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1. Introduction

This paperdescribesa short period of time Tnuva hasgonetrough
duringNovemberandDecember2006.During this periodtheprocess
of demutualization of Tnuva, from a cooperative, has been
accelerated.On theotherside,it is unclearnow if this processwould
endsup in thedemutualizationof thecooperativeor with a revival of
thecooperative,sinceunderestimatedcooperativeforcesareemerging
to direct the process towards a new cooperative road. 

This hugesecondarymarketingcooperativeincludesmanymembers
who for many yearscontributedto the formation of a big body of
capitalwhich presentsthe hugevalueof Tnuva.The majority of the
Moshavim membersare no more today dairy farmers, and aren't
engagedin agriculture neededto be marketedby Tnuva, like the
flowers growersand thesefor export, and many thosewho are no
more in farming occupation.The samesituation exists as well in
many of the Kibbutzim.

Still, the majority of the economicactivities of Tnuva is basedon
milk and milk products marketing. Selling Tnuva to private
ownershipand abandoningthe cooperativestructure,may hurt the
dairy-farmers heavily.
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Tnuvais consideredasonethe biggestmarketingcooperativesin the
world. Tnuvahasbeenestablishedin 1926.1 At theendof thenineties
of the twentiethcenturythe generalassemblyof Tnuva hasdecided
that the whole equity-propertyof Tnuva, which now we know is
worth more than one billion dollars and belongs entirely to its
members, practically and individually.

Thenextstephappenedduring the lastmonth,November2006,andI
will try to describeit in the next pages.On Sunday19.11.06the
envelopsof thetenderfor thesellingof thesharesof Tnuva2 werefive
economicbodieswhich havetakenpartin thecompetitionto purchase
Tnuva from the members.The managementof Tnuva has sent a
documentwhich constitute "an application to get proposals",and
which hasbeenphrasedby the legal advisersof the cooperative.The
centralcomponentof this tenderis that the winner will purchasedat
least51% of Tnuvashares,andthat the offer would be basedon the
nominal value, at least, of 800 millions US dollars.3 The fifth
economicbodieswho stoodfor the tenderarevery seriouseconomic
enterprises.Their concern of Tnuva is not restricted to only
agriculturalmarketingactivities,andmainly milk andmilk products,
but also to the accumulationof yielding real estatewhich, according
to evaluationsdoneby closesourceto Tnuvamanagement,is valued
at leastup to 700 millions dollars,aswell asvery considerablecash
balance,from which lot of dividendscan be withdrawn. It is worth
noting herethat the tenderstipulatesthat the winner will not be able
to touch the accumulatedcash,but only after someyearsafter the
purchase.

2. Considerations towards the Selling of Tnuva

During monthsbeforethedecisionto whomTnuvawould besold,the
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directorof Tnuva,aswell asothermanagementmembers,stipulated
that the control of Tnuvawould remainin the handsof the farmers.
The farmersin general,andthedairy farmersin particular,weresure
thatTnuvawasgoing to sell 20%-30%of theshares,but theongoing
negotiationswith the various investmentgroups spoke about the
selling of 51%-100%of Tnuva. It turns out that4 that the process
throughwhich Tnuvamind aboutthe selling wasgradualandstarted
with negotiatingwith the investmentfund Apax, which demandeda
completecontrol over the cooperative,andwhich were readyto pay
severalhundredsof millions dollarsmorethanthe amountdealtwith
until then. The proposalthen spokeabout the sum of 900 millions
dollars.So the managementof Tnuvaconsideredthis situationasan
opportunity not to miss by the share holders of the cooperative.

More informationwerefound in the different media,evenbeforethe
openingof theenvelopsof the tenderandthedecisionconcerningthe
winning company,5 about the difficulties Tnuva is facing in this
process.

Tnuvahasmanymemberswho areagriculturalproducersin various
branches.The membershipin Tnuva is composedalmostequally of
Kibbutzim andMoshavimasmembers.Third elementis that mostof
Tnuvamemberstodayareno moreactivefarmers,andtheywould be
tempted by the highest possible price from Tnuva. The fourth
componentis the dairy-farmersmembers.They are minority among
the membersbut the majority in the total volumeof marketingdone
by Tnuva today.

AnotherobstacleTnuvais facing to completingthe selling of Tnuva
is that Tnuva is a cooperative,and to decide about the selling a
generalmeetingshouldadoptthedecisionin specialmajority of 75%
of the members.The generalassemblyof Tnuva will be convened
March 2007. Another obstacle,less serious, is the demandof the
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governmentthat the Kibbutzim would transferto the state25% of
Tnuvasharesthey hold, aspart of reimbursementof the statein the
writing off of thedebtsof theKibbutzim to thebanksin themiddleof
the nineties.

Why dairy-farmersopposethe selling of Tnuva. Dairy farmers6 are
getting for their marketedmilk "targetprice" ( The price Tnuvaand
othermilk productsproductionplants,payto dairy farmers;this price
is arrangedin an agreementamong milk producers,dairies and
government,and is not subjectto marketfluctuations.)and in other
words,a price,assuredby the governmentto agreedmilk production
quotas. This target price assuredthe profitability of this capital
intensiveproductionbranch.Thesedairy farmersknow that private
buyer of Tnuva would turn it from a cooperativeinto a limited
company,wheresucharrangements,known as relatedparty dealing,
since they happen between the suppliers of the enterprisewho
happenedto be the owners as well, so they can exist only in a
cooperative but not in a private or public company. 

3. The Owners of Tnuva

Tnuva is a secondarycooperative,that is to saywherethe members
areprimary cooperatives,and in the caseof the Tnuva theseare the
Kibbutzim andtheMoshavim,all together620in number.52%of the
ownershipbelongsto theKibbutzim and48%to theMoshavim.Up to
1999theownershipwasnot linked to themembersasexplainedin my
papercited in endnote1. The generalassemblyof Tnuva that year
decidedthat all propertyandequity of Tnuvabelongscompletelyto
the membersof the cooperative.The assemblydecidedas well that
50%of theshareswill belongto theprimarycooperativesand50%of
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the sharesto their members(and this refers mainly to Moshavim)
individually, andwill bedistributedaccordingto volumeof marketing
doneduring yearsof membership.This decisiongavepriority to the
dairy farmersmembers,sincetheir marketingvolume is higher than
other agricultural produce. This situation is creating a possible
difficulty towardsthecominggeneralmeetingon thefirst trimesterof
2007.

On theothersideof thearenawe find themajority of themembersof
Tnuva,at least2/3 of them,andit is true in theMoshavimandin the
Kibbutzim, that arenot engagedin agricultureat all or in agriculture
producewhich doesn'tneedthe marketingservicesof Tnuva.These
membersare supposedto get individually huge sum of money,
sometimehundredsof thousandsof Shekels,and do not find any
interestor any significanceto continueto havesharesof Tnuva,and
prefer getting money which is theirs legally already.Considerable
numberof MoshavimandKibbutzim areheavily in indebtednessand
the selling of Tnuva may give them some refreshingair. So, the
selling is back and supportedby the leadershipof the Moshavim
movementand the one of the Kibbutzim. So, we have a situation
whereon onehandsidethemajority of themembersof Tnuvaandon
the otherhandthe dairy farmers,minority, but quite possiblecapable
to organiseon his side more than the needed25% of the sharesto
block any attempt to sell Tnuva.

The total of the annual income of Tnuva has beenpublished7 and
here.8

Items 2005 2006 comments

Dairy products 3.329.000.000 Sh3.521.000.000 Sh

Meat, poultry, fish 1.047.000.000 Sh1.307.000.000 Sh
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Eggs 230.000.000 Sh 239.000.000 Sh

Vegetables and
frozen pastry

272.000.000 Sh 264.000.000 Sh

Others 419.000.000 Sh 506.000.000 Sh

Real estate 50.000.000 Sh ----

Total 5.347.000.000 Sh5.837.000.000 Sh

Frombothgroupsof datawe seeclearly thatmilk anddairy products
constitutemuchmorethanfifty percentof the total sellsof Tnuva.It
is clearwhy dairy farmersamongthemembersof Tnuvaareopposing
the selling of the cooperativeto a private ownership. How the
membersof Tnuva are planningto halt this process.The main step
they are intendedto take is a counterproposalto the purchasingof
Tnuvato be presentedto the generalmeetingof the cooperative.The
meaningis that they would seekto havea control over the decision
making body of Tnuva, by purchasing more than 50% of the
cooperative's shares.

4. Who are the Intended Purchasers.

In an information publishedin the internet version of The Marker9

five groupsof investorsare competingon the purchasingof Tnuva.
The groupsinclude the Africa-Israel company,the investmentfund
Markston, the international investmentfund Apax, the investment
group of Meir Shamir and the groups of Yigal Hauvi.

The composition of these groups are as follows:
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- Markstonfund is thebiggestinvestmentfund in Israelassociatedto
the Deutsche Bank, as well as to TenŽ investment fund.

- Meir Shamir associated to the Merill-Lynch and to Bank Leumi.

- The real estate promoter Yigal Hauvi associatedto the Fibi
investment bank belonging to Tzadik Bino.

- The investmentfund Apax is a privateinvestmentfund.10 Apax has
8 centresworldwide in the major financial centresworldwide. This
fundhasalreadyinvestedin Israel,mainly in thepurchasingof Bezeq,
the Israeli Telecom company,as well as tenth of Israeli start-up
companies.

- Africa-Israel company belongs to the billionaire Lev Lebayev.

In the tenderamongthe five competitorsthe Apax companywon11

after a processof bid. The price Apax offered was 1.025 billion
dollars. According to that information which quoteArik Reichman,
thegeneraldirectorof Tnuva,Apax didn't offer thehighestprice,but
their offer was the closest to the demandsof Tnuva. Apax was
obligatedto protectthe targetprice of the milk, and to preservethe
equity capitalof 3 billions dollarsfor at least8 yearswithout getting
any dividends.

Thechairpersonof thecooperative,Naftali Ben-Sira,added12 that the
decisionaboutthewinnerhasbeenadoptedafterApax hasofferedthe
most valuable proposal as well as the most significant strategic
contributionto futuredevelopmentof Tnuva.TheAfrica-Israelgroup
and the Meir Shamir group have offered higher in 25 millions dollars.

The main componentsof the Apax offer, published the day the
decisionhasbeentaken,containthe elementsthat Tnuvawill remain
a cooperative.Apax obligateitself to purchase,in theagreedprice,all
Tnuva shareswhich would be offered by members.Memberswho
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would not wish to sell their shareswill be organisedinto a body
associatedto Apax in the managementof Tnuva. Apax will not
withdraw any money fro the equity capital of Tnuva for the next
coming 8 years,and this comesto ensurethat the buyer would not
financethepurchasingfrom Tnuvamoneyitself. Anothercomponent
in the decisionto purchaseTnuvais the ability to leverageTnuvato
direct it towards the international market, since the actual
managementcameto theconclusionthat thereis no moreroomin the
local market for any form of expansionfor Tnuva. Tnuva fixed a
minimum of 800 millions dollars, so the price offered by Apax
responded to all Tnuva expectations.

The generaldirector of Apax in Israel,Ms. Zehavit YosephCohen,
mentionedthat the policy of Apax policy towardsIsraelEconomyis
very positive, and as evidence its participation in purchasingof
Bezeq,and the additional investmentin Israel worth more than one
billions dollars.

The interdictionapplieson Apax to withdraw from the equity capital
of Tnuva up to the amountof 3 billions shekels,seemssurprising,
since13 the equity capital of Tnuva in 2005 standson the amountof
2.3 billions shekels.A possibleexplanationis that the real value of
the real estateof Tnuva is really higher than the former estimation,
and it brings the total value of the equity capital to the 3 billions
figure, and may be More. The assumptionis that Apax think that
Tnuva is managed so inefficiently, that good and effective
managementwould increasethe profit of Tnuva to a level which
enables the fund to achieve better yields on their investment.

Oneof thefactorbroughtApax to offer thepurchasingof Tnuvais the
internationalactivitiesof Tnuva14 providedthatthepurchasingwill be
approved.First plannedstep is the foundation of a dairy and the
purchasingof variouscompaniesengagedin the productionand the
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processingof milk in India.Similar stepsplannedtowardsEuropeand
USA. Parallelly , thepurchasingof largeIsraeli food companies,to the
extent that the general director of the Israeli Antitrust Authority
would approve it.

5. Registrar of Cooperatives

One of the major influential elementin the selling of Tnuva is the
registrarof cooperativesin Israel.The registrarhasthe authority of
regionalcourtof law judgeconcerningall activitiesof cooperativesin
Israel. All steps done by Tnuva managementwere under the
supervision of the registrar of cooperatives.

On August2006theregistrarof cooperativeshasrejected15 a oneyear
old demandof representativesof someof theMoshavim,membersin
Tnuva,mostly dairy-farmers.The registrarhascheckedtheir claims
concerningdeficienciesin the managementof the cooperative.The
membersclaimed that Tnuva did wrong financial investmentsin a
dairy in Roumaniaand in a freshbeefplant in Israel,aswell as the
selling of somereal estates.The registrarexplainedthat no sufficient
evidencesbroughtto him to proof theclaims,soheaccepttheanswer
of Tnuvathat it is her powerto decideon issuesrelatingto financial
issues and not the general meeting.

A further step in the struggleof the membersopposingthe sell of
Tnuvawas in the recentrequestof 23 Moshavimwho claims to the
registrar16 andaskedhim the issuean injunction againstthe meeting
of themanagementof Tnuva.Theregistrargaveanorderto Tnuvato
explain in 48 hoursto him why shouldthey be convenedon Sunday
19.11.06.But, later on, on the sameday,17 he hasdecidedto confirm
this meeting and to enableTnuva to discussand to decide freely
concerningthe comingselling of Tnuva. In fact, he hasrejectedthe
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demandof theseMoshavim,mainly representingmemberswho are
dairy farmers,who areopposedto theselling.The registrarapproved
the meetingof Tnuva managementbecause,mainly, the decisionis
not creatingan irreversible situation, especiallywhen this decision
should be approved by the general meeting of the cooperative.

The selling procedureof Tnuva has createda further to members,
sharesowners, in the cooperative.It refers to the issue of the
ownership of Tnuva. Does the cooperative, the Moshav or the
Kibbutz be the owner of the sharesof Tnuva, or are the individual
membersthe ownersof the cooperative.Decisionon this issuehasa
considerableimportancesinceit is aboutvery considerableamountof
money.18 

The decisionof the registrarin this casehasa very high importance
sinceit mayaffect theability of themanagementof Tnuvato achieve
the specialmajority of 75% of the votes in the generalmeetingof
Tnuva.19 Anotherissuewhich might beof concernto theregistrarand
would requires him to decide is the change of Tnuva from a
cooperativeto a limited company.In suchcasestheregistraroughtto
nominatea specialenquirer in order to clarify if any of the share
holders of Tnuva may be hurt from this decision.

In the caseof MoshavNir Banim, the registrarruled in the dispute
betweenthe managementof the Moshavon onesideanda groupof
16 members,all dairy farmers,on the issueof the ownershipof the
sharesof Tnuva. The Moshav claims that the sharesbelong to the
cooperativeas a whole, but the dairy farmersclaim that the shares
valueshouldbe creditedto membersaccordingto their participation
in the economicactivities of the cooperativetowardsTnuva,and as
dairy farmers, their participation was larger than that of other
members.

- 10 -



Theregistrarruledthatthesharesbelongto thecooperativeandnot to
the individual members. He gave the following reasons:

- In the balancesheetsof Tnuva the sharesare registeredon the
Moshavnameandnot on membersnames.Evenin the balancesheet
of the Moshav the Tnuva shares are presentedas part of the
cooperativeequitycapital.Thedairy farmersof Nir Banimhavenever
registeredthesesharesastheir own propertyandneverdeclaredthem
to the income tax authority.

- Thedairy farmershavereceivedtheir milk productionquotafreeof
charge from the Moshav, and have never paid for.

- Thedairy farmersshowno evidencethat theshareswerewritten on
their names.

- Thereis no evidencethat the real valueof Tnuvais derivedonly or
mainly, from the milk production, during the years of existence.

The decision of the registrar may have some influence on the
decisionsof Tnuvageneralmeetingin the comingmeetingon March
2007. 

A further chapterin this conflict took place20 at the district court of
law in Jerusalemwherethejudgeorderedtheregistrarof cooperatives
to appointa specialenquirerto check the processof the selling of
Tnuvaup to this date.The court determinesthat the enquirerwill be
appointedbeforethe sell takeplacewell beforethe selling of Tnuva
and as consequence,the delay of the datesof the coming general
meeting of Tnuva.

This decisionwas given in the framework of a court compromise,
wherethe managementof Tnuvawill presentin threeweekstime to
the registrarthe whole selling file, and immediatelyafterwards,the
registrar will nominate an enquirer.
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6. The Dairy Farmers Activities

On the16/11/0621 Ynet publishedaninterviewwith Ziv Matalon, one
of the leadersof the dairy farmersmembersof Moshavim. In this
interview he promisedthat the privatisationof Tnuva will not take
placewithout the consentof the dairy farmers.At the beginningof
November2006,22 in MoshavNir Etzion,took placea meetingof 500
dairy farmersfrom different Moshavim.The meetingdecidedon the
actionsplan to mobilise the necessaryfunds neededto thwarting to
plansof Arik Reichmanthegeneraldirectorof Tnuvato sell Tnuvato
private ownership.

The dairy farmersprepareda detailedplan to acquireTnuva. They
were assistedby one of the biggestfirm of certified accountantsin
Israel, Kesselmanand Kesselman,and with one of the major law
office in Israel,Ardinst and Ben-Nathan.The former director of the
Milk Marketing Board, Avshalom Dolav, remindswhat happensto
the fish farming branch,whena privateinvestorentered,who turned
latteron to becometheownerwith majority of shares,andthebranch
turnedto be showinga deficit from a very profitableone.A further
informationis that alreadyin October200623 the associationof cattle
growers,organisingall the cattle growers in Israel and presenting
their interests,that theassociationwill act in all meansto preventthe
selling of Tnuva.

On the day the managementof Tnuvaconvenedto decideaboutthe
results of the tender24 the dairy farmers organised a large
demonstrationoutside of the main offices at the head quarter of
Tnuva.The managementcalled upon the police to separatebetween
the demonstrators and the offices.

Later developmentfrom the dairy farmerside25 is the announcement
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that at least two of the groups which didn't succeed,and another
financial group,of Moty Zisser,asan ownerof anotherbig financial
concern,haveengageda negotiationto join themto presenta counter
proposalto purchaseTnuva,andto bring it to the generalmeetingof
Tnuva, to enable them to remain the co-owners of Tnuva. 

At thesamepagebroughtanotherinformationwhich quotesa passage
from a lettersentby DannyKritchman,formerdirectorgeneralof the
Ministry of Agriculture, and memberof Moshav himself, and who
presentsthe membersof Moshavim wishing to sell Tnuva, and
wishing to distributeto moneyamongthe so manymemberswho do
not use the services of Tnuva now-a-days.26

A newplayeris enteringto thepicturein this storyof thepurchasing
of Tnuvaby the dairy farmers.27 Yitzhak Bader,memberof Kibbutz
and director generalof Granot28 who joined to the dairy farmersto
presenta counterproposalto theonewhich won thetender.Thedairy
farmersproposethattheywill join, accordingto their choice,with one
of the groups.

The dairy farmers proposal includes the following components:

- The private investorwill purchasethe sharesof memberswho will
wish to sell at the price offered by Apax, namely 1.025 billions
dollars.

- The investorand the dairy farmerswill hold 50% of Tnuvashares
each, and will own Tnuva equally.

- Theinvestorwill give to membersof Tnuva,who will chooseto not
sell their sharesimmediately,an option for 8 yearsto pay them for
their sharesthe price of the agreement,the value of 1.025 billions
dollars.

- In the first 3 years,memberswould beableto sell their sharesonly
to other Tnuva members.

- The investoris committedto maintainthe targetprice of the milk,
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and a planed dairy farm.

- The investorwill allocatea non-recourseloan to dairy farmersto
enablethem to pay for the sharesof the memberswho wish to sell
their shares.

- The only securityfor the loan will be the sharesin the handsof the
members. The loan will be reimbursed from the annual dividends.

( It is important to add heremy explanationsto the abovelast two
paragraphs:the investorwill purchaseonly 50% of Tnuvashares.In
casethatmorethan50%of thememberswill wish to sell their shares,
the investor will finance the remaining dairy farmers membersto
purchase,if they wish, up to 50% of Tnuvashares.The securityfor
this loanwill beonly thesharesthemselves,andthereimbursementof
the loan would be done out of the yearly dividends.)

- The investor will nominate a general director.

- The dairy farmers and the investor will nominate two co-
chairpersons.

- The dairy farmers will not oppose any structural change in Tnuva.

- The milk and milk products part of Tnuva will remain as a
cooperative.

Yitzhak Baderhopesthat when it will be decidedwho is to be the
partner-investor,therewill be no needto wait to the generalmeeting
date,but they will start to mobilisemoreandmoremembersto their
side in order to cometo the generalmeetingwith a proposalsound
and supportedby sufficient numberof members.It is important to
note here that Tnuva and Granot are consideredamong the larger
cooperatives in the world29 according to a publication of the
InternationalCooperativeAlliance (ICA). Tnuva standsin the 143
place in the world with an annual turnover of around1.5 billions
dollars,andGranotis in the300placein theworld with 600millions
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dollarsannualturnover.It is importantto completethepictureandto
mention that Granot is basically, (now it is much wider than,) a
regionalpurchasingorganisation.TheKibbutzmovementhastodayt6
regionalpurchasingorganisationswith a total of 4.5billions dollarsof
annual turnover.

7. Last Chapter

The standingcommitteepreparingthe coming generalmeeting of
Tnuva, which convenedfew days earlier to this information item
publication30 discussedthe agendaof the generalmeetingwherethe
decisionif Tnuvawould besoldor not andto whomif yes.Parallelly
to this activity a teamof dairy farmerson behalfof thedairy farmers
membersof Tnuva. Apparently,accordingto the information item,
and which would be changedfew days later, the dairy farmersare
cooperatingwith the managementof Tnuva.The standingcommittee
informedthat theyhaveacceptedtheproposalsof themanagementof
Tnuvato gatherthe meetingon the 6th of March 2007.The standing
committeeheadedby YaakovTzur formerministerof agricultureand
oneof theleaderof theKibbutz movement,announcethat if thedairy
farmerwill requesta certaindelayto theplaneddateto completetheir
preparations, he will grant it.

An article publishedone day later,31 the journalist, Amiram Cohen,
sum-up the further development in the story of the selling of Tnuva.

The first componentin the whole processis the egoconflicts,among
the members of Tnuva, as well as among the future buyers of Tnuva.

At thebeginningof theprocessof makinga bid it wasclearto various
groupsof buyersthat the valueof Tnuvacan'tbe over 850 millions
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dollars. But, the price label now is over 1 billion dollars. The
continuingprocessof the selling forecastby the activity of the dairy
farmers,as well as the competitionamongthe buyers,may increase
the price label of for the cooperative to higher height.

The dairy farmersside,the investorwho will join themwill needto
financefor themin a loan the purchasingof sharesat the amountof
around200millions dollars,in orderthattheywill own 50%of Tnuva
shares.How will theyreimbursethis loan.Thedairy farmersclaimsto
returnthecreditout of thebettermentof thevalueof thecooperative,
sellingout of deficit activities,the improvementandmakingefficient
of the management, and the dividends.

But, analysingthe figures of theseassessmentsraisesthe following
givens: the last net annualprofit of Tnuva was at the level of 170
millions shekels,and in the assumptionthat improvedmanagement
would increasethe net profit to 205 millions shekels,after tax
payments,and assuming that half of this profit will serve for
dividends,theshareof thedairy farmerswould bearound60 millions
shekels, an amount which will hardly serve the interest payments.

Furthercritic aimedat the issueof co-ownershipandcontrolling.The
assumptionis thattheinvestorwill give Putoptionsto thosemembers
of Tnuvawho will decidenot to sell themimmediately'andassuming
thatin few years10%of themwould wish to sell their shares,thenthe
investor will have 60% of the share.

I think that the issuewasclarified by thedairy farmers,andthat they
will find theformulawhich will havethemalways50%of theshares.
It is clear that there always be 50% of the shareswith the dairy
farmers,sothemechanismof theinvestorto financethepurchasingof
shares, up to 50%, will be an operation as long at it will be needed.

The writer refersto anotherpoint wherethe dairy farmersmay meet
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difficulties. The actualmanagementof Tnuva will be able to come
backto thewinning group,Apax, andto inform themaboutthebetter
price offer, andthis groupwill be ableto raisethe price.As a result:
the dairy farmers are going to arrange to Reichmanand to the
management of Tnuva a better price.

The dairy farmers,oppositely,are relying on two major mistakesof
Arik Reichman.32 Thefirst one,in their opinion,is thatReichmanwas
wrong in not reachingwith thema situationof constructivedialogue.
Thesecondwrongstepof Reichmanwasthathehasnot acceptedthe
higheroffer of the bid, but haschosenan offer containingaswell as
ideological components,namely preserving cooperative elements
insidethe new structureof Tnuva.The next stepof the dairy farmers
will be a counterproposalto acquireTnuva,which will be presented
beforethecominggeneralmeetingof Tnuva,wherethedecisionwill
be taken.

Anothermistakeof Reichmanis that he didn't includethe directorof
Granotin theteamdealtwith theselling.It might bea situationwhere
theregionalpurchasingorganisationwould join thedairy farmers,and
by so doing they would havemorethan25% neededto block all the
selling process.The journalist, Yoram Gabizon,adds that Yitzhak
Bader,the directorof Granotdidn't denyhis will to becomethe next
director of Tnuva, as well as that he is the cousinof Meir Shamir,
who proposedthe highestvalue bid for Tnuva, and to this fact the
journalist adds a further significance.It is important to note once
againthatDannyKritchman,memberof Moshavandformerdirector
generalof the ministry of agriculture,who belongsto the selling
supporters.He threatensthat if the processwould fail by the general
meeting, then the non-dairy farmers,who are the majority of the
membersof Tnuva,will decideaboutannualdistributionof dividends
of 200 millions shekelsinsteadof the 50 millions distributedtoday.
Anotherthreatof thesupportersis that in caseof failure in theselling
of Tnuvatheywill hurt thetargetpriceof themilk, soimportantto the
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dairy farmers.

As an almostlast developmentin the evolutiononecanmentionthe
fact that either Apax and Africa-Israel company33 are ready to
collaboratewith the dairy farmersin the acquisitionof Tnuva.This
stepshowsthatApax is not assuredthat thedecisionabouttheselling
of Tnuvawouldbeapprovedby thecominggeneralmeeting.Whereas
in a news publishedon the 28.12.0634 a story about an agreement
signedbetweenthe groupof the dairy farmersandthe groupof Meir
Shamir,is told. The agreementspeaksaboutprinciples,which have
alreadybeenmentionin our paperbefore,andthemainpointsarethat
the control of Tnuvawill be ownedtogetherby the concernof Meir
Shamir and the group of the dairy farmers.The ownershipof the
cooperativewould be sharedequally betweenthe two parties.The
Meir `Shamir concernwill finance to the remaining membersthe
purchasingof sharesup to the amountof 50% of the total sharesof
Tnuva,with a loan which would be reimbursedout of the profit of
Tnuva in the future. After the signatureof the agreement,the dairy
farmersrepresentativesarecalling theactualmanagementof Tnuvato
cometogetherwith a joint resolutionto the cominggeneralmeeting
of Tnuva, scheduled to march 2007.

8. Some Comments Towards the End.

The story of the selling of Tnuva is interestingand attractive. It
contains very interesting findings:

- First of all, Tnuvais a very largecooperative.It is oneof thelargest
economicenterpriseof Israel,andamongthe largestcooperativesin
the world. This is another proof that a cooperativecan operate
successfully in a capitalistic environment.
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- The story of Tnuvashowsus onceagainthe importanceof the fact
that a cooperativecan't exist if the members,at least the majority,
haveno more interestin the servicesit renders,for which they have
created the cooperative.

- Tnuvais a goodexamplethat membersunderstand,finally, that the
cooperativebelongs to them entirely, practically. And this is in
contrary to the prevailing approach of the ICA.

- The registrarof cooperativeshasfinally understood,contraryto his
position in the past, that the approachof the ICA concerningthe
ownershipof the memberson their cooperativeis wrong, and has
adaptedthe approachthat the cooperativebelongsentirely to the
members individually.

- The Tnuvacaseshowsthat whenthereexistsa groupof members,
who find financial interestalive and clear in their cooperative,they
will do anythingin their capacitiesagainstthe demutualization,and
will beactiveto maketheir cooperativeliving in theframeworkof the
cooperative,andto look andto find the solutionwhich will combine
their will with will of the memberswho wish to quit the cooperative
and to get their real value share in the cooperative equity.
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