooperatives

ÅAre primarily controlled by a board of 

directors elected by and from members

ÅDerive equity from member owners

ÅOperate for the benefit of member 

owners

ÅAllocate earnings to members based on 

use

ÅEarnings from member business is 

taxed once

ÅHave perpetual existence



Cooperatives Provide

ÅCredit

ÅTransportation

ÅFacilities

ÅRecreational 

Equipment

ÅFood

ÅHousing

ÅHealth care

ÅChild care

ÅWholesale goods 

and supplies

ÅElectricity

ÅTelephone and 

electric services

ÅFarm production 

supplies and service

ÅFarm marketing



Cooperatives Have Unique 

Principles

User - Owner

User - Control

User - Benefit



User-Owner Principle

The people who own and finance the 

cooperative are those who use it.



User-Control Principle

The people who use 

the

cooperative are those

who control the 

cooperative



Members Exercise Control By

ÅVoting at annual and 

membership meetings

ÅElecting Board of 

Directors

ÅMaking decisions on 

major cooperative 

issues



User-Benefit Principle

The cooperativeôs sole purpose

is to provide and distribute

benefits to members on the 

basis of their use



User-Benefits

Market Access

Bargaining 

Power
Reduced Costs

Quality products 

and services

Community

Strength
Economic

Enhancement

Competitive

Yardstick

Political Action



Cooperative Functions

Three Core Functions

ÅMarketing - extend control of 

membersô products through 

processing, distribution, and 

sale

ÅPurchasing - providing 

affordable supplies and goods

ÅService - provide needed 

services



Purchasing Cooperatives

Used by members to gain access to affordable, quality supplies

Functions

ÅRefineries

ÅPlants

ÅFeed mills

ÅWarehouse

ÅManufacture

ÅBuy in bulk

ÅDeliver

Members

ÅProducers

ÅHardware 

stores

ÅIndependent 

grocery stores

ÅFast food 

franchises

Member Benefits

Reduced costs

Volume discounts

Quality control

Increased access



Service Cooperatives

Used by members to gain access to affordable, quality services

Functions

ÅFarm applications

ÅCredit

ÅElectricity

ÅCommunications

ÅInsurance

ÅHealth care

ÅSchooling

ÅHousing

Members

ÅProducers

ÅRural 

residents

ÅUrban 

residents

ÅPublic

Member Benefits

ÅAccess to services

ÅAffordable services

ÅQuality 

ÅIncreased access



Marketing Cooperatives
Assist members to maximize the return they receive

for the goods they produce!

Functions

ÅTransport

ÅProcess

ÅGrade

ÅAdd value

ÅResearch

ÅDistribute

ÅBargain

ÅSell

Member

Products

Agricultural

Forestry

Aquaculture

Horticulture

Crafts

Member Benefits

Extend control

of their products

and realize 

additional

margins



The Cooperative Form of 

Business Is Prevalent
Å 47,000 cooperatives in the United States 

ÅServe 120 million people, 40 percent of 

the population

ÅThere are several types of cooperatives 

serving many sectors

ïAgriculture, childcare, financial sectors, 

energy, food retailing and distribution, health 

care, insurance, housing, purchasing, and 

shared services, telecommunications, etc.




