


PREFACE

This guide outlines the process of organizing a cooperative business and pro-
vides information on the potential steps involved and some important aspects
of cooperative development.

A cooperative business is briefly described, including its structure and basic
principles. Twelve steps involved in most cooperative development projects
are introduced and explained. Important considerations—such as practitioner
principles, pitfalls to avoid, cooperative capitalization, legal aspects of coopera-
tive development, and general rules for success—are presented. This informa-
tion should provide a reader with a comprehensive understanding of the coop-
erative development process.

While this report focuses on agricultural cooperative development, it also con-
tains information that is pertinent to non-agricultural applications. The coopera-
tive business structure, shown to be successful in agriculture, has also been
useful in helping others obtain benefits or provide needed services in areas
such as housing, utilities, finance, healthcare, homecare, childcare, grocery
retailing, manufacturing, business support services, and more.
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The U.S. Department of Agriculture (USDA) prohibits discrimination against its customers, employees, and appli-
cants for employment on the bases of race, color, national origin, age, disability, sex, gender identity, religion,
reprisal, and where applicable, political beliefs, marital status, familial or parental status, sexual orientation, or all
or part of an individual's income is derived from any public assistance program, or protected genetic information
in employment or in any program or activity conducted or funded by the Department. (Not all prohibited bases
will apply to all programs and/or employment activities.)

To File an Employment Complaint

If you wish to file an employment complaint, you must contact your agency's EEO Counselor (PDF) within 45
days of the date of the alleged discriminatory act, event, or in the case of a personnel action. Additional informa-
tion can be found online at http://www.ascr.usda.gov/complaint_filing_file.html.

To File a Program Complaint

If you wish to file a Civil Rights program complaint of discrimination, complete the USDA Program
Discrimination Complaint Form (PDF), found online at http://www.ascr.usda.gov/complaint_filing_cust.html, or
at any USDA office, or call (866) 632-9992 to request the form. You may also write a letter containing all of the
information requested in the form. Send your completed complaint form or letter to us by mail at U.S. Department
of Agriculture, Director, Office of Adjudication, 1400 Independence Avenue, S.W., Washington, D.C. 20250-9410,
by fax (202) 690-7442 or email at program.intake@usda.gov.

Persons with Disabilities

Individuals who are deaf, hard of hearing or have speech disabilities and you wish to file either an EEO or pro-
gram complaint please contact USDA through the Federal Relay Service at (800) 877-8339 or (800) 845-6136 (in
Spanish).

Persons with disabilities who wish to file a program complaint, please see information above on how to contact us
by mail directly or by email. If you require alternative means of communication for program information (e.g.,
Braille, large print, audiotape, etc.) please contact USDA's TARGET Center at (202) 720-2600 (voice and TDD).

Supplemental Nutrition Assistance Program

For any other information dealing with Supplemental Nutrition Assistance Program (SNAP) issues, persons
should either contact the USDA SNAP Hotline Number at (800) 221-5689, which is also in Spanish or call the State
Information/Hotline Numbers.

All Other Inquiries

For any other information not pertaining to civil rights, please refer to the listing of the USDA Agencies and
Offices for specific agency information.
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HOW TO
START A

COOPERATIVE

INTRODUCTION

Cooperatives are unique businesses that operate in
nearly every market segment of the economy. They are
unique in that they are owned and controlled by mem-
bers and operate to economically benefit those same
members. In most circumstances, they are started by
people seeking to fulfill an economic or service need.

This guide is intended to help people who develop a
cooperative or who simply want to learn about the
process of starting a cooperative. It is also intended as
an educational resource for co-op development practi-
tioners. It provides basic information on cooperatives,
their structure and principles, why they are organized,
the steps involved in the development process, and
other pertinent information.

WHAT IS A COOPERATIVE BUSINESS?

A cooperative is a business owned and controlled by
the people who use its services. They finance and
operate the business for their mutual benefit. By work-
ing together, they can reach an objective that would be
unattainable if acting alone.

A cooperative can help members increase their
income or enhance their living standards by providing
important services. A cooperative can help members
gain marketing power and provide quality supplies or
services otherwise unavailable or prohibitively expen-
sive.

DISTINCTIVE FEATURES

In many respects, cooperatives resemble other busi-
nesses. They have similar physical facilities, perform
similar functions, and must follow sound business
practices. They usually incorporate under State laws
and require bylaws and other necessary legal papers.
Owners of cooperatives (members) elect a board of
directors to represent their interests. The board sets
policy and hires a manager to run the cooperative’s
day-to-day business.

Even though cooperatives are similar to many other
businesses, they are distinctively different. The differ-
ences are explicitly identified in the cooperative’s pur-
pose, ownership, control, and distribution of benefits.
Cooperatives follow three principles that define or
identify their distinctive characteristics:

e user-owned,
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e user-controlled, and
® user-benefited.

The user-owned principle means the people who own
and finance the cooperative are those who use it. “Use”
usually means buying supplies, marketing products, or
using services of the cooperative business.

Members finance the cooperative and its operations
through different methods: (1) by a direct contribution
through membership equity or purchase of stock; (2) by
an agreement to withhold a portion of net earnings
(profit); or (3) by assessments based on units of product
sold or purchased.

For instance, a member might be assessed a fee for
every unit (box, bushel, etc.) marketed through the
cooperative. These assessments are generally referred to
as per-unit retains.

The user-controlled principle (also called democratic
control) means that those who use the cooperative also
control it by electing a board of directors and voting on
major organizational issues. This is generally done on a
one-member, one-vote basis, although some coopera-
tives use proportional voting based on use of the coop-
erative (hence, a member who markets 10,000 bushels
of a crop through the cooperative would have a greater
vote than one who markets 1,000 bushels).

The user-benefited principle says that the coopera-
tive’s sole purpose is to provide and distribute benefits
to members on the basis of their use. Members unite in
a cooperative to receive services otherwise not avail-
able, to purchase quality supplies, to increase market
access, or for other mutually beneficial reasons.
Members also benefit from distribution of net earnings
or profit based on their use of the cooperative.

To operate under these distinctive principles, an
important practice —particularly for new coopera-
tives—is to conduct continuing member education. This
is especially critical for attracting and recruiting new
members. It is also necessary because the cooperative’s

membership continually changes. Older members
retire and new ones join.

Keeping owners informed is an important practice
for any business, but vital in a cooperative for at least
three reasons:

1. The democratic control principle, exercised
through majority rule, requires that the entire owner-
ship (members) be informed and involved to ensure
that sound decisions are made;

2. Members must indicate their needs and accept the
accompanying financial responsibilities before the
cooperative can fulfill those needs; and

3. Some people are not familiar with the cooperative
form of business. The educational system in the United
States contains little, if any, information about coopera-

tives. So, the cooperative itself must become the educa-
tional institution.

There are also unique business practices that coopera-
tives follow. These practices include patronage refund
systems, limited return on equity capital, and coopera-
tion among cooperatives (see USDA CIR 55: Co-ops 101,
under References).

Worldwide, cooperatives of all kinds recognize the
International Cooperative Alliance (ICA) statements on
cooperative identity, values, and principles. The ICA
lists seven principles by which cooperatives operate
(see Appendix A).

WHY COOPERATIVES ARE ORGANIZED
People organize cooperatives in response to a specific

problem or opportunity. They develop them to improve

their income or to provide a needed service.

Cooperatives are formed as serious businesses that may

undertake one or more of the functions of marketing,

purchasing, or servicing.

If developed for conducting marketing activities,
cooperatives work to:

* Improve bargaining power— by combining the vol-
ume of members, cooperatives leverage their position
when dealing with other businesses.

* Reduce costs—volume purchasing reduces the pur-
chase price of needed supplies. Earnings of the coop-
erative returned to individual members lower their
net costs.

e Obtain market access—value is added to products by
processing or offering larger quantities of an assured
type and quality to attract more buyers.

* Improve product or service quality —when a coopera-
tive is in a market, the quality of products or services
is often improved because of enhanced competition.
If developed for conducting purchasing and servicing

activities, cooperatives:

* Obtain products or services otherwise unavailable —
cooperatives often provide products or services
where the level of demand would not likely attract
private businesses.

® Reduce costs/increase income—reducing the coopera-
tive’s operating costs through the cooperation of
many members increases their earnings.

A study by the University of Wisconsin Center for
Cooperatives found that there are more than 29,000
cooperatives of all types in the United States. These
cooperatives have 350.8 million members (many people
belong to more than one cooperative), assets of $3.1 tril-
lion, and revenue of $514.6 billion.

The study divides the cooperatives into four major
type categories: commercial sales and marketing; social
and public services; financial services; and utilities.



Further breakdowns among these categories show
numerous types of cooperatives that provide benefits to
their members, including: farm supply and marketing,
bio-fuels, grocery, arts and crafts, healthcare, childcare,
housing, transportation, education, credit unions, farm
credit, mutual insurance, rural electric, rural telephone,
water, and other types in retail, service, and cooperative
finance. (See University of Wisconsin Center for
Cooperatives Research on the Economic Impact of
Cooperatives, under References).

The cooperative business model should be explored
whenever a group of people have identified a specific
need that isn't being met by other businesses in the
marketplace, and/or when they know that it is unlikely
that another business will meet that need. Deciding
whether to form a cooperative is not easy. However, by
understanding the process, people can become more
involved in activities that will ultimately clarify
whether a cooperative will be a good fit for the need
they face.

WHO SPARKS THE DEVELOPMENT OF A
COOPERATIVE?

A compelling need and a few community leaders can
spark the drive to form a cooperative. Usually, these
leaders have identified an economic need or service

they believe a cooperative can meet. They also know
others who have similar interests and shared values.

These leaders can be small business owners, manu-
facturers, growers, artisans, or any citizens who lack (or
are losing): a market for their products, satisfactory
sources of production supplies, or services related to
their occupation. Or, they may wish to secure some
other needed service or reduce their current costs.

Depending on the situation, a new cooperative may
be welcomed with enthusiasm or may be met with vig-
orous opposition, especially from a likely competitor.

If opposed, leaders must be prepared to react to vari-
ous strategies of competitors, such as: price changes to
retain potential cooperative members’ business; better
contract terms or canceled contracts; attempts to influ-
ence lenders against providing credit; and even publici-
ty, misstatements, and rumors attacking the cooperative
business concept.

Regardless of the business climate for the proposed
cooperative, leaders must demonstrate a combination of
expertise, enthusiasm, practicality, dedication, and
determination to see that the project is correctly under-
taken and objectively assessed.

The next section provides the steps typically followed
in developing a cooperative. These should be closely
studied.



ORGANIZING STEPS OF
COOPERATIVE FORMATION

Starting a cooperative is a complex, time-consuming
project. This guide provides a 12-step approach. In
some cases, the steps may be followed in a different
order than listed here. Nonetheless, it is important that
organizers fully understand the potential steps.
Ensuring that the development process is comprehen-
sive is critical to creating a successful cooperative busi-
ness, or deciding against one, if that’s what the assess-
ment recommends.

Figure 1 is an outline of the sequence of events lead-
ing to the formation of a cooperative. The table is bro-
ken down into four development phases: (1) Identify
economic need, (2) Deliberate, (3) Implement, and (4)
Execute. Within each of these phases, there are
events/steps that take place. The 12 steps include some
sub-steps.

PHASE I: IDENTIFY ECONOMIC NEED

The first two steps in cooperative development corre-
spond to identifying the economic need that the pro-
posed cooperative would fulfill. First, the group that
sparked the cooperative idea must explicitly state the
economic need and then hold an exploratory meeting of
potential members. This meeting should serve to fur-
ther flesh-out whether there is a consensus for the eco-
nomic need, and if so, then provide the forum for the
formation of a steering committee to lead the develop-
ment process and fully explore how well a cooperative
might meet the identified economic need.

STEP 1: DETERMINE THE ECONOMIC NEED
The cooperative development process begins with a
small group of prospective members—those sparking
the cooperative idea—meeting to discuss the economic
need and the potential of a cooperative to meet that
need.
Discussion topics at this meeting should include:
* What information about the perceived need is readily
available?
e Could a cooperative effort address this need?
¢ What information about cooperatives is available?
® Who should be invited to a meeting of potential
users?
e How should potential users be contacted?
e Where can an experienced co-op development advi-
sor to help be found?
If a cooperative is deemed to offer a solution, a larger
meeting of interested potential users should be
planned. This is the exploratory meeting.

STEP 2: HOLD AN EXPLORATORY MEETING

Call a meeting of potential user-members to decide if
interest is sufficient to support a cooperative. In other
words, are there enough people who have the same eco-
nomic need that is not being met? Announce the meet-
ing date, time, and place via newspaper, social media
Internet sites, radio, telephone, at other meetings, by
letter, or word of mouth. Invite an outside advisor if
one has been found and contacted.

The leadership group should develop an agenda and
select a presiding officer who can conduct a business
meeting. Also, the advisor (if one has been selected) can
act as chair or facilitator and help answer questions.
Primary agenda items might include the following
questions/topics:
® What is the need? Do all the people present concur

that the current market does not meet this need?

e Would a cooperative be the best solution to this
need?

¢ Cooperative principles, terminology, and brief dis-
cussion on how they operate;

¢ Advantages and disadvantages of a cooperative;

* General scope of the project and preliminary esti-
mates of capital needed; and

* Various forms of member-user commitment needed.

One approach is to have one member of the leader-
ship group discuss the need and another summarize
how the proposed cooperative might solve it. In addi-
tion, an invited representative from a successful cooper-
ative might explain its operations, member practices,
advantages, and limitations.

Allow plenty of time for discussion. Prospective
members should be encouraged to express their views
and ask questions. All issues raised should be
addressed, although answers may be delayed until later
meetings, when more information becomes available.

At this meeting, it’s a good idea to hand out reports
or bulletins about cooperatives to those in attendance.
Answers to some of the frequently asked questions may
be found in an array of cooperative bulletins published
by USDA Rural Development (see References). Such
questions might include:

e What is a cooperative and how is it different from
other businesses?

* Who controls a cooperative? How is it governed?

* What responsibilities to the cooperative do members
have?

e Can’t we just find a grant to fund this?

* What does economic participation mean?

¢ What are net margins and net earnings?

¢ What are patronage refunds and retained patronage
refunds?

® Can cooperative membership be restricted?



FIGURE 1: SEQUENCE OF EVENTS IN COOPERATIVE DEVELOPMENT

Events/Steps

| Description

| Action

Identify economic need*

1. Determine the
economic need.

Leaders meet to discuss issues and to determine the
economic need that a cooperative might meet.

If a real economic need is
identified, continue the process.

2. Hold an exploratory
meeting.

Sub-step: select a
steering committee

Hold a meeting of potential member-users to decide if
interest is sufficient to support a cooperative.

Steering committee members should have a strong
interest in the cooperative and sound business judgment.

If group votes to continue,
collect a token investment and
discuss steering committee.

Select people who are leaders
and excited about the
potential cooperative.

Deliberate

3. Conduct a
member-use analysis
and initial market
analysis.

Sub-step: hold a
second member
exploratory meeting.

Survey the potential member-users to explore prospective
members’ needs, anticipated business volume, location
and business or service characteristics of prospective
members, opinions of prospective members.

Discuss the survey results and preliminary cost analysis with
potential member-users, discuss all related issues.

Analyze survey results; steering
committee votes whether to
proceed; if yes, it conducts a
preliminary market analysis.

Group votes whether to
confinue. If yes, the steering
committee goes forward with
feasibility analysis.

4. Conduct a
feasibility study.

Sub-step: hold a third
member exploratory
meeting.

A comprehensive feasibility analysis, conducted by an
experienced practitioner, will help the steering committee
determine if the proposed cooperative is feasible, based
on well-determined assumptions, researched information,
and the member-use and initial market analysis. A
feasibility study provides insights into the industry.

The steering committee presents the feasibility study
analysis findings to potential members and provides the
committee’s recommendation whether to proceed.

Steering committee reviews and
prepares for presenting study fo
potential member-users.

Group discusses the
recommendation and
decides whether to proceed.

5. Prepare a business
plan.

The steering committee should arrange for the
completion of an in-depth business plan prepared by a
professional familiar with cooperative organization. The
feasibility study will act as a foundation from which to
base the plan. A business plan provides specifics of how
the business will operate within the market.

Business plans act as an
organizational map for the new
cooperative to follow as it begins
operations.

(continued next page)

needed?

capital) be?

tive fails?

What is the risk investment (equity) and why is it
How much will members’ initial investment (equity

Will members’ investment (equity) requirement be
determined by volume or by number of members?
Can members simply cosign a bank note instead of
providing a cash investment (equity)? What are the
risks involved in cosigning?

How much money can members lose if the coopera-

Can members sell their stock and other investments
(equities) and get out of the cooperative whenever
they want? Can they sell it to whomever they want?
What are marketing or purchasing agreements and
why are they needed? How long do they last? If
members can’t meet the terms of the agreement, do
they have to pay a penalty?

These and many more questions about how coopera-

tives operate may be on the minds of potential mem-

bers, especially if they have not had any prior experi-

ence with cooperatives. Providing accurate answers and

making available sufficient materials on cooperatives
are extremely important for building confidence in, and
excitement around, the proposed cooperative business.
If the group of prospective members decides that a
cooperative will meet their needs and it wants to con-
tinue toward creation of a cooperative, then the atten-

dees can be asked to make a token investment in the

this second step.

concept. This money may be used to cover planning

expenses and it also provides an indication of the sin-
cerity of the participant’s interest. Also, at this time, a
steering committee should be formed as a sub-step of

Select a Steering Committee. A steering committee
helps to streamline and expedite the development




FIGURE 1: SEQUENCE OF EVENTS IN COOPERATIVE DEVELOPMENT continued

Events/Steps Description Action
Implement
6. Employ legal The articles of incorporation state the purpose of the Provide legal counsel with all

counsel to draft and
complete legal
papers

Sub-step: hold fourth
member exploratory
meeting.

cooperative business and give the cooperative a distinct
legal standing. The bylaws state how the cooperative will
conduct business and must be consistent with both State
statutes and the articles of incorporation.

All the work and recommendations of the steering
committee are reviewed, including changes to
the business plan and the legal documents.

pertinent information about the
cooperative and work with them
fo develop all legal documents
necessary.

Hold another vote whether to
legally form the cooperative. If
affirmed, file the articles of
incorporation.

7. Hold first meeting
of the cooperative.

This meeting is for approving the bylaws, discussing the
proposed business plan, and electing the first board of
directors.

It is important to have a
good turnout of members at
this meeting.

Execute

8. Convene first
board of directors
meeting.

At this meeting the new directors will elect officers per
the bylaws, appoint committees, and discuss steps for
carrying out the business plan. Other important
business might include use of debt capital, membership
drives, and development of manager qualifications..

The new board needs to hold
an orderly meeting with a well-
defined agenda.

9. Hold a
membership drive.

A membership drive is held when a new cooperative
needs more members than those who had taken part
in early meetings and shown commitment.

Arrange informational meetings
with prospective members.
Communicate the vision and
goals of the new cooperative.

10. Acquire capital.

The board of directors arranges for adequate capital.
Capital may be raised by members purchasing stock
(equity) and borrowing funds (debt) from a lending
institution. Projected cash-flow analysis and financial
statements from the business plan help determine capital
needs.

Members must invest or pledge
sufficient capital to demonstrate
commitment to the
cooperative.

11. Hire a manager.

The board of directors must hire a qualified manager who
will be responsible for the day-to-day operations of the
cooperative.

Form a search committee,
review recommendations,
inferview candidates.

12. Acquire
equipment and
facilities, begin
operations.

The manager and board together determine what
facilities and equipment are needed and then acquires
(or rents) them. The manager hires employees to
operate the cooperative.

Follow the guidelines laid out in
the business plan.

committees need to take. The committee should estab-

process. This committee will lead the effort to conduct a
member-use analysis, feasibility study, and business
plan (if the process goes that far). At the exploratory
meetings with potential members, committee members
will present information and findings, lead the discus-
sions, answer questions, and provide feedback when
appropriate.

Members of this committee should have a keen inter-
est in assessing the potential of a cooperative, be well
respected within the community, and have sound busi-
ness judgment. Steering committee members often
become the initial organizers and members of the coop-
erative’s first board of directors.

The committee’s first function is to select officers.
Next, it should consider the required steps in the devel-
opment process and establish an estimated timeline for
conducting those steps. Figure 2 provides a diagram of
the steps that most cooperative development steering

lish “finish-by” dates for each of these steps. The dia-
gram shows the decision nodes that determine if fur-
ther steps will be forthcoming.

Throughout the cooperative’s development, the steer-
ing committee should enlist an experienced advisor or
practitioner to help with the necessary analysis during
some of the steps. This specialized help should come
from someone familiar with the intricacies of the coop-
erative-development process.

PHASE II: DELIBERATE

The steering committee takes the development pro-
ject all the way through Phase II, which consists of
Steps 3, 4, and 5. An experienced advisor/practitioner is
often used for some of the activities in these steps.



FIGURE 2: STEERING COMMITTEE STEPS AND ACTIONS

Once the steering committee is formed, it carries out these development steps and actions:

Deliberation phase:

Rejection:

Stop Process

Conduct a member-use and initial market analysis.

¥

Present findings of the member-use and initial market

analysis at an exploratory meeting of potential members
and answer aquestions and lead discussion.

Find outside advisor(s) to conduct a comprehensive
feasibility analysis.

v

Present results of feasibility analysis and the committee’s

recommendation at an exploratory meeting of potential
members.

es
Y Prepare a business plan for the new cooperative using the

feasibility study as a foundation.

Implementation phase: \ll

Consult legal counsel to properly prepare the articles of
incorporation and bylaws.

v

Explain articles of incorporation at a member meeting and

hold vote to legally form co-op. If affirmed, file articles.

Hold first meeting of cooperative to adopt bylaws, elect
board of directors, and discuss the developed business
plan to gain some feedback.

v

New board of directors takes over from steering committee.

Often, the signatories to the articles of incorporation serve as the interim board.

1. Members’ needs—the cooperative is formed and
operated for the sole purpose of meeting members’

STEP 3. CONDUCT A MEMBER-USE ANALYSIS AND needs. What are those needs? Where are members locat-

INITIAL MARKET ANALYSIS ed? How experienced and capable are members? What
The steering committee must learn all it can about the is their familiarity with, and use of, other cooperatives?

cooperative’s potential members and what the coopera- ~ What is their willingness to join, finance, and use a new

tive might do for them. It also needs to gain a more cooperative?

indepth understanding of the marketplace the coopera- 2. Anticipated business volume—the cooperative

tive will operate in. must have some assurance of sufficient volume to oper-
Member-use analysis. To analyze potential member ate as a business and to plan for facilities and needed

use of a cooperative, a survey should be conducted of equipment. What are potential members’ recent volume

prospective members. The survey should explore four (production or purchasing) for the most recent, or a

areas: typical, year? What proportion of that volume will



members’ market/buy through the cooperative?

3. Location and business or service characteristics of
prospective members—where, how, and when the
cooperative delivers its services is a prime considera-
tion. Will the possible locations and methods of con-
ducting business be well received by members? What
variety of services will be offered, and what will mem-
bers want?

4. Opinions of members—member participation in
decisionmaking activities and sense of cooperative spir-
it are important for success. How do members feel
about cooperatives and participating in one? Will they
be excited about ownership and control?

Survey questions should be designed to gain infor-
mation about these four areas. Formal survey tech-
niques are best. The advisor usually drafts the survey
questionnaire for the steering committee to review.
Appendix B provides an example of a potential-mem-
ber survey.

While the survey is being prepared, the steering com-
mittee should develop a list of potentially interested
members. When the survey is completed and approved,
the committee interviews potential members. In some
cases, the survey may be given out at a meeting to be
filled out by the potential members, or it may be mailed
to them so they can fill it out at their convenience.
Mailing the survey is likely best when there are a large
number of potential members that the steering commit-
tee wants to reach. However, face-to-face interviews
usually yield more thorough information and are thus
best, if feasible.

For face-to-face interviews, steering committee mem-
bers might travel with the advisor(s) to locate potential
users or otherwise invite potential members to identi-
fied meeting locations. If confidentiality is important,
the advisor should conduct the survey. The advisor
should be prepared to discuss and answer questions
about the proposed cooperative venture for the poten-
tial members.

Estimates of both membership and volume should be
conservative. Not all persons interested will join initial-
ly, and some may wait to join later. Unfortunately, not
all who join will make full use of the cooperative’s ser-
vices.

Once all the surveys are completed and collected, the
advisor objectively analyzes the responses, prepares a
report of the results, and presents it to the steering com-
mittee. The committee will then fully discuss the
results, looking at the potential members’ interest in
joining the proposed cooperative, anticipated business
volume, willingness to commit product (or use the
cooperative for purchasing), and ability and willingness
to provide capital. Depending on results, the steering

committee then decides whether to proceed with the

project. Following a decision to proceed, an initial mar-

ket analysis is conducted to determine if the proposed
cooperative has a feasible economic role in the market-
place.

Initial market analysis—this analysis, conducted
prior to a more formal feasibility study, will identify
how well the proposed cooperative’s activities, given
the economic need already identified earlier, will fit
into the marketplace. Conducting this assessment will
also help focus any additional services that the coopera-
tive may be able to provide as a benefit to members.

This preliminary marketplace assessment doesn’t
need to be extensive, but it needs to identify suitable
markets, given the economic need(s) to be fulfilled. It
should also identify how the cooperative will fit in
those markets, sources of supplies that will be needed,
and likely service providers (and their requirements).

Here are a few methods for gaining this important
information:

e Use previous market research and industry common
knowledge.

e Do a survey of market, supply, or service providers.
Contact users of the services, and potential buyers or
suppliers, to learn about their experiences. Determine
what their requirements are, and see if they can pro-
vide cost estimates.

e Ask State and/or Federal offices (such as USDA Rural
Development offices, Extension Service, or communi-
ty action agencies), universities, cooperative centers,
commodit