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1. Tnuva.

Agricultural marketing cooperatives throughout the world are mostly concerned with the marketing of agricultural produce of individual producers who run their farms on their own.   These farmers cooperate mostly for the sake of marketing their produce.  Tnuva, the biggest marketing cooperative in Israel, is a   cooperative of the second degree, which   markets   the agricultural produce of its members, which are the primary cooperatives  [1].   Tnuva was founded in 1926, when   the agricultural produce marketing division was detached   from Hamashbir Hamerkazi.  Hamashbir Hamerkazi served as the central cooperative for the supply of basic provisions, and belonged, as it still does today, to the moshavim and to the kibbutzim.   It must be stressed that Tnuva was founded, like other marketing cooperatives, from below, and not by decree of government or other authorities, from above.  Membership in Tnuva was and remains to this day open to any Moshav and kibbutz, or to any other agricultural cooperative in Israel.  The member joining is not required to invest money in buying a share, but has to fulfill other obligations.  A Tnuva member is required to market all his agricultural produce through the cooperative, without exception, for the following two reasons:  In order to prevent competition with other Tnuva members, and in order to tighten the link between credit and marketing [2].

Tnuva members participate in the cooperative central executive councils, sending one, two or three representatives to the cooperative general assembly.  The number of representatives is determined according to the farmer membership in each primary cooperative  (Moshav or Kibbutz) and is independent of the monetary production volume, or the quantity of produce marketed.

There were two important operational guidelines in Tnuva.   As already mentioned, all the output of Tnuva members must be marketed through the cooperative.  The member settlement must pay Tnuva a fixed commission, which may occasionally be quite high, compared to other marketing networks   [3].    This commission is deducted as a certain percentage of the marketed produce.   Tnuva in fact operates as a non-profit organization. The entire marketing return is passed on to the farmer, less the commission, which is calculated for each type of produce separately, in order to cover the direct expenses and the cooperative financing expenses. Since it’s founding to this very day, Tnuva policy has been directed at two main goals.   The first was to sell all agricultural produce of the cooperative members.  The second was to safeguard the consumer’s interests.

The first goal is attained when the cooperative sells the produce transferred to it.  Tnuva has always endeavored, as a general policy, to obtain the maximum return for the produce of the farmer member  [4].  In addition to the abovementioned commission, Tnuva further deducted a very low commission, usually much less than 1%, from each sale affected.  Tnuva named this deduction, "member's contribution towards the purchase of Tnuva shares" [5].  The money thus collected was intended for investment in the cooperative. We have here two Phenomena investment in the cooperative.  We have here two significant phenomena:

-  Tnuva has accumulated a property (equity) which was financed by a percentage it deducted from the sates of each member, but was actually totally anonymous, and the member had no way of knowing, or perhaps had no desire to be able to know whom those shares belonged to.  The member did not know, and could not know the worth of those shares for which he had paid.   The shares conferred on him no rights whatever, and in fact after many years an enormous equity was amassed at Tnuva, which was not linked to the member in any form whatever, except perhaps in the abstract.      

-  In spite of the fact that it is the primary cooperatives that are the Tnuva members, not the individual people, the above monies are deducted from the individual.  Tnuva forms a direct link with the member of the primary cooperative, not with the primary cooperative as a unit.   The farmer member became acquainted with Tnuva directly in everything regarding the sates organization, the marketing, prices, and deductions, but so far as the democratic system of the second-degree cooperative was concerned, he   was   quite   definitely   out   of    touch.  Representatives at the Tnuva institutions were usually delegated at the executive level of the cooperative to which he belonged. The individual member had very little say in this in practical terms. 

The second interest mentioned - safeguarding the rights of the consumers was a principle, which was to guide Tnuva’s business activity throughout its existence.  Tnuva attempted to minimize the marketing stages, and bring the producer closer to the consumer.   This was evident during the 30's and 40’s in the establishment of dozens of retail sales branches of Tnuva throughout the country, in the cities and townships  [6], as well as during the 80's, when the largest supermarket network in Israel was founded.  Tnuva deals with the various aspects agricultural marketing, such as the processing of marketing produce, sorting and grading, quality control and packaging 

[7]. 

One of the main problems with which Tnuva is confronted is the price problem.   Tnuva sells its produce at market prices, particularly as regards fruits and vegetables, as well as any other product not under government control.  On the other hand, the size of the cooperative (Tnuva is the fourth largest company in   Israel) enables it also to regulate the   prices   of agricultural produce and thus to be of service to the consumers as well [8].  Tnuva's price policy, and the fact that Tnuva is a cooperative, has generally helped to reduce the gap between the price received by the producer and the price paid by the consumer.  The argument in Israel in the past was that this gap is relatively small, on account of the marketing being done by cooperative.    We may perhaps add that   Israel's   limited geographical extent, in consequence of which transportation distances are short, certainly also contributes in this respect. Verlinski lists a number of measures by which the gap may be reduced [9], such as maintaining a higher quality, grading and packaging, maximum efficiency in wholesale transportation, as well as suitable retail packages, and centralized   retail marketing, which enables increased turnover and the reduction of costs as well as improved service.

How can we in practice estimate the price of a product from the producer up to the consumer? This path is quite long and has been described as follows [10]:

Rice passes the farmer's gates on its way out.  The dispatched rice has not yet been threshed and cleaned up.  To the price of the rice at the farm gate we must add the cost of transport to the village collection depot, as well as additional expenses such as sacks, etc.  This gives us the price of the rice at the village collection depot.   To this price we must add the transport costs to the rice station, the cost of weight toss due to the drying of the rice, the storage cost which depends on how long is it going to be stored, material losses of waste and damage, general expenses of the rural station, as well as the profit   made by the people who run this station.    Rice transported to the rice station for threshing will undergo a price increase by the costs of threshing, storage, additional drying, transport to the wholesaler, packing costs, general expenses and the profit of the threshing station.  This is the price of the rice when it is passed on the wholesaler.  To this price we must add the average storage costs at the wholesaler, waste and material losses, cost of transport to the retailer, general expenses of the wholesaler and his profit.  The retailer will add to this price his general expenses as well as the profit he hopes to receive and thus we finally reach the consumer price.  This chapter concerning Tnuva may be concluded with a quotation from Nahum Verlinski, one of the first directors of Tnuva, who wrote in the 60's [11]:

The marketing of agricultural produce is the final stage of the producer's work and is the factor, which dictates his activities throughout the year.   The farmer’s success or failure in marketing his produce decides the success of all his work. Marketing is thus a matter of primary importance to the farmers, and it is therefore not surprising therefore that all over the world farmers have tried for years to gain control of a function so vital to their existence, by organizing themselves into cooperatives to direct and expand the sale of their produce.

Without the benefits of co-operative marketing, the farmers remain dependent on commercial distributors, who are in a position to dictate conditions.   Cooperative marketing also benefits the consumers, by imposing responsibility on the producers for supplying their produce, helping them to handle their produce efficiently and regulating its flow to different parts of the country.

Another important aim of cooperative marketing is to promote the long-term interests of its members.  One of the most important factors in this is to relate prices to quality. 

Israel farmers have realized the value of cooperative marketing years ago and their degree of organization is high.  Cooperative marketing covers 80% of local sales and an even   higher proportion of agricultural exports. 

The young states of Asia and Africa are based very largely on agriculture, and cooperative marketing of their produce is therefore important to make them independent of commercial interests, and to assist their development in every aspect."

8. The Production, Marketing and Export Boards

One of the most important marketing institutions, and one which exists in the vast majority of the world's countries, are the production and marketing boards.  This   is a central marketing organization serving a specific industry (a specific product), which is intended to achieve a higher efficiency and orderly marketing.  The board is defined as an essential organization, influenced and directed by the producers, set up by the authorities, with the purpose of intervening in the various stages of marketing [12].

Most production boards in developing countries are involved with the producers' interests.  The first boards, which were set up towards the end of the 20's, sprung up as a result of the farmers’ struggle to increase their own bargaining power and that of the cooperatives representing them, in the confrontation with competitive intermediary outfits.

The overall trend was one of technological advance on the part of the small farmers, who consequently reached a state of production surplus, and thus became more than ever dependent on the various intermediary outfits.  The farmers set up marketing cooperatives in order to protect their interests.    Those cooperatives were successful, and thus contributed to the stabilization of marketing conditions. This situation was beneficial also for farmers who were unwilling to join the cooperatives.  The preservation of members' loyalty became a major problem of marketing cooperatives. The cooperatives accordingly turned to the government, requesting that it form production and marketing boards vested with the power of enforcement [13].

The marketing boards have a monopoly on the marketing of a product or a number of products. The board buys goods from the farmers through authorized agents at an agreed price, at official stations, and carries out the grading.   The board organizes the necessary transportation.  A monopolistic   board may   undertake a variety of functions including   overseas publicity, research of new strains, the   improvement   of cultivation methods and transportation techniques, etc.   The non-existence of competitors reduces marketing risks, reduces prices as well, and indirectly also reduces credit prices.

Storage enables a better correspondence to be obtained between supply and demand, and it is also always possible to deal with surplus produce.  A monopolistic Board can divide the total supply between different markets so as to secure a higher mean price than could be obtained by fixing one standard price for all markets.  Moreover, the ability to pay the farmer an average price over a long time period makes it possible to restrain fluctuations in the farmers' income, and to exploit efficiently resources in the production process.  The board has a better access to marketing information and consumer tendencies [14].

For example, in New Zealand, oranges are all marketed through production and marketing boards.  The function of such boards is to acquire the entire local citrus crop and fix a price for  it.   The board according to grading of the marketed fruit fixes the prices.  14 days after the fruit is received, the board   must inform the grower of its grading, and have the price to be paid.  Payments to the grower are made on a monthly basis.  The board   expenses are covered by deducting a certain percentage from the value of the entire quantity marketed by each producer [15]. 

Production boards in developing countries are government oriented.   Most of them have been initiated by the government and are ruled by it.  These are boards, which act as tax collecting organizations, or as foreign currency controllers, and do very little in the way of marketing [16].   In Senegal, for example, the peanut marketing cooperative was practically a state monopoly for marketing of agricultural produce.   These were set up in such a way as to ensure political control, and in parallel to excise as much as possible from the farmers' income. The total income from peanut exports from Senegal was divided into three parts, which were the return to the producer, various deductions and marketing expenses, and the upshot was that the producer did not get the maximum return [17].    

It must be stressed that monopolistic production boards in developing countries, which were intended to be of benefit to the producers as well as to the state, have in fact inflicted severe damage on the national economy of their respective countries.   We know of great many examples, and one of the famous ones comes from Ghana, one of the largest coffee and cocoa producers in the world.  Ghana has suffered from a distorted policy in regard to the production and marketing councils.   A sizeable part of the annual coffee and cocoa produce  (some say as much as one-third) was smuggled into the neighboring countries and exported from them.  The result was a decrease in foreign currency income to Ghana, and an increase in W this income to the neighboring states.  In conversations with people from Ghana, one hears it argued that the farmers are in fact to blame for this.  None would entertain the notion, at least not officially, that perhaps the government policy is to   blame, in that it enforced an unrealistic exchange rate, relatively low prices, delayed payments, and the result was very low profitability to the farmer.  Such policy leaves no choice for the farmer, but to smuggle his produce somewhere else. Where he can obtain for it the highest return. 

In other developing countries we encounter an inefficient internal marketing system, inadequate transportation, produce collection, sorting and packing and no immediate payment to the farmer, all leading up to the farmer eventually selling his 99 produce to private middlemen, instead of to the government marketing organizations.  The farmer manages to get his income. I| but the entire system of guided agricultural credit is damaged, because it is unable to collect cultivation credits which were extended to the farmers. 

The researchers Izraeli and others suggested models of the development of production and marketing boards [18].  The model presents a system of marketing institutions, which starts with the situation in which we find independent producers, who market their produce on their own and make their own decisions.   Each of them has the authority to decide by himself and for himself. So far as he is concerned, his authority is quite extensive, his surroundings, however, he has very little authority.   The alternatives are limited because his resources are limited, and he is subject to both horizontal and vertical competition.  Next we pass to a situation in which a growing number of farmers cooperate in order to increase their power relative to non-member producers.  A framework of formal relationship is set up to that end between the members, and a cooperative comes thus into being.   Each of the producers gives up a part of his autonomy, and areas of joint operation are formed, whereby it is agreed that in these areas the general decision must overrule the decisions of the individuals.  In this way the struggle of producers with one another is replaced by the struggle of producers of one sector with other sectors.                       

Further formation of establishments amongst the producers, including   eventually other sectors, gives rise to new organizations, in which the producers cooperate with the government, with the various intermediary outfits, with the cultivation specialists, and also with representatives of the consumers.   Statutory recognition provides the impetus for the formation of the marketing boards.  These belong at first to one productive sector.  The process goes on, however, and gives rise to inter-sectorial production and marketing councils.   When these councils are formed, people are still worried about the possibility that weak sectors, such as the consumers, or society at large, are going to get hurt.  In the final stage, production councils are established which have a social interest, with the government   participating, and in which   national   welfare priorities are brought forward.  In Israel, this approach has been adapted in the establishment of various production, marketing and export councils, whereby 50% of their directorates are allotted to representatives of the various sectors, and the remaining authority is in the hands of government, through representatives of various public sectors.
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