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ABSTRACT

During the last few decades, Colombia’s dairy sector has been affected by
economic, social, and political conditions, not only endangering it but also putting
at risk the long-term sustainability of the dairy industry. To mitigate these
conditions, the dairy farmers have joined cooperatives, which enabled them to gain
some strategic advantages and reduce the adverse effects of the economic,
political, and social conditions. This study evaluates the influence of economic,
financial, membership, management and operational characteristics on the
presidents’ perceptions of success of the dairy associations in Cumbal-Narifio. To
accomplish this objective, we surveyed the presidents of dairy associations in the
municipality of Cumbal.

The basic statistical analysis reveals that, on average, the monthly revenue
in Colombia pesos of the dairy associations of the municipality of Cumbal is 59.17
million (equivalent to $ 16,000 USD?'). Almost half of the associations (45%)
conducted business with non-members. More than one-third (35%) of the
associations sold milk to more than one buyer. Around 29% of the presidents have
previous experience in similar leadership positions and almost 35% have a high
school or higher education.

We used a logit model, which is commonly used to analyzed binary

outcomes, to evaluate the factors that are correlated with the presidents’ level of

! The conversion to US Dollars was estimated considering the average rate of exchange of Colombian
pesos to US Dollars in the year 2020, which was $ 3,693.36 Colombian pesos per one US Dollar.
https://dolar.wilkinsonpc.com.co/dolar-historico/dolar-historico-2020.html
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confidence in the success of dairy associations. We found that the variable monthly
revenue is positively correlated with the president’s level of confidence in the
success of the dairy associations. On the other hand, variables such as number of
buyers that purchase milk from the dairy associations, member satisfaction, years
in business, and education are negatively correlated with the president’s level of

confidence in the success of the dairy co-operatives.
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CHAPTER 1. INTRODUCTION

Dairy is one of the most regulated agricultural sector worldwide, where developing
and developed countries use tariff and non-tariff barriers to preserve their local market
from foreign competition (Knips, 2005). A preferred method by developed countries to
promote production includes providing government subsidies to local producers in order
to export surplus milk to other countries (Knips, 2005). Despite these barriers, the dairy
sector improves the general conditions of local communities involved in it because milk
production increases food security, improves nutrition, raises income, and empowers
women to earn income for their families (Ward, 2017). The dairy sector is universally
important as communities in almost every country have dairy cattle. It is an essential
segment of the entire food system, and it contributes to the sustainability of rural areas
(International Dairy Federation, 2013). Furthermore, dairy cows are considered assets in
rural communities where they can be used as means of exchange of goods. Not only are
dairy cows a source of food and cash, but the dairy sector also supports jobs and reduces
poverty (FAO, 2016). Between 1961 and 1999, Colombia’s milk production experienced
steady growth from 5 million liters per day to almost 20 million liters per day (Cadena,
Reina, and Rivera, 2019), as shown in Figure 1. During the late 1990s and until 2008,
Colombian milk production exceeded the local demand and Colombia started expanding
the industry by exporting milk to Venezuela and other countries. However, since 2008,
milk production and exports have declined mainly due to currency devaluation and
political issues with Venezuela (the main importer of Colombian milk and dairy products).
The effects of the restrictions imposed by Venezuela on the exports of milk and dairy from

Colombia started in 2009 (Cortés, Bonilla, Rojas y Barreto, 2015).
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Figure 1. Colombia, Milk Production, 1961 to 2017. Source: Cadena, Reina, and Rivera
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According to the Bogota Chamber of Commerce, the dairy sector represented 24.3% of
the country’s livestock Gross Domestic Product? in 2018 (Sectorial, 2018). Furthermore,
the dairy sector supported around 736,000 jobs, with more than 319,402 families
producing milk in Colombia in 2018 and the dairy industry accounting for 19% of the
agricultural sector employment in this same year (FEDEGAN, 2018). Additionally, there
are 512,000 farms dedicated to dairy cattle in Colombia, with 43% of these farms owning
less than ten cattle with limited use of technological advancements. In 2019, Colombia
produced 7,301 million liters of milk (Fedegan, 2020). Finally, Colombian residents
consume an estimated 145 liters per person annually, which is less than the Food and
Agricultural Organization’s (FAO) recommendation of 180 liters per person annually
(FEDEGAN, 2018).

Cumbal is part of the department of Narifio, Colombia, and is in the Southwest
region of Colombia (Figure 2). Cumbal is divided into four indigenous territories: Panan,
Chiles, Mayasquer and Cumbal. The average temperature ranges between 44°F and
62°F (7°C and 17°C), which is favorable for dairy cattle production. Cumbal is part of one
of the highest dairy production regions in Colombia in terms of liters of milk produced
(Jaramillo and Areiza, 2013 and Carulla, 2016). Most of the producers in the municipality
of Cumbal are associated with small dairy associations, in terms of production volume
and number of members. In Cumbal, there are 50 dairy associations with varying
membership rates. Moreover, the Cumbal dairy market operates as an oligopsony, where

a few large companies buy milk from a few associations.

2 Bondarenko, P. (2017) defined Gross domestic product (GDP) as the total market value of the goods and
services produced by a country’s economy during a specified period of time. It includes all final goods and services—
that is, those that are produced by the economic agents located in that country regardless of their ownership and that
are not resold in any form. It is used throughout the world as the main measure of output and economic activity.

3
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These few companies set the market conditions, i.e., price, volume, and quality, while
the dairy associations act as price-takers.
1.1 Statement of Problem

The dairy sector is important for Colombia’s economy. However, in the last three
decades, the dairy sector has been affected by social, economic, and political factors that
challenge the economic sustainability of this sector and put at risk its resiliency and
feasibility. The main factor negatively affecting the dairy sector is the increased imports
of milk products (Mora-Delgado, 2018), especially milk powder from the United States
and the European Union. The import of dairy products between 1990 and 2019 increased
almost 25 times from 2.5 million tons to 62 million tons (Agricultural Ministry of Colombia,
2020).

One of the factors that influenced this increase in dairy products imports is the free
trade agreements that the Colombian government signed with countries such as the
United States, Mexico, Canada, and members of the European Union (Restrepo, 2018),
including Germany, France, Netherlands, Italy, and Poland. These agreements allow
these countries to export dairy products to Colombia under certain restrictions such as
import quotas (Foreign Trade Information System, 2006). The quotas limit the quantity of
dairy products such as powdered milk, butter, yogurt, whey, and cheese that these
countries can export without tariffs, and for amounts beyond the quotas, the Colombian
government applies tariffs to limit the import of milk products.

The quotas to import milk products increase every year. For example, the quota
applied to U.S. milk powder imports was 9,744 tons in 2018, and it rose to 10,718 tons in

2019 (Contextoganadero, 2019b). Similarly, the quota to import milk powder from the



European Union (E.U.) increased from 6,000 tons in 2018 to 6,400 tons in 2019
(Contextoganadero, 2020b). With these quotas, imports have increased annually, as
shown in Figure 3.

The year 2019 was a record year for milk imports in Colombia, with a total of 61,643
tons of dairy products imported, including 41,900 tons of milk powder, 13,706 tons of
whey, and the rest being cheese and other milk products. The U.S exported 34,791 tons
of milk products to Colombia, including 25,700 tons of milk powder. Similarly, the E.U.
exported 10,100 tons of dairy products to Colombia, including 7,200 tons of milk powder
(Contextoganadero, 2020a).

The entirety (100%) of Colombia’s 2020 milk powder import quota from the U.S.
was fulfilled in the first 13 days of the year, and similarly, the E.U. exhausted 48% of their
guota for the same product in the first 45 days (FEDEGAN, 2020). These quotas will be
terminated in 2026 for the U.S. and in 2028 for the E.U., lifting all restrictions for these
countries to export milk products to Colombia. These trade agreements pose a serious
challenge to the local dairy producers as imported milk could flood the market, and local
producers will likely be unable to compete and stay profitable.

The lack of industrialization is another important challenge that hinders the
development of the sector. For example, in 2019, only 43.4% of all milk production was
collected through the organized dairy sector, which is subject to taxes and monitored by
the government, and where milk is transformed into value-added products. The other
56.6% of the milk produced is consumed in the informal markets not monitored by the

government authorities, with low-value addition (FEDEGAN, 2020).
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Because milk is a highly perishable commodity, there is a lack of refrigerated
transportation facilities in Colombia; therefore, it must be consumed in a short time locally
(MADR, 2005). With these challenges, the local markets cannot sell all the milk produced,
and farmers are forced to sell milk at reduced prices locally. Another challenge for farmers
is that only a few companies buy milk from dairy producers. In Colombia, five companies
control 56% of the market share, and ten companies control 80% of the total market share
(Contextoganadero, 2019a). This oligopsony market condition puts farmers in an adverse
situation because they have little bargaining power and operate as price takers. For
example, during the COVID-19 pandemic, some dairy farmers of the Cundinamarca
Region in central Colombia were negatively affected because the milk processing
companies reduced the market price for milk and the collection volume with little notice
(Sectorial, 2020).

Another threat that affects the income of dairy producers is high production costs
because the price they receive is disproportionately lower than the increase in production
costs. During the last decade (2010-2020), the costs of production had increased by
60.3%, while the selling price for the producers had increased only 44%, indicating a
mismatch between prices and costs (Contextoganadero, 2020c). Moreover, the increase
in production costs obliterates the gains from small increases in productivity
(Contextoganadero, 2019a). Finally, the fragmentation of the land on small farms
represents a barrier in establishing competitive levels of productivity (Saavedra, 2008). In
Colombia, around 78% of the population that is dedicated to agricultural activities own

less than 10 hectares or 25 acres, which represents only 5.9% of all land under cultivation.



These small farms® do not allow a family to make a livable income (National Center for
Historical Memory, 2018).

In 2016, there were 512,000 livestock farms in Colombia, with 43% of these farms
owning less than ten cows; the same trend is observed in Cumbal. With a small number
of farms, the use of technology and equipment in the dairy sector is not feasible because
small dairy farmers do not have the capital to make investments, and regions with high
land fragmentation are where the informal dairy markets prevail in Colombia
(Superintendence of Industry and Commerce, 2012).

Dairy farmers of Cumbal countered these challenges by organizing into
associations, which have allowed them to obtain strategic advantages. Advantages
gained through dairy associations include bargaining power, increased access to
machinery, ability to sell milk directly to handlers/processors, improving quality as well as
hygiene of milk, access to inputs at a lower cost, and access to loans. The integration
among producers is particularly important in Colombia because a large percentage of the
dairy farms are small (Cortés, Bonilla, Rojas, and Barreto, 2015). However, it is yet to be
determined if the sole action of organizing farmers in associations guarantees their
success.

This study evaluates the factors influencing Cumbal dairy associations presidents’
perception of success. According to Nyoro and Ngugi (2007), Sexton and Iskow (1988),
and Garnevska, Liu and Shadbolt (2011), the critical factors that determine the success

of a cooperative are vertical integration, high-quality products, appropriate skills as well

3 In Colombia 80% of the small farmer own less than one Family Agricultural Unit (FAU). (Serrano, 2018). According
to the Colombia 135 Law of 1961 a FAU can be defined as the land that allows a family to earn an appropriate
income and have a decent quality of life. The law does not specify the extension of land that make up a FAU due to
the heterogeneity of the land such as quality and access to services that support agriculture.

9



as education of management committee and staff members. Additionally, other factors
that determine success of a cooperative include timely and appropriate information
provided to its members, diversification of the cooperative in terms of products and
services offered to members, large quantity of products marketed through cooperatives,
and proper record keeping.

1.2 Objective

The objective of this study is:
To evaluate the influence of economic, financial, membership, management and
operational characteristics on the presidents’ perceptions of success of the dairy
associations in Cumbal-Narifio.

1.3 Implications of the Study

Despite the importance of the dairy sector in the Colombian agricultural economy,
the sector has been affected in the last three decades by different factors, such as
increased milk imports (Mora-Delgado, 2018), low industrialization (FEDEGAN, 2020),
high production costs (Contextoganadero, 2019a), and land fragmentation
(Superintendence of Industry and Commerce, 2012). No studies have examined the
association presidents’ or leaders’ levels of confidence in the success of their dairy
associations, considering the particular characteristics of their associations and the
economic, social, and political conditions that currently challenge the dairy sector in the
municipality of Cumbal.
A survey of 42 dairy associations’ presidents in Cumbal was conducted to

understand the presidents’ perceptions that may correlate with economic, financial,

membership, management and operational factors of the dairy associations. Additionally,

10



this study uses this survey data to evaluate the factors influencing presidents’ level of
confidence in the success of their associations using a logit model. Results from this study
will provide dairy industry representatives and policymakers information that could help
develop strategies to increase resilience and economic sustainability of Colombian dairy

associations.

11



CHAPTER 2. LITERATURE REVIEW

A thorough review of literature indicated no previous studies have evaluated the
key factors correlated with leader’s confidence about the success of dairy associations in
Colombia and specifically in Cumbal. However, there are several studies around the world
that focus on the factors that determine the success of cooperatives. Monzon (2006)
explained the similarities between cooperatives and associations by indicating that these
organizations have the same associative motivation. Vulnerable communities, which is
defined by the Food and Agricultural Organization (FAO) as homogenous communities
whose physical or financial access to food is precarious, organize in cooperatives and
associations in response to a lack of market power, indifferent government policies, and
lack of opportunities to promote and market their businesses (Monzon, 2006). The key
principles ruling agricultural associations in Colombia, such as voluntary membership,
democratic member control, member participation, autonomy and independence, and
concern for the community, are similar to cooperatives’ principles. The main difference
between a cooperative and an association is that an association cannot return its financial
profits as dividends to its members at the end of the fiscal year, and it cannot return the
capital to its members in bankruptcy (Arango, 2005). Other aspects that distinguish an
association from a cooperative, as pointed out by Corzo and Sarmiento (2019), are:
establishing an association does not require a minimum or a maximum number of
members, associations are classified as a non-profit organization, associations are
regulated by its own statutes. Also, the formalities to establishing associations are
simpler, and they have lower establishment costs compared to cooperatives or other

types of organizations.
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Before analyzing the different studies that focus on the success factors of
cooperatives, we provide a broad overview of the theory of cooperatives.
2.1  Definition of Cooperative

There are several definitions for cooperatives, but in general, these definitions
cover the same ideas. For example, Barton (1989) suggested that “a cooperative is a
user-owned and user-controlled business that distributes benefits on the basis of use.”
The International Cooperative Alliance (ICA) defines cooperatives as “an autonomous
association of persons united voluntarily to meet their common economic, social, and
cultural needs and aspirations through a jointly-owned and democratically-controlled
enterprise.” Another definition, suggested by Dulfer (1974), is a cooperative as a set of
people who pursue a common supreme objective through mutual economic activities.
Finally, a cooperative is an institution in which its members join and democratically
manage it as a business where members have a common goal, and they join to achieve
their economic, social, and cultural needs (Onyilo and Adong, 2019).

Cooperatives can be categorized by groups served, size, area served, functions
performed, types of memberships, legal status, and financial status (Abrahamsen, 1976).

According to the United States Department of Agriculture (USDA), cooperatives
can be categorized based on the characteristics delineated in Tablel.

Furthermore, there is a unique type of cooperative that can be formed for legal
purposes (Abrahamsen, 1976). Abrahamsen also mentions several factors that
determine the types of cooperatives, among these factors are: need or when individuals

through a cooperative can accomplish their objectives, capital requirements,

13



management, education, institutional factors, services desired, and special problems of
worker's cooperatives.

Finally, cooperatives differentiate from other businesses by three concepts. First,
the user’s own principle, which states that the people who own and finance the
cooperative are those that use it. Second, the user control principle, where the control of
the cooperative is by those who use the cooperative through the election of the board of
directors. Third, the user benefits principle, which states that the benefits of the
cooperative are distributed to its users according to their level of participation (Barton,
1989).

2.2 Purpose of a Cooperative

According to the National Council of Farmer Cooperatives (NCFC), the purposes of the
cooperatives are to strengthen bargaining power, maintain access to competitive
markets, capitalize on the new market opportunities, obtain needed products and services
on a competitive basis, improve income opportunities, reduce cost, and manage risk. The
primary incentive to get involved in a cooperative is to improve farmers’ well-being
(Schrader, 1989). Other purposes of cooperatives are in terms of commercial and
nonprofit activities, mutual interests and economic needs of members, member control,
voluntary participation in the cooperative, and the principle of proportionality which refers
to financial obligations and benefits according to the level of participation of the member
(Abrahamsen, 1976). From the cooperative perspective, one of the key determinants of
a cooperative success is its members, who are the source of equity capital. Cooperatives
require investments from members to carry out many activities, such as pay bills, make

investments in assets, and have reserves for risk management (Peterson, 2019).

14



Table 1. Structure of Cooperatives

Characteristic

Definition

Geographic

Territory Served

This property relies on the size of the area served, local or
regional. Local cooperatives are usually run in one or two
counties. On the other hand, regional cooperatives serve a
group of counties, an entire state, or many states, and some
might have international operations.

Governance or
Control

Structures

Cooperatives can be classified based on their membership
composition as centralized, federated, or mixed.

Centralized: a centralized cooperative can be local or regional,
and there is only one central office, manager, and board of
directors who control operations.

Federated: a federated cooperative is a cooperative of
cooperatives. The members of federal cooperatives are local
cooperatives, each is operated by a manager, and each is a
distinct business unit that owns a member share that allows
them the right to vote in the federated cooperative.

Mixed: these cooperatives are a mix of centralized and
federated where their members could be individuals or local
cooperatives.

In the U.S., centralized cooperatives are the most common. In
2018, there were 1,704 cooperatives of this type, followed by
70 mixed cooperatives and 32 federated cooperatives.

Functions

Performed

Cooperatives might accomplish the following functions:
Marketing products: Marketing Cooperatives (MC) provide a
variety of off-farm processing and marketing services; also,
they help farmers to produce and to process quality products
according to specific market requirements. MC includes grain
elevators, milk plants, wool pools, cotton gins, livestock
markets, etc. Some MCs are called bargaining associations
because they act as a selling agent on behalf of members.
Purchasing supplies: Cooperatives are used as an
economic tool to get benefits from farm production inputs; for
example, feed, fuel, fertilizer, and seeds, to reduce costs and
gain purchasing power. Many purchasing cooperatives work
along with other cooperatives through regional and
interregional cooperatives.

Providing services: some agricultural cooperatives focus
their services on the production and marketing of farm
commodities. For example, they provide advice on the
application of inputs, such as fertilizers, pesticides, animal feed
processing, and crop harvesting. General service cooperative
provides specialized services, such as credit, electricity, and
telephone service.

15




Table 2. Continued

Financial

Cooperatives can be embraced as stock or nonstock. When
members of a cooperative get stock certificates as proof of their
ownership, we refer to them as capital stock organizations.
Regarding nonstock organizations, they issue a certificate in
which a capital contribution of its members is shown.

Subsidiary A parent cooperative owns and controls a corporation that has
the goal of assuming certain duties and functions for the parent
cooperative.

Marketing This type of cooperative is designed to market products or to

: provide services for members, and it is organized as two or

Agency-in- . .
more cooperatives. The only responsibility of these

Common cooperatives is to arrange for member sales.

Joint Venture

This association is established to perform a specific economic
operation, enterprise, or venture, and it is organized for two or
more participants, partnerships, corporations, or cooperatives.

Holding Company

This is an organization with controlling ownership in one or
more operating companies. The level of ownership can change
extensively so long as the holding firm can exercise control
through the operating companies’ board of directors.

Contract Agent

A cooperative may contract an agent to handle the goods and
keep patronage records. Then, the cooperative makes refunds
based on the agent's records.

Private Dealers

The job is keeping records when the cooperative makes money
and pays patronage refunds, these go to the dealers'
customers, and the dealer gains a commission.

16




Another important element for the success of a cooperative is strategic planning,
which refers to a process of accomplishing the mission, vision, objectives, and goals of a
cooperative. Other factors that enhance the growth of a cooperative are member
participation and human capital (Aini et al., 2012). Von Pischke and John G. Rouse (2004)
suggested that adaptation and innovation are the key strategy elements for a cooperative
to be successful; also, they pointed out that the reason for the large success of
cooperatives in developed countries is their focus on strategies to allow more people to
participate.

Other benefits for cooperatives come from their structure, as is the case of
centralizing cooperatives where they can obtain lower operational costs than other
structures. When centralized cooperatives are regional and focus on marketing, they can
obtain better bargaining power due to their centralized control. A possible setback of this
structure is related to membership problems, such as difficulties of communication among
its members and loyalty (Gropp and Ingalsbe, 1989, pg 44-46). Furthermore, membership
growth can benefit cooperatives by allowing the use of new technologies; for example,
new members represent more capital, which might be used to invest in new technology,
and lead others to adopt the new technology. Also, cooperatives can benefit from volume
discounts in transportation and advertising, training programs, marketing and bargaining

power, political power, and financial strength (Vilstrup, Cobia, Ingalsbe, 1989, pg 364).
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2.3 Empirical Studies Evaluating Factors Determining Cooperative’s Success
2.3.1 Economic Factors

Previous studies have found that various economic factors determine the success
of cooperatives. Nyoro and Komo (2005) found that vertical integration and high-quality
products are factors that determine the success of a cooperative. Moreover, Anania and
Rwekaza (2016) found that business volume in terms of sales, diversification, high-quality
products, skills to manage risks, and storages to handle inputs and outputs are factors
that impact the success of cooperatives. Similarly, Bruynis et al. (2001) found that an
appropriate business volume is an important factor in the success of emerging marketing
cooperatives. Also, Azadi et al. (2011) found that the earned income of the cooperative
is another determinant that influences the success of a cooperative. A study that
emphasized non-agricultural cooperatives conducted by Bhuyan and Leistritz (2001)
used a logit model to investigate how economic, finance, management, and organization
factors influence the success of cooperatives. They found that variables such as provider,
referring to the unique or essential product or service provided by the cooperative, and
operating cost are the variables that increase the probability of success. Furthermore, a
study developed in Spain by Garrido (2007) suggested that one important factor that
influences the success of cooperatives was many members who owned a moderate-sized
farm in terms of acres. Finally, a study by Carlberg, Ward, and Holcomb (2006) focusing
on new generation cooperatives in the U.S., found that product quality is essential for the

success of a cooperative.
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2.3.2 Financial Factors

Regarding financial factors influencing cooperative’s success, Anania and
Rwekaza (2016) found that financial stability, good accounting practices, and the
existence of financial reports are important for the success of a cooperative. Similarly,
Bhuyan and Leistritz (2001) found that easy access to debt is another factor that
increases the likelihood of cooperatives’ success. For value-added cooperatives,
Carlberg, Ward, and Holcomb (2006) found that low operational cost and member capital
base are key determinants of success. Additionally, (Carlberg et al., 2003) found that low
operating cost is one of the most important factors for success. Moreover, for
cooperatives that operate in an international environment, access to capital is one of the
most significant aspects determining success (Macdonald and Rowarth, 2013). In a study
that attempted to compare the characteristics of cooperatives involved in different
economic sectors, Carr, Kariyawasam, and Casile (2008) found that cooperatives with
financial stability have more chances to succeed. Finally, Nyoro and Komo (2005) found
that credit availability is an important determinant of success while aspects such as credit
burden and debtors and investment in non-income generating activities are factors that
are related to the failure of cooperatives.

2.3.3 Membership Factors

Individual member factors, such as commitment, entrepreneurship skills,
managerial skills, partnership skills, network cooperation, information, communication,
and technology, are essential determinants for the success of cooperatives in an
entrepreneurship environment (Lucky, Rahman, and Minai, 2015). Anania and Rwekaza

(2016) stated that member participation is essential in achieving cooperative success in
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business and social aspects as well as education about the rights and responsibilities of
the members within the cooperative, loyalty, and increase in membership guarantees the
success and sustainability of the cooperative. Garnevska, Liu, and Shadbolt (2011) also
found that cooperative member participation in meetings and training with knowledge
about the cooperative is critical in developing successful cooperatives. Furthermore,
Rajaratnam et al. (2010) argued that member participation is a core factor for the survival
and success of cooperatives. Similarly, in non-agricultural cooperatives, Bhuyan and
Leistritz (2001) found that cooperatives that can retain their members and create a loyal
environment have higher chances of success. However, a study focused on animal
husbandry cooperatives conducted by Azadi et al. (2011) found that some membership
factors, such as the number of members and member relationships, are not considered
important for the cooperatives’ success. In contrast, Garnevska, Liu, and Shadbolt (2011)
and Bhuyan and Leistritz (2001) found that the number of members and member
relationships are very important for the success of a cooperative. A study carried out in
the United States also showed that cooperative member loyalty influences the success
of dairy cooperatives, particularly when cooperatives face hostile competition (Zeuli and
Bentancor, 2005). Finally, a study carried out by Banaszak (2008) to identify why some
agricultural cooperatives are successful while others are not, found that the number of
members is one of the factors that have a positive impact on the probability of success of
a cooperative.
2.3.4 Management and Operational Factors
Dedicated initiators with vision, business, and management capacity, with good

education, enthusiasm for innovation, and communication skills, are critical for the
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successful development of a cooperative (Garnevska, Liu, and Shadbolt, 2011). Anania
and Rwekaza (2016) found that a skilled leader and management determine the success
of agricultural cooperatives in Tanzania. Another study that highlights the importance of
management in the success of agricultural cooperatives is the study conducted by
Bhuyan and Leistritz (2001), in which they found that cooperatives that consider
management as their main strength have an 11% higher probability of being successful
than those that do not. By using a multivariable linear regression model, Azadi et al.
(2011) studied the factors influencing the success of animal husbandry cooperatives in
Southwest Iran. In their study, success, the response variable, was explained by
evaluating three different goals: cooperative income, participation, and equity. Individual
factors such as understanding the concept of a cooperative, interest of the manager in
the different activities that are taking place within the cooperative, and technical
knowledge such as education level have a notable correlation with success, but
experience of the managing directors was not correlated to success. These findings differ
from the findings of Nyoro and Ngugi (2007) that analyzed the success and failure
determinants of agricultural cooperatives in Kenya. They found that the education level
of the management is one key aspect that determines the success of a cooperative. Also,
Carlberg, Ward, and Holcomb (2006), in their study about the success factors of new
generation cooperatives, found that management experience is essential for the success
of a cooperative. The findings of Carr, Kariyawasam, and Casile (2008) showed that
management factors such as manager expertise and management team training in a
specific field impact the success of a cooperative. However, Zeuli and Bentancor (2005),

in their study conducted in the U.S., found that management aspects, such as a clear
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plan for the future, the use of professional consultants, and professional management,
were not related to the success of cooperatives. Finally, Nyoro and Komo (2005) found
that the adoption of a strategic plan is an important factor related to success while non-
skilled board members, poor or lack of communication between board members and
farmers, competition, dishonesty by staff and representatives are factors influencing
cooperative’s failure. The study conducted by Anania and Rwekaza (2016) found that
selecting a good location for the cooperative's facilities, having storage and other facilities
are important determinants of success. Similarly, Carr, Kariyawasam, and Casile (2008)
found that selecting a good location for the cooperative's facilities affects the success of
a cooperative. While the study addressed by Azadi et al. (2011) found that having
facilities, years of operation, and the number of workers are not important in the success
of a cooperative.
2.3.5 Studies Evaluating Success Factors of Cooperatives in Colombia

In Colombia, some studies have been conducted in different sectors of the
economy that analyzed the factors that determine the cooperatives’ success. For
example, Pabon and Herrera (2015) studied the success factors of three non-agricultural
cooperatives. They found that the success factors for these cooperatives were social
balance related to integral and sustainable human development, trust, equality, social
profitability. Social profitability is defined as the capacity of generating economic benefits
for cooperatives’ members resulting in improvement of member’s and members’ families
quality of life, labor force development, technology innovation, product and services
development, and marketing. In the agricultural sector, Pérez and Lopez (2015) studied

the factors that made Colanta, a Colombian dairy cooperative, successful by focusing on
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management aspects. They found that management skills and knowledge, management
leadership, sales volume, market access, good relations with financial institutions, and
improving the welfare of their members were the determinants of this cooperative
success. Finally, Vinasco (2012) studied the success factors of a transportation
cooperative. The author aimed to identify the successful practices in social, economic,
organizational, and environmental aspects by using a mixed methodology, quantitative
and qualitative, and by using the cooperative principles as the success determinants.
Over the course of six years, it was observed that at first, the cooperative loosely followed
the success principles, leading to a low economic and management performance of the
cooperative, but later, when the principles were better adopted, performance increased.

Findings from the previous studies presented above confirm that studies focusing
on success factors of cooperatives have been carried out by many researchers in different
countries, and different economic sectors. We observed that the success factors depend
on the location, economic sector, or activity in which a cooperative is involved. Thus, there
is a large heterogeneity of the success factors. Lastly, there are no studies that address
the success factors of agricultural cooperatives or associations from the perspectives of
the association or cooperative presidents in Colombia and particularly in Cumbal.
Therefore, this study attempts to fill this gap in the literature by studying the factors likely
to be correlated with cooperative presidents’ confidence in the success of dairy

associations in Cumbal Narifio, Colombia.
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2.3.6 Definition of success of co-operatives from previous studies

Success can be measured in different ways, such as profitability, member

satisfaction, longevity of the cooperative, etc. Based on a review of literature, success is

defined and measured based on:

1.

Objective: Success is defined by Bruynis et al. (2001) as the satisfactory

completion or the attainment of a desired objective or end.

. Competition: Zeuli and Bentancor, (2005) measure success in terms of competition

by pointing out that the success of agricultural cooperatives in the US means that
cooperatives compete with other cooperatives in several industries and markets.
Member Income: A successful cooperative can be defined as one that increases
the income of their members, promotes participation of members, and improves
the equity among members (Azadi et al., 2011).

Longevity: Other studies define success in terms of the longevity of the business.
For example, Carr, Kariyawasam, and Casile (2008, pg 79) define success as the
continued survival and growth in membership of the cooperative over a period.
Participation of members: In another study that focuses on successful farmer
cooperatives, success is defined in terms of the participation of members in
meetings organized by the cooperative, members access to the cooperative'
financial reports. Additionally, success is defined based on cooperatives providing
standard services, and technical training to members. Finally, success is defined
based on cooperatives' ability to generate a minimum level of income, having a
close business relationship with local farmers, and playing a leading role in

improving the local agricultural sector (Garnevska, Liu, and Shadbolt, 2011).
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6. Exchange of goods: Banaszak (2008) defines success of producer
groups/cooperatives based on their ability to coordinate the exchange of goods
between farmers and purchasers and operate a per-unit cost lower than the per-
unit cost of alternative ways of transactions.

7. Financial aspects: Nyoro and Ngugi (2007) define a successful agricultural
cooperative as one that pays its members high prices on a timely matter, facilitates
credit to their members, and does not experience conflicts within the cooperative.

2.3.7 Measurements of cooperatives success
Sexton and Iskow (1988) used a two-stage approach. In stage one, they classified

the factors that impact success in four categories: economic, organizational, financial, or
production. Then, they estimated separate equations using logit regressions that have
the same dependent variable measuring success, but different independent variables
associated with the four categories described above (i.e., one model for economic, one
for organizational, one for financial, and one for production factors). Only the most
significant variables from the first stage estimations were included in the second stage
estimated model.

Similarly, Bruynis et al. (2001) used a two-stage approach to determine the relationship
between a dependent variable measuring cooperative success and independent
variables related to economic/marketing, financial, management, and organizational
factors. Bhuyan and Leistritz (2001) also used a two-stage approach model using
economic, financial, management, and organizational as independent variables that
contribute to the success of cooperatives. Finally, Azadi et al. (2011) used four categories,

individual (age, education, interest, etc. of the managers), economic, structural (number
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of members, number of workers and facilities) and external factors (market access), that

influence the success of cooperatives using a multivariate linear regression model.
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CHAPTER 3. MATERIALS AND METHODS
3.1 Empirical model

The purpose of this section is to identify potential factors associated with the
presidents’ level of confidence about the success of their dairy associations. In other
words, what specific characteristics of a dairy association lead to presidents’ perceptions
of their association’s success. A president's perception of success is determined by
various factors influencing the performance of dairy associations, such as economic,
financial, membership, management, and operation factors.

Previous studies use different methods to analyze factors that determine the
success of a cooperative. For example, Noordin et al. (2011) surveyed 567 board
members from 89 cooperatives and used three aspects to gauge the success of a
cooperative: managerial competency, effective leadership, and support. Bruynis et al.
(2001) set up four key factors to determine success: longevity, member business growth,
profitability, and member satisfaction. Another study by Banaszak (2008) analyzed the
critical factors that determine the success of cooperatives with the main objective of
organizing joint sales of output produced individually by members of cooperatives. This
study identified four factors influencing association success: leadership strength, number
of members, the existence of business relationships among members before becoming
part of the cooperative, and the existence of a selection process for members.

Moreover, Sexton and Iskow (1988) used a method that includes a two stage-
approach. In the first stage, they classified the determinants of success in four categories
(economic, organizational, financial or operational/management), and estimated four logit

models with the same dependent variable measuring success and a different set of
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independent variables corresponding to the abovementioned categories. Finally, the most
significant determinants in stage one equations were included in the stage two model.
This approach was also used in later studies by Bhuyan and Leistritz (2001) and Zeuli
and Bentancor (2005). In our study, we classified potential determinants of association

president’s perceptions of success in four categories (see Figure 4).

3.2 Conceptual Framework

In this section, we discuss the economic theory behind the marketing cooperatives
that market farm goods produced by their members. The theory explained in this section
supports the definition of cooperatives' objectives and assessment of performance. Since
the objectives of cooperatives are similar to those of associations, this theory might also
support dairy associations' objectives and evaluation of their performance. This study
focuses on the dairy associations of the municipality of Cumbal, which are dedicated to
marketing raw milk collected from their members. The associations incur costs related to
transportation, some fixed costs such as utilities, labor, and costs of marketing the raw
milk. For simplicity, all the costs incurred by the dairy associations will be called marketing
costs.

We analyzed the decision about how much an association pays its members per
liter of raw milk, i.e., price (p), and the volume of milk an association collects, i.e., quantity
(q). For this analysis, we used the net average revenue product curve (NARP), defined
as net revenue product (NRP) divided by the quantity of product. It is analogous to the
price received by the association less its average marketing cost. NARP represents the

amount per unit that is available for raw milk payment and profits.
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Figure 4. Schematic of factors influencing the perception of the presidents of the dairy
associations about success
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The net marginal revenue product (NMRP) curve represents the change in NRP
from marketing an additional unit of raw milk, and it is analogous to marginal revenue
without the marginal processing cost. Now let’s analyze the different economic objectives
for a dairy association that might determine its success considering price and output,
which are represented in Table 2. Figure 5 shows the price (in Colombia pesos) and
output solutions for these objectives. To develop this conceptual framework, we followed
Royer (2014) approach, and we adapted it to the functioning of the dairy associations of
the municipality of Cumbal. For a marketing dairy association, NMRP and NARP in figure
5 are exhibited with the raw milk supply curve facing the association (S). We assume that
a dairy association cannot purchase unlimited quantity of raw milk at a fixed price level.
The maximum amount of milk a dairy association can purchase is Q4, where the supply
meets the NARP and the dairy association pays a price, P4 to its members. Dairy
associations might operate under a monopsonistic or oligopsony competition, where one
or few associations might enjoy market power. Thus, they might face an upward-sloping
supply curve.

The geographical distribution of the dairy associations might explain their market
power. For example, if a dairy association sets a lower price for the raw milk, it might tend
to receive milk only from nearby producers, while farther producers might tend to change
their association. Similarly, higher prices might tend to attract producers from farther
regions. The marginal factor cost curve represents the cost of each additional unit of raw
milk an association purchases. In figure 5, we observe that an association faces an
upward-sloping supply curve, in this case, the marginal factor cost curve (MFC) will lie

above the supply curve since an association will have to pay a higher price to purchase
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additional units of raw milk. The first economic objective that an association might choose
IS maximizing its net earnings. To achieve this goal, an association might pay P; for a liter
of raw milk and collect Q, liters of raw milk, which is the quantity where NARP and MFC
curves intersect each other. In this scenario, the association’s net earnings will be
(N; — P;) x Q. The value of NARP at @, is represented by N;. The earnings will be
refunded to members as a patronage refund, and the net price paid to members N; comes
from adding the per unit refund (N; — P,) to the cash price (the price that member receive
per liter of raw milk sold to the association).

The second economic objective of a dairy association might be maximizing the
price it pays its members. Under this objective, an association would collect Q,
corresponding to the maximum of NARP curve, the point where NARP and NMRP
intersect each other. The cash price paid to its members for a liter of raw milk will be P,,
which is lower compared to the previous objective. Nonetheless, after adding the per unit
patronage refund N, — P,, the net price is N,, which represents the maximum price that
can be paid. The third economic objective might be the maximization of member’s returns
including any earning of the association. This scenario occurs when the association
collected Q5 liters of raw milk, which is determined by the crossing of the NMRP and the
supply curves. In this case, the association will pay its members P; for each liter of raw
milk. The net earnings of the association are (N; — P;) x Q5, which later might be returned
to its members as patronage or additions to the association’s capital. This objective allows

members to get the highest returns compared to other objectives.
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Table 3. Price and output solutions for a marketing dairy association under various

objectives

Quantit

Objective Criteria y

Patronag Net
Price erefund price

Maximization of association
net earnings

NMRP=MFC 0,

NMRP=NAR
Maximization of net price P Q,
Maximization of member
returns NMRP=S Qs
Maximization of quantity NARP=S Q,

Py Ny =P Ny

P, N, =P, N

Ps N3 — P; N3
P, 0 N,

Price in Colombian Pesos

Q2 at a3

a4 Quantity

Figure 5. Price and output solutions for a marketing dairy association under various

objectives
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Members’ returns include the association’s net earnings and farm profits that
members earn by producing raw milk. Farm profits are not shown directly in the graph, it
is part of the producer surplus, which is represented by the area above the supply curve
(S) and below the market price P;. Therefore, the area of P; xQ represents the revenue
members receive from selling raw milk.

The triangle area below the supply curve represents the total variable cost to
market raw milk, and the triangular area above the supply curve represents members’
profits on the farm and fixed costs. In both cases, we assumed that the supply curve
portrays the marginal cost of producing raw milk. Finally, we assumed that fixed costs are
constant with respect to change in quantity. Thus, maximization of associations’ net
earnings and producer’s surplus (both are maximized at Q) is analogous to maximize
member returns represented by the rectangular area (N; — P;) xQ5, and the triangular
area above the supply curve represents the producer’s surplus.

The last economic objective could be maximizing the volume of raw milk collected
at Q, which is represented by the crossing of the NARP and supply curves. In this setting,
the maximization of output might represent a unique equilibrium solution. At this level, the
price of the collected milk equals the sum of the raw milk and the per-unit cost of
marketing raw milk. Therefore, the patronage refund is zero and members no longer have
incentives to increase supply.

The association’s members desire higher prices per liter of raw milk delivered. In
Figure 6, we assume that the association establishes a net price P; per liter of raw milk
to pay its members. At this point, an association faces supply S; and markets Q, liters of

milk. Since the association is operating in the upward-sloping section of its NARP curve,
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it could improve price by shifting the supply curve to the right. For example, the
association could shift the supply curve to S, where supply intersects NARP at its
maximum, increasing its net price to P;. On the other hand, when an association is
operating in the downward-sloping region of its NARP, the association might increase the
price by shifting the supply curve to the left. For example, if the association shifts its supply
curve S5 to S,, it will allow increasing its net price from P; to P,.

The success of a dairy association might be measured by different economic goals
such as maximization of cooperative net earnings, maximization of net price,
maximization of member returns, or maximization of quantity (profitability, production
volume, market share, etc.). However, there are other non-economic goals that might be
used to measure an association’s success, such as member’'s satisfaction and
commitment. In this study, we assume a measure of success is captured by a latent or
unobserved variable S*. Although we cannot observe S*, we observe the president’'s

perceptions of association success (Ys),

Ys

_ {1 ifs*=S§
0ifs*<S’
where S is a relative level of success that allows presidents to evaluate president’s
confidence in the success of the associations they represent. If the success measure
presidents use to determine their confidence in their association success is above S, then
presidents are highly confident about the success of their association, and therefore y, =
1 . While if the success measure is below S presidents are just confident about their

association's success, and therefore y, = 0.
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Figure 6. Strategies for increasing the raw milk price.
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3.3 Description of the Study Area and Sample Size.

Colombia borders two oceans, the Pacific and the Atlantic oceans. This location
allows the country to be connected with Central and North America, European, and
Southeast Asian countries.

Colombia has a diverse climate, ranging from tropical to cold, enabling the country
to cultivate various agricultural products. Colombia has eight highly productive dairy
regions; one of these regions is the Southwest dairy region that includes the departments
of Cauca, Putumayo and Narifio (Jaramillo and Areiza, 2013; Carulla, 2016). This study
focuses on the municipality of Cumbal, which is part of the Narifio department. Cumbal is
divided into four indigenous territories: Panan, Chiles, Mayasquer and Cumbal, as seen
in Figure 7. The average temperature ranges between 44°F and 62°F (i.e., 7°C and 17°C),
which is favorable for dairy cattle production.

Figure 8 summarizes the dairy supply chain of Cumbal, considering only milk that
is produced by members of the local dairy associations. Considering the dairy supply
chain developed by the National Dairy Council (2010), the informal market is represented
by the local cheese producers or the cottage industry, which mostly captures low-grade
milk that does not meet the standards of quality required by the formal industry,

represented by the dairy processing companies.
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Panama

Figure 7. Location of the municipality of Cumbal.
(Source: National Administrative Department of Statistics)
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Figure 8. Dairy industry supply chain of the municipality of Cumbal-Colombia
considering only milk that is produced by members of dairy associations.



For this study, we used results from a paper-based survey of the 50 dairy
associations’ presidents in the municipality of Cumbal. A total of 42 out of the 50 dairy
association presidents (i.e., 84% response rate) completed the survey. The English and
Spanish versions of the survey instruments are presented in Appendix A and Appendix
B, respectively.

Due to the COVID-19 pandemic, we could not travel to Colombia to collect the
data. The lack of reliable internet access and telephone service in the area prevented us
from using online or telephone surveys. Therefore, we hired a local enumerator who had
extensive knowledge of the study region, was well known by the members of these
associations, and formerly held a managerial position in a dairy association to collect
survey data. We initially contacted the participants by phone to explain the purpose of the
survey, then we asked the participants to participate, following an Institutional Review
Board (IRB) approved protocol. Once they provided consent to participate, a paper copy
of the survey was delivered by the enumerator. Upon receiving confirmation from the
participants that the survey was completed, the enumerator collected it. The role of the
enumerator was to first print the surveys, then deliver the surveys to each president, pick
up the surveys, scan and send us a copy of each survey via email.

3.4 Description of Questionnaire

The purpose of the survey was to collect data from the dairy associations of the
municipality of Cumbal and, through statistical data analysis, gain insights into the factors
affecting the success of the Cumbal dairy associations. To identify the factors associated
with associations’ success, we split the survey questions into five different categories:

economic, financial, membership, management and operational, and basic information.
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Each of these categories included questions that capture the different factors that could
be correlated with the president’s perceptions associations’ success.

The first category included questions related to economic factors that might be
related with the president’'s perceptions about success of their dairy associations.
Economic factors are important because they impact the profitability of the associations
and their members. If the associations do not provide appropriate selling price, premium
prices for high-quality products, and guaranteed purchase of milk, then members will not
have an incentive to continue their membership and may likely leave the association*.

The second section covered elements related to financial factors. In this section,
we collected information about some basic financial factors that could be correlated with
the associations’ success, including methods used to acquire capital, assets, access to
loans, and financial support to members. This information is important because it
demonstrates the financial health of the association to face the challenges that the dairy
sector demands. Associations with different ways to acquire capital, experience with
access to loans, or that are transparent when reporting financial information to their
members might have a higher probability of being successful.

The third section deals with membership factors. This section was pivotal as
members are the core component of the associations; without members, the associations

cannot exist. This section includes factors that might be correlated with association

4 On the other hand, the costs for members of being part of an association are:

Members are required to actively participate in meetings and events organized by the association, if they
cannot attend, members pay a penalty. Members abide by the decisions taken by the majority of
members through vote. The participation and effort among members are not the same, some take
advantage of the efforts of others. When a member decides to leave the association, the member cannot
sell their membership as one would do in case of a Limited Liability Company.
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success, such as the number of members and changes in the number of members over
time. Also, this section helps to evaluate the level of commitment of members to their
associations. This section covers topics related to accepting new members and the
different requirements or barriers the associations impose when making decision about
accepting new members, and some perceptions from the presidents regarding the
process of accepting new members.

The fourth section deals with management and operational factors. It includes
different questions related to the management of the associations, such as leadership,
cooperation with other institutions, perceptions about the future of the dairy sector, and
strengths and weaknesses of the dairy associations. Previous literature pointed out that
association management is a determinant factor for the success of cooperatives; thus,
we hypothesized that management is likely to be correlated with dairy associations’
success.

Finally, the last section covers questions related to specific characteristics of the
associations and their presidents. This section is important because it describes specific
attributes of the dairy associations that could be linked to cooperative success. This
section also covers topics such as location, years in business and information about the
presidents such as gender, education, and experience. Some variables, such as
production volume, the price per liter, the number of members, and revenue, were divided
into three categories for a better understanding of the size of the cooperative: small,

medium, and large.
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3.5 Data Collection

We contacted two associations’ leaders, who have been working with their
associations for more than ten years, to get an idea of the number of existing associations
in the municipality of Cumbal. Then, we confirmed this number with information available
in the Municipal Technical Assistance Units (UMATA) of Cumbal. Both sources provided
the same number of associations, so we worked with this contact list. Next, we secured
approval for the survey instrument from the Institutional Review Board (IRB) from the
University of Tennessee, Knoxuville.

First, the presidents of each dairy association were contacted to ask for consent
to participate in this study. After their agreement, a survey was delivered to the most
convenient location for them. Since this survey was carried out during the COVID-19
pandemic, we followed the Center for Disease Control’s (CDC) guidance to prevent any
possible risk of infection that could happen from the physical interaction between people.
Therefore, we left each survey for a few days in the most convenient location for the
participants. The participants filled out the survey alone and without any physical
interaction with other people. Once the surveys were completed, a participant contacted
us by text message, and the enumerator picked up the survey.

We started contacting the participants who live in the farther regions from the urban
area of the Municipality of Cumbal, and then we approached the participants who live
closer to the urban area of Cumbal. We sent the surveys to 50 presidents but were unable
to contact eight presidents, which represents 16% of the total population. Our response
rate was 84%. Some presidents live far away with no access to phone services; others

changed the phone number, or the contact we had in the list did not work. Others dropped
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out; when we contacted them the first time, they agreed to participate, but later they
decided not to participate. All the surveys were answered in Spanish. Four follow-up
phone calls were conducted to ensure survey completion. Our collaborator used his
motorcycle to deliver each survey. The survey data collection process took three weeks,
from the last week of November to the second week of December 2020. We paid the
enumerator a flat fee of $20 per day for a total of 13 days (approximately 1,050,000
Colombian pesos). We also covered expenses for paper, printing, scanning, internet, and
telephone charges.
3.6 Hypotheses

The hypothesis is that the leaders’ perceptions of success can be explained by
differences in association characteristics which include economic, financial, membership,
management and operational factors. This is related to the objective of this study. A logit
model is used to evaluate the five factors correlated with association president's
perceptions of success.
Hypothesis I:

» Ho: The economic, financial, membership, management and operational
characteristics are unlikely to influence the presidents’ perception of success of
the dairy associations.

» Hi. The economic, financial, membership, management and operational
characteristics are likely to influence the presidents’ perception of success of the

dairy associations.
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3.7 Econometric Model

3.6.1 Logit Model

A logit model was used to evaluate the correlation between president perceptions of
association’s success and association characteristics. Note that, as explained in the
conceptual framework section, a single measure of success is not observed (5*), but

rather we observed presidents’ perceptions of association success (y,) such that

(2)

Vs

1ifs*=8§
0ifS*<S’

where S is a relative level of success that allows presidents to evaluate president’s
confidence in the success of the associations they represent. If the success measure
presidents use to determine their confidence in their association success is above S,
then presidents are highly confident about the success of their association, and
therefore y, = 1 . While if the success measure is below S presidents are just confident
about their association's success, and therefore y, = 0. For simplicity in describing the
econometric models used in this study, we assumed S=0.

We are interested in modeling the probability (p) that a president is highly
confident in the success of the association they represent as a function of the
association and its characteristics (x). A regression model is formed by parameterizing
p to depend on an index function x’'B where x is a vector of variables capturing
president and association characteristics and g is a vector of unknown parameters
capturing the correlation between x and y, (Cameron and Trivedi, 2010). The
conditional probability associated with y, can be expressed as:

p= Pr(y; =1|x)= Pr(x'B+ £€>0), (3)
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= Pr(e>—x'B)

=1-F(=x'B)=F(x'B)

_ 1
T 1+e®B)

where F is the logistic cumulative distribution function.

Marginal effects associated with (3) for continuous variables can be described as

dPr(ys=1lx) _ _ByeT*'F)
9 (xk) (1+e(=x'B)y2

(4)

3.6.2 Diagnostic Tests

3.5.2.1 Multicollinearity test

Multicollinearity is a situation that results from the existence of strong linear
relationships among the predictor that increases the variance of the estimated
coefficients. The existence of multicollinearity will result in regression estimates that are
inefficient (Chatterjee and Hadi, 1991).

There are two test to detect multicollinearity: variance inflation factor (VIF) and
condition index (Cl). The VIF is estimated using the value of R? that results from
regressing each independent variable against all other independent variables.

R? tends to be close to one when there is strong linear relationships among independent
variables (Chatterjee and Hadi, 1991). Values of VIF greater than 10 indicate collinearity
which might cause issues with the estimation. An alternative method to assess
multicollinearity is the condition index (CI). Condition indexes between 30 and 100

indicate that the explanatory variables have moderate to strong association with each
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other. A condition index accompanied by a proportion of variation above 0.5 indicates
potential collinearity problems (Belsley, Kuh, and Welsch 1980).

3.6.3 Selection of Variables Used in Econometric Modelling

Selection of the Dependent Variable
The selection of independent variables is based on a literature review and the particular
characteristics, such as economic, political, and social factors that affect the performance
and the success of the dairy associations. Dairy associations of the municipality of
Cumbal are going through a difficult time that put their survival at risk. It is important to
determine which are the characteristics of the dairy associations that are correlated with
the leader's confidence in the success of their dairy associations. We could point out that
those association where their leaders are highly confident in the success are associations
that are more organized and prepared to face the current and future challenges of the
dairy sector. Thus, these associations might be more resilient and have more chances to
survive.

We adapted previous studies that focused on the success factors of cooperatives,
with the aim of determining factors or particular characteristics of the Cumbal dairy
associations correlated with the presidents’ perception of success. To measure success,
in Question 1, we used a Likert scale and asked whether the presidents of the
associations strongly agree, agree, disagree, or strongly disagree with a statement
related to the success of their associations. In the same question, we asked those who
consider their associations to be successful to report how they measured success in their
own words. Then we transformed these four scales into two options to create our

dependent variable as a dichotomous variable. These two options indicate whether the
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participants of this study are highly confident of the success of their dairy associations or
are not highly confident. When the presidents are highly confident in the success (strongly
agree) are assigned a value of 1 (success = 1), otherwise (agree, disagree, and strongly
disagree), a value of O (success = 0).

3.5.3.1 Explanatory Variables

In this research, many characteristics are hypothesized to have a direct effect on
the president’s perceptions of association success. For example, there are several
economic and non-economic factors that might be correlated with the president’s
perceptions about success, such as cooperative net earnings, net price, member returns,
quantity bought, member satisfaction, commitment, among others. All the explanatory
variables included in the analysis, along with their expected signs are presented in Table
3. Each of the variables are discussed in detail in the results and discussion section.

Among the economic factors, the first variable is revenue. It is hypothesized that
this variable might have a positive correlation with the presidents' perception of the
associations’ success. High volumes of production that result in increased revenue,
reduced fixed costs, and increase bargaining power (Nyoro and Ngugi, 2007). Carlberg
et al. (2003) found that business volume of production is positively correlated with the
success of a cooperative; similarly, Ward (2003); and Bruynis et al. (2001) found that
business production volume is one of the core factors that determine the success of
marketing agricultural cooperatives. Sexton and Iskow (1988) also stated that one of the
principal reasons for the failure of a cooperative is insufficient business production
volume. Therefore, as the revenue increases, the likelihood of presidents’ confidence

about success is also expected to increase.
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The second explanatory variable included in the model is a variable that captures
whether and association is doing business with non-members or not. This variable is
expected to be positively correlated with the president’s perception about the success of
their dairy associations. This variable was coded as a dummy. This variable takes the
value of zero when an association does not do business with non-members, and it takes
the value of one when the association does business with non-members. Non-member
business allows associations to be more flexible with the fulfillment of the market
demands and the needs of their members. As Sexton and Julie (1988) stated, during
periods of high demand and price, cooperatives can do business with non-members
allowing efficient use of the facilities. Whereas during times of lower demand,
cooperatives can stop doing business with non-members without affecting the welfare of
their members. Lopez and Spreen (1985) and Royer and Matthey (1999) also pointed out
the benefits of higher economic returns of doing business with non-members. Finally,
Lopez and Spreen (1985) suggested that the conditions for doing business with non-
members depend on the price of the good, so the cooperatives can either buy or sell
products.

The third explanatory variable included in the model is the number of dairy
processor companies that buy milk from the dairy associations. This question was coded
as a dummy variable. Associations that only sell milk to one buyer company are
represented with zero, and associations that sell milk to more than one company are
assigned a value of one. Sexton and Iskow (1988) suggested that the smaller the number
of buyers a cooperative has, the lower the price they will be paid. Thus, buyers are not

forced to pay higher prices because they do not have to compete with others for a given
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product. Farmers will benefit if more firms enter the market, improving competition, as a
result, the price for farm products will go up. Moreover, Zeuli and Bentancor (2005)
pointed out that when buyer companies are competing for suppliers, cooperatives that
produce higher volumes will have better deals. However, in the absence of competition,
they might receive the same price as the cooperatives that produce lower volumes. On
the other hand, a few buyers (milk processors/handlers) may have a strong relationship
with dairy associations which may result in better market conditions for them. For
example, Carroll et al. (1988) pointed out that selling to a single buyer reduces
transactions costs and time as well as facilities the achievement of economies of scale.
Therefore, it is expected that the associations’ presidents that sell milk to more than one
buyer may or may not have a higher probability of showing strong confidence in the
success of their associations.

Similarly, we expect that the presidents of dairy associations that own two or more
long-term assets may have a higher probability of indicating confidence in the success of
their associations. This variable is a dummy variable that takes the value of one if the
association has more than two assets, and zero otherwise. Having long-term assets
facilitates access to financial loans (Mateos and Guzmén, 2018). Cooperatives that own
assets could appear more attractive and reliable to prospective members. Li, Jacobs, and
Artz (2015) concluded that to keep a competitive level in the agricultural industry,
investment in fixed assets and technology is required. Finally, Grau, Hockmann, and
Levkovych (2015) pointed out that one of the challenges that dairy associations face is
that they operate in an industry where their assets are highly specific to the industry.

Hence, it is challenging to sell these assets if they decide to exit the market. Another
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challenge associated with assets is related to the time horizon, some of these assets are
projected in the long-term, and benefits in the short-term are not seen by members, thus,
members do not see a benefit in investing in assets (Cook, 1995).

Member satisfaction is another explanatory variable included in this model. We
hypothesized that the probability of the president's level of confidence of success
decreases if members have mentioned their intention to leave the association. This
variable is a dummy variable. For instance, when at least one of the members had
mentioned leaving the association, the variable takes the value of one, and zero if none
of the members has intentions of leaving the association. We established that only one
member’s opinion might affect the president’s perceptions about success because a
single member might represent other members that might want to make the same
decision, or other members might want to make the same decision, but they might have
some difficulties expressing their opinions with the leaders. Thus, dairy associations
where no members express their intent to leave may enjoy a strong commitment of and
trust between members and board members. This might be related to member
satisfaction, and there could be many reasons that affect membership satisfaction.
Hansen, Morrow, and Batista (2002) found that some factors that affect whether a
member stays or leaves a cooperative are the trust among members (of a distinct group)
and the trust between members (of the same type) and the management of the
cooperative. Similarly, Verhees, Sergaki, and Dijk (2015) suggested that trust is a factor
that creates active membership that positively affects cooperative success and the
general well-being of members. Hansen, Morrow, and Batista (2002) also pointed out that

a cause for membership dissatisfaction within cooperatives is when cooperatives do not
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meet the financial or non-financial needs of their members. Furthermore, Nilsson et al.
(2012) explained the adverse effects that can occur when cooperatives do not meet the
members’ needs anymore, including members intentions to leave the cooperative. Not
only does a reduction in the number of members impacts the business volume, when
members leave cooperatives, they ask for the redemption of their capital, weakening the
cooperative capital structure. These adverse situations create a vicious cycle because as
more members leave a cooperative, the conditions for the remaining members get worse.

Also, we expect that the probability of the president's level of confidence of success
may or may not increase when the associations that have been in operation for more than
11.19 years. As Sexton and Iskow (1988) pointed out, in ten years, cooperatives might
be able to repay their capital loans, own adequate equipment, have a good volume of
production, have members that produce quality products, and are highly committed to the
cooperative. Thus, the president might be more confident in the success of their
associations when they have been in business for more than ten years. This variable is
coded as a dummy. We split the data into two categories, dairy associations that have
ten or fewer years in business are coded zero, and associations that have more than ten
years in business are coded one. The study conducted by Bhuyan and Leistritz (2001)
found that a higher percentage of cooperatives were rated as successful when they were
in business for more than ten years compared to cooperatives in business for less than
10 years. Similarly, Carlberg et al. (2003) suggested that older cooperatives might have
better connections with suppliers and consumers, and the staff might have more
experience in solving problems compare to cooperatives that only have few years in the

market. Finally, Sebhatu et al. (2020) found that a cooperative’s age is positively
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correlated to the probability of trust among members of the association. However, it is
also related to fraud incidents. However, as Nilsson et al. (2012) pointed out across the
years, members trust decreases in the cooperatives and in each other affecting the
perpetuity of the of organization.

Furthermore, previous literature pointed out that the experience of cooperative
managers is positively correlated with the success of the cooperatives (Carlberg et al.,
2003; Bruynis et al., 2001; Henehan and Pelsue, 1986). As Adrian and Green (2001)
pointed out, the more experienced a manager is, the better the manager is to face the
responsibilities and functions. Also, more years of experience will give a manager more
opportunities to learn from formal training and previous experiences. On the other hand,
presidents who manage their dairy associations efficiently with fewer years of experience
could also be successful. Therefore, we predict that there may or may not be a higher
probability of a president’s level of confidence about success when that president has
previous experience in similar positions. This variable is a dummy variable that takes the
value of one when a president does have previous similar experiences and zero
otherwise.

Finally, previous studies suggested that cooperative managers’ education has a
positive correlation with the success of dairy associations (Bruynis et al., 2001; Nyoro and
Ngugi, 2007). A higher level of manager’s education may positively impact the ability of a
manager to understand and address issues related to the business environment (Adrian
and Green, 2001). On the other hand, education may not be positively correlated with the
success of dairy associations since education by itself might not guarantee success. For

example, Zeuli and Bentancor (2005) pointed out that general education should be
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replaced by education about cooperative's specific benefits to achieve success. In this
direction, Noordin et al. (2011) stated that education and training programs about aspects
such as principles and values of cooperatives should be implemented to increase the
probability of success. Therefore, we hypothesized that as the level of education
increases, the probability of the president’s perception of their dairy association’s success
may increase or decrease. This variable is recorded as a dummy variable that takes the
value of one for presidents who indicated they have finished high school or have a higher
education degree and zero for presidents who indicating having less than high school

education.
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Table 4. Descriptions and expected sign of explanatory variables used in econometric
model

Exp.

Variables Descriptions Sign

Revenue Monthly revenue in millions of Colombian pesos +

Business with non- | =1, if the association collects milk from non- +

members members, 0 otherwise

Number of buyers | =1 if the association has more than one buyer, 0 +/-
otherwise

Long term-assets =1, if the association possesses more than one +
type of long-term asset, 0 otherwise

Member =1 if members have indicated to leave the -

satisfaction association,0 otherwise

Years in business | =1 if the association has more than 11.19 years +/-
in business, 0 otherwise

Experience =1, if the manager/president has experience with +
this position, O otherwise

Education =1, if the manager/president has a high school +/-
education or above
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CHAPTER 4. RESULTS AND DISCUSSION

4.1 Descriptive Statistics from Survey

4.1.1 Statistics that Describe the Characteristics of the Associations of the
Municipality of Cumbal

The summary statistics of the Cumbal dairy associations are presented in Table 4.
Additional survey statistics are presented as charts in Appendix C. The monthly average
association’s revenue is 59.17 million Colombian pesos ($16,021 USD). The revenue
ranges from a minimum of 15.75 million Colombian pesos to a maximum of 140.4 million
Colombian pesos (i.e., $4,264 to $38,014 USD)°. The large difference between the
minimum and maximum in revenue is explained by the marked differences between the
collection volume among the dairy associations.

About 45% of the presidents reported that their associations do business with dairy
farmers that are not part of their associations. Almost one third of the presidents, 35%,
that participated in this survey reported that the associations sell milk to more than one
buyer company. About 69% of the presidents reported that their associations have two or
more assets. Around 38% of the participants reported that at least one member had
mentioned an intent to leave the association.

The presidents reported that the average age of an association is 11.2 years,
ranging from a minimum of 1 to a maximum of 22 years. It is noteworthy that only two
associations had five or fewer years in business, which represents 4.76%, 69.5% had ten
years or more, and 16.67% had 15 years or more in operation. Only 28% of the presidents

reported having previous experience in similar positions. Finally, regarding education,

5 The conversion to US Dollars was estimated considering the average rate of exchange of Colombian pesos to US
Dollars in the year 2020, which was $ 3,693.36 Colombian pesos per one US Dollar.
https://dolar.wilkinsonpc.com.co/dolar-historico/dolar-historico-2020.html
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which is shown in Figure C-19 in Appendix C, 57% have elementary school (primary
school) or fewer years of education, 35% have a high school degree or higher, and only
about 14% have completed a college degree.

4.2 Dairy Associations Characteristics of the President’s Level of Confidence
about Success

We categorized the dairy associations into two groups: one, in which a president
was highly confident in their association’s success, and two, in which a president was
less confident in their association’s success. Table 5 presents the group means of the
presidents that are highly confident and not highly confident with the success of their
associations. Because we are working with a small sample, we used a nonparametric
test, the Wilcoxon Rank Sum Test, to evaluate the significance of the differences between
association characteristics by presidents’ perceptions of success (i.e., highly confident
vs. confident).

In Table 5, we observe that associations’ presidents that are highly confident in their
success tend to sell their milk to only one company. Presidents that are highly confident
in their association’s success tend to have a relatively low level of education. Both

variables are statistically significant at the 5% and 10% levels, respectively.
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Table 5. Summary statistics, variables that describe the dairy associations of the
municipality of Cumbal (N=42 approx.)

Variable Description Mean Std. Min Max
Dev

Monthly revenue in millions

Revenue . 59.17 33.07 15.75 1404
of Colombian pesos
Business with =1, if the association 0.45 0.5 0 1
non-members collects milk from non-
members, 0 otherwise
Number of buyers =1 if the association has 0.35 0.48 0 1
more than one buyer, 0
otherwise
Long term-assets =1, if the association 0.69 0.46 0 1
possesses more than one
type of long-term asset, 0
otherwise
Member =1 if members have 0.38 0.49 0 1
satisfaction indicated to leave the
association,0 otherwise
Years in business =1 if the association has 11.19 4.03 1 22

more than 11.19 years in
business, 0 otherwise

Experience =1, if the manager/president 0.29 0.46 0 1
has experience with this
position, 0 otherwise

Education =1, if the manager/president 0.35 0.48 0 1
has high school education
or above
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Table 6. Summary Statistics of Variables by level of confidence

Variable Highly Not highly
confident=1 confident =0
Revenue 62.78 52.5
Business with non-members 0.42 0.46
Number of buyers 0.23 0.60**
Long term-assets 0.77 0.53
Member satisfaction 0.38 0.49
Years in business 11 11.2
Experience 0.36 0.20
Education 0.46 0.73*

*, ¥, *** Significant at P < 0.10, 0.05, or 0.01, respectively
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4.3 Logit Regression

First, the test for multicollinearity shows that there is no collinearity among all
independent variables included in the regression, given that the condition index was less
than 30. Table 6 presents the results of the estimated logit regression. The p-value
associated with the likelihood ratio chi-square test suggest that the overall model is
statistically significant.

We used the robust option in STATA for estimating the standard errors. This option
uses the Huber-White sandwich estimators. These robust standard errors deal with the
potential violation of various assumptions, such as error normality, heteroscedasticity,
among others.

The presidents of dairy associations who reported that their associations are
successful or highly successful were asked about their methods to assess association
success. The most common answer to measure success was higher prices (27%),
followed by the number of members (15%) and member satisfaction (10%). The
remaining presidents of dairy associations considered success in terms of member
commitment, quality of milk, and member satisfaction. We created dummy variables that
takes the value of one if the respondent is highly confident in their association’s success
and zero if the respondent indicated they are confident in their association’s success.

Four of eight independent variables included in this study turned out to be
statistically significant. The first statistically significant variable at the 5% level is monthly
revenue. The sign of the estimated coefficient associated with this variable is consistent
with the hypothesized sign, which suggests that for every additional million in revenue

(in Colombian Pesos), the presidents of the dairy associations are more likely to be highly
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confident in success. Dairy associations that experienced high levels of revenue might
also enjoy bargaining power, better prices per liter of raw milk, and low fixed costs. These
aspects would allow the associations to have better economic performance and be more
successful.

The second statistically significant variable is the one capturing whether an
association sells milk to more than one company or not. The sign of the estimated
coefficient associated with these variables is negative, which indicates that the
presidents of dairy associations that sell milk to more than one company are less likely
to be highly confident in the success of their dairy associations. This could reflect that
there is instability and uncertainty with respect to the companies that buy their milk, as
some of the participants of this study mentioned that the fact that they sell to more than
one company is due to the low milk quality. Some dairy associations that have a
relationship with a primary company that buys their milk are challenged when the quality
does not meet the minimum requirements. Then the associations are forced to sell their
milk to the local cheese producers, the most common second option. According to some
participants, these companies pay lower prices than the primary company. This variable
is statistically significant at the 1% level.

The third statistically significant variable at the 5% level is member satisfaction.
This variable captures whether a member intends to leave an association because it
does not meet his/her expectations. The estimated coefficient associated with this
variable is negative, which suggests that presidents of associations in which one or more
members have mentioned that they want to leave the associations are less likely to be

highly confident in the success of their dairy associations. There might be several
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reasons for members wish to leave their associations. For example, when the association
IS not meeting members’ economic needs, or when conflicts exist among association
members or between members and the board of directors, members might have a
motivation to leave the association. This type of factor might negatively impact the
economic performance of the associations. For example, if members leave their
associations, then sales might decrease, and fixed costs might increase. The most
common reason was that the associations impose many requirements to treat the raw
milk on the farm to meet the minimum standards of quality and hygiene. These
requirements impose additional costs for members, and the benefits that farmers receive
in terms of price and premium prices per liter of milk are lower than the costs incurred.
The fourth statistically significant variable at the 5% level is years in business. The
estimated coefficient associated with this variable is negative. The interpretation for this
variable is that the presidents of dairy associations that are in operation for ten or more
years are less likely to be highly confident in the success of their dairy associations. One
of the possible explanations for the coefficient sign is that associations that were in
business for more than 11.19 years, have not had important advancements in terms of
collection volume, number of members, investments in assets, or value-added products.
In general, these associations are doing the same activities as the activities they were
doing when they started doing business, which is just marketing raw milk. Another
interpretation for the negative sign of this variable would be that ten or more years ago
when older associations started doing business, the dairy sector in Colombia had a better
performance; for example, the imports of milk were low, Colombia exported milk

products, and there was no strong competition from foreign markets then compared to
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the present day. Thus, these presidents might perceive that, in general, the dairy sector
is facing greater challenges for the producers than ten years ago.

Finally, the last statistically significant variable at the 5% level is education. The
estimated coefficient associated with this variable is negative. The presidents that have
a high school education or more are less likely to be highly confident in the success of
their dairy associations. A possible explanation would be that presidents with a certain
level of education have more access to knowledge and information through the internet
or television. Therefore, these leaders might be better informed and concerned about the
current challenges that the dairy sector is facing, such as the increase in imports of milk,
low consumption of milk, or low productivity. Additionally, by the year 2026, the countries
of the European Union and by the year 2028, the United States will be able to export milk
with minimal restriction will put the sustainability of the dairy sector at risk. Therefore,
these presidents might be less optimistic about the dairy sector in general and less likely
to be highly confident in the success of their associations. On the other hand, presidents
with lower educational attainment might have less access to the information or knowledge
of the current conditions of the dairy activity and therefore, be more optimistic.

Table 6 also shows the marginal effects of the statistically significant independent
variables. The interpretation of the revenue variable is that for each additional million in
revenue, the presidents of the dairy associations are 1.4% more likely to be highly
confident in the success of their association. Regarding the number of buyer’s variable,
presidents of associations that sell milk to more than one company are 58% less likely to
be highly confident in the success of their associations compared to the presidents of

associations that sell their milk to only one company. The next variable that we interpreted
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is member satisfaction. The presidents from dairy associations where one or more
members have expressed their willingness to leave the association are 41% less likely to
be highly confident about their associations’ success compared to the presidents from
associations where no members have express interest in leaving their association.
Presidents of associations that have been in business for 11.19 or more years are around
56% less likely to be highly confident in the success of their associations compare to the
presidents of associations that have less than ten years in operation.

Finally, presidents that have a high school or higher education are around 93% less likely
to be highly confident in the success of their associations compared to the presidents that

have not completed high school or have less education.
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Table 7. Estimated logit model for president’s level of confidence in success of dairy
associations

Variable Coefficients Marginal
effects

Revenue 0.0687 ** 0.0142
(0.0342)

Business with non-members 0.2306
(1.2165)

Number of buyers -3.4474%** -0.5846
(1.0937)

Long-term assets 3.2047
(2.0096)

Member satisfaction -1.9214** -0.4102
(0.9080)

Years in business -40594** -0.5571
(1.7259)

Experience -1.9265
(1.5261)

Education -6.6337** -0.9297
(2.9542)

Number of observations 40

Log-likelihood -12.76

X2 (8) 21.37%**

¥, **, *** Significant at P < 0.10, 0.05, or 0.01, respectively.
Standard errors are presented in parentheses
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CHAPTER 5. SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS
5.1 Conclusions

Given the current and future challenges impacting the dairy associations of the
municipality of Cumbal, understanding the factors correlated with their success could help
assess the factors that could influence the survival of dairy associations in this region.

Unlike other types of organizations where success can be measured by evaluating
the profitability of the firm, in dairy associations, the measurement of success is more
complex because it covers not only economic aspects but also non-economic aspects
that are difficult to measure because they depend on subjective considerations. This
study evaluates which characteristics are correlated with association presidents’
perceptions of success. It is important to note that this analysis is based on the subjective
opinions of the presidents. Therefore, success might be considered differently among the
presidents. For example, for some presidents, success might be considered based on
economic aspects, but for others, success might be considered based on non-encomia
aspects such as members' satisfaction, the impact of the association in the community,
engagement of the members, participation of the members, among others.

Primary data was collected through a survey from 42 of the 50 presidents of the dairy
associations in Cumbal. The primary objective of this study is to evaluate the factors
correlated with dairy association’s success in this region. We categorized the potential
factors correlated with association success in five categories: economic, financial,
membership, management, and general association characteristics.

Results from the logit regression used to evaluate the factors correlated with
association presidents’ perceptions of success suggest that revenue is positively
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correlated with the president’s perception of success. The number of buyers, member
satisfaction in terms of the members that want to leave the associations, years in
business, and education are negative correlated with the president’'s perception of
success.

5.3 Limitations
The scope of this research was restricted by time, the COVID-19 pandemic, and
monetary factors. We could only focus our study in one Municipality of the department
of Narifio (i.e., Cumbal). In this study, the definition of success of the dairy associations
was based on the individual interpretation of the presidents of each dairy association,
there was no standard definition provided to them prior to the survey; thus, success may
be determined in terms of economic and non-economic factors.

Also, this study only evaluates the characteristics of the dairy associations and
perceptions and characteristics of the presidents, without considering the members of the
associations and associations of other municipalities or regions of the country. Future
studies should evaluate member’s perceptions of association’s success. Also, future
studies could expand the analysis to other dairy regions in Colombia.

One of the important factors to evaluate the performance of associations is
financial information. Unfortunately, in this study, we could not collect this type of data
due to time constraints. Hence, future studies should evaluate the correlation between

association success and association financial factors.
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APPENDIX A. DAIRY SURVEY

Survey of Dairy Association Leaders in Cumbal-Marinio, Colombia

Interview Mo:

haz been a success"

1 From 1 to 4 rate the following statement, where 1 is totally agree, 2 agree, 3 disagree and 4 totally disagree. "I censider that my dairy association
If you consider that the association has been a success, how do you measure success [eexample, number of membsers,
production, member satisfaction, better prices etc.)? [please explain)...

2 Do you believe that the dairy association will keep in business in the Inng run, for exarnple 20 years r'ru:lm nu:m"* Y [:] N [:] rf the answear s na,
which may be the reasons? [Plaa s BRI e e et ettt as et e et et et e £ e et et e e e e cercere

Economic factors:

[

does the association currently produce?

1 How many customers (milk processor companies ar l:l 2 The number of customers in the past five years has:
wholesalers) currently buy milk from the assodiation? [ increased [ remained the same [ or decreased
3 On average, how many liters of milk per month 4 The liters of milk that the association produced in the past five years has:

[ Increasad [] remained the same [ or decreasad

5 On average, what is the price per litar of milk?

[]°

The wolatilty of the price of milk in the past five years has been:

very important impaortant moderate  slightly  not important
0
7 Does the association receive bonus for higher Y N |8 If yes in the previous queston, what is the pecentage of the bonus in the
quality or hygine of milk [circle yes or no)? rice of one liter of milk:
less than 5% Between 5% and 10%
[ between 10% and 15% Betwean 15% and 20%
] between 20% and 25% [Jmore than 25%
9 What milk processing company does the association sells alpina ] alqueria [T rarmalat [ colanta [ nestle
milk to: Mong Other ..
10 | what is the frequency of membership payments? []weekly [ Biweekly |:] Manthly other._ S
11 | Has the association implemented any processing of milk Y N if yes, what products does the association pral:l uce?
(circle yes orno)?
12 | Does the association receive milk from nonmembers [circle Y N If no, what are the reasons? ...
yes or no)?
13 | Does the association market other products or services ¥ HN if yes, approximately what is the share (percentage) of the sale of the
besides milk products (circle yes or no)? If yes, please list products and services to the total revenues?
the products.._ e
14 | Does the association sell |n|:|u'ts to its mem bers CIFC|E yesor |¥Y N I yes, what INPUIES Y e
noj?
Please indicate your level of agreement on the following Strongly Slightly agree Keutrs Slightly disagree Strongly disagree
statements: agree
15 | Members that sell their milk out of the association will O m [ | [
recaive a higher price
16 | The association influences the volume of milk its members [ O [ W [
deliver
17 | The association influences the velume of milk purchased by [l [ ] ] [
bunyers
18 | The association influences the market price of milk [l [l 1 1 [

Financial factors

1 Which of the following ranges (in millions of pesos] ] Less than 10 millien of pesos [] Betweean 10 to 15 millicn of pesos
best describe the sales of the association per month? [ Between 15 to 20 million of pesos [ EBetween 20 to 25 million of pesas
7] Betwesn 25 to 30 million of pesos [0 Betwesn 30 to 35 million of pesos
[ ] Between 35to 40 million of pesos  [] Mare than 40 million of pesos
2 What iz the share of taxes paid by the association as [] Less than 5% [0 Between 5% to 10%
compared to the total revenue | | Betwesn 10% to 15% [ Between 15% to 20%
More than 20%

below:

3 Has the association reportad any losses in the past five years (circlayesorno)? ¥ N if yes, which year/s ..o
4 Do you expect that the association will have profits or losses in 2020 (circle yes orno)? ¥ N ‘What about 20217 ...
5 From the following methods to acquire capital, indicate the percentage of the total equity capital that was acquired using the methods listed

74




[0 annual or other periodic membership fees_ % [ capital from accepting new members___ %
O Financial grants (public or private entities or ONGs __ % O interest from lending services___ %
[ other __ % The association has no capital
] ‘Which of the following long-term assets does the association possess?:
[ Land [ silage machine [ cattle O Trucks
[ tractors [ Lak ] Motorcycle [ Agricultural store
[0 cooling storage tank [ The association does not have long-term assets CIOthers .o
7 Did the association obtain a loan in the past five years (circle yes orno)? ¥ M. 1f yes, from which financial institution?
[ agrarian bank [ other commercial backs [ Lecal, world woman Bank
[ msicrofinance institutions O other [Explaim).— e
8 If yes in question 7, what is the percentage of the [] Less than 10% [ Between 11% to 30%
loan compared to the total assets? [ Between 31% to 50% [] More than 50%
9 If your answer in question 7 is yes, are the interest payments impacting net revenues of the association (circle yes or no)? ¥ M
10 | what percentage of total profits are paid back to the [ & fixed percentage equal to
mermbers of the assocation as a dividend? [J & varying percentage that rages from ___ to___in the last three years
O Zero, the association retains profits for its growth such as buying new assets
11 Does the association provide any financial aid to its ¥ N L = - T SO
mermbers (circle yes or noj?
12 Is a scale from 1 to 5 assess how weak [1) or strong you consider the financial situation? D
Of the association is:

Membership factors

1 How many members were part of the association when it was established? [:‘l
2 How many members does the association currently have? [
3 Does the association have open membership [circle yesornal? ¥ M. If mo, why?
4 Which are the association’s requirements to accept new members (select all that apply):
[ paying membership fee O attending all trainings before formally becoming a member
[ paying all monetary contributions and gains of the current members ] producing a minimum volume of milk
O acceptance and practice of the statutes and association values [ all the above
[ mo requirements to accept new members [mot accepting new members
5 when a decision needs to be made, how is the voting process conductad?
O one member-one vote [ proportional to the patronage [ other (Explain) ............................
] Do you think that accepting new members will improve the general conditions of the association (circle yes or no)? Y N
7- Please indicate your level of agreement on the following statements about Strongly Slighthy Hewtral Slightly Stronghy
accepting new members agres agree disagree dizagree
a Associations can be more efficient by having more members and large operations ] O ] ]
b More bargaining power by having more members which means high volume of [:] I:l [:I I:] D
production
4 More members mean more aquity capital D I:I D D D
8- Please indicate your level of agreement on the following statements about the Strongly Slighthy Newtra Slightly Stronghy
constraints of accepting new members agree agree disagree disagree
A They are not familiar with the quality and hygiene standards [ [ [ ] ]
b | Mew members only look for their personal interest and not for the interestof the | [_] ] [ [ d
association
¢ | market constraints, no space for new members [ I O [ ]
d The members are committed to the association ] [ [ ] ]
Plzase rate the following statements as: Very good Good Fair Poor Viery poor
9 The level of participation of the members in the meeting of associations is: [:] I:l [:I I:] D
10 | The level of participation of the members in different activities that the | ] O ] ]
association organizes, such as events to collect funds, celebration of impartant
dates, participation of sport events etc.
11 | The communication about market conditions, members current and future [l I O [ ]
production etc. between the association and members is
12 | Has any of the members of the association indicate that they will leave the association (circle yes orno)? ¥ M, If yes, what are the
reasons?

2 O
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13 | Do members deliver all their milk to the association (circle yves ormo)? ¥ N If yes, what are the reasons?
O minimized risk Other buyers give higher pricas
[ Limited the volume of milk that members can daliver to the association.

14 | Does the association inform its members about the financial statements regularly [circle yes or na)? Y M

Management and operational factors

1 which is the main aobjective of the association?
Gather and sall raw milk [ zather, refrigerate and sell raw milk
[ cather, transform milk, and sell dairy preducts [ other, (Explain)
2 The responsibilities of the association with its members include [Select all that apply):
[ cenerate jobs ] improve the quality of milk [0 access to inputs [ increase farm profits
O increase productivity O Access to markets [ other {Explain)
3 what kind of support has the association received from the government? (Select all that apply)
[ Training O Financing/monetary [0 supplies and equipmant [ 21l of the zbove
[ mane [ other
4- Please indicate your level of agreement on the following statements about the Strongly Slighthy Neutral Slighthy Stronghy
services that the association offers to its members agree agres disagree | disagree
a Guarantee a dairy market [ ] ] [ ]
b nform members about the guality of their milk D D D [:I [:I
c advizing on best practices of handling milk [quality and hygienz) [ I ] [ ]
d advising on best practices of forage management (fertilizers and pesticides) ] I ] [ |
2 advizing and supporting the treatment of the cattle (veterinarian) [ I ] [ ]
f Advizsing and supporting on farm management I ] ] O ]
E storage of milk in facilities I:I D D [:I [:I
h artificial insemination [ I ] [ [
] Providing prompt and reliable information about accounting/financial activities ] I ] O |
of the association
k Providing credit services I ] ] [ |
[ Providing saving services ] ] ] (IR [
m | Managing programs and economic resources to improve the productivity ofits | [_] ] O [ ]
members
5 which do you consider is the main strength of your association?
[ milk sales volume ] mailk quality
[ size of the association in terms of members L] The commitment of the members to the association
[ the skills and knowledge of the manager and board of the association O other [Explain]
[ what do you consider is the main challenges of your association that keeps the association form expanding?
[ Low production volume [ Low quality of the milk
[ Fewer members [] Access to loans or capital to make investrments
O access to inputs (fertilizers, grass seeds and fungicides) and equipment [ vLabor
COonsumers [ other [Explain) oo
Oladministrative skills and knowledge of the manager.
7 How is the association managed?
[ Full-time Professicnals [ managed by one of the producers O part-time Professionals
L ORI [BRPIRINY e oo eemeem oo ees et e reermee
4 During the last year, what do you consider has been the main factor impacting the dairy sector?
O strikas [0 fluctuation of prices O mport of milk products
‘weather conditions [ other [Explain]
9 Do you consider that federation of associations (association of cooperatives) will help to overcome these challenges [circle yesorna)? ¥ N
fyes, do you consider that a federation of associations is a priority to the sustainability and resilient of the dairy sector in Cumbal? ¥__ N
10- Please indicate your level of agreement about the possible outcomes of a Strongly Slighithy Meutral Slighthy Stronghy
federation of associations: agree agres dizagree dizagres
a Higher Bargaining power I:I D D D D
b rReducing input costs ] I [ ] ]
C Transform raw milk to value-added products |:| D [:] D D
d selling milk products directly to the final consumer [ ] ] ] [
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11 | wWhat do you consider are the main drawbacks to stablish a second level association?
Explaim.
Please |nd||:ate your Ievel nf agreement c-f the fnllmlng statements Stronghy Slightly Newtral Slighthy Strongly
agree agres disagree dizagree
12 | The dairy activity is profitable ] 1 ] | [
13 | The current milk price motivates producers to improve the milk quality and ] | ] I ]
quantity
14 | The price of milk may increasa in the next 5 years ] [ ] | [
15 | The demand of milk may increase in the next 5 years D D D D D
16 | Political factors affiect the performance of the association ] | ] ] ]
17 Economic factors, such as taxes, governmeant programs, trade agreements [the ] I ] | [
U.5. and the E. U.) affect the performance of the association
18 | The members are well informed about the free trade agreements and its | ] I ] I ]
influgnces on the dairy sector
19 | The effects of the trade agreements to the dairy sector will be positive D |:| D |:| D
20 | The imports of milk in the next 2 years may increase ] | I ] ] ]
21 | which from the folloing instimtions is more important for the association for the obtaining of infomation which belps to improve the general
conditions of the sssocizdon? please rate the options in a scale of 1 to 5, where 1 is very important and 5 not imporiant.
- SENA (Mational Training Service) D
- UMATA {Municipal Technical Assistance Units) [
- Cattle unions such as Fedegan and 5AGAN m
- 1CA [Colombian Agricultural Institute) ]
- Ministry of Agricultural Rural Development D
22 | Hasthe COVID-19 pandemic affected the dairy operation of your association [circle yesorno)? ¥ N If yes, what actions have you taken
to approach the challenges? .. - — S .
23 | Does the association have a long-term strategic plan u:|rc|e yesarmol? ¥ N If yes, what are the objectives of the strategic plan?
|Explain].... I
24 | Hasthe association 355|=ned dutles to aII |:|f its members to achlwe its ubjectwes [n:|rcle yesar nc-:I:‘ ¥ M
25 | Do you think that the association has influenced in the modernization and productivity of dairy farmers that are not part of the association?
markyesormo) ¥ M
26 | What do you consider is the main achievement of your association?
[0 sargaining power [0 =eenefits from being part of a community
O reduce milk price variability or uncertainty Increase the price of milk
O nost of the members have increased their pr-::ductwlt',' measure in milk delivered 0 High standards of milk guality
O other (Explain]._..
27 | which do you -:c-nsu:ler 13 the maost urgent necessm,r |:|f your assuxlatlu::n? |Please explain|

Basic information

1 Name of the association:
2 ‘Year the association was established:
3 Location of the association:
a [president [ ] m[]F [ Iprefer no disclose
5 Level of education:
Dsame elementary schoal or less High school diploma or equivalent [ lsome college but no degree
| ] Degree college or equivalent E Graduate degree Dotherlspecif',':l... e
° How many times have you been association president in the past (it could be in another association)? D
7 Does the president of the association change over time [circle yesorna)? ¥ N If yes, how many years did the president serve in
15 there anything else you wish to share/add related to dairy cooperatives_.. et et een e et ettt e et ettt et e s s §

Thank you for your time and patleru:e.
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APPENDIX B. SURVEY IN SPANISH

Encuesta a Asociaciones Lecheras en Cumbal-Marifio, Colombia Interview Mo

1 De 1 a4 califique el siguiente enunciado, donde 1 es totalmenteo de acuerdo, 2 de acuerdo, 3 en descuerdo y 4 es totalmente en desacusrdo.
“Yo considero que mi associadon ha sido un éxito™ D 5i usted considera gue su assocacion ha sido un exito, como mide el exito [por
egjemplo, por numeras de socios, producceion, satisfaccion de los socios, mejores pricios etc? (por favar explique); e

2 Cree que la assocacion parmanecera operando a largo plazo, porejemplo 20 afios? 1 [] w0 [0 sila respussta es no, cual cree que son
las razones de no seguir operande? (Por favor expligue] . e

Factores economicos:

1 éCuantos clientes (empresas procesadoras de leche, I: 2 El mimero de clientes que compran leche en los dltimos afios han:
almacenes de cadena entre otros) actualmente Aumentado Permanecido igual Disminuido
compran leche de la asociacion? n O ]
3 | éEn promedic cuantos litros de leche por dia acopia I:] 4 | Elvolumen de leche acopiado por la Asociacion en los ditimos 3 afos han:
la asociacion? [ Auwmentado ] permanecido igual [ pisminuido
5 LEn promedia, cual es el precio por litro de lache [ Los cambios en el precio del litro de leche en los dltimos tres afos ha sido:
pagado a la asociacion? Muwy importantes  Importantes  Poco importantes  No importantes
7 Recibe la asociacidn benos por calidad 8 5ila pregunta anterior &5 si, ¢cual es el porcentaje que reprasenta le bono
2 higiene de la leche (Margque si or no)? s [0 wo en &l precio total de un litro de leche?
(O menos del 5% [ Entra 5 % y 10%
[ entre 10% y 15% O Entre 15% y 20%
[l entre 20% y 25% [ naas del 25%
9 | éAcuales compaiias procesadoras l3cteas vende la leche la [ &lpina [ alqueria L] rarmalat [ colanta []Nastle
asociacion? [Seleccione mas de una respuestal: [l Ninguna Ootrajedl?
10 | éiCon que frecuencia la asociacion paga a sus socios? [1semanal [ ]Quincenal [ Mensual [ O0r0..o
11 | iHa implementado la ascciacion algun proceso de 51 NO | 5ilarespuesta es si, i qué productos produce?
transformacion de leche? {margue si o no)
12 | iRecibe la asociacion leche de productores que no hacen 51 NO | Larespuesta es no, éoudl esla razdn? .

parte de la asociacién? [Marque si o no) et et sentir s et et et e e s .
13 | gvende la Asociacion otros productos o servicios apartede | 51 NO | 5ila respuasta es si, (aproximadamente cudl es la participacicn (%) de

leche [Margque si o no)? 51 la respuesta es s, écudles son los las ventas de estos productos o servicios en el total de ingresos,
productos o servicios?: de la asociacidn?
14 | ivende la asociacion suministros [fertilizantes, abonos, 51 NO | Silarespuesta es si, iQue productos vende? ...

medicinas equipos etc) 3 sus asociados? (marque si o noj
Por favor indique que tan de acuerdo esta con los siguientes
enunciados

15 | Los asociados que veden su leche a través de la Asociacion
reciben un mejor pracio

16 | La asociacion influye en el volumen de leche que los
asociados entregan

17 | La asociacion influye en el volumen de leche que compran
sus clientes (procesadoras de leche)

18 | La asociacion influye en el precio de mercado de la leche

Meniral Lizeramente en Totalmente en
desacnerdo desacnerdo

(] ]

OoQgo
O O O
O O o

Factores financieros

1 éCual de los siguientes rangos (en millones de pesos) |7 Menos de 10 millones de pesos [ Entre 10y 15 millones de pasos
Describe mejor las ventas de leche de la asociacion [] Entre 15y 20 millones de pesos [0 Entre 20y 25 millones de pesos
por mes? [ Entre 25 y 30 millones de pesos [ Entre 30y 35 millones de pesos
] Entre 35 y 40 millones de pesos [0 mas de 40 millones de pesos
2 éCudl es la participacion (%) de impuestos en el total |[7] Menos del 5% [0 Entre 5%y 10%
de ingresos de la asociacidn? 7] Entre 10% y 15% [] Entre 15% y 20%
] Mas del 20%
3 £Ha reportado la asociacion perdidas en los dltimos tres afios? (margue siono)? 51 ] N0 [ 5ila respuesta es s, cen qué ano/s? ...
4 fEspera que la asociacion reporte ganancias o pérdidas en 20207 iOué espera para el 20217
1
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5 De los siguientas métodos usados para adquirir capital, por favor indique la participacion en porcentaje de cada método en los activos totales
de |a asociacion:

[ cuotas anuales o pericdicas de los asociados % [ cuotas de nuevos asociados %
O Ayudas aconomicas (entidades privadas, publicas, o OMGs) _ % O interés por préstamos de dinero a asociados %
O otros % [ La asociacién no posee capital
6 £Cual de los siguientes activos a largo plazo poses |a asociacidn?:
[ Terrencs [ maquina de ensilado [] Ganada [] camidn/es
O Tractor/es [ viaboratorie [ Motocicleta/es [] almacén Agricola
[ Tanque enfriador [] La asociacion no posea activos L] Otres e
7 £Ha tenido la asociacion prestamos con bances en los dltimos 5 afios? [marque si o no) SI NO  Sila respuesta es si, ¢diga con que bancos?
[ Banco agrario [ eanco Mundo Mujer [ tros bancos comerciales
[ instituciones de microcrédito [0 otro, écudl? .
8 Si la respuesta en pregunta 7 es si, écudl es el [ menos dal 10% [ Entre el 11% y 30%
porcentaje del crédito comparado con el total de los O entre el 313 ¥ 50% [0 Masdel 50%

actives de la asociacion?

9 5i la respuesta en |a pregunta 7 es si, itienen los intereses algin impacto en los ingresos de la asociacion? (marquesiono) SIT] NO [

10 | ¢0ue porcentaje de las ganancias de |a asociacion se Cun porcentaje fijo igual a:

paga como dividendos a los asociados? Oun porcentaje variable quevadesde _ a
] Cero, |a Asociacion retiene ganancias para compra de nuevos activos
11 | ¢Provee la asociacidn algun tipo de ayuda financiara sId NDD 5ila respuesta es si, cque tiepo de a','uda'r‘
3 sus asociados? [margque si o noj - . eees
12 | Enwuna escale de 1 a 5, donde 1 es mala v 5 es excelente, écomo :-::nsu:lera usted que se D

encuentra la situacidn financiera de la asociacion?

Factores del asociado

1 iCon cudntos asociados inicid |la asociacion?

2 éactualmente cuantos socios hacen parte de la asociacion?

3 iPermite la asociacion el ingraso de nuevos |ntegmntes? [margue siono) S1] MO 5ila respuesta es no, épor qué? ...

4 ¢Cuales 50N Ios reqmsnns |:Ie Ia asociacion para aceptar MUEVDE sucms" [selec:u:lne mas de una res puesta]

[ Pago de una cucta [ Producir un volumen minimo de leche
[ atender a todas las reuniones requeridas antes da ser aceptada [ aceptar y practicar los estatutos y valores de la Asociacion
O Pagar todas las contribuciones y ganancias gue poseen los sodios activas [ Todas las antericras
] Ningun requerimiento para aceptar NUEVOSs S0CI0S [ no acepta nuevos asociados
5 icuando una decisién necesita ser tomada dentro de la asociacion, cdmo es el proceso de votacion?
Oun asociado, un voto O proporcional al volumen de leche entregado por los socios O otro, éeudl? oo
6 Cree que admitir nuevos asociados mejorara en general las condiciones de la asociacion? (margue si o no) s1 0 no [
7- Por faver indique que tan de acuerdo esta con los siguientes enunciados Totalmente | ligeramente | Mewtral | Ligeramente | Tetalmente =n
acerca de los benéficos de admitir nuevos aseciados de acuerde | de acuende en desacuerdo | cesacuendo

]

a La asociacion puede ser mas eficiente cuando se tiene mas asociados ¥

mayor volumen de produccion

[

0o
OO 0

b Mas socios significa mayor poder de negociacion (mejores precios y

0 O

d

condiciones de venta)
c Mas socios significa mayor wolumen de capital

8- Por faver indique que tan de acuerdo esta con los siguientes enunciados Totalmente | Tiperament | Meut Ligeramente | Totalmernte en
acerca los desafios de admitir nuevos asociados ce acuerce | g de acurdo en desacuardo desacuerda

O

a pificultades de nuevos socios para cumplir con los estandares de calidad
& higiene requeridos por la asociacion

]

b Muevos socios buscan su propio interss y no el interés de todos

C Restricciones del mercado, no hay espacio para NUevos soCios [

aodd o
aod o

d Poco compromiso de los nuevos miembros hacia la Asociacion

Por favor califique los siguientes enunciados: Eucelente Muy buena Regular Muy mala

9 El nivel de participacion de los asociados en las reunicnes de la [

asoCiacion es:

10 | El nivel de participacion de los asociados en las diferentes actividades ]
|eventos para recolectar fondos, celebracion de fachas importantes,
eventos deportivos etc.) que se organizan en la asociacion son:

0 O 00

O 0O OrC00 O
O 0O 04 |ggd
O 000

11 | La comunicacion entre la asociacion y asociados respecte temas come
condiciones del mercado, produccion actual y futura de leche es:
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12 | éHa mencienado alguno de los asociados que va a dejar la asociacien? (margue si o no) 51 [] NO,[] 5ila respuesta es si, écual fue la razon/s?
|Explicar) . R

13 | iEntregan Iu::s asuxladc-s tuda Ia Ieche a Ia asu::l:lacmn? (margue is o nu::j" SI|:| NCID i la respuesta es no, scudl puede serla razon?
|seleccione las que apliguen)
] minimizar riesgo de depender da un solo comprador [asociacion) Otras compradores ofrecen mejores precios
[ La asociacion limita &l volumen de leche que |os socios pueden entregar. otra, écual?

14 | éInforma la asociacion con regularidad a sus asociados acerca de los estades financieros? (margue si o no) s ND []

Factores operativos y de gestion

1 sCual es el principal objetivo de la asociacion? [seleccions una sola respuesta)

O Acopiar y vender leche cruda [ acopiar, enfriar y vender leche cruda
O Acopiar, transformar y vender derivados lacteos [ otro, écudl?
2 La responsabilidad de la asociacion hacia sus socios incluye (seleccione mas de una respuestajl
[ L3 generacidn de emplag O mejorar la calidad de 1a leche [ &l acceso a suministros [ &l aumento de ganancias
O el aumento dela productividad [ el acceso a mercados [0 otro, seudl? oo
3 #0ué tipo de apoyo ha recibido la Asociacion de parte del gobierno? [Seleccione mas de una respuesta)
[ capacitaciones [ apoye financiero O apoyo coninsumos y equipos [ Todos los anteriores
[ ninguno I T
4- por favor indique gue tan de acuerdo esta respecto a los siguientes Totalmente | Ligeramerte | Neutra Ligeramente | Totzimente en
enunciados acerca de los servicios que la asociacion ofrece a sus asociados de acuerde de scuerds en dasacnardo desacusrde

a Garantiza un mercado para la leche

b nforma a los socios de |a calidad de su leche

c Capacita a sus socios en las buenas practicas del manejo de la leche
(calidad & higieng)

Capacita a sus socios en el manejo de forrajes

Capacita y apoya en el tratamiento veterinario del ganado

Capacita y apoya en como administrar la finca

Almacenamiento de la leche en instalaciones adecuadas

|| | m | &

Provee servicios de inseminacicn artificial para el ganado

nforma de actividades financieras de manera oportuna y creible

k Proporciona servicios de crédito

L Proporciona servicios de ahorro

Ooo (goooo ggo
ago ({goood gdo
LoD (cooon oo
Ooo (Ooooo oo
aoo ({goood gdo

M Gestiona programas y  recursos  financieros para  mejorar la
productividad de los socios

5 #Cuil considara que es la principal fortaleza de |a asociacion? (seleccione una sola raspuesta)

[ volurmen en ventas de leche O calidad de laleche

U Tamafio de |a asociacién en términos de nimero de socios [ &l compromise da los socios hacia la asociacion
La experiencia y habilidades en gerencia del presidents y junta directiva O otre, feual?

[ sCual considera que es la principal debilidad de la asociacion? (Seleccions una sola respuesta)

[ Bajo volumen de produccien de leche de sus socios [ ezja calidad de la leche

O Bajo numero de asociados [0 acceso a presamos o capitales para inversiones
Acceso a insumos (abonos, semillas y fungicidas) y equipos [0 Mano de obra

O pocos dlientes [pocos compradores y muchos vendedores) [0 Otro, EEUaI e e

[ Las habilidades v experiencia en temas administrativos del presidente y junta directiva

7 sCcomo es administrada la asociacion? |Seleccions una sola respuesta)
[ Por un profesional tiempo completo [0 Por un profesional medio tiempo [ por un asociado

O Otra, fcudl? ..

B iDwrante el ultlmc- afio [2!119 2020) que Fact:lr :ansldera ha sldu el que mas ha afertado el sactor Ie:heru:: &n geneml'-‘ [selec:mne una sola

respussta)
O man ifestaciones/paros [ variaciones de Precio O importaciones de productos [acteos
condiciones climaticas [sequias/inundaciones) [ otro, scual?
9 iConsidera que una asociacion de segundo nivel, la cual agrupa la mayer parta de las asociaciones de Cumbal, ayudara a superar los desafios

que enfrenta el sector lacteo del municipio de Cumbal? (marque siono) 51 ] MO []5ila respuesta es si. sConsidera que |a asociacion de
segundo nivel es una prioridad para asegurar la sostenibilidad v adaptabilidad del sector l3cten del municipio de cumbal? 51 ] no [

10- Indique que tan de acuerdo esta, respecto a los siguientes enunciados Totalmente | Ligeramerte | Neutra Liperamente | Totzslmente en
acerca de la puesta en marcha de una asociacidn de segundo nivel deacuerdo | de acverdo en desacuerdo |  desacuerdo
a Mayor poder de negociacidn |:| D D D [:I
b Reduccion de costos para la adquisicion de insumos | I ] ] ||

3
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[ Transformacion de leche en diferentes productos lacteos D |:| |:| |:|

O

d venta de productos [acteos directamente al consumider final ] [ ] [

11 | #Cual considera que es el principal inconveniente para el funcionamiento de la asociacion de segundo nival? (Explique).— oo

Por favor indique que tan de acuerdo esta respecto a los siguientes | Totalmente | Ligeramente | MNeuwtral | Ligeramente Totzimente en
enunciados de acusrdo | de acuerdo en desacuerdo | desscuerdo

12 | La actividad |actea es rentable

13 El precio actual que se recibe por litro de leche motiva a que s2 aumente
la produccicn y calidad

14 | El precio de la leche aumentara en los proximos cinco afos

15 | La demanda de leche aumentara en los proximos cinco afios

16 | Factores politicos afectan el desempefio de la asociacicn

17 | Factores econdmicos tales como impuestos, programas del gobierno
(créditos, subsidios), tratados de libre comercio (Estados Unidos y la
Union Europea) afectan el desampeiio de la asociacion

18 | Todos los socios estan bien informados acerca de los tratados de libre
comercio y sus efectos en el sector lacteo

0 O good oo
O O 0Odod ad
0 O good gd
O O Odoc ad

19 | Los efectos de los tratados de libre comercio seran negativos para el
sector lacteo colombiano

O 00 0Odad ad

0]
»
O
By

20 | Las importaciones de productos lacteos en los proximes cinco anos
aumentaran

21 | iCual de las siguientes instituciones es mas importante para la asociacién en relacion a la obtencign de informacidn la cuzl ayuda a mejorar las
condiciones generales de la asociacion? Por favor califigue las opciones enuna escala de 1 3 5, donde 1 85 muy importante y 5 no esimportante:
- SENA (Servicko Macional de Aprendizaje)

- UMATA (Unidad Municipal de Asistencia Técnica Agropecuaria)

- Gremios ganaderos como Fedegan y SAGAN

- ICA [Instituto Colombiano de Agricultura) [

- Ministerio de Agricultura y Desarrollo Rural [j

22 | iHa afectado La pandemia del COVID-19 &l normal desemnpeiio de |3 asociacion? (margque si o no) SI[] NO[] 5i la respuasta es si, {que accionas
se han tomado para abordar 25tos Jesafios? [EXPIICAL] ... e eee et cercet et ass e s s e et es s 55 s et et ee et stm e e e srn

23 | (Tiene la Asociacion un plan estratégico a largo plazo? (marque si o no) SIC) NO[C] 5i la respuesta es si, ccuales son los objetivos del plan
BEUAEEICO? oo

24 | ise han asignade tareas a todos asociades para lograr los objetivos planteados? (marquesiono) st ] wo [

25 | iCree que |a asociacion ha incidido en |a modernizacicn y productividad de ganaderos que no hacen parte de |3 asociacion?  S1[] NO [

26 | ¢Cual considera que es el principal logro de la Asociacion? [marque wna sola opcidn)

[ Poder de negociacion [ ser parte de una comunidad

[ reducir la variabilidad e incertidumbre en &l precio de la leche ] Aumento en el precio de la leche

O 12 mayoria de los socios han aumentado |a productividad, medido en litros entregados  [laumento de los estandares de calidad e higiens
otro, fowal?

27 | éCual cree que es la necesidads mas urgente de 138 BS0CEATIINT . . ettt e et ettt ees ettt et et e e 4t et et

Informacidn basica

1 Nombre de la asociacion:
2 | afoenque la Asociacion fue creada:
3 Dpireccidn de |a Asociacion:
4 [ presidente [_m [_JF [] prefiero no divulgar
5 iCual es el nivel de educacion del presidente?
O primaria incompleta [ Bachillerato incomplato [ universidad incompleta
[0 erimaria completa [] eachillerato complete [ Universidad completa
[ Estudio técnico [[] Maestria o supericras [ otro, deual? e
& iCuantas veces usted se ha desempefiado coma presidents de |la asociacion [puede ser en otras asociaciones o cooperativas)? L]
7 ¢Cambia con el tiempo la posicidn de presidente en la asociacién? (marque sio no)  SI[] MO [ 5ila respuesta es si, icada qué pericdo
cambia |3 PresidemTiE? . ...

Hay algo mas que usted quiera compartir o agregar relacionado con las asociacionas IECREras .. e e e ©
Muchas gracias por su tiempeo y paciencia.
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APPENDIX C. ADDITIONAL SURVEY RESPONSES

1. The liters of milk that the association produced in the past five years has:

70.00%
60.00% 57.5%
0 50.00%
0,
g 40.00% 37.5%
@
O 30.00%
()
Q. 20.00%
10.00% 5%
[ ]
0.00%
Increased Remain the same Decreased

Change in production

Figure C- 1. Change in collection volume during the last three years (n=40)

2. The volatilty of the price of milk in the past five years has been:

45.00% 42.50%
40.00% 32.50%
35.00%
(]
% 30.00%
£ 25.00%
8 20.00% 17.50%
S
S_) 15.00%
10.00%
5.00% 2.50%
0.00% I
Very important Important Moderate Slightly important  Not important

Effect variability in price

Figure C- 2. Impact of the changes in the price of milk during the past five years (n=40)
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3. What milk processing company does the association sells milk to:

59.5%
50

40

30
21.4% 16.7%

10 2.4%
m °
0

Alpina Alqueria Parmalat Colanta Nestle Other

Percentage of market share of dairy
processor companies

Processor companies

Figure C- 3. Percentage of Milk purchased by Dairy processing companies (n=42)

4. Which of the following long-term assets does the association possess?

100.0% 90.5% 97.6% 905y 97:6% 100.0% 97.6%
76.2% o
80.0% E91% 73.8%
(]
57.1%
& 60.0% °
S 42.9%
(&)
2 40.0% .09
o " 23.8% 310 26.2%
20.0% I 5% 9.5% I
2.4% 2.4% 2.4%
0.0% — - — —
3 N N e N 4 e (2 <
Q o ) N N e
¢ E Y &
o‘§\° o @6@ ¥
¢ ‘_}\,go
Type of assets owned by the associations mYes ©No

Figure C- 4. Assets owned by dairy associations (n=42)
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5. What are the association’s requirements to accept new members (select all that
apply):

100.0% 97.6%

88.1%
85.7% b g3.3%
80.0% 71.4%
64.3%
60.0% 57.1%
. (]
42.9%
35.7%
40.09
0.0% 28.6%
0,
20.0% 14.3% 11.9% 16.7%
2.4%
0.0%
No

Membership Participation Paying Pre  Min Volume  Acept the All below
fee Contributions statutes requirements

Percentage

. EYes ENO
Types of requirements

Figure C-5. Requirements to accept new members (n=42)
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6. Please indicate your level of agreement on the following statements about the services that the association offers
to its members

o Strongly Disagree

mDisagree mNeutral mAgree @Strongly Agree

X °
3 5 3 %
on o
0 0 o
S
o] X
5 <% N X Q 5
g ED OSD ow g \o O\Ov
[ (90 o\°o\m \oo\m o™ o\o ,o\ (o))
o (=) o\o o\o ‘_'q- o\o 8\# NO\ON o\o oN
oS S o o < < A ~in S
R= X x " R R R R xR N B
N i i I NN S s
slN " | - [ | [1 mEm m [ | [ [ | — | B - [ | - iiN
Guarantee a Inform about Good milk Forage Veterinary Management Milk storage Artificial Improve
market milk quality handling management services of the farm facilities insemination productivity
of members
Services
Figure C-6. Dairy associations services offered to members
7. Please indicate your level of agreement on the following statements:
QStroneg Disagree MW Disagree H Neutral B Agree M Strongly Agree "
o
~ X S 3
&N N
5 i in
8 X
< o I (=] o
R R R
8 & R O L& R &
) © — . ~N o « 3 —
o X R S ! X = X
"= . - =nl “mnl
- [ . — -
Better price Volume delivery by members Volume demanded by buyers Market price

Aspects of the market

Figure C-7. Respondent perceptions of the influence of dairy associations in the market
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8. Please indicate your level of agreement on the following statements about accepting new members

m Strongly Disagree mDisagree mNeutral m Agree ® Strongly Agree

g ~
© X
=)
% Ln
-~ C>\o
S X
@ < X o 8 X
o X N 8 % O xR
. o o L - o —
(@
- m N f mHl
More efficiency and higher volume Higher bargaining power Rise capital

Outcomes of accept new members

Figure C-8. Respondent positive perceptions about accepting new members

9. Please indicate your level of agreement on the following statements about the constraints of accepting new members

m Strongly Disagree mDisagree ®Neutral ®m Agree mStrongly Agree

X
n
Ln X
o™
o o\o X <
[@)] — °\° \o m o\o c\o
S on (e} %l‘ 32 ™~ N~ \© NS
< N o oCD o X N o~ gh 8\
8 X S N8 X in - X X
: : : § I . I . I . I .
(@]
Eon - B AN O u
Meet quality and hygiene Self-interest Volume constraints Low commitment
standards

Challenges of accepting new members

Figure C-9. Respondent challenge perceptions about accepting new members
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10.Please rate the following statements as:
m Strongly Disagree m Disagree mNeutral m Agree m Strongly Agree

§
(=]
< ) S
() o o o (=] — o
X X ° X ° ™M
o) X X
g NN = N o o
3 N e ¥ - s o
S S S o =
: . = B B
Association meetings Other activities Communication, members and the

R . . i board
Activities within the dairy associations

Figure C-10. Respondent perceptions about member’s engagement

11.Please indicate your level of agreement about the possible outcomes of a federation of associations:

m Strongly Disagree  mDisagree mNeutral mAgree mStrongly Agree

N
1) X
X © )
3 n
(<]
g B
8 <
c o (=]
Q X R
g < X ]S S 2 S
§ : I % I I § S O\L; : I
2 : : 2
Higher bargaining power Reduction of input costs Producing value-added Selling to the final
products consumers

Possible outcomes of the establishment of a federation

Figure C-11. Respondent perceptions about the implementation of a federation of associations
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12. Which do you consider is the main strength of your association?

50.00%

0,
45.00% 42.86%
o 40:00% 33.33%
2 35.00%
2 30.00%
8 25.00%
5 20.00%
0. 15.00% 9
10.00% 9.52% 7.14% 7.14%
5.00% - ] ]
0.00%
Volume of sales Milk quality Number of Skills and commitment of
members knowledge of the members
manager and
board

Strengths of the dairy associations

Figure C-12. Percentage of the strength of the dairy associations (n=42)

13. What do you consider is the main challenges of your association that keeps the
association from expanding?

35.00%  30.95%

30.00%
% 25.00%
8 19.06%
= 20.00% 16.67%
8 14.29%
= 15.00%
(O]
2 10.00% 7.14%
4.76% 4.76%
5.00% . 2.38% . .
0.00% -
Low volume Number of Accessto  Few buyers  Skills and quality of  Access to Other
members inputs knowledge of milk loans or
the manager capital

and board

Challenges of the dairy associations

Figure C-13. Percentage of the challenges of the dairy associations (n=42)
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14.During the last year, what do you consider has been the main factor impacting the
dairy sector?

60.00% 56.10%
50.00%
0}
% 40.00%
€
8 30.00%
@
T 50.00% 17.07%
0,
12.20% 9.76%
10.00% . . 4.88%
0.00% ]
Strikes Weather Price variation  Imports of milk Others
conditions
Drawbacks

Figure C-14. Percentage of the factors that have affected the dairy sector (n=41)

15.What do you consider is the main achievement of your association?

40.00%
35%
35.00%
30.00%
) 25%
2 25.00%
£ 20%
o 20.00%
& 15.00%
10.00% 7.50% 7.50%
5.00% . 2.50% l 2.5%
0.00% = =
More Benefits of Reduce milk Increase milk Increase of High Other
bargaining being part of price price members standards of
power  acommunity variability productivity quality

Achievements

Figure C-15. The most important achievement of the dairy association
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16.Please indicate your perception of factors that affect dairy activity

O Strongly Disagree  m Disagree ®m Neutral = Agree @Strongly Agree

X
o °
X \© %
i o O
o n X
< x °o o
c O\° =) 89 N <
el on ° N O X ™ o NS
& %_ a N N [ X h ~
X ¥ e X R o X X ¢ 9 ® -
=N —m 0N oom L — . Ll S i - B AN
Profitability Price motivates to Price will rise in Demand will rise Negative effects Imports will rise
raise quality and the next 5 years in the next 5 of FTAs in the next 5
volume years years

Matters that Affect the Dairy Activity
Figure C-16. Respondent perceptions about the dairy activity in general

17.0btaining of information from the institutions improve the general conditions of the association Please rate the options
in a scale of 1 to 5, where 1 is very important and 5 not important.

mVery important mImportant  mSlightly important ~ m Not important Not important at all
100% T 100, Qo 5%
10% C
S
c
[}
S 40%
[
a
20%
0%
National Training Service  Municipal Technical Cattle Unions Colombian Agricultural Ministry of Agriculture
Assistance Units Institute

Figure C-17. Institutional Information that improves the general conditions of the dairy association (n=41)
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18) Year the association was established:
80.00%
70.00%
60.00%
50.00%

40.00%

Percentage

30.00%
20.00%
10.00% -
0.00% L 476% |
25 Years <10 Years <15 Years

Years in business

Figure C-18. Percentage distribution of the age of dairy associations of the
municipality of Cumbal (n=42)

19) Level of education of the president of the dairy associations in Cumbal.
30%

% %

25%

20%

)

o))

s 14.3% 14.3%
GC) 15%

o

&

10% 7.1%
4.8%
0.0% 0.0%

0% .
Incomplete Complete Incomplete Complete Technical Incomplete Complete  Master Other
elementary elementary high school high school studies college college  degree or

school school above

Presidents' level of education

Figure C-19. Level of education of the presidents of the dairy associations of the
municipality of Cumbal (n=42)
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