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ABSTRACT

Problems related to marketing are currently seen by many fishing
industry analysts as a primary matter of concern to the small-scale
fisherman. The formation of cooperatives has been an Increasingly
popular response to difficulties experienced in the marketplace, In
Maine and New Hampshire a ten—fold expansion in the numbers of fishery
cooperatives has been observed over the past decade.

Fishery marketing cooperatives in the study area of Maine and New
Hampshire have experienced substantial variability in success rates from
one organization to the next. The following study is an evaluation of
the success of these cooperatives and an identification of fundamental
reasons for the differential rates of effectiveness in improving members'
returns net of marketing costs.

Most information was collected through informal on-site interviews
with cooperative managers and members during the summer and fall of 1981.
Secondary sources of specific relevance were limited as little analysis
to date had been devoted to the roles of cooperatives in the marketing of
figsh and shellfish,

Through preliminary analysis significant differences in net returns
to member fishermen were demonstrated. Conclusions showed that varia-—
tions 1in net prices for lobster were greater than for groundfish due to
differences in marketing systems and the wider range of alternatives
available to the managers of the predominantly lobster cooperatives.

The two most important explanatory factors subsequently identified
in the analysis of differential rates of economic effectiveness were the
competence of management and levels of conflict extant within the coop-
erative. The acquisition and retention of an effective manager and the
role of the manager in reducing conflict levels were established as
preconditions, but not as guarantees, of economic success. It was
further concluded that at the time of the study such preconditions did
not exist at most of the cooperatives surveyed. An increased awareness
by the board of directors of the importance of the manager and knowledge
of procedures required to identify and retain competent managers are key
needs of the cooperatives studied.



Fishery Marketing Cooperatives in Northern New England

INTRODUCTION

The purpose of this study is to document the functions and analyze
the roles of fishery marketing cooperatives in the small-scale domestic
fishing industry, using cooperatives in Maine and New Hampshire as case
studies. Problems related to marketing are currently seen by many
industry analysts as a principal concern of the domestic fisheries. Ome
means of reducing the adverse effects of market-related problems that
have been increasing in recent years is jolnt action in the form of mar-
keting cooperatives. This alternative has been particularly attractive
to small-scale producers who lack sufficient individual volumes to
achieve size economies in many marketing activities. The attractiveness
of the cooperative concept can be partially gauged by the ten—fold
increase in the number of fishery cooperatives in Maine and New Hampshire
during the past decade.
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marketing=cooperatives varleiéisubstantlaliy*irom one prganlzatioir 1o
nexst....Some cooperatives have grown in” membérship®and’{if-the” number:of
functions::performed, while.for others,. survival is questionable. Despite
the continuing sericusness of the marketing problems facing many
fishermen and the potential benefits of cooperative marketing cperations,
relatively little analysis has been devoted to documenting and evaluating
the operations of existing cooperatives in the study area and in
identifying the reasons for the relative success or failure of these
enterprises, The current study is an initial attempt to address these
issues.

Why Cooperatives?

The roles or combinations of roles of fishery marketing cooperatives
in enhancing the welfare of members may be grouped into three broad
functional areas: 1) achleving savings through improved operating
practices, particularly those requiring larger volumes; 2) increasing
prices through the use of new marketing channele or through the
improvement of products by use of higher quality standards; and 3)
exerting increased bargaining power with buyers and suppliers. Since
each of these activities involve costs, the relative economic success of
a cooperative should be measured by its effect on returns to fishermen
net of all marketing costs.

The basis of concern by northern New England fishermen regarding
their economic situation is evident from landings and price statistics.
Based on data collected from field interviews, the incomes of area
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fishermen from the sale of marine products net of direct costs were
estimated to range from $4,300 to $14,800 in 1981, 1If part-time
fishermen are excluded from this range, the approximate average net
member income that year was $11,000, Typically, lobster fishermen had
incomes slightly lower than this average, while ground-fish fishermen had
somewhat higher incomes, Continued depressed ex—-vessel prices over the
past several years have meant that these low-level incomes probably have
not changed significantly.

While the functions of the cooperatives studied were predominantly
economic in nature, these organizations can also provide benefits which
are best described as social. Examples of such benefits would be
increased community solidarity, improved social interaction, and the
provision of a forum for political action, This last activity may have
been significant in the decision to form several of the cooperatives in
northern New England as their establishment dates to the early 1970s--the
critical period leading up to the passage of the Figheries Management and
Conservation Act of 1976, That act, commonly known as the 200-mile limit
law, limits fishing by forelgn flag vessels over a wuch enlarged portion
of the continental shelf off the U.5, At the time of its passage, it was
widely seen as the salvation of the domestic fishing industry, an expec-
tation which proved overstated., Because of the difficulty in measuring
these relatively less tangible benefits which fishermen and their commu-
nities may derive from cooperatives, the principal focus of this study is
on marketing issues, Nevertheless, the importance of potential social
benefits resulting from the existence of cooperatives should not be
discounted.

Why the Study?

The specfic objectives of this study are three-fold: 1) to document
and describe the activities of existing fishery marketing cooperatives in
Maine and New Hampshire, 2) to evaluate the accomplishments of the study
cooperatives in increasing returns to fishermen net of marketing costs,
and 3) to make a preliminary determination of the base causes of

differences in the apparent economle success of the area cooperatives.
Although the results are specific to the northern New England area, the
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DATA SOURCES AND METHODOLOGY

Secondary data from the study area are limited to figures on
landings and average ex-vessel prices (e.g., receiptsg), Boston auction
prices, and license information (National Marine Fisheries Service, Malne
Department of Marine Resources), The landings, and particularly
ex-vessel price data, are used cautiously since many of the area
fishermen and dealers who supplied the information emphasized that their
filings were only reliable for measuring general trends. Hence, much of
the data for this analysis was collected from personal interviews. In
total, 17 cooperatives in the region-all those in the region but the two
at the northern-most point of Malne-were surveyed.

Data were collected using personal interviews during the summer and
fall of 1981. All managers were interviewed, and typlcally records,
membership, and coop by-laws were made available for review. All
skippers at the smaller cooperatives (e.g., 15 boats or fewer) were
interviewed, and about one-third at the remainder. Selected crew members
on both coop and non-coop boats were also chosen to be interviewed in
order to reflect different perspectives on the activities of the
cooperatives and the relationships among members.

The direct economic benefits of area lobster marketing cooperatives
are estimated using a combination of cross-sectional price comparisons
and impressions of coop members concerning relative price movements since
the establishment of the cooperatives or since their joining., Prices are
adjusted to reflect patronage dividends, z common occurrence among both
cooperatives and proprietors' firms handling lobsters. The econcmic
benefits to the wembers of the four groundfish marketing cooperatives are
more difficult to assess as the Boston fish auction prices in effect
antahbW ek saninteddhnnnduagvuc ductfzt b Lre TEyion ™ o Wadiviori sl Oy

gradutions are more relevan: for fish than::for lobster. Under _such
circumstances, there {s little::price -variability which can be directly
attributed to the existence of a coop. As an alternative, cooperative
benefits are measurable primarily as reductions in handling costs charged
to the producer or as quality improvements.

Beyond the direct measure of economic benefits, the success of
cooperatives can be inferred in part from membership changes and the need
to include sales by-laws requiring members to sell a majority (typically
50-100%) of their catch through the coop. Members were also asked to
rank their trust in thelr manager and to assess the conflict level among
members and between members and the manager. Correlation analysis is
used to determine the relationshipes between the economic rank of a
cooperative (a ranking of the direct economic benefits) and its
characteristics including membership changes, counflict levels, and
demographics of the manager (age, education, etc.). These results give
some insights into the institutional factors explaining the relative
success of some cooperatives over others,



DESCRIPTION OF THE STUDY AREA

The study area encompasses the Gulf of Maine, bounded on the south
by Cape Cod and on the north by Nova Scotia. The bottom and coastline
are both rough, jagged and fissured; the two hundred miles of lateral

coastline cover over three thousand miles if all of the indentures are
measured,

Only an estimated 4,500 to 5,000 full-time fishermen fished the
Maine waters in 1980, although over 10,000 licenses were issued (Maine
DMR). No data on numbers of fishermen were available from New Hampshire,
but the rather limited extent of the coastline reflects a much smaller
effort. Estimates place the numbers at fifty full-time fishermen and 125
fulltime lobstermen.

While the marine resource is diverse, a few specles dominate the
commercial catch., The major one is lobster, accounting for over fifty
percent of the total value in Maine. Major groundfish are ocean perch
and cod, followed by pollock, haddock and dab. Ocean scallops have
become a more important product in recent years (Maine DMR), Overall,
landings in Maine and New Hampshire represented approximately one-third

of the New England total in 1980, but only four percent of the national
total (NMFS).

Virtually all fishing is carried out independently in day-trip
vessels., Lobster boats are generally quite small, 1.e., in the 25-foot
range, Even trawlers are typically only 35-40 feet long, making them
only moderate in size by regional standards.

MARKETING SYSTEMS

The vast majority of fish and lobster landed in Maine and New
Hampshire 1s marketed in the northeastern United States. Sales are for
the most part in the form of fresh fish or live lobster, as processing
and freezing facilities in the area are limited and fresh products have
greater market value. An important change in the regional industry
during the past few years has been the increased feasibility of shipping
fresh fish and live lobster to more distant markets.

Except for groundfish shipped to Boston and sold through the
regional auction, fish and lobster are most commonly sold by individual
bargaining between fishermen and intermediary dealers. Sales are typic~
ally made by fishermen to a single dealer who often offers the only
marketing option at specific times or locations,
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The majority of smaller-scale draggers and gillnetters sell to local
"truckers” who ship fish into Boston. Little processing takes place in
Maine or New Hampshire, although a few relatively small cutting houses do
exist. The truckers act as brokers for the fishermen, remitting the
Boston board price for catch less trucking feea, a fixed percentage for
marketing services, and varying amounts for shrinkage. Considerable
opportunity for abuses exist within this system as fishermen assume the
risks of losses due to poor handling and to dishonesty at a number of
levels, Market control by one or as a few buyers within certain locales
may also exist since there is little apparent competition among truckers
to provide such services.

Lobster are generally sold to local wholesale dealers who pay an
ex—vessel price based on the dealer's contacts with the wholesale and
retail markets., These contacts may be with local retail businesses and
restaurante or with wholesale markets in Boston, New York, or New Jersey.
The local wholesale dealers are most commonly the owners of "wharves”;
they also provide essential services to lobstermen, such as the sale of
fuel and bait and the provision of space for gear storage and repairs.
These Bervices tend to tie a lobsterman to a specific wharf, and shifting
from one wharf to another is often difficult due to local custom and to
the controlled nature of interactions among wharf owners. The result is
that potential for buyers to set prices between the competitive level 1is
not uncommon. It is not unusual in a number of situations for dealers to
discipline lobstermen who display an unwelcome degree of independence in
selling their catch. Nevertheless, the traditional wharf system has the
offsetting advantage of providing services to lobatermen and, in some
cases, guaranteeing a steady market,

DESCRIPTION OF THE STUDY COOPERATIVES

A significant feature of the regional cooperatives is their newness;
fifteen of the seventeen were founded in the 1970s. Some are quite small
with but twelve vessels, while others have up to 70 (see Table 1).

Vessel numbers are a more accurate basis by which to compare various
coops, as membership policies widely differ, especially regarding crew
members. Some coops admit crews as they are pald on shares or lays and
hence share in the risks of fishing, while other coops only allow
owners/skippers as members.

Most cooperatives are dominated by the sale of lobster, both in
terms of volume and gross sales. The largest, Stonington, for example,
had estimated 1981 dock values of $1.6 M for lobster and $.9 M for fish,
even though the volume of fish handled was 3.5 times that of lobster.

A third significant characteristic of these cooperatives is their
dégree of isolation., Taking Boston as a regional focal point, highway
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miles varied from less than l100 for Portsmouth to 300 plus for
Beals—Jonesport, Bucks Harbor, Corea, Cranberry Isles, and Swans Island.
Three-Vinalhaven, Swans lsland and Cranberry Isles—further rely on ferry
gaervice which, except for Cranberry Isles, is provided by the state., The
more remote coops are, of course, closer to Canada and provide some
additional marketing opportunities.

COOPERATIVE MARKETING SYSTEMS

The marketing services provided by the study cooperatives are
described in Table 2. Most handle input supplies such as line, ice and
fuel, an important service in these remote areas, Coop wharf ownership
provides access to the boata, thus eliminating one factor that allegedly
is used by private handlers to limit competition. Lobster cars——floating
boxes that hold lobsters for short periods during the assembly of full
loads or during brief intervals of depreassed prices—--are often provided
by coops; however, disease and other problems limit the duration during
which it is profitable to use these enclosures.

Coop—operated trucks are used primarily for carrying fish. Since
transporting live lobsters 1s technologically complex, it is attempted
only by the larger, more experienced cooperatives such as Stonington, In
the main, the cooperatives depend on dealers' equipment to transport
their catches to market.

Among cooperatives marketing fish, the major distinction is whether
the cooperative ships to the Boston auction market or attempts to find an
alternative arrangement. Alternatives are often sought because fishermen
wish to avold the vagaries of the Boston market and are also concerned
with the occasional disappearance of whole boxes of fish. When the
market is used, a broker 1s usually involved who receives approximately
an 8% commission, On the other hand, Stonington ships to a dealer
outside of Boston and recelves a fixed price that is five cents below the
Boston market price. This system has the advantage of providing access
to the market early in the day when prices are normally higher., Efforts
to sell fish locally are limited by the small size of the communities and
the lack of processing operations.

The alternatives for lobster sales are broader, but sales to local
dealers nonetheless predominate, At some coops, the board sets the
marketing policy, including distributing the catch to available outlets.
Thoee located in high tourism areas, such as Cranberry Isles, sell or
regell directly to local restaurants, Although summer prices are high,
they drop sharply at the end of the season. Several coops, including
Boothbay, Pine Point, and New Harbor, have their own retzil outlets.
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The final major variant {includes sales for long-term storage. Since
this necessitates the use of lobster pounds, the option is limited to
Beals-Jonesport and Pemaquid, from which the lobsters move into Nova
Scotia. The stqrace of. labstera_ipn nonnds.prawgddee. sara. en. imoartant

markeil JpuTleibecause -local “gales dror ac the =nd.of the summei--weasomi
while-suppliew:remain high, at least tnrouglr:September. Pounds require
conslaerable--technical expertise and working capital to maintain, and no
tegionai cooperatives currently use them in their operations.

Evaluation of Relative Economic Success

Because the channels for lobster and groundfish are so diverse, the two
products are examined separately.

Lobster

Table 3 summarizes data gathered on the ex-vessel price of lobster
at the time of interviews with cooperative managers, cooperative payments
from surplus funds known as patronage dividends for the preceding year,
and membera' bellefs about changes in ex-vessel price trends since the
establishment of the cooperatives. Complete information was not
avallable at each cooperative, however sufficient data were avallable to
allow reasonable assessments to be made of the economic performance of
each cooperative,

A number of explanatory comments are necessary in order to clarify
information presented in Table 3. In the case of lobster cooperatives,
no per pound handling charge 1s assessed. Lobster are sold directly to
the cooperative and patronage dividends representing a share of the
cooperative'as profits are distributed on a per pound delivered basis to
the individual members. The net effect is for the patronage dividend to
increase the ex-vessel price by that amount.

Biological factors affecting lobster stocks have also affected the
survey data. The survey, consisting of initial interviews with
cooperative managers, was conducted from June 15 to August 15 of 1981,
Cooperatives were surveyed from south to north, colneiding with the
direction in which the lobster shedding season moves up the coast due to
changes in water temperature. Because of the effects of the lobster
shedding season on prices and availability, listed ex~vessel prices are
roughly comparable, despite the 60-day time span in price data
acquisition. Lobster prices tend overall to be reascnably stable between
the middle of June and the end of August, However, at Boothbay and New
Harbor only shedders were coming in at the time of the survey, while at
Stonington the reverse was true and shedder season had not yet begun.



Table 3: Lx-vessel lobster prices, 1980 patronage dividends,
and price trend perceptions at cooperatives surveyed,

Summer-rall 1981,

Contearative
Seals-JoneSport
Boothbay

Bucks Harbor
Corea

Cranberry Isles
New Harbor
Pemaguid

Port Clyde
South Bristol
Spruce Eead
3tonington
Swens Island
Vinalhaven
winter Harbor

Lobster 1980 Patronage
Price/lb, Dividends
2.00/2.75 «19/1b.
1.60 (5.)1 Net loss
2.02/2.77 . 13/1b.
1.60/2.75 .305/1b.
1.70/%.00 .05/1b.
1.50 (8.) .07/1b.
1.65/2.90 N/A
1.55/2.55 N/A
2.20/3%.20 Broke even
1.38/2.38 «24/1b.,
2.76 {H.)2. .10/1b,
1.60/2.75 Net loss
1.50/2.50 Broke even
1.60/2.75 Net loss

Friece Trend
Fercentions

Higher
fore consistent
Same 88 before
More consistent
Same as before
Righer
Higher
Higher
Higher
Higher
Zigher

Source: Information provided by manegers and members of

study cooperatives,

Shedders
Hard shell

had  Tad
. . .

Since establishment of the cooperative.
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Patronage dividends are listed on a per pound basis for ease of
comparison. Only Pemaquid and Port Clyde declined to provide this
information, although both of these cooperatives were identified as
distributing some level of patronage dividends in 1980. At two of the
cooperatives showing net losses for 1980, Pine Point and Winter Harbor,
new managers were subsequently hired, and both were operating profitably
at the time of the study and were expecting to pay dividends in 198l.
South Bristol had been making paymente on a large capital investment in
real estate and was expecting to pay its first patronage dividend in
1981. Vinalhaven was also recovering from the effects of high start-up
costs,

ou An Avaeagtinnceaso o tha wthdant af natmenane dicidends. {4 that
fistiermer generally refer to them-acs "bonuses.” Moreover; some dealers:

or, more frequently, at the end of the season., An understandable
confusion has resulted in the minds of fishermen as to what advantage
lies in belonging to a cooperative 1if private buyers are paylng a
"bonus.” This dealer practice has resulted in member commitment problems
for a number of cooperatives,

0f the lobster cooperatives paying patronage dividends in 1980, the
average amount on a per pound basis was .155¢. Random checks with
dealers established that ex-vessel prices paid by cooperatives during the
study period were very similar and in many cases even a few cents higher
than prices offered by lobster buying stations in the same or nearby
anchorages, Thus, overall cooperatives gave evidence of paying slightly
higher prices than proprietary handlers during the study. Nevertheless,
it remains difficult to prove the contention that some cooperatives are
actually paying higher ex-vessel prices than private dealers in certain
ports due to the limited detailed secondary data and the secrecy
customary in the industry. Thus, member beliefs about price trends are
used to provide some corroboration. Members were asked to state whether
they believed prices were higher, more consistent, lower, or the same as
before the cooperative came finto existence. Table 3 shows the most
frequently occurring response, The general perception is that ex-vessel
prices were higher at the time of the study than before the formatfon of
the cooperative.

Cooperatives paying patronage dividends by definition provide direct
economic benefits to members. Per pound dividends can be added to the
ex-vessel price for shedder lobster in order to arrive at a basis for
comparison of these monetary benefits at the time of the survey. To
adjust for the effects of cooperative net losses, an estimate of
.05/pound was subtracted from ex—vessel prices at Boothbay, Swans Island
and Winter Harbor. This adjustment was based on information provided by
local observers and does not precisely reflect the short term reality as
net coperating losses are usually covered by borrowing additional funds.
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An average patronage dividend of .155/pound was added to the ex-vessel
prices at Pemaquid and Port Clyde where dividends were being paild but
information on precise amocunts was not available. Due to the early
organization of Pemaquid, it is probable that dividends at this
cooperative were actually somewhat higher than this average figure. To
allow for the fact that no shedders were being landed at Stonington
whereas the majority of landings at other cooperatives were shedders, a
projected shedder price of $2,01/pound was used for Stonington, This
estimate was based on conventional hard shell/shedder price relationships
and is probably a conservative estimate, as prices at Stonington tend to
be higher than at many other locales.

Rankings of direct economic effectiveness as evidenced by higher
ex—vessel prices and given the stated adjustments are as follows: South
Bristol, Beals-Jonesport, Bucks Harbor, Stonington, Corea, Pemaquid,
Cranberry Isles, Port Clyde, Spruce Head, New Harbor, Boothbay, Swans
Island, Vinalhaven, and Winter Harbor., These rankings are, of course,
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" other cooperatives, this organization's overall costs compared to mos
Lewed quite positively. performance must be v

Groundfish

nefits of the four cooperatives marketing The direct economic b
* groundfish are more difficult to assess. This 1is appreciable amounts o
to the pervasive use of Boston auction prices as to a large extent due
1lng value throughout the region. In addition, the basis for determi

more important for fish than for lobster, quality variables are
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The Casco Bay cooperative would have to be counsidered a financial
failure by most standarde since it was wavering on the edge of bankruptcy
at the time of the survey. Casco Bay was shipping to more distant
markets in New York and Montreal rather than Boston in the hope that the
net rewards would be greater. It was not possible to determine whether
Increased trucking costs attributable to the greater shipping distances
involved, or the effects of quality problems, or some combination of
these factors regulted in the financial difficulties of this cooperative.
Both South Bristol and Stonington would have to be considered
economically more successful than Portsmouth due to the slightly greater
financial rewards accruing to member fishermen, and despite the fact
that patronage dividends were being paid to member fishermen at
Portsmouth while dividends were not being pald to member draggers and

il “*'i'%i‘ﬁ i %. i éﬂié %W} %5} i sfﬁ? ﬂﬂiiiiiiiiiiiiiiiiiiiiiih

Portsmouth was assessing a $.06/1b. trucking charge at the time of
the survey and was also paying an 8 percent brokerage fee at the auction,
The result was that on a pound of yeliowtall flounder selling for
$.40/1b, at Bostom, only $.31/1lb., was being remitted to the fisherman.

In contrast, the Stonington cooperative was charging a S. 06/1b. trucking
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guality-issues on sales, and 3. --The .cost. of membership shares in"the
cooperative.

Since Portsmouth ships to a brokerage house at the Boston auction,
the result is that Portsmouth usually receives an amount somewhat below
the average Boston board price for the day because the catch is offered
later in the trading day when prices have declined substantiaily.
Stonington, however, receives a fixed sum of $.05/1b, less than the
average price for the day, meaning that the actual difference between the
Stonington and the Portsmouth price 1is less than appears at flrst
analysis,

The next factor is the problem of quality control. Portsmouth has
in the past experienced periodic problems with lots being rejected due to
inadequate quality standards. On the other hand, Stonington has an
excellent reputation for high quality fish and has not had to write off
occasional bad shipments. The result is that Stonington fishermen are
recelving roughly equivalent or somewhat higher net returns than
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Portsmouth fishermen, despite the dividend of $.005/1h. being paid at
Portemouth and the approximately 200 mile shipping difference to major
markets, Finally, when the third factor, the relative cost of membership
is taken into account, the relative gap in benefits widens. Membership
in the Portsmouth cooperative requires an initial investment of $1,000;
at Stonington, the cost of a share is only $100.

One general conclusion that can be drawn 1s that alternative
marketing arrangements result in relatively higher prices for fishermen
as well as for lobstermen. A significant aspect of the marketing program
is careful attention to quality. Higher and more consistent quality
enhances prices due to a reduction in lots unsold and facilitates access
to alternative outlets not available to cooperatives with reputations for
poorer quality. However, the net economic benefit of quality control can
not be determined as no attempt was made to measure the costs of improved
handling procedures,

Second, it may tentatively be concluded that direct economic
--bhenefits from_cnoperasriuve fiah.marketine anneer. tn arxdef. nrimarilye as o

Little effect of group action on price levels'is Tikely due to -the
widespread reliance on Bostonr auction prices as the basis for valuing the
catch. Therefore, the net effect of the operations of fish cooperatives
1s to achieve econowles of size In assembly and transport of product to
market. Based on the analysis of four cooperatives, the achievable
slzerelated economlcs appear to be more significant than the cost-effect
of varying transport distances,

REASCNS FOR SUCCESS

The analysis of the economic success of the study cooperatives
demonstrates that there are notable differences among them in the net
prices returned to producers. These differences are observable largely
as lower service costs for finfish and as higher net prices for lobster
largely due to combining several functions in the coop. Although the
specific reasons why one coop prospered while another did not can always
be identified, it is worthwhile exploring the possibility that there are
systematic determining factors among the study group.

Two factors were selected for further analysis: member commitment,
and quality of management, Member commitment describes both the latitude
the manager has in experimenting with and entering into alternative
marketing efforts and the time required to maintain cooperation with and
among the membership. Management quality relates to the ability of the
manager to direct the cooperative, to elicit cooperation with members and
to identify and pursue effective marketing alternatives.
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Member Commitment

Member Commitment can be measured in four inter-related ways: (1
membership charges, (2) meeting attendance, (3) the use of minimum sales
agreements and, (4) conflict levels,

1) Membership Charges

Historic membership trends, as presented in Table 4, provide an
indication of past turmoil in gpecific cooperatives in the form of
membership turnover. While the overall average change in membership
shows a 16% increase, it ranges from a 53% decrease to a 175% increase.
In fact, only four out of the seventeen study cooperatives have
maintained stable membership levels since formation. Fluctuations in
membership appear to present particular problems for the generally
small-scale study cooperatives, reducing managerial efficlency and
rendering long-range planning difficult.

Table 4: Historic Membership Trends; Formation of Cooperative-Present

Present Members when Date of Percentage Changes
Cooperative Membership Organized Organization + or -
Beals—Jonesport 60 35-40 1870 +25-30%
Boothbay 17 36 1971 -53%
Bucks Harbor 18 30 1976 =40%
Casco Bay 37 37 1974 0
Corea 44 44 1970 0
Cranberry Isles 22 22 1978 0
New Harbor 55 59 1972 -7%
Pemaquid 45 N/A 1948 N/A
Pine Point 10 10 1975 0
Port Clyde 35 17 1972 +106%
Portsmouth 15 10 1979 +50%
South Brisgtol 48 fewer 1972 +?
Spruce Head 41 15 1974 +175
Stonington 85 N/A 1947 N/A
Swans Island 30 22 1973 +37%
Vinalhaven 50 40 1974 +25%
Winter Harbor 23 20 1971 +15%
Average 37.4 28.5 +15%

Source: Managers, secretaries and bookkeepers of study cooperatives
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2) Meeting Attendance

Meeting attendance reflects a measure of the willingness of members to
participate actively in their cooperative. Attendance at meetings is
considered to be a minimal indication of interest on the part of its
members, It should be noted, however, that in small organizations, where
members interact on an almost daily basls, attendance at meetings is not
necessary in order to keep the members informed about the cooperatives'
activities. In these cases, meetings serve more as a forum for discussion.

Table 5 presents information on meeting attendance rates at the
study cooperatives. General meetings commonly take place on an annual or
semi-annual basis and therefore require a very limited time commitment
from members. Meetings of boards of directors are either monthly or are
called at irregular intervals to deal with specific problems. The
overall average attendance at hoard meetings is 88%, while general
meeting attendance averages oanly 57%, This difference can be attributed
to the nature of the boards of directors; a fisherman active in and
interested in the operation of the cooperative is likely to be serving on
the board. A note should be made that the unusually low general meeting
attendance rates at the two cooperatives founded during the 1940s,
Pemaquid and Stonington, are a function of the high proportion of retired
or inactive members.

Table 5. Meeting attendence rates at study cooperatives, Summer—Fall 1981.

" General Membership Boar: of Directors Lvuuperacive
75% 100% Beais-Jonesport
40% 75% Boothbay
60% 90Y, Bucks Harbor
100% 100% gasco Bay

50% 1007 orea
100% 100% Cranberry Isles
20% 60% New Hanor
30% 902 Pemaqu1?

90% 90% Pine Point
50% 75% Port Clyde
50% 60% Portsmouth
35% _— South Bristol
95% _—— Spru?e Head
20% 1002 gtonlngton
75% 1007 wans Island
25% 90% V%nalhaven
50% 90% Winter Haven

f study cooperatives. Source: Managers o
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General meeting attendance is an indicator of both internal conflict
and of productive member involvement. It is also subject to varying
interpretations., Low attendance rates can indicate a high degree of
confidence in the manager. Such confidence, while positive in terms of
reduced conflict, 18 potentially detrimental because it inevitably
results in inadequate member participation in the cooperative, On the
other hand, low general meeting attendance can be gymptomatic of high
member/member conflict rates which have a corrosive effect in cooperative
operations.

High attendance rates at general membership meetings are also
subject to conflicting interpretations. Two cases of very high average
attendance initially appeared to be the result of high levels of conflict
between both member/member and manager/member., However, in these cases,
the eruption of conflict at general meetings seemed to be regarded merely
as a source of entertainment. In contrast, at two other cooperatives,
high attendance rates were clearly indicative of member interest and
participation In the cooperative., Meetlngs at these cooperatives were
reported to be particularly nonacrimonious and productive.

Attendance rates at meetings of boards of directors showed less
variation., This can be attributed to the fact that any fisherman
especlally interested in the operations of the cooperative is likely to
be on the board. However, when attendance rates are low at such
meetings, the result is quite detrimental to the cooperative. The
reasons for poor attendance at board meetings are similar to those for
general meetings. At one cooperative, the cause of poor attendance of
board members was conflict. At another cooperative, low board attendance
was another reflection of confidence in the manager, In a third
situation, low attendance was the result of poor communication; notices
of board meetings were tacked on the office door a few days in advance of
the meeting and were not always observed by all board members.

Conclusions regarding rates of attendance at general meetings are
that both unusually high and low attendance rates are indicative of some
type of problem; either high levels of conflict or a lack of member

interest., In both cases, the presence of sufficient member commitment to
the cooperative 1is questionable.

3) Sales Bylaws

Table 6 presents data related to the sales bylaw provision often
included in the charter of marketing cooperatives. At a majority of the
study cooperatives, such bylaws, which clearly specify the percentage of
catch a member fisherman must sell to the cooperative, are included in
the organizational charter. For example, Section 5 of the membership
provisions of the charter of the Portsmouth Fishermen's Cooperative
states that "No member shall sell his aquatic products to anyone other
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than the Assoclation except that If the Board of Directors shall
determine that the sale of sald aquatic products to anyone other than the
Assoclation shall not be competitive to the Assoclation'’s activities at

any given time, said member shall be entitled to sell his products to
anyone other than the Assoclation.”™

The existence of sales agreements between cooperatives and members
and ensuing compliance with and enforcement of such regulations are
understandably important to the organization's marketing activities, If
members jump unpredictably to spot markets when higher prices are offered
or when convenience dictates, cooperative managers will find it difficualt

Table 6. Sales bylaw provisions of cooperatives surveyed, Summer-Fall 1981.

Percentage of Problems with

Cooperative Sales Bylaw catch specified enforcement

%
Beals-Jonesport Yes 15% None
Boothbay Yes 100% 1
Bucks Harbor Yes G0% None
Casco Bay No e=—= ———
Corea Yes - T5% None
Cranberry.Isles Yes 757 1
New Harbor No ———— ———
Pemaquid No ———— ———
Pine Point Yes 90% Noue
Port Clyde Yes . 15% 1
Portsmouth Yes 100% 1-2
South Bristol Yes -90% Few
Spruce Head No ——— ———
Stonington Yes ———— Several
Swans Island Yes 857% 5
Vinalhaven Yes 75% Few
Winter Harbor Yes 85% Few

* Fstimates of numbers of noncomplying fisherman in the preceding year.

Source: Managers of cooperatives surveyed.

ce—r--fo_plan_marketipa. efforre and.to_veat. comeirwents tosdotaryadsany
deelers. This=Factor has been idéntifled=sds:a:contributing cause in the
demise of:saveral fishery marketing: cooperativesi(Suith) and of wmany
agricultural marketing cooperatives (Voorhis).
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Four of the study cooperatives do not presently have a written sales
agreement with their members., Two of these have experienced no problems
with members selling to alternative markets~—the result, it 1s felt, of a
“gentlemen's agreement.” The remaining two have an entirely different
philosophy, The managers of these two cooperatives state that such an
agreement would be impossible to implement or to enforce and would
therefore be pointless. At the time of the study, these two cooperatives
were experiencing problems with member fishermen selling unpredictably to
other markets.

Of the twelve cooperatives having sales bylaws in their charters,
i mppm e seyen_had _exverienced uvarvino _degrees . of. djffiﬂu;rv with memhearae selline . ___

annyiolatioeiol. thﬁ??ﬁl&iaﬂ&;&ﬂ;ﬂﬂlLeg:gemgu. ;nﬂhgnm$hg§e LTI, HIBEWher*

LT %ﬁx.ﬁﬁ:ﬁmﬁmf_ﬁ -------- ENEE=EE

(i ﬁﬂ... ‘iiiﬂgi.i*g ﬁ%*.ef... il ﬁ‘lﬁl’nlIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII.H%@’%HQ-
-ﬁ: erg I I _J

Lo

' 1 ﬁ .H
I L l J_ |
y iy A Mttt

-I_[r_ _ .-':':'. [ ),: ‘ ‘i z el ] ; N G é 1
LELECh: ek pe CLENEL N fod b Eé’s'zbéﬁkéﬁ#

U{i J lu lo JlMUnHJlULUJJlQilLCIeL,H_JW! _____ lL

:y sales to other markets! by membérs, appear to be:a function | reflected

ifous: relationships, betveen mandgers and! some of 'the cooperas=iiiiiiiiiiiiniiiiiiniiiniiiiiiiiiofii {nhatmo

P"**“???"*"‘???*"4"”"”"*?????”*"‘“‘*ﬁ*‘@éuf}*’"*”""'Z"'iﬁ'c'“_!‘é!ﬁwﬁimﬂ?iiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiii!!!!!!!!!!!! AL

inass: conce
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avals Conflict L
rlewed together, the sales bylaw provision, meeting attendance When

membership provide an indication that considerable variation rates, and
ommitment levels exists from one study cooperative to the in member

ver, it 1s difficult to use any of these factors as a measure next. How
ommitment because of the opposing interpretations which can be of member

he same value, Therefore, more subjective measures of Inter- placed on

nflict were included in the survey as an Indicator of existing personal ¢

1] problems related to the issue of member commitment. or potenti
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Managers and members were asked to assess conflict levels on a peint
scale and discussion on the subject was encouraged so that causes and
___effects of_intraareanizational cooflict_covld bhe. further._ examined.. . DNata
coilecfed- are pregented on Table 7 imassociation with prevfousiv

discussed measures of ‘etonomic success or fallure,

On the basis of oral histories collected, high conflict levels were
present in the organizational phases of all of the study cooperatives for
which such information was available., The evolution of progressively
Aweer s fliat feveaks weaze Jr durmn cevarerd o i gumdesr o tEmroes,

{1111 notartlys i manager's. skilli'in: conflict. management, . Mémber. awareness: of:i 1T
'”'””'””'”“éHHﬁHH ﬁVﬁéHéffﬁa!%Hégfﬁﬁﬁi%ﬁﬁf”éﬁ”hﬁg?%'é?%xigégﬁég“é'Viﬂ&éi“ihtﬁec_ng FECEEEEEEEE PR e e e

aiternatives for cooperative members., Also significant was the nature of
individual relationships among members of each cooperative, The predomi-
nating influences, however, are managerial skill and economic benefits,

fantare whiah aoeehn @' saned cthnai Vugls SpprobemovedyninSier rnopethiive
""""""""""" updgrat’ niliis becangrevident--ihrough: observabioniof "the2Yupe t!é'tiaves R ——

VEr R S USE Y the SuTvey, through :subsequent .analysis, and was
further supported.by -a review -of "literature concerning both fishing-and
agricultural cooperatives.

Quality of Management

As with any enterprise, competent management is a fundamental
requirement for a successful cooperative, Dighy and Smith both cite the
quality of management as being a particularly critical factor in the case
of fishery marketing cooperatives, Thus, it is necessary to examine the
selection process for managers and the characteristics of individuals
currently serving In that capacity at the study cooperatives in an
attempt to further isclate the reasons for varying degrees of economic
success,

While the responsibility for the selection of managers rests
ultimately with all members of the cooperative, the board of directors is
typically invested with the authority to engage and to supervise the
activities of a manager. The role of the board of directors is to
supervise the operations of the cooperative for the benefit of the
general membership.

The size of boards of directors and the seriousness with which board
responsibilities are taken tends to vary substantially from one study
cooperative to the next. In general, the board/member ratio, in cases 50
percent or higher, was quite high in comparison to most agricultural
cooperatives (Voorhis). Moreover, it 1s possible for any fisherman
willing to serve on the board to do so. Nevertheless, a frequent concern

—-rerpreaned by hntbhuzgersrancrméunertswastietto 1 E6bey - frnbfiogd = ¢
Zishermen-willing:to- gserves:at_al’l " This-tould” bet ithe=resul £ 6 56tk times
constraints=and '0f socio—occupationaliifactors, At a few zooperatives
there:= also appeared to- be: a definite tendency among fishermen not to take

the board and {ts duties seriously, This attitude was expressed by
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Table 7: Comparison of conflict perceptions to patrenage dividends
and economic success rankings, study cooperatives, summer-
fall, 198B1l.
Manager/Member 1980
Economic conflict level Conflict level Patronage
{ooperative ranking perceptions rankings dividends
(1 (2) 3 (4) (5)

South Bristel 1 2/1 B.5 Broke even
Beals-Jonesport 2 0/0 1.5 .19/1b,
Bucks Harbor 3 0/0 1.5 .13/1b.
Stonington 4 1/1 5.5 .10/1b.
Corea 5 1/t 5.5 .305/1b.
Cranberry Isles 7 1/0 3.5 .05/1b.
Spruce Head 9 2/0 7 L24/1b.
New Harbor 10 1/0 3.5 .07/1b.
Boothbay 11 3/3 12 Net loss
Swans lsland 12 3/1 11 Net loss
Winter Harbor 13 2/1 8.5 Net loss
Vinalhaven 14 2/1.5 10 Broke even
Fish: (&)

Stonington 1 1/1 ] Broke even

Fortsmouth 2 2/1.5 2 Lons/ib.

Casco Bay 3 3/3 3 Net loss

Notes: (1)

Pemaquid, Port

Clyde and Pine Point were mnot included because

of imprecise information on exact amounts of patronage dividends.

(2} From Chapter IV.

(3} A 0-3 point scale was used to assess conflict levels; O represent-
ed no conflict while 3 indicated extreme levels.
(4) Conflict level rankings werc determined by averaging ordinal rank-
ings between cooperatives tied for the same position on the scale.
(%) Table IV-1, Chapter IV.
(6) Cooperatives marketing primarily fish as opposed to lobster,
Stonington considered as twoe Sepurate entities.
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managers as well as members. This appears to be a reflection of the lack
of member involvement at a number of cooperatives, resulting in a lack of
qualified and interested supervision of the activities of the manager and
of the cooperative as a whole.

A general reluctance to participate on the board of directors and a
refusal by some to take the board’'s activities seriously provide a
partial explanation for the difficulties inherent in the selection of
potential managers. A further explanmation lies in the social blases
inherent in the selection process itself, Digby notes that in many
socleties fishermen tend to have a low soclal status as a group and are
inclined to be suspicious of outsiders. Indeed, the obvious reluctance
of members in the study cocoperatives to select an unknown individual as
manager seems to corroborate this theory and most probably relates to the
closed nature of many fishing communities in the study area (see
Acheson). Eleven out of the sixteen managers of study cooperatives come
from local backgrounds, with only three individuals being "from away” or
from outside the state of Maine. A comment frequently heard at many
cooperatives was that a person from outside the immedlate area would . . __
never be able-to-mamage th=scovperative due=to his/herzinabll:=ty:to
understand the fishermen involved,

The majority of the study cooperatives are located in small econo-
mically depressed communities, especially those in Hancock and Washington
counties., The trend over many years has been for local residents
puresulng professional careers to leave the community in search of better
employment opportunities elsewhere, thus severely limiting the pool of
qualified potential managerial candidates from local backgrounds.
Figshermen in the study area also tend to regard what they refer to as
"educated” pecple with suspicion, a factor further restricting the
selection process. Those who do leave these communities to obtain an
education are frequently regarded as "different” when and 1f they
return.

Another problem in the selection process involves attitudes toward
the labor requirements of management. Since fishermen daily perform hard
phystcal labor, they see no reason why their cooperative manager should
not also undertake the duties of a dock worker. This explains the
tendency of a number of cooperatives to hire manual laborers as managers,
and partially explains the failure of cooperatives to consider well-
qualified women as prospective managers. The desire to reduce costs by
combining the duties of a manager and a lumper, who unloads catches, also
explains the long hours and reduced managerial efficiency of many
cooperative managers. The net result of the limited pool of possible
candidates combined with selection biases is that inappropriate or
unqualified individuals are often employed as managers. As might be
expected, these individuals often fail to perform competently and a very
high turnover rate inevitabily ensues (Table 8),
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The survey documented a general lack among existing study coopera-
tive managers of what could be considered an adequate educational and
professional background for the operation of a marketing organization.
Out of the sixteen managers Iinterviewed, only nine had practical exper-
s<lancae Anopean fgre nliobrasuatagemenant JQMQun$ﬁﬁ®_ﬂﬁtﬁﬁqﬁbﬁqﬁutﬁ”'”4“
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Educational backgrounds of the interviewed managers were generally
not directly related to their responsibilities, Five of the managers had
received degrees from colleges with another six listing some form of
post-secondary education. Few managers had taken courses in business
management or marketing. Additionally, wost managers lacked any formal
or informal exposure to cooperatives prior to assuming their duties.
Three managers had previous contact with cooperatives, one as a member of
a consumer cooperative, another as an employee of a fishery cooperative,
and the third as president of the cooperative he now manages. With a few
exceptions this lack of exposure to cooperatives tranglated into a
limited understanding of cooperative principles and of the typilcal
problems facing most cooperative organizations. Misconceptions about
cooperative principles and the special functions of a cooperative manager
appeared to contribute to the intermal difficulties experienced by many
of the study cooperatives and to a number of the ohserved cases of
member /manager conflict,

Table 8. Management characteristiecs of study cooperative, Summer-Fall 1981.

Organization Number of Mgrs. Ave. Tenure of
Cooperative date since org. date tenure present mgr.
Beals—Jonesport 1970 2 4.5 yrs. 10 yrs
Boothbay 1971 6 1.7 1
Bucks Harbor 1976 5 1.0 3
Casco Bay 1974 5 1.4 1
Corea 1970 5 2.2 1
Cranberry Isles i978 4 0.8 1
New Harbor 1972 9 1.0 2
Pemaquid 1948 4 1.5 1.5
Pine Point 1975 3 2.0 1
Port Clyde 1972 5 1.8 None
Portsmouth 1979 4 0.5 .1
South Bristol 1972 5 1.8 2
Spruce Head 1974 4 1.75 4
Stonington 1947 2 6.5 .5
Swans Island 1973 6 1.3 1
Vinalhaven 1974 3 2.3 3
Winter Harbor 1971 7 1.4 1

Source: Information provided by managers of study cooperatives.
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The age range of managers was also quite wide, from twenty years of
age to two individuals who were retired from previous careers. Older
managers seemed to encounter less manager/member conflict due to the
somewhat enhanced degree of respect with which they were regarded by
member fishermen.

To summarize, the selectlion process itself often results in inappro-
priate individuale being chosen as managers, Then, a combination of
inexperience, a lack of_app:ppriate_educattnn+_an,unfamila§jEy_witbuf??f-

------------------- erativgép;ipcip163§iand}aéshﬁfﬁFﬁfﬁ§?iﬁﬁbffiEE‘ﬁEkEEifrviftualiy
Ampdssible for these indiviauals to perform up -0 potentiall! In some

------------------- cases,_cooperatves have suffered 8é&vére financial loss due-tc managerial
incompetence-or-dishonesty., A number of cooperatives=have found
competent managers through-a process of trisl and error, but it is
obvious that this i{s a process that requires refinement if the study
cooperatives are to increase thelr economic effectiveness,

Analysis

Statistical analysis 1s used to substantiate the qualitative identi-
fication of factors explaining the relative economic success of the study
cooperatives. For membership commitment, the degree of conflict within a
cooperative is perhaps the base indicator of commitment. One means of
analyzing the extent of membership commitment in the functioning of a
cooperative is to examine the simple correlation between conflict and
patronage refund (Table 7). The calculated r value showed a negative
relationship of -.63. This confirms the expectation that conflict levels
tend to decline as economic benefits increase. Contrary to some expecta—
tions, this result suggests that economic inducements can overcome the
chronic divisive factors that exist in the industry and reglon among the
highly independent fishermen. The direction of causality between eco—
nomic success and harmony is not clear, but it is evident that harmony {is
a necessary, although not exclusive, condition for success, allowing, as
1t does, the manager to initiate new marketing practices.

In a related test, the Spearman rank order correlation coefficient
1s used to measure the relationship between the economic effectiveness
rankings of the cooperatives and rankings based on conflict-level
assessments, Analysis of the relationship between these two scales
produced a positive correlation of =,63. This result is in agreement
with the preceding one, and supports the conclusion concerning the
relationship between lack-of-conflict and economic success.

Manager quality is more difficult to quantify than is conflict
level. As a proxy value, the average length of tenure of managers at
each coop is used. Longevity may not assure success, but conversely,
managers require some time to identify and put into place an effective
marketing program. The Spearman rank correlation is again used and the
value estimated to be .84, This indicates a strong positive relationship
between economic eff&ctiwenga&_andh;ggganng;gquagd14;;¥9§g:
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CONCLUSIONS

Seventeen fishery marketing cooperatives in Maine and New Hampshire

are evaluated using field data from 1981, The results of this

preliminary analysis demonstrate significant differences among them in

net prices returned to fishermen. The differences are greater for

lobster, the major regional product, because of the range of marketing

alternatives avallable, In general, the more marketing activities
......_lmdartalfnr_, hy. A poon the.mora fd msllm&;&mﬂm 1= .. Granndfiish .
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ur”vf:tont1ict‘areta‘necessarﬁq_although—not—exclusiveT:noﬁdition for

I S uCces 5 also highly dependent—ow the—identification=an I
retention of a qualified manager. Most cooperatives examined do not have
appropriate procedures for accomplishing this important task.

An improved understanding of the special requirements necessary for
the successful management of a cooperative would assist in the process of
hiring and retaining an appropriate candidate, Different perspectives
are required of a cooperative manager than for managers of other types of
business organizations.

A cooperative manager must be capable of adjusting decision-making
to a situation where suppliers are the owners of the business, The
resulting constraints placed on marketing activities must be accepted
(for example, the purchase by a cooperative of all member catches during
the fall lobster glut, even though such purchases would be unprofitable
for another type of business).

The cooperative manager must treat all members equitably. For the
larger—scale agricultural cooperatives, treatment of members is primarily
financially equitable and impersonal; for small-secale fishery
cooperatives, interpersonal skills may be more vital, such as the ability
to deal diplomatically with members coming in late after a bad day's
fishing. Constant contact with the member/owners i1s required as is
continual evaluation of managerial performance, since it must be
recognized that an employee/employer relationship exists among all
members, Since the manager of a small-scale fishery cooperative
interacts daily with almost all members, such relationships may be
difficult and at times trying.



- 26 -

It {s also important for a cooperative manager to adjust to the
special features of business ownership and control that distinguish
cooperatives from other forms of organization. The manager cannct gain
- menrgrlief skbo _hustusinessSo-hucn-toaloromeusct oématl “weiho Lie “hemdex,
owners.. Ownership rights:=cannot-besacquired_by the manager-who must..-by
the very nature-of a-cooperative, remain-an-employee: Democratic_control
of the-decisionmaking process for major issues andslong-range planning
may be=frustrating for the cooperative manager. Consensus decisionmaking
as opposed to democratic processes is not uncommon in the study area and
may present even greater frustrations to management.

An understanding by the boards of directors of the intricacies
specific to cooperative management would help to refine the selection
process and perhaps would translate into a more sympathetic treatment of
copperative managers, An Iincreased recognition of the importance of
competent management would also provide boards of directors with
motivation to invest adequate time and money in the recrulitment of
well-qualified managers.
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