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CHAPTER VI
DANISH DAIRY CO-OPERATIVE SYSTEM

From the presentation in the preceding chapters, we ocan
realize a pioture of tho economie naturo of Thai dairy industry ao
a wholes Aov we turn to tho investigation of tbo Danish dairy ooe
operative system in order to achieve tho purpoeeco wmentioned in
Chaptor 1. An additional important reason for aaoh an investiga-
tion is t‘at the Danish systemis a highly developed one and can
serve am a significant rodol for Thai dairy industry in many
respects, In othor words, tho relevant knowlodgo and know-how
acquired from tho System may be eppliod to the ®  olution ef Thai
dairy industry problems. To prove this hypothesis, we vill first
explore the hietorioal baokgroand and economic significance Of the
eyatom and thon analyeea of growth, tronda, and development.

6.1 Historical Background and
Economic Significance

The hietorioal background of tho Danfah oo-operatiro
dairy movement oan bo separated into various stages for oloarer
®  |uoldation, vhioh aro agrarian feforms, credit co-oporatire e [en
tablishment, folk high sehools'role, political crisis, consumers
oo-operative formatiem, grain c¢risis, darying before tbo co~opera-
tive dairy, and tho seientifie oco-operative dairy. Tho characteris-
tio features of caoh stage aro preeontod ehronologicallys

1) Until 1788 Danish agrioculture was oxrganized on a
feudal basis. The farmer dopondod on a ® quiro whe ovnod the land
ha was cultivating and for whom he was obliged to work it. 1) Tho
characteristic foaturoa of tho peasantry were its poverty and its
low level of education. Low, too, was tho level of agricultural

1)1._ Smith-Gordon and C. O'Brien, Co=operation in D!mggk {Man-
chester:t The Cc-operative Union Limited, 1919), pp. 9-10.




99

productivity,becausecithesnploynent of ® HOGLIOI412 nethod. . 1)
However, O (*ioulturol reforme, initisted in 1760 but ® ot uol |7 net
@ ffoctiva wntil tho year 1784, destroyed the feudal system, liderated
thopeasantefremn ® [1X'2[00 2 emdful| 7 develeped f2reeDanish farners
both in sdueation and in landownership, New and detter techniques
of & grieultural production were intredused cnd hitherte wmused land
was oultivated for the first time, Cemsequently, there was O eonsi-
dexradleincreasein® (r:loulturol preduetion, partioularly in that
of thet hen main product, 3:.1:1.2 In sum, the agrarian refomms
llbontod Danish farmers and resulted | N the increase of grain
production in later years.

2) Danish pelicy éftex th, ® bhelitipn of adseriptien was
to ¢ SOOGXO%O farmers 10 purchase! and and to this and ¢ number of
| end eredit ® o0buoo were intreduced by the government 10 grant lon&-
tea lesns €t lov zates Of intexrest to fawxmers. But eredit institu-
ti ONO ¢ stablished for this purposs YoM diseontinued gy g result of
tho ware$ime finanoial orisis of 1807-1818. Later O nov orodit
system, tho Pnool on Logdoohofton, erganized on a co~operative basis
in Germany, wvas studied and proposed by A.F. Bergeoe, a Danish
® 00NnOMIot, te laxrge agricultural meetings| N 1845, where it vas
dinmcussed @ 0ri0aolp. But the intreductien of the ® 70tu was postpo-
ned pending tho adoption of the froo eonstitutien of 1849 vhioh
brought new men to the for.. Thenalov was ® nooted by Danish
Parlisment is 1850 providing for tho establishment of ouoh or odit
: uochtienn) the £irmt 4we Of tho00 wexe sot up shextly e eOd<m 2O
i N Denmaxk and supplied their asabers vith long-tem mortgage eredit
et lov ratoo of inkerest mainly for @ grtoultarol purposes. The
orodit asseeiations gan boot b0 defined dy ® 07in# that ® ooh voo a
sort of oo-oporotivo-typo fizrm of farmer-member borrovers. However,

1) "Pradngers'Associations” (paper fort hO 8 eminar On agricultural
and rural development € Kale, 1962), p. 1.
213143 9.2

. Faber, Seegoarptisn ta Damish Acxioultuzs (entont Lengnens,
Green and Co., 1918), p.l3l.
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both beecauss of the nature of these eoonomio organizations, vorklng
on the basls of speocial legislation, and because of the comparative
freedom Of Damigh farmers from the need for suoh assistance, the
credit oo-operative movement never really made much headway, alth-
ough they were the foundation of the large-scale development of
farmers’ co-operatives for production,l) They were an important
measure in aseisting farmers to be land owners as well,

3) For adult eduecation, the Danish folk High Sehool System,
the legacy of a great national leader, the Post-Bigshop Mikokai
Frederik Severin Grundtvig (17683-1872), was set up as a private
institution to cope with the task of educating the peasants freed
from merfdom. The schools, the first of which wes opened in 1844
in Denmark, aimed not at turning the farmer into a @ aientlst, but
at giving him a general education. Supported by Government grants
from 1851 to moot their expenses,the schools, at first sparingly,
later more liberally, played an Important role in general education
by setting the facts before the farmer, acquainting him with different
opiniona, and showing arguments that could be advanced for and age-
inat the opinions and inkerpretations. They gave the farmer a real
understanding of his problems and enabled and enoouraged him to

becone a responsible citizen. 2)

In so doing, they exerted consider-
able influence, and helped to make the Danish farmer one of the
most enlightened in the vorld.

As regardm their oonneotion vilth agrioultural oo0-operatives
proper, the schools played a large part in creating sooial attitudes:
they showed hov democracy workedj; they prepared the minds of those

attending them for the Idea of voluntary asuooiationa”on the basis

1)Dm:l.ah Agriculture, (Copenhagen: The Danish Agricultural Organisa-
tion. 1964 » pol}o

2)wproducers’ Associations” (paper for the seminar on agricultural
and rural development at Ealg, 1962), pe 3

3”)They Include oo-operative associations as_well.
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of self-government and solidarity) and they provided the education]')

necessary to make demccracy and voluntary association work in prae-
tice. By awakening social awareness, the schools prepared the
ground for the growh of the co-operative novement. |n eonclusion,
the Folk Hgh Sohoolo played a rignifioant part in contributing to
dairy co-operative development.

4) A political crisis involved Danish agrioultural econony:
after the agrarian reforns, agriculture becane mainly organized on
an extensive system. Large areas of land wore devoted to grain
production, the chief gource Of i ncome, while the renai nder was
given to grazing. The factual reasons for these phenonena were
(1) Denmark then possessed the territories of 3ehlesswig and
Hol stein, which were well suited to grain production and the raising
of cattle and (2) she had a ready market for grain and livestook in
Germany. 2} In the naoond half of the nineteenth century, hoverer,
the picture ohenged as a result of the wara between Denmark and
Gernmany in 1848-50 and in 1864. One of the consequences of the
first of these wars was a general deterioration in trading relations
between the two countries, which particularly affected outlets for
Dani sh agricultural produce, A oonsequenoe of the aeoond war was
that Sohl essvigand Holstein were ceded to German States. 3) Thus
Denmark wes deprived mtonly of a large and fertile portion of
her territory but of her market fr agrioultural produce in Cermany;
for the Danas'vitterness prevented them from dealing with the Germans,
while the Germans for their part introduced restrictive regulations
and inposed prohibitive duties on the inport, first of Danish oorn

"Henning Ravnholt, Tine vanigh Coeoperative Mvenent {Copenhagens
bet Dansk Selskab, 1950), p.12.

2)L Smth' GOI’don and C. O'Brien. OEQCIt-' p-ll.

3)Thip Thi pohai net ha, ic. Organizational Manngeri
Nature Of Lanisgh uairy Co-operatives Bangkok: Mr, T. Thipchai-
mentha, 1969), p.8 (NMimeographed).
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ad later of Daotsh livesteek.l) The politicel orists sffected
® (0100l y ageieultural trading relatiens.

In addition, tha {mmediate effect of the 1088 of t ho
territories and markets vas an intensificstion Of nationalist
gmtinent in Dermark, yhioh found an ouslet in Oxundvigianiea, 2)
and vas sumaed up in the motto of tho day "Outwaxrd Loos, Inverd
Gain,” Thia philosophy had gonsiderabdle infiuence on tbo felk
high ® 04001. and became ¢ foundation Of strengthin tho Danish
co=operative movenent,

5) After the vars Pastor Hans Christian Sone (1817-18680),
theOri ginator, withDr. Ulzich, ¢ friend,studied f{he English
coe~operative store and founded the Thisted \Vrkers' Sociesy |a
Dermark N 1866. The fommaticn Of oconsumers®go~oreratives SS such
introdused co-operative prinoiples i Nt O Denmark and also fnapired
Dangsh farmers {0 solve their own dairy problens. The formatfon
| a generally hold to be t b0 begimning Of the modern so-operative
movement |a this snall country, because it was the first w-opera-
tive @ 8tnbll1& vd and it functioned without tha aid of specisl
lagialation,

6) Another faotor that played an important part fn tbo
Danish economy after 1875 was a heavy fall i N price of grain,owing
to improved technology and better ses transportation, The use of
maohinery ON farms | O Anerioe and faster sea transport ® naQlad
grain and other foodstuffs to be produced more cheaply in incrensed
quantities and shipped t O Zurope, flooding the markets in the
nogthvestern European countriee to which Dermark bad previously
exported noat Of her grain. This competition quite ® uddwly threw
Danish agriculture into a serious and perzenent crisis similar to
agrionltoral conditions in other Eurcpean countries. Owing to g

RMM peBs

"' Phil osophy o N.Fe§, Crundvig, poet, prescher, historian,
politiocian, and popular ® ducator. whem the Danes vere defeated
by the Frusesiens, howas 80,
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1ack of an industrisl economy, Denuerk aould met protect her agrisul-
ture. Cemsequenily, the pries ¢f rye deelined after 18750y © beut
30 pexcent, and that of vheat by 40 per eent.l) One resultof this
WO & 4xep in the value O agrioultursl land., That it ¢id not lead
to the imposition of protective tariffs was probably duo t O widesp-
read 1ideral sentiment. This preference for free trade necessitated
ehanges in tho pattern of Danish agriculture, whioh changed from
grsin preduction to animal production, © . ¢ daiyy farming. Another
reason for this change was that farmers reslised bow tho drep in
prices Of 2ye mad wheat affected them, and that the osuses of tbo
drop wepe likely to be permanent. As the pattern Of agriculture
changed, g0 di d the pattern of marketing, Thet is, marketing cp-
operatives replaced privately-owned firms §o order to perfomm
sarketing functions al home ® (i ® Dbroads because ¢o=operatives oould
better solve the small farmere’ prullcn.z) Demmark, then, graduvally
ohanged from O surplus grein exporting countrytO sn animaleproduct
exporting eountry.

7) Dairying nethods practiced by peasants or 1Ol |  farmers
before 1882 were incredidly prisitive; fresh nilk, fOr instance,
"was placed on ¢ helves in the ¢ itting room {0 koep wars vhile the
sxesn foyned. After twenty-four hours in gmoke and bad ® tr, tbr
OW00 would then DO skimmed off by band.” |t osused she quality
of therol|l farmers® ® penonta buttu tO be poorer than that of
the large estates' O Nt ot OM butter, produced Ly better nethods,
Cousequenitly, the “"peasant® butter's price was lower than that of
tho "estate™ butter. The differences iN quslity ond prices botwma
the t W gradesof bDuttUu stimulated { DO small farmers to improve
their bukter's quality by organising several daliyy ventures te cope
with the mentioned prodleas, but they ware uot sucoesaful hegause

Uﬂnuld Westergead, Egonouio P ppgent 4o T
Carnegie Endownwent for International P 22)s DPe66=67,

2) (Copemhagens The Royal Danish Ministry of Foreign
Affaire end the Danish Statistical Department, 1931}, ppe72=13
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of garious problems. encountered, nuch 23 the joor quality of daipy
oroductg.e Tholr existence, though, formed an 1-roria %t link in the
develerment of dsiwying, ue it eve.tu2lly iad tu the estadblishuaent

L ans of othar tyra of “anish

cf succeasful co~cyerative iairias
cowuprrative soclieties, 1t 1a Yxnown :rnat snotber group of wanisgh
farrorg had osteblished o dqiry haced on ece=operative prinecirles

in 1879, but for soma reason this go-crevaiive reraiced urk .cwn for
: e 2]
#ears and kad no initaters.

8) The first succassful ~~jor vsiture was the raticoal
daliry cowu sralive fourded in 1082 L a group of ~febty {ar-ers in
the scutbe=vwast of Jutlacde It eoul’ solva the rroblavs of rrotucing
shd arketing butter of hattsr uslity muceszsafullye fariicularly,
it 3013 the butter 2t 2 higher rrice thor that of buliter nroiuced
snd sald by intiviaualsge Cwine to 1o soviut economicz euccass, tha
firn Lerqan to sarve s s valunhle xwove) for crsucy of Dariah [amnoes
i srvanizing «any {airy ap=avarstives Lo otrer navis of Damark.
Lorunbter of »ravelllns conditions and “rovorr which covtributad te
tha <:iyy eowouarative'a auccens 1 that time wsre =9 fcllous,
Firal, tte firm w39 orcanizad orn 4 goun? aconoic buasises Iiclang
volune of buaireass Sagondly, it retupres tho aki-red i1k te its
marhars At a nozinal price a4 bad g0 pronlesn with "t=4pY {1k, ax
reivete dairies did., Thivdly, snd noat i-rortant nerbars, the coe
eperative was obiously the most suitable a4 arrrorriate war of
organizing the production ~nd marketiny of dairy coin, As the
faynere’ xeneral level of eaduc~tion waer high and thka folk Yigh
schools fad develonsd a senge of commurity, it was rnesitle to
find ictaliigent farrere capable of maraging the daiyr bueiness
connetentl¥. Fourthly, the co=orerstive's coutrsct aad r1les,

Be e Orianization on unlimited liebility basia, ware sxcelle:t,
These enbodipd the principles cecessary for ine co-onarsiive'’s

success. Fifthly, ithe ciscoverer of the cowopersztive had besn

]
LIk . ¥, Nielsen, "Zalrring vafore tie Somorerativa bal riee” [papor

tor the meminsy o agricultural and mural development it Kalg,
196?). U.l.

E)Hﬂrﬁld Faber, (Londony Lo gmans,
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fnsyired by the diecoverer of the first co-operative store atThisted.
ind aixthly, the efficient wechanical cream separator invented in
1678 b-r L.C. Nielsen contributed to the co=operative’s wuccess.

From the sforementioned econonic rhenomena, we ¢ean deduce
that the co-or apstive male Danish farmera eccononieally gucceaaful,

6.2 Anslyses of Growth, Teend and Development

For easy aualysis this sectic: will be meparatad into two
auhuzectiorss (1) the historical growth =nd (2 the tre-d and
develormernt of co-orerative dziries, The analysle of each eubsection
in rresented belowt

1) Ag %o the hintorics) growtr, 21l dziry co-onerastives
ritter.ed unor® the firat dalry co-ornoratives model wvere orginized
ir rapilly increasin- rumbars in the period of 1622 te 1906, it wna
a period of apotaneocus and Tapid growike The number of the co-opera-
tiveg increased from & in 1uul to 942 with about 140,500 wmeadera in
1900°) privnrily bectuse of higher rrice for their butter sold.
vuriig the secoud pericd froz 14.0 to 1%3U, the jenk year, the rate
of increase slowad alightly. 1n 1938 veopar 1,405 co=ocperatives
with)qbout 130,00+ nembers and an antual turnover of €50 =illion
kr.fJ existed in Daonark{see Appendix 2),

Hore particulsarly, the iarmers vare sure that treir econonic
rrcblemy could be molved guccesafully by true coc-oneratives, not by
the nrivetely-ow,.ed firmag and the rrice of ruw milk scld to the oo~
orer:tive was kigher tran 4that of ~1lk scld elsswbere, This aconomic
auceogs stivulated the rapid formation of dairy ooecperativees all
aver Denmark (mve Fiymre 17,.

?; Hovevor, the coetporstives nave Iecraared considerably
in ranber sirce 1929, qlthough tha Jdecrease has slickensd asorewhat.

b main ressor for tris decranse was that, nooording to 2 Daniab

g " . . .
Henning Ravnrolt, Ihe Danjsh Coegier: Mgvimant (Copenhagent
Det Darisk Salsknby, 19540, , Pedde
2] o
i kiba, TUedEabA
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Variants of circles and squares
indicate size and nawre of pro-
duction.

Kaliugat

_ Figure 19
Leeationa of Dairies of Denmark iN Past Years
vource: FuDa, #acts About the vanish Dairy Industry(Aarhus: FDDA,
1965), p. 40.
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oco~operator's theory, large co-operative dairies wers more o Comon:
4cal than small ones. Consequently, small and inefficient co-opera-
tives were amalgated to gain aise and effieienoy. A planning
comnmittes set up by the Federation of Danish Dairy Assosiations,
DDA, {s in charge Of the amalgamation of these firms.

There were 1,399 cowoperative dairies with about 189,825
individual members in 1939 (see Appendix 2). A% the end of 1973
there were 261 co-operative dairies 1,138 fewer than in 1933,with
about 68,000 individual memders, or about 261 per society, and an
annuel turnover of 3,996 million kr.l) Figure Iéshown thetrend
in the turnover =nd nunber of co-operative dairies with their nene
bers at intervals from 1955 to 1971. Now we interpret the figures

‘Turnov‘er(Mill.kr.) Turnover o
2700 ~— Membership lé
2475 y
2250 M
2025 '—"1-1 i — /‘J,co-operativ.a
1800 41600
1575 | 1400
1350 [-Lb )b b j 12001 Memberstip
1125 A ] 1000{200 in thou-

900 . =N ) ) sand
ZNZ2021 498512 1. toe 60
67% ; 2 5// A Z A TR, 600 1120
45 Z151% AVIA LI L E E 3 1400 {ao0
225 % A EI A A B A EE {200 140
ol Z 212120712 dagd lo Lo
WO oo~ AN OO RO~
u‘ ) A
ST TR PO P PP RIOPe
Figure 13
FRumber, Membership and Turnover of Danish Co-opsrative Dairions
1955=1971

Sources Danmarke Statistik, "Statistisk frbeg”, Statistical Year-
book, Kgbenhawvn, Statistiske Depsrtement, (Vola.1955-1972).

Drhis data waa oolloctsd from Mejerikontoret, Frederiksalle 22,
8000 Aarhus C,



108

The number of primary co-operative dairies and their me-mbers has

gone down significantly because of constantly decreasing farm
ropulation, but the average number of nenbers ner society (188)

hag slightly inersased simultaneously because »f the dairy induntry‘s policy
of shifting to smaller numhsze Of bigger Organizations. The annual
turnover of the co-operatives hag slowly increased. This wrs probably
due %o inflatien during nd immediately after the Second ¥World war;
but it slightly decresased in years after 1965, probably because of
some marketing problens encountered. Comparatively, the vanign 8o=-
operative  Associations’ aggregate f%turnover in 1970 was 20,544 till.
kr. 1); of which the firwg' share was 3,318 will,kr. Or 16.22 ser

cent. Thug, economic atreigth of the izsceistionsalsolay in the
co=cparative dairies.

The participation of Danigh Farqers ia dairv co~operatives
led, towards the end of the eighties, to the estsblighmant of deirxy
co=operative asiociatlions at nigher levels, This davalociment uight
have bteen basei on evolution, i.e4. 3 oroceas 0 T growth o1 sxuvanaion,
The c¢oegperativeg of this tvpa were exhibiting more life. .he
purposes of these =ssociations varied: sona wora co-:eveial, apacialis-
ing, for axanple, in the further treatment of darrpv rroducisg cthers
were sgsocistions 2ttending to the intorssts specinlly co'.. =cted with
the marketing of buttery and others existed to loak after other
interects of their members. On these purposeful Luses, these
rgsociations onn be broadly divided into two proups:l) fedaration
for vpurposes of education, propaganda, research, =dvies, stc.; and
2) federstiona for commercial and manufacturing purposes.

The firat group includes both bhistrict Lairy isssciationa
and Frovincinl Dairy Associations and the Federstion of lLaniah Dairy
Asseciationa (ruba}. The second group includes Co-sperative butter
Export issocia tions, Co-operative Cheese kxvort Asgoci ntion, and

- )
Co~onerative Condensed and Dried =ilk Factories.’

L anuarks Statistik, itatistigk frbog 1972 (Adbaenhavnt Uet lt2tistiske
Departenant, 1972), Psl37

2).*1-‘his data wgg collected from the #bDa at Aarhus.
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Corcerning the Distict Dairy Associationss when enough
primary societiea existed in Denmark, they federated to form these
area associations for tha moat part on a county basisl) to deal
with matters ¢oampn to 511 of them in the districts. At first the
agsociationa, the first of which wags formed in 1889, were concerned
with the joint purchasse of dairy msaterinls, fuels, and feeding stufis
and with the esncoursgement of g unifors gysiem of bockekeeplig and
accounting. Later, they were ¢onoerned with aserketing problems such
as falling butter prices and the generel diussztisfrction witlh the
way the private-exporter-domirated commitiees determined butter price
quoetations, varyiug withk no relation to the guglity of butter, eto.

In 1966 there were 4werty-four distriet S-iry associstione with a
totzl of 757 yriusry co~cperative Gairy membars and some Of the
private dsiries. According to s, axelesen bLrejer, a Lanish writer
of Looks on e¢e-cperstion, the sszaoccistions® present activitiem are
(1) the errengement of local testzs 0 f dairy products and {2) the
employnent of advisers in hygierie «ilk por ditiony hui their ciher
activities, puch g5 joinl rurchzaing and price statistice, heve
beean graduszll: takesn over by natic =l orgsnjzations,

The Provinelzl Laizry hssoclations vere s et . ir 1B94,
316595, a nd 1901 by tke District Lairy Associntions in 5 move dirsctly
connected with t h e disagreenernt ovar butter price guststions mentioned
above and With general discontent over the war the whole butter trade
yag organized. Their other activities whkiel should pe wentioned were
(1) taking over and extending the $ask of ¢ollecti-g nnd excharcing
inforaation on butter prices from the district assveistiony (2)
extending an3 recrganizing the prepary § ion of ntatistics c¢ou :ected
with butter =zriceg and dairy @countay =nd {3) intcoduciag 3 brand
for barish butier and previring the legielintior enzcted by the Dz :ish

Fariiament in 1906 coueeraing "lLar Irund, the gusliity werk of nairy

ljfor t¥rer~vpurpoaos ¢f loeal goverwmernt Denmark is divided in t 0
twerty-twe counties, ezch of wunieh is aduiristered by 3 count;;
council hended %t 2 chisf adwinictrative cflicer,
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products. In 1968 there were three provinoial dairy assoeistions,
one of whieh was in Aarhus and belonged tO #he dimtriot ammooiationm
in Jutland, another in Odense whioh Ygerved mm a Pistrict am wrll

as Prorinoial Aa-oolation."l) and a third in Copenhagen belonging
to the dimtriot asgoeiations on the Bastern |sland. After 1912 some
of the three associationa® responsibilities were transferred to the
FDDA and their aoope of aetivities was gradually restricted. They
wers oonmequently not am important as the district associations and
the FDDA,

Row we turh to the ¥FDPdA, the national organization o=
ordinating the aetivities of the protinoial assooiationss 1t vam
set up in 1839 and was reorganized in 1912 as the national body,
at Aerhus, |Its formation wag, anongst other causes, duoto the
fact that an establishment of the Lur Brand as the quality mark
necesgitated the exiatence Of a control body thatcoul d prepare
and make resommendations On necessary control and inspection
measures on behalf of the entire dairy industry.

The federation has become an effective organization in
the field of quality promotion, marketing, nanagenent, etes The
"Dairy Office” is the secretariat of the federation and of the
special departnents for dairy statistics, hone market regulations,
and advisory services, etc. The secretariat has its own architeg=
tural departnment specializing in the design and construction of
dairy plants.

The federation is also represented in major oOrganizations,
directly and indirectly goncerned With dairy industry, It ia now
the accepted body for negotiations with the i :istry of Agriculture
and for naking recommendations on matters affecting the dairy
industry. To obtain the necessary services, the federation is also
associ ated with the Faderation Of Danish Co-operative societies,
the organi zation at he highest |evel of structure of Danish cos
operative Mvenent.

ﬁnai Saheb Pandit Chandrika Prasada, Manusl of Agrigulturel
Co-oneration in Denmark (4jmer: Soottieh Mssion Industries Co.,
Ltd., 1917 , p. 86.
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Apart from tba federation’s working with tba eo~operative
dairien, thasa primary organizations, at tba end of the nineties,
met up a nuaber of Co=operative Butter Export Asscoiations within
their respective distriots to save tba profits of tha middle~man,
vbo bought the butter at the rates guoted on tba Copenhagen market
and naold It In tba dogestio market or for export. The Associta-
%ions, vhioh were ® paolal markesing organizationsct tha® econdary
level, vere organised on 3 co=operative basis { O manage the expord
trade and to handle wvholesale marketing In importing countries.

Tha member oo-operative daizdes undertook Joint responsibility for
tbo 1iabilities of tha Assooiations. They were ® |(QOflocaatly sues
ossaful in the export trade. In 1948 therm weret ON Cowoperative
Butter Export Associations, cach serving its distryioct, The Asmocin~-
tione' activities vara co-ordinated by a national organization, the
Federation of Buster Export Asmociations, whioh wes In turn sosoci-
ated direotly with the Federation of Danish Co-operative Societies.

By tho and of 1970, thers was oOne leading Co~operative
Butter Export Mssociation, namely, “Butter-Dane," because of tha
merger poliecy, with a turnover of 60% nill.kr.l About 70 percent
of the market abara of all butter exports wvas mold to this organisa-
tion, the bulk of It tO Great Britain.

Tho Comoperative Chaaaa EXport Assecistion alw la a
speoial marketing organigation, NDt up by the primary cowoperative
dniries on tha oo-operative basise The main reasen which lad 1O
the formation Of this orgenization was an inoreasing demand for
oheeaa abroad after tha Seecond World wWar. This demand stimulated
the ® xpanalon of oheecaa production In Demark. Hany dairies that
had not previously produced oheese went In for It for export.

Tha exports required a uniforaly high quality and It was to ® nsure
this that cheege stores were erected. In 1948 gome of thaae storee
and dajiries unfted to mat up the Co-operative Cheese Export Associa-
tion. Thiag nation-wide body Ye associated with the Federation of

1) banmarks Statistik, W ( Kobenhawns Det
Statistiske Departenent, 19727, pel37e
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of Danish Co-operative Soaletise. Im 1970 44 had 62 daixy meaders
and a suznever of 157 -111.1::.1) About 30 percent Of all cheese
sxpo¥t W00 #0ld Shrough it

The leet federations for acmmereial and =msaufsoturing
purposes, the Co-operative Condensed and Dried Milk Faotories vere
set UP after the Sesond World Wexr by primary oo-operative dairies
to satisfy inoreaging demands for oondensad and dried milk abroad.
Thefr establishsent alwse permitted a desirable diversifieation of
dairy produots. They produss sondensed and dried =ilk of high
quality standard for export, espeeially to the Far Bast. The
factoriea are also big buyers of sugar and materials foc producing
and patkaging the produot. Bight of these factories are affiliated
vith the FDDA for ce?¥ices necemnary for their business.

As tetbo 00- oper ati ve dairies®isportance, at present
about 90 per oent of milkis delivered by the farmers to them.

The ® YoYHQOYeIo#IS export walue of Daninh products anounted to 17,257
® |lllon kroner in 1967, ¢f which the deiry products' share vas
1,450 million keoner, Or 8.4 per oent.”’ This smount was high i n
1967,

In sum; the co-¢peratives aolrad auapiciocusly meny of the
problezs wsuslly asscolated with small farae. Diffioulties ocaused
by variations in priee and quality were eliminated. The ee=-opera-
tives made it teohnically possible t 0 utilize the milk from smaller
fans as prefitably am that from the large estutes whild paying the
same prige for it. fboy managed to doubl e Buiter productien var
a period of twenty years. Toay organised an efficCient aarketing
aystaa and exported Danieh butter at favourable prices, mainly to
British markets. Simul4aneously, they have bean able t0 returan the
ekimmed milk to the suppliers in quantities whbich, together with
imported grain, have provided enough livestoek foodstuffs t0 pergit
bacon production to almost doable over the e aac paried of iime.,

2 paer
p|4o

L )5

1)
Aibide, p. 137
pat 3B ey (Asrhast the FDLA, 1968
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In conclusion, the cc-operatives reorganised Banish fazm and daimy
productien TE. marketing and thereby oreated )L "0Q improved ¢ (XS
and o [OXI © condisions tor Panish Larnars.

6.3 Eoonomic Charscteristios

1) Bow we turn to esoncaic ocharacteristios Of the coe
oparative dairy system. It 4s found thas tho eo-operative dairy's
sain purpoes is t O obtain the highest price for tho output seld f Or
its membersjit ic en organisasion of nilk-producing farmer members;
it is a co-operative-type fimm, buying nilk azd produeing and markei-
ing its output for inenme, and it is organized in ® oo0O0sdenoe with
those prinoiples formulated largely by ths farmers ct Hjedding.
These four characteristics are sosmon ¢0 © || go-operative dairies,
and they ® naboen @ seot definitien Of the Danishco-operative
daixy t0 Do formulated ¢ c followss

The Danish go~operative dairy © vz is o fizm O¢ WP
by its members O member firus the purpose Of which 1s tO cerry
out the econosie activity of dairying--the buying, produeing, and
marketing of dairy products--on behalf of ids meabers, i N a ocordanecs
vith principles agreed upon by and beneficial (O ¢hem.

2)Vish rempect ¢ the exent of sconomie © THXHH#XOT the
ao=-operative dsiries ¢ concerned mainly with the processing of
Q¥e&; end dairy produotsof @ 0vonl varieties and the ® ukotlry ef
tbo produets., They are aleo soncsrned with oszlain aspects of ailk
production on farms, such a® research i nt o heredity cad physiology
of oanttle feoding, hygiens, and ocattle disease prevention. Other
services designed %0 further deirzy interests Woth | 2 Dammark end
abroad are provided by their higher co-coperative dairy organisa~
tions, Moreover, they are coneerned with purchasing through the
o stebliebnmm of tvo agrieulturel purchasing a ssosiations Sew
handling the purchasing of oapital goods, MOD emdaixy ® ti fen
machinery, to juprove their purchasing position.
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3) 0f seonemic activities perfermed, the co-cperative
daixy is regaxded U a buyer, producer, and seller o the products
in 88 esonomic society. But in line vith its main purpose, the
fiva carries oa tbho markssing of dairy produets 88 the kernel
fundamental egononic aotivity for itc farmer aexbders. In order %o
get high prices, the firm produces high quslity goods for the market.
The dairy is thes S producing and marketing co-opsrative.l

4) Te fulfill the adove-mentioned purpose, the co-operative
dairy requires adequate capital for i « s organisation qud day-to-day
sansgement. Like other @ 33alitis1 factors, capital {s ss intrinsie
to tha fimm s s oxygen is to the air.It {s S condition precedent
for tbs firm's success. To have such significant oapital, the fire
bas definite oapital requiremenis and seientifio @ (h0z of aoquiring
eapital. It requires ocapital for physical facilities investaent o
well 88 for day-to=-day operations. On the basie O f capital utilise-
tion, the funds required can be grouped inte (1) working capital,
required for operations; and (2) fixed oapital, required for fixed
assets NOb 88 land and physical plant, TDO aemount or capital
reguired for such purposes depends on, aocoording to carsful investiga-
tion by the suthor, three factorss 1) the sise of dairy business)
(2) the quality of assets to be purchaseds and ( 3 ) the willingness
o f the menber patrons $0 wvait for their payments, souetines vaiting
for 8 long time, considerably reduce the gmount O r their owva working
capital. A mediunSizp co-operative dairy requires about D.kr,550,000
for both vorking and fixed capital.?) A emall-scale co-cperative may
need S relatively small amount Of capital, but ¢ large-scale 00~
operative e 3J need S much larger sacunt,

’30:. the basia of olessification of eo-cperatives according %o
their fields O f soononic activities, they fall {n to four broad
oatéegoriess 13 oo~operatives for preduotion; 23 service 0o~
operatives; {3 purchasing co-operstivesy and4 narketing ce=
operatives o farmers.

2)pnis dats vas colleoted from tho FDDA. in 1966.
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Ar investigated,the method Of acquiring esapital must
freguently practiced by the firm |» borrowing from A bamk. It
has also four other methodsjthey gre “accumulation Of ocapital,”
deferred payment8 to member patrons, deduction of definite amounts
from mexzbers' returns, and ® oounul ation of reserves. Th.888 ar
practiced 88 additional indirsot metbhods for gaining financially
independence.

Borrowing (t he abilityt O ocoumand capital currently for
& promise tO repay at soae future tice) constitutes the zost
important direet method the fimm uses t 0 acquire gufficient capital
for |t8 fixed assets ® nd operations. To prow this hypothesis,
parts Of money c¢apital of the firm =must be exasired at goze length,
Aa  examined, the firm, tbr non-stool. typo of orgsrization, Takes
no sale of shares Of gommon 8ateck for avney capital. The major
part, or perhaps the sntire =zoney capital, is generally acquired
by borrowing. The resason for thias, according to A« Axelsen IDrejer,
is that &t is wnusual for A oo-operative soocliety to obtain sufficlent
funds fro8 its farmer aeabersto provi de the capital required bscause
oftheizr® SMOUS condition. The firmaakes 8 lengetsram | 0an cf ten
yeoars at an interest rate of Shaut 10 peroent per annum fros 8 bank,
Co-operative Eank oOr Savings Bank, O commereial bank, on its zembers’
joint sndunlimited 1iability. (The membersar:jointly and severslly
bound for 811 finsncial #bligations incurred DLy the co-operative.)
If tbo £irm fails, e bank creditor can mscuref Ul | payment from any
I ndividual member, Vho INn his turn can reccver what he do88 not owe
himself from other members on . patrouage basis. Howvever, the system
of jointand unlimited 1iability |, not used in ® aaordary oxrganisa=
tiens because the Danish farmer meabdbersOf the local societies are
unwillicg tO assumej Oi Nt ard unlicited [iability for asscciations
outeide their locsl community, The loan |A annually repaid e coordln#
t O the“decreasing paymentplan Of smortization” from the fira's
profit ovep the period. The methed Of payment provides fr fixed
principal paymmnts and declining interest payments On the outstande
ing valance.!) The payments gontimme UNtil tbr | 0an is cogpletely

U'rhtn developsent is based ON informatioR collected froa the iarhus
bnnob of Co-operative Bank.
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repaid. This methed has an advantage of being saay %o esapute and
usdexrstand © { auy time during the pexiod of the loan.

The sseunulation of oapital in hers tho @ aawal *tio* of
net O *pit*| of the fizme ¢ the end of each fimancial year i N order
tO have ® dition8l eapital, The teshniques used i N the accumulatien
of net ecapital are as follews: Vhen o co-sperative daizy's NOt
capital, the certain smount Of suwplus | Oft, correspends (O the
difference between the initial eapital, the tetal sssets, and the
oapital leans, tDO tot*1 leans, then ¢ certain smount of thes AOt
capital, NO{ less than one peresnt ® nd NOlaore thantwe persent
of the annual turnmover es s hown en the balance shest, is transfer-
rod (0 %he O ooporstito® [ JON4® (Andelskonte). The amounts thus
tzansferzed tethis @ [ +/¢ represent the eapital in  THLL of the
oco=~gpergiive “m.t This aeecuat is a fierwaxrds broken N0 ac-
esounts f O individual memders and t DO amounts transferred {0 each
individual assecunt UO ocalowlated in proportion to the amount of
mit ® uppli.d ®y tho member during ® aob years Uswally an interest
rate of 6 pereent DEl aennum is caloulated &nd paid on this npital.z
However, i N practice, this finaneing method | O not sucesssful because
1% keops the membexs asway frem theiy eco-cperative goclety, It i s
thus 2ot ifaportant at present.

Ope 04510 finaneing method 19¢°[1 O osumulationiresarves
for additional gound financial @ ¢1514 @00 of thedairy. Technically,
the tetalpayment 0 ® Soh meaber is generally amade for thenmilk
delivered over s iwe-week ¢r four-week period. Vhen caloulating
the smeunt d U 0 %o sash member, deduction o f 3fre per kg. of nilk
is made t0 cover resouroe’ for ¢ reserve fund. By O (dbgtethe
zesexve, the so-operative ean improveitsfinancial @ 45544 from
time to time, even though the amount sdded is not grest,

Ia O ddftien,vhon the managerial organs Of %he fir
osloulate the smeunt duwe ( O each membery as mentionde above, deduo=
tien ctSdre pexkg.of milk is glse made { O cover tbe cost of

lgﬂu date eolleoted from the FDDA at Auburn, Denmark.
2)2he date vellested from the FEBA © tAubna, DSn8rk.



117

speration.?) This dednstion of o definite smownt frem a meader's
returis may be one sther indireet finaneing nethed feoxr operationsal
purposes. IV is an ingenious deviee. EKewever, the preportien of
capital odtained by this methed is relatively small.

As regards tho last finameing @ othod, am investigated
carefully, members uvf the fixms aXe nermally paid for thelr nilk at
the 0 _ of gvery fwe-or four-wesk paried. This prectiee may be
known ss "deferred paynent” tO ammber patrons, ® auom to the
es-operative ® Ukotia# point of visw. Thereby tho fimm has ¢ dir
tinetive feaimre. The Mmoo of this meney for the peried fyes of
interest resulis in lover opexating eests, as it may reduce an
amount of oapital that must othexwise B¢ borreved outside.

5) Now we fumn ocur O ¢4[104°1%0 fyom thesapital sapectsie
menbership ® mpoots of the Panish co~operstive daizy. 4s @ trditi,
tbofin is based oh membership voluptarism. The Dane is free to
join the se-cperative, and likewise free (O vithdraw with the
privilege Of having ® W equity returned On due notice. Only under
such ¢ voluntary sysiem oan« member's preference be freely satis-
fied. Freedom 1O beleng Or net to beleng { O tho ce-operative ig
basio t0ite underlying philosophy. Coercien is the antithesis of
so=eperative. The right to withdraw frem the soeliety is likveise
fundamental.

Prastieally, tho co-eperative restrioteits ® OfiVitiao
t0 datirying, and dairying alone, Anybody in the ailk production
tzrade vorking in the srea within vhick the co-operative cperiates
ie sdmitted to 1%, provided he syupathizes with is purpose and
isvilling te O [OJOO¢ itaby-lave. In practice, NO membership
selection procedure is designed by the society, besause, ® ooOOwW
t 0 Danishidea,s milk-prodweing farmex is ® pPPOW] to be en siready
qualified person.?

The above-mentioned open-membership prinociple has an

1) Eirar O.Petersen, W (Copenhagens Teehnical Dairy
Publishing House, 1963), p.68,

Z)Thn information was collected fwem [ he FDDA,
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® (aonoal0 advantage in that free scgess (0 membership will generally
faoilitate tbo most @ ppraptiato sise of undertaking. The mere ma-
bers there aro in tho ¢o-operative, tha lower will be the cost Of
doing business. HNowever, intho ® oencwio sense, this opem-membershir
prineiple oan be droadened only to SS09595 @ Xxtont, becanse the Danish
fira, like oOtbor esonimic wunita, Is subjeet to tho lava of @ oonoalos.
Up t8 a eextain peint an {noresss In the numbers of mewxbers and in
tbo volwme of M | K handled brings a lovering of eperating costs per
unit, Beyomd this point tho aaata begin to rise again. When tbo
optiswm point baa been reached, a limit to any further inorsase |3
tho nembers of mesbers should bo impesed dbecause too wide an applica-
dion of the opeh-menbership principle would violate the laws of
econonios,

6) ON0 more membership aapoot should bo mentioned here:
menbership in the firm homogeneous, not heterogemsous. 3Because
all the farmer ® mbora ara produsers and ® allera of the ¢ amo commedis
ty--ailke Tbho firm thus cen, In {ts business activity, serve all
Its members in tba beat possible way, for the ® oorwlo interests of
tha members are not In eonflict with each other. They lie in gette
fng tho produce mold am advantageously as possibdble.

7) To oreate scononic permanency, a oontraot batween the
£irn and the member @ Xxlatod in tha pant, obliging him to market hias
produee through it for a stated period of time, ﬂ'e.l At present
tba £4rm baa no auob oontraot, but &t ineludes in ifs by-Aawa al |
the agresments. Lvery mmmber |a theres; bowsa to souply during the
period of him membership. Some of tha agreemzents cblize tho wembers
t O supply tho fixe with hygienic milk from healshy oava In exceam of
standard faa requirements SE2 e imultanaoualy oblige the fims tO bumy
all =ilk delivered to It by its members. In returm, the members an
obliged to buy all the skim milk, buttermilk, and whey vhioh are meo%
used by the firm, In gquantities proporsionate to their deliveries of

1')Q:hr!.o L. Christenasn, Agri Ca ind u.s.
Departaont of Agrieulture, DOpt. Bulletin NO. 1266 (Washingtons

Govs. Printing Office, 1924), pel3.
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the 2ilk {0 the co-operative. A member who fails tO oomply with
delivery obligations may be deemed to have resigned illegally.

Now ve turn (00 attentioh ¢0 the ® T "+27 agpects (7 these
agresments. As studied, the agreements guarantes regular snd ocont-
irmous deliveries of milk frem the members to the co-operative plant,
The © XistWOO O the agreements prevenis epportunists using the 0=
operative 00 ¢ ¢ Omaa Of inveigling higher prices fyom private pur-
ohasers. Such gusranteed deliveries make possible celouletioa of
0 +[¢ quantities [UX' milk in the future and ® nOoblO the co-operative
%o plan further efficient operations, estimate 831.0, oontrol ocomaite
ments, and @ at- iuto contracts to sell its products to other fimms.
Witk ¢thke © xaot quantities of milk to be delivered known, the 00~
operative ig 4in 8 position to adjusti(8 operational costs bLecause
it oan handle the deliveries of milk mors efficiently, etes Guaran-
tesd supplien O milk, morecver, are acoepted 30 sgpourity by banks
and thus assist the co-opsrative in it 0 financing operations.

The agresnents alse result in developing the loyalty of
nezbers to the coeoperative. Once loyalty is developed, the market-
ing styucture of organisation de 0 $00R ¢ 002

8) One other econosic charsoteristic of Danish co-opera-
$ive dairies is utilization O S gystem in bandling the milk ot
{ndividual meabers--the pooling system.l) Pooling itself &s tho
vomningling st tho plamt of milk of many co~operative member-
producers for 3 definits period X' time fer © UbsagUontseleinbulk.
One of the prinicipsl ressons for use of the pooling system ic the
imprasticadility of keeping each membex'g nilk ® opSnto. And the
central economio purposes O the pooling @ potr are to enadle
management L1 O S8rkotin an orderly mannex, to distribute ® uketia#
risks smong the pool contributors, and to ® fioat esonomics in
dintribution,

As studied, tho pooling system bao specific ecornamie
advantages, yhich are, for instance, ©® pridily narketing righe~
price ochanges, eto.—pernitting the managemént to use more preceution

I)M» p- 13,
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in placingand in tiaing O hipuenta to aarket, emabling tho firmto
finance itS operations more essily because of {hO milk pool's being
oonsidored as seourity fralean fromabdank, ® nubliry the farmer
member { O obtain afair return f Or his productive effert, placing
the firm XH I @ tntegi O bargaining pesition, andensblingtheco-
opsrative t0 havo greater witkholding pover fOr more @ ffwtin
bargaining than the individual producersoould ® ttatrr Dtilising

tha poeling systearesultshoth In® ffeotivo® rlital: and in ® eorwioal
handling ofthe Jai 'y products. Although the pooling system has oer-
kin disadvantages, ® UOh ameausing delay i N payment to producers,
its sdvantages outveing them.

9) YE now leave the pooling system for tha voting rights
of nenbers rslating to tho ® aonomio aspects of the Danish oco=operative
daixy. The principle of demoecratie control is fully appli ed vy the
nu.1 Because it is QO demoeratic snd @ oonomic organimation, ite
asmbers owa, operate and govern the sooiety's ® ffin on a personald
(Gemooratie) haoia. Each memberhascmevoteon® ffairo, irrespective
of bi & eeenomis and ® coial atatus, This is an expression of equality.

from a ® triotly eccaemie point Of view, tho prineiple Of
demporatie contrels is really Al wariance viththe oo-operative
principle Of surplus distribution on tho patronage basis (10 be
discussed lster), In a primary sc-operstive dairy it would seem
logiesl and reasonable for gontrel Of thé organizatien to Be divided
in propréien 4[] t he extent of patronage. That is,0 dimeaber ¢ (¢l
be given umsqual voting wights dased O patvonage.

Fron the genuine co-eperetive point Of view, the demoeratie-
centrel principlespells out this charscteristiec Of thego-operative
system. It | O necessary for the systea (O maimtain this oharacteris-
ti0 %8 distinguish itself froma privatelypemnod or publicly-owned
fivm,

h faet, thers are generally no great differences i N wealth
anongst the members Of the Danish co-operative dairy, And theiy

1)
Henning Bavnholt Wm (Copenhagens
Det Danske Solnkab: 1950), p.léb. d
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trensactions with the ee-operative are generslly of squal aagnitude.
The demeevetie prineiple appours, thexefoze, (O de Justified. And
the fimm osn work well in thie mamner. This prsotioe also sreates
in the individual meaber sore intexest N the fiza's O ffdIr.

_ Hovever, the practical realisatiocn of the equal weling
priceiple has caused d12fisulties in the higher sssocitatien.’
In this ezganisatien there incften sonsidersbls difference in the
size of the affilisted primaxy soeieties. Thus, the egusl voling
syetem on s persongl dasis has deen repleced dy the unaqual voling
systen based on the proportional wealth,

10) The last economic characteristic, which is the most
0 ¥x X'H'H4040 to be mentionedin this chapier, is a nnual surplus
distridution and the optimus | Nl . Specifically, o co-sperative
dairy’s nanual serplus, of profis, is distriduted anong membdey
pairons in prepeftism 0 the quantity of milk each has delivered
t o the fimm. It iu the most eignificant principle applied by oow
eperative dairies.?) sosording %o Henning Eavaholt's resson for
sueh ® pplioatiea, profite, ae sush, axise frosi the® rhrc baving
received too | ittle fer thoir produes. “As the sime of tbo pxofit
depends ® awntially on the sise Of the furnover,it inenly fair
450¢ OO ommbex © :Dee: receive o share of tho pwofitin proportion
40 his o hmraof the urmover,” Or business, Thus the co=operative
dairy is dismetrically oppesed (0 a privately-owned fim, vhere
the prefit is divided in proportion {0 the cepital invested.

The actual procedure fOr tbho dlstribution of prolits is
usually regulated by tho byelaws. These provide for the ® |totnont,
at the diporetion of tho board of directors of the oo-operative,
of a certain percentage of the aggregate net profits for Adistribut-
fon of tho balanos tO meabex padrons ob the patronage basise. The
member patron who has @ UPPLi.d o larger quantity Of milk, receives
a bigger share of { hO profis than One WhO has supplied a sasller
quantity. This pefund result. in an iseresse Of thounit price
obtained fOr the product N0l d t0 the fimm.

1)0'0 Cit. B 19,
2 0!. Cdt.y ’o‘lc
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As stated adove, the ® urpinr distridbution Ls equivalent
to an inerease of the unit prioce paid to t-e menber patron for his
product sold, In order %0 ban the maximum increase of the unit
price paid, the firm sust gperate its soononio activities cfficient-
ly, eiming at & maximum difference betveen average total coet and
sverage selling price of the produot, or the sverage zeturn per unit,
vhen the difference betveen the average total cost and the nverage
return reuches its wmaximum, the maximum-inorease of the unit price
psid to the pstron, or optimum level ir the surplus distributioch,
will thus be attained. The nsuxplus distridution method, in practice,
thus oontributes in the best possidle manner to the attairzent of
the co-operstive's purpose.



