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CHAPTER I.

INTRODUCTION:

Directors of rural cooperatives face diverse demands. They must

[l

e
Airoert thoe rcnonerative accorAd ng to the nroviginng outlined 1 the
,,,,,, the cooperartive aCccOorYcing to Thne Droviciones outainec 1

cooperative's articles of incorporation and bylaws. They must control
the current operation of the cooperative and set future policy goals.

As representatives elected by members, they must communicate with their
member-constituency and with management. They must also communicate
with external audiences that may hold different values. Board responsi-
bilities are diverse and board decisions affect the cooperative in the
short and the long term.

Despite the amount of responsibility delegated to cooperative

directorg, little ig known zhout the extent to which they anticipate

change or about the special challenges to board decision making in

uncertain contexts. The lack of information about boards stems, in
part, from the " . . . mystique of the inner sanctums of the corporate
enterprise' (Garoyan and Mohn, 1976:1). The task is complicated by the
wide latitude that boards have in form ancé function. Boards vary in
structure, compositiocn, behavicr and size and indivi

> P
vicuaa

different objectives, economic orientations and values (Garoyvan and

This research was undertzken in order to fulfill the requirements
of a graduate internship in appliied sociology. The gpplied goal was to

Cooperation, & state cooperative cooxdinating councii. The IZxecutive
Directeor hoped that information might also be gained *that would help
~The ZIowz State Un e of Human Subjects

in Research reviewed t t the rights and
welfare of the ctecC., that risks were
outweighed by ti ziue of the knowledge

- =~ L= - - =" feel
sought, that confid ¢ that informed
COn3EnT wad Sohtaind




directors cope with constant change. Thus, on a general level, the
research problem was to provide descriptive information about coopera-
tive directors and to suggest procedures, based on this research, by

which beards of directors might cope with ongoing change.

Anoiner goaL Of tne in
and propositions to the research problem. In sociological terms, the
problem was to determine directors' perceptions of and strategies for
coping with an uncertain and rapidly changing environment. An overriding
concern is the extent to which a grass roots organizatior such as a
cooperative, a locally owned and managed institution, is able to thrive,

i
or even survive, in this day and age. he scciclegical o be

t

addressed is: How can organizations such as coo atives have autonomy
and make quality decisions in a world made uncertain for them by extra-

iocal forces?
Applied Relevance

All stages of the research project were designed to fulfill the
applied objective of providing information to the sponsor of the intern-
ship. Yet, within this constraint, sociological concepts, methods and
theories were to be utilized. While these two cbjectives are not mutu-

ally exclusive, the applied objective did tzke precedence.

- =Ly LT

selected on the basis of what they might contribute to the research prob-

lem. The £irst, the decision making perspective, is perhaps the most
common approach to studying boards of directors. The second, the
resource dependence approach——-& varietion of exchange thecry--has teen
employed in the last decade with some success. The third approach,
pepulation ecoleogy, has not been used to studv beards of directors but

does show promise as an approach to the study of groups of organizations
1.1



Each of these perspectives and the research reported here may con-
tribute to a '"theory of cooperatives for the 1980s'--a need delineated
by a task force evaluating the cooperatives' program of the Economics,
Statistics and Cooperatives Service (Edick et al., 1980). This evalua-
tion group consists largely ol nonacademic proiessionais employed 0¥
cooperatives or ancilliary organizations. That such a group would advo-
cate the development of such a theory is evidence that the gap between
theory and its application will not only be bridged but that the bridge
will also benefit both the sociologist and the practitioner. Thus, while
there may be some rift between theory and data in the present research,
the conclusions and impiications drawn and the suggestions offered for
future research are offered in the spirit of an ongoing dialogue between
the theoretical and practical aspects cf research on cooperatives and

their boards of directors.
Dissertation Overview

The purpose of this research is to contribute theoretical and

empirical information about boards of directors. A natural selection

The ponuiation ecologv approach is assumed to be more

subsume the resource dependence and decision making perspectives. Ways

select what is best from each perspective.

Key theoretical concepts are then presented: (1) environmental

uncertainty and its components—-perception, environment and uncertainty;

-

(2) boundaryv spanning activities, especially organizational linkeages;

AN P I . -~ 72N = E A~ o~ g
] {racatxro anc - Srganizaclen Icrmm anc jaba
b) \TJ o



In the third chapter, the study background is reviewed, the method-
ological procedures are discussed and the theoretical concepts are
operationalized. Empirical data about the directors of two types of
rural cooperatives are presented in the fourth chapter. These data were
obtained from a survey of the directors and managers oI 117 lowa coopera-
tives. The data are used to test several propositions concerning the
relationship between two measures of envirommental uncertainty and (1)
individual and organizational linkages, (2) competition, (3) traditional-
ism and (4) organizational type and structure. Next, organizational level
data are used to examine correlates of organizational level linkages.
Additional concepts used include age of cooperative and tenure of the
cooperatives’ managers.

The implications of the study are discussed in the final chapter.
Ways in which an ecological approach might strengthen a cross—-sectional
study such as this are delineated. Specific suggestions for future

research on boards of directors are set forth including a model into

fu
Fi

which the results of this and future stu

es might be incorpcorated.
These suzgestions are viewed as a means of developing a ''theory of

o]
cooperatives" for the 1980s as proposed by Edick et al. (1980). Such
a theory would undoubtedly need to be comprehensive and to incorporate,

where possible, research which has come before it.



CHAPTER 1II.
LITERATURE REVIEW

Competing theoretical perspectives differ in the credit given indi-

vidual decisions and deliiberate organizaiional SLrategies ini infiuenci

organizational change. Three perspectives of organizational change are
examined in this review: population ecology, resource dependence and
rational decision making. Advocates of each perspective emphasize
different units of analysis, time frames and sources of variation.

These differences are not easy to reconcile. Debate continues

because of (Karpik, 1978:1,2):
. . . the zbsence of any manifestly superior interpretive model,
the particular difficulties of empirical study, and the even
match of contending forces within the scientific community.

However, theoretical diversity is an asset—-evidence of science at work
(Karpik, 1978:1,2). One must determine under what conditions each per-

spective has the greatest explanatory power. As pointed out by Hage
(1978:138,9):

t does nor pay to spend much time arguing for one or an
intellectual perspective--for example, is structural-£:
ism worse than conflict theorv--but instead to use boti
tives in attempting to analyze some problem. L
question is not whether organizational sociology qua science or
gua hist TV is better but wheth inaticn 1

p=}

-
hax & the most ntelleqctnizat

}_.

T W -~ -— P ja ol - T2 3 T - ~
In the present study. three perspectives are appliied. It is assumecd

that all three may be subsumed under a more generai model.

A General Mocel

— . . B, .
The three perspectives may be viewed as variants oI z general model
in which 2 process of natural celaction triggers organizarional change
At 105G N7_ A1 s . e e s . .
{Aldrich, 1979:27-21). This medel offers a way of integrating research
-
¥

from various theoretical traditions and forces the investigator to deal
vive or fail, and rise to prominence or sink into obscurity (Aldrich,

1979:xii). According tec Campbell {1Y5vy:73), organizations evoive in

ii



the direction of better fit with the environment in three stages:
1. The occurrence of variations, planned or unplanned.

2. The selection of some variations over others, whether selective
elimination, propagation or retention.

o “-® . P =t
cu PRUIVENNVES

3. The recen Lively scirecied variations wnereLy Lhney
are prese ed or reproduced.

b pPoOSiti
erved, duplicat
Natural selection is & general model which is used to explain the process
of change in 211 living systems. While typically applied to biclogi

evclution, its relevance to organizations has recently become mocre widely

3 +-
appreciated.
T < b 1 3 N - s .n - =
This general mocdel is being utilized because many guesticns of

that takes account ''mot only the internal structure of organizations but
also the forces in their environments that set limits to organizational
discretion" (Aldrich, 1979:1). This model is thus compatible with the
research problem of determining whether local cooperatives can maintain
organizational autonomy and whether their directors can make gquality
decisicns in an environment made vuncertain for them by extra-local
forces.

The occurrence of variations--the raw material of natural selec~
tion~-is the first stage in the natural selection process. The greater

zations, the greater the chance for a close fit with the environment

modes of behavior bv innovating organizati

of new organizations, may introduc

o
<
o
i
40
o
ct
e

mary sources of variation among rural coope

tion and the creation of new organizations

consolidation., Variations need not be conscicus;

variatipng 2lgo contribute o proanizztinnasl chanoo fA1A~3 ~rlh 2nA PEfoffor .
___________________________________ cCnange (ALCTICN &nNd rrelsel
5
1976:87)
Towm e AT b memm mmvsembe m mvAm A Eav Aemvrs et mT mAa T AameT A A AT
LW (S YT L TS S Ui W 9% alla D fo = _LJLCDC‘-‘L. - CTla Vv b wilinQii G P S il WH WS O S [ L e



rate of cooperatives is well documented (Schaars, 1971:84; Knapp, 1973).
Although envirommental selection usually refers to the selective survival
or elimination of complete organizations, in the case of cultural evolu-
tion it also applies to parts of organizations (Campbell, 1969:74;
Aldrich, 1979:44). ‘'he utility of the pure natural selection model for
organizations is limited, but less complete forms of selection may exist
fer all organizationms.

Retention of organizational form depends on the transmission of
knowledge or structure across generations, often via the material cul-
ture. The preservation of organizational form may be achieved in
several ways (Aldrich and Pfeffer, 1976:96). For example, in a bureau-

cracy, documents and files provide a material record of past practices.

|8

Specialization and standardization of duties limit the discretiom of

office holders and protect organizations against raundom variations from
policy. Centralized authority, a2 stzble selection and promotion system,
role socialization and ideology also preserve organizational form and

antor 11 Taeral 1 re generally not ekl ki -
acter. Small, local cooperatives are generally nct highly bureau

H

cratized nor especially complex in their structure. Rentention of form
in these organizations results largely from the centralized authority of
the manager and the traditional ideology to which members adhere.

External retention mechanisms include the environmental demands that

nvﬁ (71 “—a il lx' aenltorntard +hno c+yririntii»n n-—-\'\o*w ‘-wx'o ™¥socaonroa wami—so‘*cr MNYrAC -

———————————— ——— - 4 At Sl - s T - = = 2> TTTEETETE e e LT =
sures and political pressures {Aldrich and Pfeffer, 1576:98). Such a
mechanism may promote or inhibit organizational adaptation.

A1 1 79 3 -1 s 1 - 20T+ w1
Aldrich (197 applies the natural selection model tc three ser-
P e e T T . A TP T T s T S U A o draamm e T ~~ T m A
OEJCMLJ.VCO- LiTauv.a 15 LIU:JU SHL oS I S S C\.,V_LUS‘V D AL ~ :JULC G vuilaL DT LT T

basis for a multi-perspective approach to boards of directors of cooper-

atives in uncertain environments. Before specificaliy examining the



points of contrast and the way in which each part relates to the general

model, each perspective will be briefly reviewed.

The Population Ecology Perspective

The population ecology perspective advances a strong argument for
the primacyv of the environment as a determinant of organizational struc-
ture. According to this perspective, environments select those organi-
zational forms and activities that best fit environmental characteris-
tics. Organizations with structures that fit enviroamental requirements
are more likely to survive.

Ecology tvpically views communities as functional organizations of
populations in the process of achieving and maintaining adaptation to an
environment. More recently, ecclogy has been used to explain the form

that organizations assume in response to varying demographic, technolog-

ical and environmental pressures (Hannon and Freeman, 1977).

The ecological model emphasizes the external control of organiza-

tions. In this model {Aldrich and Pfeffer, 1576:102), the "role of
decision making and choice is downplayed and the p0351b111ty that people
shape . . . their environment is ignored." Individual perceptions and

decisions are no more likely than luck, chance and random and unplanned

events to induce organizational change. The model does not deny the

TmmATrEoman AL TAaddvri AueaTl AlATAAce ctimh T MAr at Tcane

B Tkt O T T O v T -=is =

rirst, it focuses on the nature and distribution of resources in
organizations’ environments as the central force in change,
rather than on internal leadersnip or participeation in decision
making. Second, it ewamines organizations as representatives of
tynes founé in peonuliartions consisting of hundreds and ofien



thousands of other organizations, thus using an aggregate as

opposed to an individual level of analysis. Third, it takes

into account the historical context within which organizations

emerge, paying particular attention to political and economic

conditions. Finally, the population ecology model re-estab-

lishes the link between organizational srciology and the

general analysis of social organizatlion that was weakened in

the decades following World War II.

The population ecology model is ideally applied to populations of organi-
zations, existing over time, with numerous variations.

Little organizational research has utilized the pure natural selec-
tion--or population ecology--model. Some work consists of economic
studies of long range changes in industrial composition and theoretical
discussions of the effects of competition and financial constraints on
firms' internal decisions {(Starbuck, 1675:1105). Stinchcombe {1965
also approached organizations from an evolutionary perspective. In

addition, some elements of structural contingency theory are compatible

with an evolutionary or ecological theory (Aldrich and Pfeffer, 1976).

(2

- S oA
an ailstor

r

cal, devele
dimension to organizational analysis, the model is under-utilized because
longitudinal data, necessary for an adequate test, is often unavailable.
Furthermore, its applicability is complicated by the role of the govern-

ment and by the size of the organization(s) under study (Aldrich, 1979:

Sl AN K i i nAaetr hnr anmA
M . - A S S

Timarimna AT oUATNriAmaTry rhenTv are
Y, =T 07 1oI2TI0NS O = A b o

often tautological. However, when ecological explanations are not suffi-

cient, thev mav cupplement and strengthen other perspectives.
The Decision Meking Perspective
The decision making perspective focuses on environmenis as seen by

organizational members. Emphasis is placed on perceptions and cogni-

of arcention and bounded by members perceptions of the fiow of informa-

o fre 2 At 1TQAD Faa Nk ) TOT7TON ™l -t — a = - P A AP
tion (Weick, 166S5: Child., 1672). The environment consists of Iiniorma-
e A v e mvT Al AAtAA e avr cmmbd st AaatAsa AT Ava A T80TS0
LaAv/ily @ 20w A elidsul Guevly v wy P S PR L S A SR G EE. ] NadhNMid atsiay PR AR NS S
T S S T R o g mmemrmmem b T A cemaAad e Aas~nd ot Ae
LI CTMaTIcn coLatncd ITC <al COVITCOIETNCS 2 222 I LgtLsITht
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(Aldrich, 1979:122). Areas of research include decision processes
within organizations, the conditions under which information is perceived
and interpreted by participants, and the impact of uncertainty on the
ability of organizational members to make decisions and restructure their
organizations to cope with uncertainty. The issue of perceptions of
uncertainty by organizational actors is a crucial issue which will be
addressed in depth during the presentation of theoretical concepts.
Administrative and social-psychological perspectives such as this
tend to emphasize the key role of individuals as organizationail leaders
and innovators. There is a common tendency to assume that "organiza-
tions are people' and therefore the study of organizations is really the
study of people (Aldrich, 1979:19). Although people do indeed reside
in organizations and social relations dc much to sustain organizations,
such a view is incomplete. In the case of cooperatives, we will see
that in many instances, control is out of the hands of members, managers

and directors because of constraints in the extra-local environment.

The Resource Dependence Perspective

>

ccording to the resource depencence perspective, the number and
distribution of interorganizatiocnal relationships in an envircnment is
a function of organizational decisions and control over crucial resour-

ces. A kev assumption of the model is that {Aldrich and Pfeffer, 157h:

e « o OTZELIZECilns arfe 10T aoi

IniCernasll

Y
21l the resources or functions reguired to maintain themselves,

BCL;CL QLT CaLlica

(!
r
C

and therefore organizations must enter into transactions and
relations with elements in the environment that cen supply the

- 4 .
maseS mma A e A~ Aem A v Ama
regulirTeld Yesourees anid servaices.

is viewed as an interorganizational network, :then uncertainiy is reduced

ne contrel of crucizl interdeven-—
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To thrive, organizations must effectively manage the demands of
groups upon whom they are dependent for resources. They may shape and
manage environments through structures and planned activities. In some
organizations, management of the environment may be an even more impor-
tant administrative activity than management of the organization
(Pfeffer and Salancik, 1975). Support may be cobtained thr
and organizational linkages. Boards of directors may provide linkages
on the individual and the organizational level.

The impact of external, environmental forces upon the organization
is a key element of this perspective. The environment is defined in
terms of resources (Aldrich and Pfeffer, 1976:92). Organizations may be
active in shaping and controlling their future, but their dependence
upon other organizations for resources is more crucial to their survival
than the processes by which environmental information is perceived by

decision makers.

Putting the Pieces Together

One must select those aspects of each perspective which are most

applicable to the research problem. The three perspectives outl

(99

e

[N
9]

gbove may be distinguished on the basis of units of analysis, what unit

is selected by the environment, appropriate time frame and sources of

B T T B AU oo B N
A MAWVHTLI LLTCD GLTC OUULLLGLE L L4LTW ALl 1QaT Le

Y 11y the last fhrec.
Ecological explanations work better In some conditions than iIn others



fable 1.

Summary of key di¥ferences between three theoretical perspectives.

UNITS OF
ANALYSIS

PERSPLECTIVE

WHAT 1S
SELECTED

TIME IFRAME

SOURCES OF VARIATION,
CHANGE, SELECTING AGENTS

Population Ecology
(Pure natural
selection)

Populations
organizations;
single organizec-
tion over

of

time.

Organizational
forms; entire
organizations.

Evolutionary,
historical or
longitudinal.

Anything--luck, chance,
planned or random variation.
Source of change most often
environment, social or
cultural forces.

Resource Dependence
(Modified natural
selection)

Nacision Making
(Rational selec-

tion) ments or

Networks of
organizations.
Linkages sets.

Individual units,
members, depart-
other

organizations.

All or part of
organization.

Leadership
structure;
organizations
with effective
decision
making struc-
tures.

Intermediate.

Short-term.

Actions by resource control-
lers; organizational actions
Source of change most often
the environment, especially
other organizations.

Decisions, planning, choices
Source of change most often
individuals.

A
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the organizational set, and interorganizational characteristics such as
amount and level of competition. Hannon and Freeman (1977) and Aldrich
(1979) argue that this model may also be applied to the evolution of &
single organization over time.

The resource dependence perspective encompasses several levels of
units of analysis—--individuals, organizations and interorganizational
relationships such as dyads. It is particularly well-suited to the study
of interorganizational relationships because of its roots in exchange
theory. The decision making perspective is suited to the study of indi-
vidual units, tvpically organizational members. If the unit is the
individual then, of course, personal and social characteristics, atti-

tudes and perceptions are important.

What ie Selected

In pure natural selection, entire organizations are selected--
either surviving or failing. In the most extreme case, entire popula-
tions might sucuumb. As pointed out by Campbell (1969), this perspective
may also be applied to parts of organizations where the survival of one

part (such as a department or division) is independent of another.

Accerding to Campbell {1969:74):

But the general model does not require this limitation, and
is a part of the disanalogy between organic and social evolu-

tion. Recawvge of the differences 1n the cncial precervarion
system, and because of the greater variety of iantegrationail
organizations compatible with effective collectiom action,
human gccial organizat £ organizations of cells

"
in the body and unl
can be varied and e

- r- -

us, cnieé ailiure 01 one 8Sp€Ct oL &an organlzat:on caoes ct sp alrjiure
. PN R, e~ m s mmm mammmen ] mden meade men Ao AT mestmesnd
TOT the entirve < AL ZE L1000, 12 Tigar 07 COmMpaccre alelndmy TX SUCUniis

Modification of a pure natural seleciion view is consistent wiin
an adaptation perspective toward organizations. Organizations may

survive in a form hardly recognizabie from the original--as in the case
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of merger or consolidation. This structural adaptation may be either

planned or unplanned.

Time Frame

P B )

T A - L e ~—T ~
LlC pUPULGCLS S gy e
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an evolutionary or historical perspective. The distribution of popula-
tions of organizations over time may be affected by events of which one
is unaware or barely cognizant. To test the model, there must be present

(Campbell, 1969:73) ‘'consistent selection pressures operating over long
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In contrast, the decision making view is more short-term. Although
Aldrich (1979:108) suggests that in scme cases there may be little dif-
ference between the time span of an explanation based on the ratiomal as
opposed to the environmental model, the life span of an organization

“

frequently surpasses that of its members.

e
natural selection model is indifferent to the source of

forces are mest often the source of change. Nonetheless, the scheme is

not haphazard (Campbell, 1669:74):

It provicdes a plausible model Ior social systems that are
‘wiser' than the individuals who constitute the societv, or
than the raticnal sccial science of the ruling elite. It
provides an anticipation of powerful 'inadvertent' social
change processes in our own day wnhich may be adaptive in
unforeseern and unwanted ways.
"Rational” solutions mayv be provided without deliberate planning in the

systems 1s towarc increased acaplecdness, COmplexicy, size and sysien
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integration of social units if such increases give selective advantage
(Campbell, 1969:73).

The rational selection model credits individuals, often leaders,
with effecting organizational adaptation and survival. While there are
variations among schemes, the role of environment is generally minimal.
The resource dependence perspective incorporates the environment as an
integral component but the environment is defined more narrowly than in
the population ecology model--usually in terms of external organizations

upon whom the focal organization is dependent. Individual actions may

also be salient.

Synopsis

The objective of this study is to apply appropriate aspects of each
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Most studies of boards of directors have taken a decision making or
leadership approach; more recently, studies have taken the resource

dependence perspective. O0f course, none have taken th=2 ecological

ugh individual actions can be the source
of variation,
There is no monolithic model. The approachies} teken must be
dictated by the data which are available and the socio-political context
in which cooperatives exist. A4As seen in Table 1, the rescurce depen-

ecology and the decision making mccdel
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relied on most heavily because, in the auther's opinion, studies from
the resource cependence perspective in which the board of directors is

the unit of analvsis have been most illuminatin
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to the survival of the cooperative than decisions made by boards or
members or managers of the local cooperative. The ecological model
would take this alternative view to its extreme with an assumption that
in the longer view individual acts may be inconsequential. If the
cooperative survives--through natural selection--this does not mean
that it has the best decision making apparatus or personnel or even
structure. Survival could mean simply that the cooperative was in the
right geographical space at the right time and in the right socio-
political context.

The resource dependence perspective seems to mediate these two
extremes by allowing some effective actions by organizational partici-
pants. But because it emphasizes the vital importance of resources
usually obtained externally--it tends to keep the efficacy of the indi-
vidual in proper perspective. The resource dependence perspective is
not incompatible with the population ecology perspective, but it is
more suitable for interpreting the individual and organizational data
available.

Data will be interpreted in the context of this study from the
decision making and resource dependence perspectives. If longitudinal
data were available for a more representative cross section of coopera-
tives, the population ecology perspective would also be applied. As
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Cooperatives in a Theoretical Setting

Three assumptions will be developed using the three theoretical
rerspectives. The first two assumptions—-—-that both cooperatives and

eir envircnments are evolving--are drawn from ecological thecry. The

ot
o =

ird assumption--that cooperatives are motivated as much by social and

g

olitical as by economic concerns——is borrowed Irom the resource depen-
dence perspective. From these assumptions and the literature reviewed
in this section, it is concluded that boards of directors will have an
increasing role in cooperative survival. This conclusion is consistent

with both decision making and resource dependence perspectives.

Evolving Structures and Organizational Form

The coonerative form mav be viewed as an organizational adaptation
tc major shifts in the external environment. Cooperatives evolved as an
organizational response by individual farm firms to external pressures.
Cooperatives absorb for farm firms the uncertainty created by the natural
environment, the economic or marketing structure of agriculture, techno—
logical change and interorganizational complexity. Of course, the

salience of any particular external force will vary by individual cooper-

these two. They both hold unique positions in the historyv of the
American cooperative movement.

The develcpment of U.S. cooperatives cduring the early part of this

,ee -

century was restricted largelyv to agriculiture (Xnapp, 1973:538). Tor

scme time, the word ''cocperative' was nearly synonymous with agricul-

e am T I I R T [P P I3 ~———— - £ vrm e - g -3 Eom £
CUré. 3yscems ocelause Oro wagé 4ispeysicn I unic N0 CTLZST Ig2autures c:
o .. . . . - . . . . o -
the natural and crganizaticnarl envircenment. Relative to other svstems
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. « . agricultural commecdity systems present complex coor-
dination problems--seasonal production but year round con-
sumption, production affected by uncontrollable events, rapid

changes in technology, time lags between decisions and output
realizations.

The seasonability of production, perishability of output and uncontrol-
lable events such as drouvghts, fleocd, plant disease and pests are vaga-
ries of the natural environment. While cooperatives do not provide
control over the natural environment, they may minimize the impact of

natural forces. They preovide commodity storage and marketing and pro-

provide some protection against fluctuaticons in the natural environment.
Technological change also promoted the growth and development of
cooperatives (especially the rural electric cooperative). The industrial
revolution increased consumer demand for food and fiber. Farm mechani-
zation and communication and transportation innovations also impacted
the primary producer and, in turn, cooperatives.
Perhaps the strongest stimulant of cooperative develepment was the
impact of the market structure of agriculture on many individual farm
operations (Torgerson, 1977:92):

The premise for cooperation lies primarily in the structural
relationship of farm operators, characteristically atomistic
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Cooperatives zliow farmers to gain the benefits of large scale buving

and seiling, vet maintain the autonomy of individual firms. In sum,
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rural cooperatives enable farms to adapt to the organizational. natural
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Rural electric cooperatives were formed to provide a service not
available or available only at exhorbitant cost. Although they were not
modeled after agricultural cooperatives (Knapp, 1973:364), they developed
among a population acquainted with agricultural cooperatives. Grain

marketing cooperatives did not realize the potential role of cooperatives

in the supply of electr

icity because they had little concern with supply
functions in general.
Although it is debatable whether rural electric cooperatives repre-

sented a new form, we will view them as such. They filled an environ-
mental niche which did not exist before electrification (Knapp, 1973:348;
Aldrich, 1979:171-181). Rural electric cooperatives were a product of
many forces including (1) technological change; (2) government subsidy
of public works during the Great Depression; and (3) the underestimation
by private power companies of the demand for and profitability of elec-
tricity in rural America. The absence of competition by private power

companies was essential to the success of rural electric cooperatives.

Evolution of Organizetional Environments

Cooperatives today face external cnallenges of a different kind

than in the past (French et al., 1980; Torgerson, 1977). The impact of
technologyv, for example, has diminished relative to the impact of other
crganizations. In & review of the challenges facing cooperatives i
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Torgerson (1977) place more emphasis on problems facing cooperatives

that result Irom the rate of socizl change and the Increasing complexity

cf the interorganizational environment—-—-the evolution of cooperative

risz {1853 cdeveloped & tvpelogy of organizationai-~

environmental dependencies which reflects stazes in the eveolution of
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organizaticnal enviromments. Their framework includes intra-organiza-
tional relations, inter-organizational relations (input and output inter-
dependencies), and extra-organizational relations. Extra-organizational
relations are remote., indirect and largelv bevond the control of the
organization. They constitute the '"causal' texture of the field. 1In
this framework, the inter-organizational relations are equivalient to

what Osborn and Hunt (1974:231-233) call the task environment. Extra-
organizational relations are comparable to the combination of macro and
aggregation environments.

Organizations, such as cooperatives, are located in turbulent fielids
(Terreberry, 1968:80). In such fields, the accelerating rate and com-
plexity of extra-organizational relations may exceed a2 cooperative's
cavacity for prediction and control. Thus. the evolution of organiza-
tional environments (the remote, causal texture) may exceed the rate of
evolution of the organization itself. Rapid change in external connec-—
tedness—-extra-organizational relations--gives rise to increasingly
unpredictable change in transacticnal interdependencies (the input and
output interdependencies) (Terreberry, 1968:80).

Uncertainty is a characteristic of turbulent fi

ne uncer-
e

tainty produced by turbulent fields may be bevond the control of t

and long range planning.
Cooperatives are subject o external pressures which are often
unpredictablie and uncontroliable. Torgerson (

"the pace of structural change in the nonfarm sector is proceeding at
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The external environment that establishes the climate for
group action by farm operators has undergone an element of
change in the mid-1970s. The basis for this change can be
found in the basic supply and demand balance for food and
fiber items, the rise of populism, and associated concern
with size of institutions, financial constraints on younger
farmers entering farming, and the prevailing enforcement of
antitrust laws and other governmental regulations relating
to group action by farmers.

Additional external forces include the national and international econ-
omy, public opinion and resource shortages (fertilizer, water and

petroleum).

The External Control of Cooperatives

According to Thompson (1967:66,67), the crucial problem for the
boundarv-spanning units of an organization i1s not coordination of
variables under the control of the organization but adjustment to con-
straints and contingencies not controlled by the organization--what
econonists call exogenous variables. Cooperatives are increasingly
controlled by external, often noneconomic, forces. Although primarily
economic entities, cooperatives also have distinct soclal and political
characteristics. They are economic systems with a social content

(Casselmen, 1952:1). Cooperatives promote the ideal of mutual enter-
b
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Cooperatives have historically subscribed to a normative ideolo
derived from the 'traditional p e
the Rochdale weavers in England in 18%44. The "Rochdéale Principles’
include (

S S
(3) cash trading; (4) membership education; (5

Rl N per
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These ideas have evolved over time. Principles such as cash trad-
ing and no unusual risk are clearly outmoded whereas others continue to
appeal to the loyalty and seatiments of many. Jerry Voorhis, former
Executive Director of the Cooperative League, emphasizes the principles
of open membership, limited interest, services at cost and one man/one
vote (Kravitz, 1974:32). The U.S. Department of Agriculture emphasizes
democratic member contrcl, operations at cost and limited returns on
investment (1974:33). The Agribusiness Accountability Project recom-
mends compliance with five principles {(Kravitz, 1974:33): (1) open
membership; (2) one man/one vote; (3) membership education; {(4) limited
interest on stock; and (5) limitation on number of shares owned. The
Project suggests that adherence to these principles is not idealism, but
a procedural key to assure farmer-member contrcl of cooperatives—-az
practical consideration which legitimizes and maintains public support

of cooperatives.

The loss of public and legislative support may be the most serious

T

C0e

th

e it threztens the existence ¢
vidual cooperatives. Political
support for cooperatives has diminished with the shift of political con-~
stituencies from rural to urban areas. As cooperatives exercise less
politiceal influence, they become more susceptible to political chal-
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This is a relatively new phenomenon (Edick et al.
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1 ugh cooperatives have had their critics over the vears,
to a large extent their activicies did not attract much pudbiic
attention until the last decade. To be sure, the National Tax
Equality League has campaigned long ancd hard for the repeal of
what it perceived to be an unfair tax advantage granted to
cooperatives. NTEL aside, cooperatives were generally regarded
as reletively benign institutions.

The economic viabllity of ccooperatives resulils
Capper-Volstead Act of 1822 which bestowed political legitimacy on

P
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Democratic ideals of cooperatives distinguish them from other cor-

porations and engender public and legislative support. If legitimacy

is socially as well as economically based, a single-minded pursuit of

economic efficiency may not be the best political posture for coopera-

tives (Kravitz, 1974:36):

If cooperative leadership intends to emulate corporate agri-
business . . . then they also must be prepared to give up
their public supports. It is not merely a matter of keeping
faith with the Rochdale Pioneers and other founders of the
cooperative movement--it is a question whether the new-look,
management-run, profit-motivated enterprises can continue to
justify their special position under the law., or whether they
ought to be treated like other agribusinesses.

A committee reviewing and evaluating the Cooperatives' Unit of the
E
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ment (Edick et al., 1980:5)

Because some cooperatives have become successful, competitors
and cother detractors have severely attacked legislation basic
to the formation and existence of cooperatives. These attacks
are designed to convince the general public that cooperatives
hold too much power because legislation gives then an unfair
advantage in the market place. Such attacks are expected to
intensify in the 1980s.

Cooperatives can only maintain their sociel, political and economic

Board Respomsibilities

The evolution of organizations and their environments and the
increasing extra-local control of cocoperatives implies new and more crit-
M

ical demands on boards of directors. Garoyan and Mohn (1976:vii} concur:

e 1 < st v s
ieve that the concept of the board as a viable bedy,
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vive, then the board itself must bring about changes in
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In this section, we will examine some assessments of the importance of

cooperative boards' decisions. This is done in the context of internal

and external functions. This analysis supports the conclusion that
boards will play an increasing role in organizational survival.

The role of boards of directors of rural coocperatives has reached

-
—

~nl
T

. This may be attributed, in part, to changes in

the legal and political environments of corporations during the 1970s
and the assignment of greater potential liability to directors for their
actions and inactions (Aldrich, 1979:302). Experts believe that much

responsibility for the future success or failure of cooperatives rests

with the board of directors (Edick et al., 1980:5):

In particular, boards of directors will need to be especially
astute as they develop policy guidelines and performance stan-
laras f{or evaluating thelr organizations. . . . Directors are
called upon to approve expenditures on exceedingly complex and
risky capital projects. Operating budgets, ranging from hun-
dreds of thovsands to hillions of dollars., require similar
director approval. In this complex decision environment,
directors are legallv responsible for preservation of the
cooperatives' assets. In an increasingly litigious society,
this is a risk laden responsibility indeed. . . . Directoxrs
generally, proprietary as well as cooperative, are the objects
of increasing scrutiny and criticism by stockholder and the
general public.
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irectors in relation to their environment or about how directors

perceive their role (Edick et al.. 1980:13):

The director's job must be better understood in light of

todav’'s larzer organizatioms and the more hostile environ-
ment in which cooperatives operate. First the director’s
job must b e carefully described and understood than
ir is ar pregent.
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Boards of directors fulfill both administrative and representative
functions (Pfeffer and Salancik, 1978; Zald, 1969). These functions may
be roughly dichotomized as internal (administrative) and external
(representative) functions. Most studies of boards which tske a deci-
sion making orientation tend to emphasize the function of the board in
the internal (administrative) division of labor {(Ffeffer and Salancik,
1978:169). These traditional views also tend to underestimate the
importance of the board for the organization. More recently, boards
have been studied from the resource dependence perspective. A resource
dependence interpretation supports the view that a largely external
function—--representation--is as or more important than the intermal
function--administration. The distinction between what is intermal and
what is external will be considered next. A major thesis will be that
if the ratio of external to internally induced change increases as
crganizational environments evolve, and if boards are more concerned
with external questions than mangement, then the role of boards in

relation to management will increase.

Administration-—An Internal Function

-
>

In the ideal sitvatic

cards share five internal admin

’
¢

b

tasks with management (Garoyan and Mohn, 1976:40-43): oplannin

coordinating fail more to management. liowever, the divis
between board and management varies ameng organizations. In some crga-
nizations, boards may have no real role at all.

Contrcl is an internal administrative Iunction which the bhoard

performs as

h
(zald, 1965:98). 1lembers, employees and managers have some contrcl
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commitments of resources; and (4) selecting managers and determining

managerial succession.

In short, the board should oversee organiza-

tional operations to ensure that the interests of the owners are served.

Planning is done by board and management to facilitate the adjust-

ment of the cooperative to the changing environment (Garoyan and Mohn,

1576:8C).

In the ideal seunse, boards, more

=T nem
citall

- -
management,

decisions on overall objectives, policies and goals of the organization

and decisions invclving long-range implicaticns andéd consequential

i

mitment of resources, including facilities, finances and personnel
{1976:73). A board coansiders the geals and pelicies of th

acceptable levels of risk and alternative ways of achieving objectives.

The boards' role in planning is general, comprehensive and long-term

in scope.

Representation-—An External Function

In 2 technical sense, directors serve as representatives for both

internal and external audiences.

Internally, directors advise execu-

tives and stockholders (or members) and act as trustees for stockholders

(or members).

and are viewed as internal constituents.

with external constituents.
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some researchers have called task env
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ronments.

Oshorn and Hunt (1974) define task

nt to organizational

task environment as encompassing customers, competlitors,

Members and technologv are treated as internal

=

In cooperatives, stockholders and members are the same
We are more concerned nere

Externally, the board promotes and defends

& to what
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goal setiing
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representation only to nonmember customers. The role of the board in
relation to members is considered as an internal, administrative respon-
sibility.

Pfeffer and Salancik (1978:11,34) apply the concepts of effective-
ness and efficiency, respectively, to internal and external functions.
Effectiveness is one standard for measuring how well organizations meet

e

the needs of external interest groups. External interest groups and

e

crganizations assess effectiveness on the basis on the legitimacy or

usefulness of the organization. Legitimacy is externally derived and
(of

ingeparable from values. Efficiency

(=N

S an internal
measure of performance, based not on what is done but rather on how
well it is done.

In some instances, representation may be more important than admin-
istraticn (Pfeffer and Salancik, 1978:169). This is likely in the case
of cooperatives in light of an assumption of this research that one of
the administrative functions of the board of directors—-control--is
being usurped by increasing extra-iocal control of the cooperative.
However, the relative importance of representation versus administration
will vary with organizational context. A board which does not represent
the political and social interests of the community may be less effec-
tive. However, in the case of local cooperatives, local representation

may be less important for survival than extra-iccal representation

-3

he implicaticons ¢f this ceonc
cooperative are complex. Torgerson {1977:91) suggests that the economic

well-being of members and rural communities is the ultimate measure of
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of the cooperative and its members must take precedence over the well
being of the community even if this means that the cooperative should
cease to exist locally.

The demands facing boards of directors of cooperatives are not
simple. Pfeffer and Salancik (1978) hypothesize that demands for
effectiveness are increasing relative to demands for efificiency Terre-
berry (1968) also forecast that the ratio of external demands would
increase relative to internal demands as organizational environments
evolve. In the organizational division of labor, management may pursue
economic efficiency while the board pursues effectiveness. In these
cases, the role of the board may increase relative to management and
additional resources may be allocated to public relations in order to

maintain organizational legitimacy.

Theoretical Concepts

Several theoretical concepts will be presented which are used in
propositions about director's linkages with their environment and the
role of linkages in reducing uncertainty. Linkages are viewed as both
connections with the external environment and as sources of informa-

tion. In addition to these key concepts——uncertainty and linkages—-

S
vy 3 . -
several additicnal attitudinel and structural concepts will be pre-

seanted. Uncertainty bears directly on board decision making and iink-

Environmental Uncertaintv

Theorists from both the resource dependence and tihe decision maki
perspectives assume that complex, unstable and unpredictable environ-
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In the classical management sense, uncertainty is the inability to
calculate probabilities for alternative choices. More recently, uncer-
tainty has been viewed as a lack of information or, more specifically,
the lack of feedback on the outcomes of decisions. For example,
MacCrimmon and Taylor (1975:1402) suggest that uncertainty "exists in
decision situations involving only partizl knowledge of relevant vari-
ables. . . ." According to Lev (1975:864), an uncertain environment
"does not fully disclose the alternatives available or the consequences
of these alternatives.”" Galbraith (1973:5) describes uncertainty as
"the difference between the amount of information required to perform

the task and the amount of information already possessed by the organi-
zation."
Uncertainty may also result from too much information or the inabil-

ity (of decision makers) to discriminate among large quantities of

]

information. There is some evidence that information alone may not be
sufficient to reduce uncertainty. More information may increase uncer-
tainty because an individual or an organization has limited capacity

to absorb all potential information (Nystrom, 1974). Decision mzkers
may reach a point of limited return on additional increments of informa-
tion and switch from maximizing to satisficing models of decision meking

(March and Simon, 1938).
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important for the crganization. Uncertainty 1is only problem-
atic when it involves zn element of critical organizational
interdependence.

In this research, uncertainty is defined as the inability to forecast

the outcomes of alternative choices because of rapid and unpredictable

changes in interorganizational and extraorganizational enviromments.

Environment Definitions of environment range from a general,
broad conception of environment as "everything out there" to more pre-
cise specifications (Starbuck, 1975). Environment may be described as
all elements with which organizations have immediate, direct inter-
actions, including elements involved in or created by interorganizational

relationships, and elements with which the organization has remote,

=

ndirect interactions This definition encompasses most of the aspects
delineated by Starbuck (1975:1082) and is consistent with the typology
of organizational environmental interdependencies advanced by Emery and
Trist (1965).

It may be more useful to delimit the boundaries of the organization
and its environment. Pfeffer and Salancik (1978:12,13) adopt a more
restricted view of the environment because an organization may be

uffered from some elements in the environment while other elements are

fu

not important enough to reguire z response. As discussed

environment 1is here dichotomized into the task environment and the aggre-
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The task environment is defined in terms 0f corganizations wiinh whom the

focal organization has corganizational or interpersonal connections.

This view is similar to the concept of organization-set in which the

relations between the fccal crganization and its organization-set zze
0

mediated by the role-sets of b
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environment is the general cultural context of a specified geographical
area which may influence organizational characteristics and outputs.
The aggregate environment includes associations, interest groups and
constituencies operating within a given macro-environment. Together
they constitute a larger, more general framework in which all organiza-
tions in a state, natiomal or geographic area must Cperate. Person
or members (and in the case of cooperatives, most customers) are
treated as part of the organization, not the environment.

In addition to some confusion over organizational/environmental
boundaries, researchers also tend to disagree on the impact of an
objective environment. For example, decision making research tends to
understate the influence of an objective environment and may point to
factors which limit the influence of the enviromment on the organization.
Public funds, for example, may protect organizations from possible fail-
ure. Child (1972) suggests that the environment is not an overwhelming
constraint on organizations because decision makers have more autonomy
than credited with by environmental determinists and may in fact have
the power to reshape their environment. Child also suggests that

environmental determinism blurs the distinction between the characteris-—-

Hh

tics of the enviromment and the perception of those characteristics by
persons within the organization. These three issues--the role of public
funds, Organizartional power and aurtonomy, and tie impollance vl pciueos
ions~--will be discussed briefly.

First, although the reliance of many organizations on public
may protect them from the possibility of economic failure (Aldrich and
Pfefier, 1976:88), even among publiic organizations tnere can be incense
competition for funds and occasicnally these organizations do cease to

exist. TFublic orgeanizations are vulnerablie O demands ioTr pu

S
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accountebility. They may fail dve to the lack of public or legisiative
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support. However, the argument that an environmental perspective is
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Second, although some organizations may have the power to reshape
their environments, the power to modify environments appears to be
limited to the largest organizations or those that are politically well
connected. The following statement by Perrow (1970:99) is only par-

tially correct:

Society is adaptive to organizations, to the large powerful
organizations controlled by a few, often overlapping, leaders.
To see these organizations as adaptive to a 'turbulent,'
dynamic, ever-changing environment is to indulge in fantasy.
The environment of most powerful organizations is well con-
trolled by them, quite stable, and made up of other organiza-
tiong with similar interests, or ones they control.

Although perhaps true for a few very powerful organizations, the situa-
“ion is reversed for the majority of small and competitive organizations.

n of businesg organizations is bhifurcated by gize

(Aldrich and Pfeffer, 1976:88). One segment of very large organizations
has a low mortality rate and the other segment of small organizations
has a high rate of variation and turnover. The larger organizations

are somewhat free from environmental restraints but many of the smaller

2gs than ten vears (Starbuck
powerful organizations are more vulnerable to environmental fluctuations
than large and more powerful organizations.

Third, aithough the environment may be perceived differently by
decision makers in organizations with varyving structures and information
svstems, certain conditions may also minimize the influence of percep-

tions. The issue of real versus perceived environment is complex and

may ultimately depend on the type of organization and the social, polit-
ical &nd cultural context. Nexi, some facets of the debate over per-
ceptions will be considered.

Perceptions The concept of environmental uncertainty is often

predicated with the modifier perceived which elicits a cdebate on the
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relative impcrtance of organization or individual cognizance of uncer-
tainty. Some theorists claim that the effects of uncertainty are never
independent of perceptions, whereas others point to factors which mini-
mize the importance of perceptions. It is essentially a debate over
the subjective versus the objective nature of the environment.

Most decision making research emphasizes the perceptual nature of

uncertainty. If environmments are enacted or created through the infor-

£

nation gathering svstems of organizations (Weick, 1969; Child; 1972,
Galbraith, 1973), then uncertainty is a consequence of the way in which
organizations and individuals structure information about the environ-
ment. Both organizational structure and individual perceptions may
filter, distort or sharpen the perception of environmental-organiza-—
tional interactions.

Those emphasizing the inseparable relation between environmental
uncertainty and its perception acknowledge only the symbolic or cogni-
tive level of interaction whereby individuals and organizations respond
to meanings thev attribute to various environmental conditions according
to their perceptions of their surroundings (Dunlap and Catton, 1979:253).

This is the view of svmbolic interactionists.

tions may be affected by environmental conditions which they do not

perceive and have thus not assigned a symbolic label or attributed any
cultural meanings. Some aspects oI the natural environment (drought,

floo0d, scll erosion, resource depletion) may have direct, nonsymbolic
effects on individuals anc organizations in addition to perceived
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The extent to which subjective perceptions deviate from objective
conditions and the manner in which perceptions vary within, across and
between organizations awaits further research (Starbuck, 1975:1098).
However, uncertainty conceptualizations tend (perhaps necessarily) to
be organization-specific. Therefore, the researcher must "be sure the
uncertainty concepts implicit in the selected instrument are comsistent
with the uncertainty conceptualization, either implicit or explicit,
which is guiding the research (Downey, Hellriegel and Slocum, 1975:627).

It was suggested earlier that certain conditions may minimize the
influence of perceptions. For example, hiring personnel from the same
industry or subpopulation may create common perceptions of the environ-
ment in a subpopulation of organizations. Each organization is less
sensitive to idiosyncracies of the local environment when perceptions
are universally shared because no single organization is at a relative
advantage or disadvantage in the competition for resources (Aldrich and
Pfeffer, 1976:95).

In a highly competitive market, the salience of the objective envi-
ronment appears to increase while that of the perceptions of that envi-
ronment decreases. For example (Aldrich and Pfeffer, 1976:92),

. . . 1f the organization is severely constrained by the
environment., as in a very competitive market, then perception

S emAE S e A e e ThA mAryonmrmAa )
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operate and perceive effectively or else it will soon go out
of existence. Perceptions become important to the extent
that the crganizaticon is insulated from or immune to environ-
mental effects. To the extent that the organization is not
tightly constrained, variations in percepticns of organize-
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zational stru
he imporignce ©f DerosDLions 2180 fends o be & function of oyganiza-
tional density (Starbuck, 1575:2077). When the number of interdepandent
organizations is very Large, interorganizational perceptions are diffuse

and general. The impact ol any one organization upon another are
diminished. Perceptions afifect organiz

izationg is small and stable enough for one
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organization to perceive others as unique. When the population is very
small, the impact of any one organization on another increases because
one is able to forecast the actions of others. But such forecasts are
unnecessary because the small number makes direct negotiation feasible.

Sparsely populated sectors are thus inclined to form coalitions.

Uncertainty in the Context of Cooperatives This study will take

two approaches to uncertainty, each of which assumes that, as a popula-
tion of organizations, cooperatives exist in a highly uncertain environ-
ment. Cooperatives originated to absorb the economic uncertainty of

individual farm firms {Knapp. 1573). Twenty-five years ago. coopera-

tives still existed in a very uncertain environment (Casselman, 1952:
124,125):

Of all industries, agriculture has the most factors of uncer—
tainty. In addition to an erratic demand for its products .
the supply is most difficult to forecast and to control owing
to climatic conditions, plant disease and insect pests . . .
[and] . . . seasonability and perishability of agricultural
produce. . . . The chief crops are produced once annually, vet
they are in demand every day of the year. Difficulties of
transportation, of fixed storage, and of refrigeration in tran-
sit, are thereby introduced. Furthermore, of all commodities,
those produced on the farm are the most dissimilar in size,
appearance and quality; hence their marketing requires a very
complicated set of standards and rather strict supervision.

Nowr 1% we add to the 2hove elements o7 uncertainty

+tho Toar+tAre
,,,,, = Al ertaznty the

of disunity and of absolute competition amcng thousands of
farmers on the one hand
[a) +

-

and that of well organized or monopo-
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...... state of anarchv in
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Types of organizations may be arrayed along a continuum from high
to low uncertainty. Pfeffer and Salancik (1978:155) postulate a curvi-
linear relationship between uncertainty and industrial concentration,
with uncertainty greatest in firms of intermediate concentration. Coop-—
eratives fit into this intermediate, highly uncertain categecry because
they are more conceuntrated than individual farm firms, for example, but
much less so than many industrial corporations and larger agribusinesses.

The complex coordination problems of agriculture, the dispersion of
hi

farm operations, and the historically high mortality rate of farms and
ceooperatives suggest that cocperatives are not effectively insulated

from environmental effects but are, instead, quite vulnerable. Thus,
competition and environmental restraints may render perceptions less
important than in some other industries (Aldrich and Pfeffer, 1976:52).
Data which document high mortality rates further support the assumption
that cooperatives exist in an uncertain environment relative to many

other populations of organizations (Starbuck, 1975:1104).

Boundary Spanning Activities and Linkages

Boundary spanning activity is a multi-dimensional concept which

refers to activities that are performed and connections established

s
of z boundary spanning structure. thers, such as Leifer and Huber

(1977), suggest that the structure may account for perceived uncer-

tainty. Whatever the direction of the relationship, it is generallv
“““““ iat there is some association between uncertainty and boundary
spanning activities.

Resource denendence theorists (Pfeffer and Salancik

that boundary spanning activities are undertaken in order to obtain

intv. Boundarv spanning functions mav be fulfilled hy nersonsg in
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relative to significant external audiences. The focus here is upon the
boards of directors of cooperatives as an informal boundary spanning
unit. It is assumed that the boundary spanning activities of the boards
will have implicatic mzking and coo
vival under conditions of uncertainty.

Coping with organizational environments requires stabilizing them
or somehow reducing the uncertainty they impose upon the organization.

Thompson (1967:67) suggests that organizations subject to rationality

norms seek to isolate their technical cores from environmental influ-
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The extent to which organizations establish boundary spanning roles
depends upon (1) the size and formality of the organization and (2) the
degree of stability and homogeneity of the task environment. Small
organizations are able to survive with fairly simple structures, using

few differentiated roles and functions (Aldrich, 1979:255). Because

is, thev may more easily restructure for changing environmental condi-
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Organizations facing stablie and nomogenecus task environments are

less likely to establiigh elaborate boundary spanning structures. As
explaired by Thompseon (1967:73):
The more heterogeneous the task environment, the greater the

constraints presented to the organization. The more dvnamic
the task environment, the greater the contingencies presented
to the organization. Under either condition, the organization
seeking to be rational must put boundaries around the amount
and scope of adaptation necessary, and it does this by estab-
iishing structural units specialized to f iimited range
of contingencies witl The
more constr s i
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Of course, organizations may face environments that are homogeneous and

unstable or heterogeneous and stable.

A Resource Dependence Interpretation According to a resource

dependence inrterprerarion (Aldrich, 1575:253), decision makers possess

2]
3
(3]

an implicit hierarchy of preferred interorganization strategies. The
first is a proprietary strategy where organizations maintain possession
and control over resources and protect organizational boundaries. Their
second preference is to cooperate or negotiate with another organization
on a dyadic basis--entering into interorganizational relations, placing
members on boards of directors, engaging in joint ventures, or merging
with or acquiring another crganization. The third strategy involves

he
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many organizations and tends to occur

when uncertainty and interorganizational dependence cannot pe coped with
trate

by using either proprietary or dvadic str gies. Boards of directors

implement a dvadic strategy whereby organizations give up some autonomy

gradalc
in order to win a greater measure of control over essential resources.
According to the resource dependence perspective, boards provide
living linkages with the environment. They fulfill two boundary span-
ning roles (Aldrich, 1979:249,251): (1) an information processing role
and (2) an external representation role concerned with resource acgquisi-

tion and disposai. Thev mav accomviish these roies Lhrough vinerd orga—
nizationzal memberships cor through other directorships.

The resource denendence perspective mav be applied t
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;ith the organization, which provides opportunities for infer-
mation sharing., The organizaticn is in 2 position to obtain
information from important interest groups and at the same time
present information and persuade representatives to its own
nogiticon, The gecond 2dvantace ic that entially hoctile
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member represents only a small proportion of the entire board

in most cases. The forced need to make decisions may create

pressures for uniformity. . . .
However, the advantages of outside representation are tempered by the
danger of overrepresentation oI outside rorces and the subsequent 1OSS
of organizational autonomy. Perhaps this is why is is not the preferred
strategy for managing organizational interdependence and uncertainty.

Aldrich (1979:297) provides a comparable, although not strictly
parallel, list of the external representative functions fulfilled by
interlocking board appointments: (1) to obtain financial, legal or
other strategic information or expertise; (Z) to aid the organization in
the search for capital or other resources; (3) to enhance the political
power of the organization; and {(4) to serve the interests of powerful
external organizations.

Linkages may be provided by both internal and external board mem-—
bers. Internal directors (members or stockholders) provide linkages
€ canizaticnal memberships cr 2ff

-:a+--1'r\v-\s Fvtor—
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b

nal directors (nonmembars or stockholders) provide more direct linkages.
"Qutside™ directors mayv be appocinted to provide the board with special
expertise (managerial or legal) or to co-opt and gain the support of
important organizations in the task environment with which the organiza-
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anizations. They depend on some

- 1 7 7 - - .
zaticns may depend on them. Since crganizaticnal survival requires
cbtaining sScarce resources,; cooperatives must adapt to, cope with and

actions such as mergers, joint ventures and cooptation {Aldrich and

P to-z. N i . . . -
Pfeffer, 1976:92). Cooperatives mav alsc manage the demands of orga-
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memberships and affiliations with other organizations in the task envi-
ronment. Boundary spanning activity is a means of obtaining resources,
including information, and reducing uncertainty.

Boundary spanning activity has costs for the organizations, includ-

B

ing loss of organizational autonomy, but may be necessary for organiza-
tional survival. It b

s also expensive ©o

[

stablish specialized
spanning units. Thus, many small, less formalized organizations must
rely on information gained informally through members, directors or
other personnel (Aldrich, 1979:255). This strategy is less expensive
and suits small organizaticns because, since they are less formalized
they may more easily restructure for changing environmental conditioms.
Thus, it is assumed that in small, local cooperatives, directors often
fulfill a boundary spanning function.

It was also seen earlier than boundary spanning units tend to be
most differentiated in unstable and heterogeneous conditions (Thompson,
1967:73). The task environment of small, local cooperatives appears
to be dynamic (rapidly changing), but relatively homogeneous. That is,
members of the task environment serve similar societal needs, are con-
trolled by similar societal groups, with similar goals, structures,

methods of operation and constituencies (Osborn and Hunt, 1974:234).

Thus, one would expect DOards oI direciors oI smail cooperatives Lo Lill

informal boundary spanning functions. As cooperatives increase in size
to identify homogeneous segments and establish structural units to deazl

modified to apply to coopera-

o e
. The use of outside (nonmember) directors bv rural ccoperatives
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differ from ordinary corporations is that only patron members may be
elected to direct Iowa cooperatives. Despite limitations on the use of
"outside' or professional directors, directors may still function as
representatives as a consequence of their membership in cooperative as
well as noncocoperative organizations, through participation in profes-
y aff
tives gain the benefits of "outside' directors through the use of busi-
ness professionals, including auditors, attorneys, investment consul-
tants, collection specialists, and business management consultants
(Dewey, 1975:27). Advisory committees may be established with repre-
sentatives from outside the cooperative. Although cooperative boards
have no '"outside' members, they are still able to fulfill representative
functions.

Each of the three perspectives toward organizations differ in
their approach to the concepts of environment, uncertainty {(and the
importance of perception), and linkages. This review has not dealt
exhaustively with the concepts from all three vantages. Some key
ideas from this discussion, as well as some missing linkages, are pro-
vided in Tzble 2.

Organizational Form (or Tvpe)

———

-
o]
0
[
C
jan)
o
0]
ct
b
Q
[a¥
"]
Hh
Fh
]
H
M
=}
ct
(a3

‘g

gl
]
1]
o]
h
0
Q
lo]

vl
It
[
28]
ct
H
<
)
n
I}

[
H
o
1=
[
[
()
[@]
cr
H
§-
(@]
[47]

o8]

3

(&N

TS mamtdAanmn €A 2l A~ AaAa——- T a e P - S e PUIREE S S S |
Sl LG LD e i AL OTOL UL KJ.—UU_LC ile (=8 LLG.LLLJ."LE ULSGLL_&&G sl
autonomy and making ¢uality decisions in an environment dominated bv
extra—-local ZIorces. Wwhether thc two types of organizations are in fact




Table 2.

THEORETICAL

PERSPECTIVE ENVIRONMENT

Resources are
dispersed.

Population Kcology
(FPure natural
celection)

Resource Flow

Resources are
concentrated.

Resonrce Dependence
(Modified natural
selection)

Information
Flow. Socially
constructed.

Decision Making
(Rational
selection)

Overview of key concepts frrom three theoretical perspectives.,

PERCEPTIONS

Perceptions may be
inconsequential.
Nonsymbolic forces
are also germane.

UNCERTAINTY

LINKAGES

Consequence of ob-
jective environ-
mental realities,
e.g. density, com-
petition, scarcity.

Symbioi:ic-commen-
salistic relation-
ships.

Important if orga-
nization is insu-
lated from envi-
ronmental effects
or if population
of organizations
is small and stable
enough to perceive
others as unique.
Not important in
competitive market.

Medium through
which organizations
and decision makers
mold and structure
environmental stim-
uli.

Greatest in indus-
tries of intermedi-
ate concentration.
Some conditions
minimize the impor-
tance of perceptions.

Lack of information
or feedback on out-
comes of decisions;
Inability to calcu-
late probabilities
for alternatives.
May be caused by too
much information.

Undertaken to ob-
tain resources and
to reduce uncer-
tainty. Interde-
pendencies may
also generate
uncertainty.

Undertaken to
gather informa-
tion.

4%



43

cultural forces. Form is defined broadly and refers not to the shape
of a particular organization but to the shape(s) of a class of organiza-

tions. Forces affecting the nature and distribution of resources in a

3

ccific environment account for differing organization forms. These
forces include the role of the state, urbanization, technological inno-
vation, characteristics of the labor market, and access or lack of
access to power and wealth (Aldrich, 1979:164-183). These forces not
only account for the origin of new forms but are aiso impediments or
facilitators of the continued existence of new forms.

Organizational forms are specific configurations of goals, bound-
aries and activities. As organized activity systems, organizational

d toward exploiting the resources within a niche

forms are orie
7 )

nte
(Aldrich, 1979:28

. Organizational niches are distinct combinations of
resources and other constraints that are sufficient to support an orga-
nizational form (1979:28). All organizational forms f£ill an environ-
mental niche, but not all niches have been exploited by an organiza-
tional form. However, the trend is toward niche saturation.

Cooperative Form(s) In response tO economic pressures among

cooperatives, scme crgenizations have grown and some have disappeared,

frequently after bitter inter-cooperative rivairy (Edick et al., 1980:

dations, and vertical and horizental integration result in new organiza-—

tional forms is subject to some dispute given the current state of

To determine wnether rur

3%}

1 electric cooperatives and grain elevator

cooperatives are two cdifferent forms, it 1s necessary to examine their

- = - T Ml a T am mmnl AT D I S S S PR
goais, boundaries and activities. LT OTIELnisS SUggesc Caal Lagy are
R - L aiman +hat am I A PRD C lam+ T
¢ifferent forms since they emerged at separate times and indepencdentl
—-— 10T 2e 2/ AT A TGTOe T T ATRTY - Y+ o aCY Too—-
Ksiapp, 1975035485 Aldrich, L¥sYIA/L-LZi. T course, wiinin eacn Orga

PO IR Br-u shs ghmeatemn AL TnddvdibAenl Arconizatisng will alen
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vary. When structure varies to such an extent as to significantly
alter goals, boundaries and activities, a new form of organization may

have emerged.

Theoretical Hypotheses

In this section, the relationships between two measures of environ-
mental uncertainty and structural, organizational and individual corre-
lates are posited. An understanding of these relationships should help

determine the extent to which boards are limited by uncertainty and to
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used to test these relationsblps at both the individual (director) and

organizational (board or cooperacive) leve
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Drawing upon resource dependence thecry, it was seen that directors
o

may serve in a strategic boundary spanning capacity. Directors of Iocal

coeoperatives £ill a less formal role than in larger organizations and

in nonccoperative organizations where directors may be recruited solely

to f£ill representative functions. Although it is generally agreed that
there is some relation between uncertainty and boundary spanning activ-

ity, there is disagreement as to which is cause and which is consequence.

¥or exammie. THOMLSON
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suggest that uncertainty results in the estzblishment of a boundary
spanning structure. Others. such as Leifer and Huber {1%77), suggest
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may be said to be associated with higher levels oI uncertainty. Ths
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reascning here is that 1r organizatlon memders altiempl (O fecudd pek
ceived uncerfainiy oy chiaining more Infcrmaticn, then these with high
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levels of uncertainty would engage in more boundary spanning activity

in order to bring that uncertainty down to some manageable level (Leifer
and Huber, 1977:238-239). Thus, we might expect the frequency of
sundary spanning cctivity to ke positively asseoziated with perceived
environmental uncertainty.

While both theoretical arguments have merit, it is here hypothe-
sized that boundary spanning activities (in this case, linkages) will
be associated with lower levels of uncertainty. It is assumed that
by obtaining additional resources and information through increased
beards will become more certain zbo:
ment. Furthermore, it is hypothesized that this relationship will hcld
for both directors and boards and for both individual and cooperative

.LJ.U.:\G.OCD .

Some theorists (Aldrich and Pfeffer, 1976:92; Starbuck, 1975)

suggest that uncertainty is greater in situations of relatively unre-
stricted competition and for organizations of a smaller size that have
fewer resources with which to acquire information and control inter-

organizaticnal dependencies. Thus, the second theoretical hypothesis

t
is that competition {both cooperative and noncooperative) will be

associated with higher levels of board uncertainty. In this case

, an
ecological variakblc {ceompetiticon) ig assumed to be related to a percep-
tual variable (uncertainty) which will be aggregated by boards.

The third hypothesis is that larger size will be associated with

TAryor Tawveiec ~F tncertainty, Size ig viewed as hoth numher of memhers
icwer levyelis of uncertaint >ize S nOofr nner MEMD2T S

ané volume of business.
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have more resources wizZh which to acquire needed resources and informe-

c
tion (Aldrich and Pfeffer, 1976:92). 1In this case, size is interpreted
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prevent the adaptation necessary for survival (Terreberry, 1968), it
may also provide a form of ideological security which may prevent neces-
sary change and reduce the perception of uncertainty.

In sum, the following relationships are hypothesized:

1. an inverse relation between uncertainty and boundary spanning

activities (linkages) for both directors and boards and for
both individual and cooperative linkages

2. a direct relation between level of competition {(ccoperative
and noncooperative) and uncertainty

3. an inverse relation between size and level of uncertainty
4, an inverse relation between traditionalism and level of uncer-

tainty

These relationships are complicated by potential differences between the

[

ge]

two types of cooperatives: rural electric and grain elevators. Grain
elevators and rural electric cooperatives may differ in several ways,
including level of uncertainty, as a consequence of type. Because of
possible confounding effects of type on measures of size, competition
and boundary spanning activities, type of cooperative is theoretically
justified as a control variable.

After determining whether these relationships exist, the analiysis

will shift from the individual to the organizational level and examine

iinkacse 2as rhe phenpmenon o he exniained.
will be organizational attributes. It is assumed that cooperatives

exist in an uncertain environment and that resource dependence ideas

1. & direct relaticn between annual dollar voiume OI DusSliness
znd linkages
2. & direct relaoion betweoon number ¢of coopersziive mambers and
L
linkages
N - S P e misma Ana ~AF AamAm s e SimAa <
3. & alreci Leialzon peiween age or COOpEeracive \ygar¥e since
. . N\ A I
incorporation; and linkages

en amount of comperition (cooperative
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It is also expected that linkages will vary between the two types of
cooperatives. Type of cooperative will again be treated as a control
variable in partial correlations.

The next chanter will focus on research procedures. The discussion
will include a review of the background of the study, methodological pro-
cedures emploved--including questionnaire construction, sample seiection

and data collection--and operationalization of the concepts presented

in this chapter.
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CHAPTER III.
METHODS

This chapter contains an overview of the methods employed in the
study. The study background and objectives are discussed first. Next,
procedures such as questionnaire construction, sampling and data collec-
tion are presented. Finally, the key concepts are operationalized. In

the next chapter, the empirical hypotheses are tested.

tudy Background

A questionnaire was constructed and data were collected as a part
of a research project designed to provide descriptive information to
the Jowa Institute of Cooperation and to fulfill the requirements of a
graduate internship in applied sociology. All stages cf the research
project from problem identification to the analysis of the data were
guided by an applied methodology which was to provide information to
this coordinating council. Although the compilation of data for
descriptive purposes and for theoretical rigor are not mutually exclusive
ends, the pragmatic purposes of the former do place limits on the latter.
Since the data were not gathered for the purpose of hypothesis testing,

their scientificutility and value is limited largely to hypothesis

Y T a4 < - T o = e P | -~ T~ e T S A - +
generation. Limitations imposed by the applied nature of the research
design are noted, such as the tentative nature of the hypotheses drawn

The data were collected during the summer of 1979 for the Ixecutive

TN varcar Af =he Ta e £~ R S, Tha cmnl Af +hs vocoore
ilrecto QI Tne Lowa nscitute O Lo0peTracildn. ine g%a. CI TAg Tresearxcn
w2s ta orovide the divector with z degerintive nrofile of the member
wa&3S CC DIOViIZe Cng {QLYeCUClY wWilin & descripilive preoraxle ol Lne memners

of boards of directors of Iowa cooperatives. A profile of members of

the boards of local Iowa rural electyic cooperatives and grain coopera-
tives was to encompass but not necessarily be 1imited to the following:
Age--size and¢ type of farm operation; farm organizaticnal
affiiiacions: leng:th of service; training experience; under-—
standing of directeor functions, how they make decisions and
Ak e kA aa vASAYATT
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(1) cooperative philosophy

(2) director responsibility to board, members and management
(3) working relationships to manager and other employees

(4) regional cooperatives

(5) the Iowa Institute of Cooperation

(6) member and public relations

(7) cooperative commitment

(8) ability of director to influence board with own ideas

The Executive Director perceived a rapidly changing environment in both
the agricultural and nonagricultural sectors and sensed that directors

were insecure and confused about the real environment. The problem, in

o2

2is words, was "to determine what groups can do procedurally TO cope

with constant change and to provide some tranquility for directors.”

The problem was defined in sociological terms as: ''How can organizations
A

such as coop tonomy and male qu:?wfv decigiong in

made uncertain for them by extra-local forces?"

Procedures

Next, the methodological prccedures employed wiil be discussed.
These include questionnaire construction, sample selection and data
T

TmAa £330 a ~ - -1 +- + 3
in the f£inal section, the thecretical ccncepts will be

collection.
operationalized.
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Two questiconnaires were constructed: one for the cooperative
directors and another for the managers of each cooperaztive. The second
questionnaire was essentially a factual information sheet which helped
-
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1975). The questionnaire was reviewed by the Executive Director of the
Iowa Institute of Cooperation, members of the author's Program of Study

Committee and other researchers with experience in the area of coopera-

tiveg The marnacor qnocf*innnpw'rn (infarmation cheet) rangigted antirvelvw
Fiveg. Ihe man ager questionnaxre (InTormation csheet) b

of factual questions regarding the cooperative.
Prior to distributing the questionnaire, it was submitted to the
University Committee on the Use of Human Subjects in Research. The

research was approved by this committee on May 17, 1979.

Sample Selection

The organizational population consisted of rural electric coopera-
tives and grain elevator cooperatives belonging to a state cooperative
coordinating council. Pragmatic reasons dictated the highly selective
nature of this population. The first was limited research funds; the
second, the internship sponsor. The research was undertaken as part of

an applied internship in applied sociology which was designed to pro-

<

ride information to the sponsoring organizaticn. The sponscr suggested
including the two types of cooperatives.

A random sample (n=90) was drawn from 169 grain elevators with
membership in the Iowa Institute of Cooperation. All of the rural

electric cooperatives (n=27) were included. The size o0f these samples
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elevator cooperatives would be appropriate if fimanciallyv possibie, but

upper limit of the sample size. The consultants agreed that S0 grain

evators should adequately represent the total population {165) The
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90 cooperatives were selected through the use of a computer program to

generate random numbers which was written by the author.
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All of the directors of the sampled cooperatives were included in
the study. The number of directors per cooperative ranged from five to
fourteen. Managers of the same 117 cooperatives were also included.

The study thus consists cf samples on tweo levels: 2 sample of coovera-
tives (n=117) and all the directors of the sampled cooperatives (n=960).
Since samples were drawn on two levels, the study has two levels of
units of analysis. In some instances, the unit of analysis may be the
individual director; in other instances, the unit of analysis may be

the board (aggregated individual responses) or the organization (based

on the factual information provided by the managers).

Data Collection

Board member data were gathered during the summer of 1

\XoJ
~J
O

the use of a questionnaire which was mailed to all board members of the
117 Iowa cooperatives selected in the sample. The procedure for data
collection was the ""Total Design Method" (Dillman, 1978). The question-

naire, a cover letter, and a postage-paid return envelope were sen

W 1t to
all directors in June and were sent again in July to those directors
who failed to respond to the first regquest for informaticn. Copies of
the cover letters included with the questionnaires are provided in
Appendix C.

A manager iulviwaiion suieet was mailed in luly oo rhe manzpers of

-

the 117 cocperatives. A duplicate information sheet was sent in August

to the managers who did not respond to the initial reguest.

{
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he
managers were the source of the organizational level data. They DTo-—
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3. Whereas a higher response rate for directors would have
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Table 3. Summary of return rates.

DIRECTORS MANAGERS
Number Percentage Number Percentage

First Wave Return 270 287% 100 85%
Second Wave Return?@ 211 22% 8 7%
Total Return Rate 481 50% 108 027%
Total Mailed 960 117
Number Excluded 38 o]

Late Receipt 4

Incomplete Information 7

No Longer Director 27
Number in Data Analysis 443 108

8Some overlap inevitable between first and second mailings

y this section, two measures of uncertainty are operationalized.
Next, three measures of iinkages (and some components) are set Iortn,

followed by z single item indicator of traditionalism. Finally, several
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environment. These items are based on the common assumpticn that com-
plex, unstable and unpredictabie environments generate uncertainty.
According to Aldrich (1979:110), a special concern with investigators
adapting an information nerspective is the impact of uncertaintyv on the
ability of organizational participants. The items included are
intended to measure the impact of various sources of uncertainty on the
ability of directors to make decisicns.

The seven items are listed below. The first three are adapted from
items used by Leifer and Huber (1977:240); the last four are of a simi-

lar. but more general. form:

1. How often are there changes in the socizal, economic and
political conditions outside your cooperative which
directly affect board decisions?

2. How often do you need to gather information from some
person or organization outside vour cooperative in order
to make a decision?

3. How often do vou feel uncertain about the results of
board decisions?

4. How often are the plans made by the board affected by
changes in government policies and regulations?

5. How often are the plans made by the board affected by
titor

lack of knowledge of compe s' actions?

z = b M 1 1 o ~ L - N -~ o~ v o -
Ad. How ofren are board nians affected by rapid and unpre-
dictable change in the farm economy?

= I ANTT = I = P T AEE A~ Tawr  ammm S ~ S ..
7. How often are boarc plans affected by rapid and unpre-
dictable changs in the general economy?
1 econom

{never) to five (o

directors by summing indivicdual uncertainty scores. XNext, the responses
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score. The alpha reliability coefficient for these seven items is .68.
The average inter-~item correlation is .28.

The next set of items reflects a problem-specific approach to uncer-
taintv. A battery of potential problems was identified by individuals
closely associated with or knowledgeable about cooperatives. Each poten-
tial problem is rated by the directors according to its seriousness on
a scale from one (no problem) to five (serious problem). The 20 poten~

tial problems which directors are asked to rate are listed below:

public/consumer relations
competition from other cooperatives

competition from noncooperative businesses

dominance by regional cooperatives

obtaining energy supplies

availability of transportation

recruiting new cooperative members

retaining old cooperative members

obtaining quality personnel

marketing cooperative products

technological changes

urban encroachment

13. corporate control of agriculture

14. national economic conditions

15. changes in cooperative enabling legislation

16. availability of credit

17. government legisiation related to farm price programs
18. government legislation related to production controls
iS.  govermment Tegisiation relat

-
= QWO SO~

=~

o
N

ec o credli policies
20. government legislation related to environmental and safetly

C1i g2
1 3 [a) - & . - 3 ~
theixr Cooperatlve. ine mosT Irequent responses, In order, are: trens—~
b m S A A~ P N T o At o e e re ~mmte AT AmAaAvasd Al AR al At~
yu-h L—Q\_d—vkk’ Al L\—bb{v ’ o\./'\—LLLAAA\.—ALl- A.\..D\A‘(A\—A-VLLO’ A - Al L T ] N A e s e b o b o

3 = £ - T3 < - T - -y + -
credit, and inflation. ALl of the 20 problems listed above ars men-—
h) - K - PR — - e P S, — - PR . RS £om o
Lroned DY Some ¢1¥eCiOYSsS &8 Zmonz fne Ionp WO DYOHiEms IaCing




55

A summated score is calculated for these 20 dimensions for each
respondent. The alpha reliability coefficient for the grain elevator
cooperatives is .85 with an inter-item correlation of .22. The alpha
reliability coefficient for the rural electric cooperatives ig [R5 with
an inter-item correlation of .21. These reliability coefficients indi-
cate consistency among the respondents about the order of seriousness
of the problems. The responses are also aggregated by cooperative to

obtain a board score for problem-specific uncertainty.

Linkages

Linkages are measured on two levels: individual (director) link-
ages and organization (cooperative or board) linkages. On the first
level, the concern is with the number of memberships which individual
directors have in various organizations: (1) general farm organiza-
tions, (2) farm commodity organizations, (3) cooperatives, and (4) local,
nonagricultural organizations such as civic, political, educationzal,
social and fraternal organizations. In the data analysis, these four
categories may be considered alone or summated for a total linkages
score.

The list of general farm and commoditv organiz
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in the questionnaire which is reproduced in Appendix A. The commodity
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organizaticon memberships are legitimate "bridges to extericrity
T hi 1 - Ny vvmns = O -~ 3 RN ~ - R e =z
(Mueller., 1979:1). Cne wav in which boards combat excessive ''interior-

T - o 3 thesoh s
In some organizaticns, this may be accomplished thircugn responsible
stewardship of "outside" directors ovwgagoﬂ in primary career activity
stewarasghip oI outsice direct rs engaged 1In primary careey aciUIiviLy

cooperatives, this might be accomplished by the 1

directors themselves in diverse external activities
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linkages in favor of the directors of grain elevators who are farmers,
but this will be addressed later.

Individual linkages serve as a means of gathering information.

They are also a measure of the "exteriority' of directors. In one sense,
these linkages reflect an information view of the environment. They may
also refiect a resource dependence view, if information ié interpreted
as a resource. As with several other concepts, individual lirnkages are
aggregated for each cooperative in ordexr to obtain a measure of becard
linkages. This aggregated measure of individual linkages fits more

he resource dependence perspective.

Linkages are also approached on the organizational level. On this
level, there are two dimensions. The first is the number of organiza-
tions in which the cooperative has membership or affiliation. This
information was provided on the information sheet completed by the
cooperative managers (Appendix B).

The second measure of organizational linkages is derived by summing
the number of professionals and consultants hired by the board. This
admittedly indirect measure of linkages is intended as a proxy measure
of "external or outside' directors. Since cooperatives are prohibited

d
from having voting nonmembers on their boards, hired professionals and

consultants might serve in some capacity in lieu of "outside' direc-
tors. These business proiessionals and consultants inciude the follow-
ing: auditer, attorney, business management consultant and Tother

business professionals' specified by the manager.

T

raditionalism

Tracditionalism is measured by responses to a single statement:

T

Cooperatives should function according to the tradit: ] : ie

QO

£ cooperation. Directors were asked to respond to tnhis statement on

five-pocint scale ranging from one (strongly agree) to five (strongly
disagree). Several other attitudinal questions wers intended to measure
h

ece items nroduced verv low inter-item correla-—
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the best measure of traditionalism because it refers to the best known
ideology of cooperatives: the traditional (Rochdale) principles of
cooperation. While some directors might not be able to cite these prin-

it is unlikely that 2any have not heard reference to them.

Competition

Competition within trade area is assumed to increase director
uncertainty and organizational linkages. However, competition was
operaticnalized on the organizational level only. The managers of each
cooverative were asked to indicate (1) the number of cooperative compet-
itors within their trade area and (2) the number of noncooperative com-
petitors within their trade area. Level of competition thus corresponds
to the actual numbers provided by the managers. Cooperative and non-
cooperative competitors are kept distinct as two separate measures of
competition. It 1s a resource dependence idea that competition might
increase uncertainty. It is also assumed that competition might
increase the perception of uncertainty, although perceptions may be
less important in a highly competitive market (Aldrich and Pfeffer,

1976:92).

Organizational Type and Structure

[

-
TVt
7

g

e is operationaliized hy distringuishing the rural electric from

the grain elevator cooperatives. Several structural concepts are also

k) oy JPEEN - -~ -~

used. The firsi, organizational size, is measured by (i) annual doiiar
volume of business and (2) number of cooperative members. The second,
age of the cooperative, is measured by vears since incorporation. The
third, tenure of manager, is the number of years the crganization has
been served by the current manager. These data were provided by the

cooperative managers.

Uncertaincy and its correlates will be examined firsi, on both the
K b, - bR ] ~ Ry PRI 1 T o ame T Ty e TSt A~ P2 B Y - -
InQlvicuasr ana tine organizéiidnal weved. Z\e_u_, 1iTIKages wiula C¢ eXxam—



58

CHAPTER 1IV.

DATA ANALYSIS

In this chapter, data will be presented to test relationships out-—
lined in Chapter II. In the first section, the focus is on the corre-
lates of two measures of uncertainty. Correlations are calculated cn
both the individual and the aggregate (board) level. In the second
section, the focus shifts to linkages and the analysis is restricted to

the organizational level.

Uncertainty and its Correlates

(oY

- - PRV £ e B -~ -1 - £3 5 R
wO measures ox Lcerta_x.ut_y are empalyed. The first is an informae-

tion view which reflects the conditions which impact the ability of

directors to make decisions. Tne second is a problem—specific approach

to uncertainty. In both cases, a series of items are summed in order to
cbtain an coverall measure. The coperationalization of these concepts was

discussed in the previous chapter.

The Components

The components of the two summated measures are of interest in

themselves. Therefore, before analyzing overall uncertainty correlates,

the individua!l 1tems wWiil be 2naliyzed. lhese iiems =re sublecTted o &
- - AT er o~ = - - ~ -~ = - = T
one-way anzlysis of wvariance by type of cocoperative. This serves the

dual purpose of illustrating the relative importance oi the components
and major conirasts between the rural electric cooperatives and the

grain elevator cooperatives

Perceived Environmentcel Uncercainty The questions measuring

-

perceived environmental uncerizinty were of the general form "How often
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Table 4. Components of perceived environmental uncertainty measures by
type of cooperative
GRAIN RURAL
TAT YT AT A habdhefalahahfials ATTITIM AT T
LLLYALUVND 2034 L NV D ARSI VoV Ey
SOURCE OF UNCERTAINTY X RANK X RANK X F P
Changes in government 2.65 5 3.47 1 3.11 95.1 <.0001
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rural electric cooperatives and their directors are embedded in a farm

economy, even though not as directly as the grain elevator cooperatives.
Despite the extreme difference on the individual uncertainty indi-

cators between rural electrics and grain cooperatives, the summated

uncertainty score does not differ by type of cooperative, even though

in six of seven cases the grain elevator directors are more uncertain.

This seeming anomaly is explained by the extreme impact which government

policies and regulations appear to have on the rural electric coopera-

tives.

fic Uncerteinty The cooperative directors were

93
¥R

Procblem-Spec

provided with a list of 20 potential problems and asked to rank each
according to the extent to which it is currently a problem on a2 scale
from one {(no problem) to five {sericus prcblem). These problem-specific
sources of uncertainty are listed in Table 5 from most to least impor-
tant overall source of uncertainty. Rankings and mean scores, obtained
from a one-way analysis of variance, are also provided for each tvpe of
cooperative.

Government safety and environmental regulations top the list as
the most serious problem currently faced by the cooperatives. These
regulations are the most serious problem for the rural electrics and
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Transportation, the most serious problem currently
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elevators, is ranked twelith by the rural electric cooperaiives. Trans-
» constitutes the most extreme difference between the two tvpes
of cooperatives. The difference is, of course, statistically signifi-
cant. Ratings which differ at a statistically significant level (K.03)
between rural electrics and grain elevators are indicated by an asterisk

in Table 5.

It is notable th the probliems which relate to farm-specific areas
(such as farm price progcrams and corporate control of agriculture) are
ranked quite similarly by rural electric and by graim elevator direc-

AOE - - g - - ~ e m mm e [ PR ey = am e L0 Dy . P DR, R L - -
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Table 5. Components of problem-specific uncertainty measure by type of

cooperative
GRAIN RURAL
LLEVATOR CLECTRICS CVERALL

POTENTIAL PROBLEM MEAN RANK MEAN RANK MEAN
Government Safety and Environmental

Regulations 3.85 2 4.33 1 3.96%
Availability of Transportation 3.96 1 2.59 12 3.64%
Naticnal Economic Conditicas 3.56 3 2.83 2 3.62%
Obtaining Energy Supplies 3.47 4 3.63 3 3.51
Changes in Enabling Legisliation 3.25 5 3.44 4 3.29
Government Credit Policies 2.55 16 3.43 5 3.06%
Government Farm Price Programs 3.07 7 2.98 6 3.05
Government Production Controls 2.97 S 2.96 7 2.97
Obtaining Quality Personnel 3.00 8 2.74 10 2.94%
Competition from Noncooperatives 3.11 6 2.29 15 2.91%
Technological Changes 2.77 12 2.74 9 2.76
Public/Consumer Relations 2.61 13 2.63 11 2.621
Availability of Credit 2.53 14 2.81 8 2.60%
Competition from Cooperatives 2.80 11 1.51 20 2.48%
Corporate Control of Agriculiture Z2.51 15 2.35 14 2.47
Recruiting Naw Menmbers 2.£9  1g 1,74 17 2.31
Marketing Cooperative Products 2.45 1S 1.70 18 2.27%
Urban Encroachment 2.18 18 2.51 13 2.26%
Dominance by Regional Cooperatives 2Z.20 17 2.09 i6 2.17%
Retaining O0ld Members 1.87 20 1.53 15 1.75

Indicates significant difference at .05 level or greater between
rural electric cooperative and grain elevator cooperatives.
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cooperatives and their directors are embedded in a rural, farm-based
social and economic environment.

When the 20 uncertainty rankings are summed, the directors of the
vural electric cooperatives score significantly (p=.033) higher on
uncertainty. This contrasts with the previous information-related view
of uncertainty in which the directors of the grain elevator cooperatives

were somewhat (although not significantly) more uncertain.

Uncertainty and Linkages

Individual level linkages consist of memberships which individual
directors have in (1) general farm organizations, {(2) farm commodity

organizations, (3) cooperatives, and (4) local, nonagricultural organi-

-~ Sae 4 1 -
cal, educational, sccial and fraternal

zations, such as civic, polit

H

organizations. Past and present directorships oif cooperative and non-
cooperative organizations is also included as another measure of link-
ages. Two measures of organizational linkages are also used: (1)
ccoperative corganizaticnal memberships and affiliations and (2) business
professionals and consultants hired by the board.

The effect of organizational type will be controlled throughout the
data analysis. However, before proceeding, some key differences between

rural electric and grain elevator cooperatives will be reviewed. These

1,

ifferencee ave rewvezied im 2 One-wAaV aNAaIVsis 0L variance ov v
cooperative. First of all, the directors of the rural electric coopera-

tiveg have more board experience than the directors of the grain ele-

vator cooperatives. Szcond, the directors of the rural electric cooper-
atives alsc have more individual organizationzai linkages. This is
interesting because It was mentioned earlier that the 1ist of commodity
crganizations in the gucesticnnaire might bize the totzl number of Iink-
ages in favor of the grain elevatey diregtors. In fact, the directors
of the rural electrics have more totel memberships in farm commodity
organizations. This is understandable when it is reccgnized that zll
but two of the directors oI the rural electrics are farmers earning at
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Third, on the organizational level, the grain elevators have more
cooperative organizational memberships whereas the rural electrics hire
more business professionals and consultants. Furthermore, the rural
electrics have managers with greater tenure and are much more likely to
have formal plans and procedures for communicating with members.
Although type of cooperative will be taken into account throughout the

data analysis, these differences should be kept in mind.

Perceived Environmental Uncertainty Zero~order correlations are

calculated between perceived environmental uncertainty (the first mea-

ure) and linkages om t he individual level, the board
level, and the oxrganizational level. The board level consists largely
of individual level data aggregated by cooperative., First-order partial

correlations are &aiso calculated controiling for type of cooperative.

Individual Director Linkages In addition to "organizational

linkages" in which the four categories listed above are summated (gen-
eral farm organizations, farm commodity organizations., cooperatives, and
local, nonagricultural organizations), three additional correlates
include (1) board experience--past and present directorships in coopera-
tive and noncooperative organizations; {2Z) cooperative memberships-—a
subset of organizational linkages; and (3) local, nonagricultural orga-

— — —_———1 -1 2 - At - h
1

— RPN SR U - e - - - s - C 1
LICUET L DL UDT T alluLiletl DuudeclL Ul

nKa

U

[

=4
b

P U e
UlralirZza o Lullal

(o

The two subsets——coop memberships and local, nonagricultural orga-
nization memberships—-are weaklyv associated with perceived environmental

Contralling for rype in the firet—order partial
appreciably alter the associations. The direction of the associations
is such that linkages are positivelv associated with uncertainty. Thus
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Board Linkages Perceived environmental uncertainty and the

individual measures of linkages are aggregated by board and the same
relations are tested using zero-order correlations and first-order
nartials. controlling for tvpe. Onlv the total linkages measure (orga-
nizational linkages) and board experience are aggregated. Once again,
board experience is not related to perceived environmental uncertaiaty.
The positive correlation between perceived uncertainty and organiza-
tional linkages holds on the aggregated lievei. Ard once again, control-
ling for type of cooperative does not appreciably alter the relation.
The correlation coefficients are higher. but the probability is lower,

which reflects the smaller n.

Cooperative Linkages Cooperative linkages consist of

external organizational connections. Two messures are used. The first
consists of the memberships which cooperatives have in other organiza-
tions; the second consists of the sum cof externzl professionals and
consultants emplioved by the board. This measure assumes that while
cooperative boards may not legally have 'cutside' directors, the uncer-

tainty reducing functicn of

4
(o2
2
wn
41
8]
)
n
"

"3
~
0
h (1]
)
n
0
s
3]
3
3%
I—l 0
[£)]
£,
o
o
=]
=

(0e}
o
ot
o
)
=
I.J
3
w
o

auditers, atterneys or othe

orne (SRS
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of significance are also reported in Table 6.
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Table 6. Summary of zeroc-order correlations.and first-order partial
correlations (comntrolling for type) between measures of
uncertainty and linkages

PERCELVED PROBLEM
ENVIRONMENTAL SPECIFIC
UNCERTAINTY UNCERTAINTY
LINKAGES ZERO-ORDER FIRST-ORDER ZERO-ORDER FIRST-ORDER
INDIVIDUAL LINKAGES
Directers {n=443)
1l. Organizational r=.,132 r=.,131 r= .225 r = .217
Linkages p=.003 p=.004 p= .001 p= .001
2. Board Experience ns® ne r= .13 r = _114
p= .005 p= .016
3. Coop Memberships r= .08 r=.081 r= .,260 r = .247
p= .06 p = .051 p= .001 p= .001
4. Local Nonagricul- r=.092 r=.091 r= ,148 r = .139
tural Organizations p = .0485 p = .052 = ,008 p= .01l1
Boards {(n=117)
1. Orgeanizational r=,192 r = .,193 r= .355 r = .320
Linkages p = .022 p = .022 o] .001 p = .001
2. Board Experience s ns T = 287 = .227
D= 001 »= .00
COOPERATIVE LINKAGES (n=117)
i. Coop Memberships r= .127 r = .,171 as ns
p=.0 p = .0338
2. Employed Professionais =ns s ns ns

SNonsignificant.
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previous measure of uncertainty. Their direction is consistent with
the previous measures, such that problem-specific uncertainty is posi-
tively associated with individual director linkages. Once again, the

direction of the association that was hypothesized does not hold.

Board Linkages As with the previous measure of uncertainty,
problem-specific uncertainty is aggregated by board. Zero—-order and
first-order partial correlations are calculated for this aggregate
measure of uncertainty and the aggregate linkage measures. This proce-
dure yields the strongest correlations yet obtained--somewhat stronger
for organizational linkages then for board experience The relation

holds, at a slightly lower magnitude, after controlling for type.

Cooperative Linkages Neither cooperative organizational

affiiiations and memberships nor the external professionals employed
by the boards are associated with the aggregated measure of problem-

specific uncertainty.

Sumnary of Linkage Correlates Both measures of uncertainty are

correlated with the measures of linkages, but in an opposite direction
than expected. Linkages are associated with greater uncertainty. The
problemspecific measure is a more concrete assessment of uncertainty
and this may be the reason for the stronger correlations. However,
such an interpretation is largely speculative. It should be noted that
the correlations are of a weak magnitude (the strongest of all is .35}

*Ihae porralatisn coefficients will niace

The ccooperative managers provided estimates of the number o

th

= . - vy &3 3 3 AT + S~ -
vo and nonegornerative comnatitare with whion their cooperacive

. Competition ig measured on only the organizational level.
Zero-order ccrrelations between two levels of competition ancd the two
partial correlations, controlling for type, are likewise quite insignif-

icant. Thus, the second hypothesis that level oI competicion wiil be
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positively related to uncertainty does not hold; there appears to be no
notable relation between perceptions of uncertainty and level of cooper-

ative competition.

Uncertainty and Size

The cooperative managers also provided information on annual dollar
volume of business and number of cooperative members. These two figures
are used as measures of size. Correlations are calculated on the orga-
nizaticnal level so as to control for possible bias introduced by the
large variance in number of directors per cooperative if the analysis
were conducted with the individual as the unit of analysis.

The correlations of the size measures with the first measure of

nsignif nt (Table 7)

b

uncertainty are . A negative zero-oxder correla-
b

tion between dollar volume of business and problem-specific uncertainty
is reduced considerably after controlling for type. The zero-order

correlation between number of members and problem-specific uncertainty

£
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s qu or type of cooperative.
Problem-specific uncertainty is greatest in cooperatives with fewer
members. However, these correlations are weak and should be interpreted

with caution.

Tra
scale. Directors were asked to respond to the statement: ''Ceoperatives
should function according to the traditional principles of cooperation.’

Correlations are insignificant in the case of the first measure of

(84
vy
[0}
0O

ase ¢f preblem-specific uncer-

tainty (Table 7). The direction of the relation is such that uncer-
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Table 7. Zero-order and first-order partial correlations (controlling
for type) between measures of uncertainty and competition,
size and traditionalism

PERCEIVED PROBLEM-
ENVIRONMENTAL SPECIFIC
UNCERTAINTY UNCERTAINTY
CORRELATE ZERO—-ORDER FIRST-ORDER ZERO-ORDER FIRST-ORDER
Competition
Cooperative Cempetitors .02¢ .039 ~.066 L0412
Independent Competitors .035 .038 -.055 -.016
Size
Dollar Volume of Business .025 .033 .042 .031
Number of Members -.056 -.081 .029 -.14
Traditionalism (Should -.01 ~.007 ~.095" -.119
cooperatives function p=.031 p=.012
according to the tra-
ditional principles?)
“Levels of probability reported only for those correlations signif-
icant 4t Lne .00 level ul 1e35.
asscciated with uncertainty. Parcepticns of uncertainty correlate

Tn the next section, the analvsis shifts from the perceptual to

v

the organizational plane. Correlates of linkages will be examined on
the organizational level. At this point, it is assumed that linkages
as outliined by the resource depen—
dence perspective, independent cof the recduction in the percepiion of

UncercTainty
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Cooperative Linkages and Correlates

In this section, linkages are viewed as an organizational attri-
bute--a property of the organization, not directors. Correlates will be
examined for three types of linkages: (1) board member organizational
iinkages; (2) cooperative organizational linkages; and {(3) cooperative
external linkages. Board member organizational linkages consist of
individual director organizational memberships and affiliations.
Cooperative organizational linkages consist of organizational member-
ships and affiliations of the cooperative. Cooperative externmal link-—
ages consist of business professionals and consultants employed by the
board. These measures are identical to the linkages measures used

in the previous section of the data analysis.

Zero~-0Order Correlations

Zero-order correlations are calculated first between the three
measures of linkages—-bocard member organizational linkages, cooperative
organizational linkages and cooperative external linkages—-and seven

organizational variables. These variables include: type of cooperative,

IS
tenure oI

manager, age of cooperative (vears since incorporation),

s 2

number of members of cooperative, annual dollar volume of business of
T

Board Member Orgenizetional Linkages This iinkage measure is an

aggregate of individual directors' organizational memberships and affil-

iations. It is essentially the same measure used previously. The zero-

order correlations between this linkage measure and the seven organiza-—
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Cooperative Organizational Linkages This linkage measure con-

sists of the number of other organizations with which the cooperative
has membership or affiliation. Tenure of manager (years with coopera-
tive) and type of cooverative are stronglv correlated with cooperative
organizational memberships and affiliations (Table 8). The direction of
the relation is such that cooperatives with fewer years of manager
tenure have considerably more organizational connections. Grain eleva-
tors also have more organizational memberships and affiliations than do
the rural electric cooperatives. In a word, they are better integrated.
Remember. however. that as individualis. the rural eiectric directors are
better integrated. Number of cooperative members is negatively associ-
ated with this measure of linkages (the fewer members, the more connec—

tions).

Number of cooperative competitors and, to a lesser degree, the
number of independent competitors is positively (and significantly)
correlated with linkages, as is volume of business. Age of cooperative
(years since incorporation) is negatively associated. Although the
relationship is somewhat weak, younger cooperatives tend to have more

linkages. Younger cooperatives would include new organizations fcormed

(o]

utright and new organizations resulting from merger or consolicdation
the organizational varizbles which are specified are sig-
nificantly associated with this measure of linkages.

-

sist of the number cof professionals and other business consultants
employed by the board. Tenure of manager and age of cooperative show
fairly strong, negative correlations with this measure, i.e., newer
cooperatives with newex managers have the most linkages (Table 8). Both

correlations are negative. Number of cooperative members anc annual

v rAtrA- A vivral AT A AT A ,\AA.\A-—Ac—ﬂvv»\n nnwo mAara ovf-/:n—no: 13 miramrnc
SOVCVCT, ST TUTZL CCClTL oI =z ot SWTSTTZL LT ZZ2E .
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Table 8. Zero-order correlations between three linkage measures and
organizational attributes

BOARD COOPERATIVE COOPERATIVE

CORRELATE: LINKAGES ORGANIZATIONS EXTERNAL LINKS
Volume of Business r =-.154 .319 .216

n= 110 110 110

p= .053 .001 011
Number of Members r =-.075 -.415 370

n = 100 1¢0 100

D= .228 .001 001
Age of Cooperative : r = .084 -.174 -.317

n= 108 108 108

p= .192 .035 .001
Tenure of Manager r = .028 -.615 -.439
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p = .388 .001 001
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0f the seven variables, only the number of independent competitors does

not correlate with linkages at a statistically significant level.

First-Order Correlations

Next, Iirst-order correlations are calculated IOr the same varia-
bles. Tvpe of cooperative is extracted from these correlations. This
is done primarily because, on the individual level, type is a strong
determinant of individual linkages. It seems that this rejation may
hold on the organizational level. The correlations will be analyzed

in the same order as before.

Board Member Organizational Linkages Controliling for type

increases the strength of the relationship between number of cooperative

b

members and number of cooperative competitors. However, it decreases
the relationship between number of independent competitors and linkages
and between volume of business and linkages. The remaining two varia-

bles--age of cooperative and tenure of manager--are changed very little

v controlling for type (Table 9).
Cooperative Organizational Linkages After controlling for the

effect of type of organization, tenure of manager becomes even more
important. The relationship between age of cooperative and this mea-
sure of linkages alsc increases in importance. The relationship between
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statistically significant. The correlations between linkages and volume
of business, number of members, and independent competitors are reduced

Ccoperative External Linkaces Tenure of manager, voiume of

effect of age cf cooperative remains about the same and the effect of

aumber of cooperative members decreases siightly (Teblie 5. Im th

case, type ¢

(&1
0
o
o
9]
o
~
[13]
rt
(B2
<
o
8]
]
)
Pt
1=
rt
cr
'—l
o

confounding influence on the



73

Table 9. First—order partial correlations (controlling for type) between
three linkage measures and organizational attributes

BOARD COOPERATTIVE COOPERATIVE

CORRELATE: LINKAGES ORGANIZATIONS EXTERNAL LINKS
Volume of Business r = -.062 .113 .312

n= 109 109 109

p = .261 .119 .000
Number of Members r = -.299 -.068 .338

n = Gs 99 99

p = .001 . 249 .000
Age of Cooperative r = .103 -.268 -.312

n = 107 107 107

p = .143 .002 .000
Tenure of Manager r = -.015 -.664 -.482

n = 105 105 105

p = .438 .000 .000
Cooperative Competition r = 184 191 .382

n = oz o3 03

D = 37 032 000
Independent Competiticen r = -.12%6 i2¢ 165

o= 54 04 A

5= .10 .105 .05%
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Multi-Variable Approach

In order to obtain a more accurate weighting on the contribution of
each of the seven variables to the linkage measure in question, the
seven variables are regressed on each linkage measure. Pairwise dele-
tion of missing data is utilized because listwise deletion greatly
reduced the number of cbservaticons and distorted the relaticns found
with the original zero-order correlations. The results will be dis-
cussed in the same order as before (Table 10).

Board Member Organizational Linkages The seven variables

explain only 24 percent o

-h

the variance in board member organizational
linkages. Type is the most important contributor. As noted earlier,
the rural electric boards have the most linkages. Number of members,
cooperative competitors, and age of cooperative also contribute some-
what. Volume of business is a function of type only. In all, this
linkage measure is not well-explained by the organizational variables.

Cooperative Organizational Linkages The seven variables explain

70 percent of the variance in this linkages measure. Tenure contributes
the most, followed by type. The direction of these correlations are
notable. Tenure of manager, type of cooperative, number of members, and

age of cooperative are negatively associated with cooperative organiza-

=
o}
3
m
I—l
I—J
50
=)
=
o
Q
®
s
.._]
o)
o
ot
}-l.

s, grain elevators, cooperatives with less mana-

. .. e . ~ e . B
ger trtenure, WiLIO IeweX mempeXs, and younger ¢crganizallens nave more
iinkaces larcer vn:nme cf

N

petitors are positively associated with cooperative organizationzi link-

5
wn
193]

At AE [, S, Tem A~ AmAasTIrA AnertAavema Tl T J Al Aa
e&\'ekkb S de LALe v A J.\.,e EEE R MVVLJ\—A.Q\-.A.V\_ L e Y ey o e A b

'CJ

~\
2
g,
o
®
H
o)
F
.
3
Q
h
o
n
0
H
o)
=)
w
l._l
()
f
3
o9
o
o
)
H
3
{0
0
o
0
o)
o]
®
c
H
ot
ﬁ
r
%)
o
8]
ie}
H
(o)
<
1)
o}
o
]
o,
9



75

Table 10. Regression of seven crganizational variables on three
measures of linkages

to

VARIABLE R R N

Board Linkages

Type of Cooperative .256 .065 117
Number of Members .385 .149 107
Cooperative Competitors . 465 .216 96
Age of Cooperative . 489 .239 115
Independent Competitors . 490 241 97
Tenure of Manager 491 241 113
Volume of Business a a 117

Cooperative Organizational Linkages

Tenure of Manager .619 . 383 113
Type of Cooperative . 807 .652 117
Volume of Business .833 .694 117
Number of Members . 834 .696 107
Cooperative Competitors .835 .697 96
Independent Competiters 835 .698 97
Age of Cooperative .835 858 il
Cooperative External Linkages

Tenure ¢f Manager - 43¢ isz ii3
Number of Members .673 452 107
Cooperative Competitors .716 .513 56
Ace of Cooperative -729 .512 115
Independent Competitors .735 541 67
Volume of Business . 740 <548 137
Type ¢f Cccperative 743 .553 17
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The seven organizational variables explain only 24 percent of the
variance in board member organizational linkages. Type explains the
most with the rural electric boards having the most linkages. The seven
variables explain 70 percent of the variance in cooperative organiza-

tional linkages (organizational memberships and affiliations). Tenure
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most. Tenure of manager also contrib-
utes the most to the explanation of cooperative external linkages. The
seven variables tcgether explain 55 percent of the variance. Tt will be
recalled that this is the surrogate measure for "outside" directors. 1In

the next chea
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CHAPTER V.

DISCUSSION

The goal of this final chapter is to summarize the empirical infor-
mation presented, to draw implications from the results, and to suggest
directions for further inquiry. First, the results of the correlations
calculated on the individual level with the uncertazinty measures and
those calculated on the organizational level with the linkages measures
will be reviewed. Implications of the findings for the research problem,
decision making and organizational autonomv in an increasingly exter-—
nally controlled environment, will be drawn. The findings will also be
related to the theoretical perspectives. Finally, the need for
comprehensive approach to the study of cooperatives and their boards of

directors will be discussed. Scope must be increased in order to

develop a theory of cooperatives fcr the 1980s (Edick et al., 1980).

Results of the Data Analysis

In the first section of the data
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nalysis, individual (but not orga-
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to be significantly associated with two measures of uncertainty. Orga-
iizational measures. such as compefritrion and size of cooperative, were
not related to uncertainty
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ne first, Infcrmction-related measure. Despite this, the measures
vielded some similar results. 3Both measures revealed that the directors

are most sensitive to government policies, regulations and legislation.
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power plants and power rate structures. Five of the top eight probliem-
specific sources of uncertainty were also related to government policies,
regulations and legislation (Table 5). Government safety and environ-
mental regulations are the single most salient overall source of uncer-
tainty. In the case of the rural electrics, this would undoubtedly
inciude regulations governing power plants and, in the case of grain
cooperatives, regulations such as grain dust standards.

Aspects of the economy-—-local and natiomal--also loom large in both

approaches to uncertainty. On the other hand, competition has the least

fu

effect on board decisioms. Even as & prc c
tainty, competition is not rated especizlly highly.
Correlations were not in the hypothesized direction. Linkages were
found to be associated with high levels of perceived uncertainty. The
conclusion is not that linkages are dysfunctional in uncertain environ-
ments but, rather, that individual linkages are associated with greater
perception of uncertainty amcng these cooperative directers. As acknowl-
edged in the presentation of the theoretical hypotheses, there is a
rationale for expecting the relationship discovered to obtain. And,

certainly. the findings are consistent with common sense. By virtue of

-

their exteriority--their linkages with other organizational environments

S e e po—, s 4 b - 1
——directers with the most external crganizaticnal connections have

greater awareness of the complexity of their operating milieu (Mueller,
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environment of the cooperative is an interorganizational network, then
resources are obtained and uncertainty is reduced through the management
of crucial interdependencies.

For this reason, organizational linkages were next examined based
on the belief that linkages might reduce objective uncertainty, although
perhaps not the perception of uncertainty. Such a conclusicn is consis-
tent with the resource dependence view that under some conditions per-
ceptions are not important. For example, if an organization is severely
constrained by the environment, as in a very competitive market, then
perceptions may be less important (Aldrich and Pfeffer, 1976:92). It
is also consistent with an ecological view which would place little or no
emphasis on perceptions. Although organizational variables were
generally not associated with the perceptual measures of uncertainty,
the assumption was retained that cooperatives exist in a highly uncer-
tain environment and that, in keeping with resource dependence theory,
organizational linkages might serve to reduce objective uncertainty.

The next step, then, was to examine organizational correlates of
linkages. Board member linkages is an aggregated measure of individual
director organizational memberships and affiliations. Seven variables
explained only 24 percent of the variance in this measure. The greatest
contributor was type of cooperative with rural electric boards having
the greatest number of inmdividual linkages.

The next two linkage measures were orgenizational ievel measures—-
cooperative organizational linkages (the number of memberships and

affiliations which the organization has) and external board linkages
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Implications of Results for
Research Problem and Theory

The research problem was how can boards make quality decisions and
preserve organizational autonomy in a rapidly changing and unpredictable

environment which is increasingly dominated by extra-local forces. The
£

+H

literature review focused on the rcle of the board as a boundary spanning
unit, a function often filled informally in small, less complex organiza-

tions operating in homogeneous, although unstable, environments. The

function of the board as a boundary spanning unit is to help the cooper-
ative adjust to exogenous variables (Thompscn, 1967),

Data support the assumption that these local cooperatives are
dominated by extra-local forces and that intermal considerations are
less salient. FTor example, the first eight problems in Table 5 are
clearly beyond local control. Most of the problems which are subject
to loczl control, which are administrative concerns, or even which
involve interorganizational relations are in the bottom half of the
table. This supports the conclusion that the macro and aggregate
environments (Osborn and Hunt, 1974)--or the causal texture (Terreberry,
1968) is becoming increasingly important, even relative to the inter-

organizational field

Linkages were found to be associated with higher uncertainty. The
likely explilanation is that connections with the external envireonment--—
such as with other organizaticns--meke directors morz knowladgeable znd

aware of the complexity of their environment and less certain, because

cooperatives exist in an uncertzin environment. An alternative explana-

e

tion would be that individuals experiencing greater uncertainty engage
wn mere boundary spanning activity, but that it takes fime for the
uncertainty reducing or absorbing function to occur.

ifne otner correratlions witn uncertainty-—-traclitIicnallcsh and
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uncertainty measures (Tables &4 and 5). Traditionalism was associated
with less uncertainty, which supported the hypothesis. The correlation
was statistically significant, but very weak, so that any interpretation
is hazardous. This is even more the case since uncertainty was measured
by a single item.

On the organizational leyel was ms5 Y
associated with linkages. Two alternative explanations fcr this phenom
enon. are apparent. TFirst, less tenured managers may be more aggresive
in their approach to management, whereas more tenured managers are more
conservative. Second, and perhaps more likely, more tenured managers
may have already established linkages or not need them as much as the
less tenured manager who must establish linkages as a means of becoming
more fully integrated into the business which he must manage. Directors
may be best able to judge which explanation is most likely.

The fact that more tenured managers establish fewer linkages with
the external organizational environment has implications for the perform-—
ance oI cooperatives and the boundary spanning activities of boards.

As Osborn and Hunt (1974:235) point out, the organizational leader sets
the stage for environmentzl interaction and the strategy he chooses, in
large part, determines the interaction between the organization and the

task environment. More specifically,

. . . - 5 -

hief executives stress interaction with agents in
elevant environment, the probability of ascertaining
ate perceptions of envzronmentaL conditions and antic-
ng needed adaptation may substantizily increase. . . .
en the unit oI analysis is the o*ganlzatlon it 1s appro-
to view iInterorganizational inter ion in terms of
ecutive's orientation toward snch interaction
pothesize that it ispositively associated with or
1 ouvtcomes (Osborzm and Hunt. 1974.2%5).
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inis incerpretation of the role of managers tends to support the

decision making perspective. he association of percertions of uncer-
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affiliations also tends to support the decision making point of view.
That is, in uncertain environments, additicnal increments of information
may increase the absolute level of uncertainty (Nystrom, 1974). However,
thesz conclusions do not negate the resource dependence perspective.
While the manager may promote and guide linkages, the linkages themselves
are still of vital importance. Linkages may still reduce uncertainty,
although perhaps not the perception of uncertainty. Thus, under some
conditions, the resource dependence and decision making viewpoints may
be reconciled.
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tive of further inquiry. The measures of uncertainty, especially the
first, more general approach, clearly stand in need of refinement and
further testing before results could be conclusive. Indeed. the same
must be said for all of the measures. Furthermore, the magnitude of
most of the correlations was rather low. In view of these limits, and
the limits of the organizational population, these findings are offered
as hypotheses which might be tested in further studies of more diverse
cooperatives. Clearly, it would be advantageous to determine the amount
and level of linkages among cocoperatives of different tvpes. in di

1
ent geographical regions and economies, and at levels bevond locals.
apply zcross several tvpes and levels of cooperatives and between

domain.

The decision making perspective zlone is not sufficient because of

the critical impact of external, extra-leccal forces in the environment
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et limits o organizational ciscretion. In order to do this, the

decision making perspective must be supplemented, for example, with the
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decision making and cooperative survival under conditions of uncertainty.
Boundary spanning activity involves costs—-perhaps giving up some auton-
omy to win greater control over essential resources—-but the loss of
organizational autonomy may be necessary for organizational survival.

The well-being of members may require that some autonomy is sacrificed.
A rigid ideology of grass roots control may result in organizational

mortality.
Suggestions for Further Inquiry

Some support was found for the decision meking and resource depen—
dence views, but much of what the ecological perspective has to offer
was beyend the scope cof the present study. Scope must be increased in
order to develop a theory of cooperatives for the 15380s {(Edick et ali
1980). A theory of cooperatives would require that one (1) supplement:
cross-sectional survey data with longitudinal data; (2) focus on several
levels of units of analyvsis--the individual, the department or divisiom.
the organization, the dyad, the organizational network, and the organi-

zational population—-—-among orgenizations of the same or varving types;
o - 4 = b

<

(3) use diverse perspectives alone or in combination, as in the preseat
study in which three perspectives were used which can be a least par-
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study directors in relation to other elements in their immecizte and

task environments—-—managers, personrel. members znd consumers.
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generalizations. Much more can be learned by studying the organization
dyad, the organization network and the organization population. It is
essential to move from the organizational %o interorganizatiomal mea-
sures so that relations between cooperatives of different sizes and
types and between cooperatives and noncooperatives might be analyzed.
Diverse perspectives shouid be used alone, or in combination. In
the present study, three perspectives were used which, it was claimed,
could be integrated under the model of natural selection. To fully
evaluate this model it would have been necessary to have more fully
inciuded the ecological dimension. This model had th
Variations occur through innovation and through the creation of new
organizations through merger or consolidation. However, longitudinal
data would be necessary to document the rate of merger or consolidation.
Innovation would be more difficult to document, but estimates could be
made through a series of cross—sectional studies. For selection to
occur, there must be numerous variations among organizations and a high
rate of mortality. A fairly high rate of mortality does exist for
cooperatives, but documenting variations would require additional
research. Finally, the postively selecte

a
through some retention mechanism. Centrelized authority of the manager,

HHHHHH Lo mE Af e m e amAd o bean
conservatism of directors and & trad

2s retention mechanisms. However, each of these would tend to be mal-
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necessary to insure future survivel.

1y

inally, it would be heipful to study directors in relation to
other kev elements in their immediate, task and aggregate environments.
A

A study conducted concurrentcly with managers, direcrors and membDers

would reveal a great deal about roles and role expectations. Inter-
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If current trends continue, cooperatives that survive into the
next decades will be fewer in number and larger in size (French et al.,

1980:236-237). They will exist in a more unstable and more heterogeneous

environment. When a cooperative h

2

5]

Y nine to ten

emnlovees, ifts gtruc-
ture becomes more formal (Evers et al., 1976). As cooperatives grow in
size, they are more likely to establish functionally differentiated
boundary-spanning units. At such a time, some of the responsibility

for boundary spanning activities may shift from informal units, such as
the board, to formal units. Until then, boards will continue to fulfill
a vital representative function.

Meanwhile, organizations facing uncertainty will seek to reduce or

absorb it by establishing strategic linkages with the environment and

0

However, independence itself can cre
b
and Salancik, 1978:42). Interconnectedness itself may result in »prob-
lems. It is paradoxical that while organizations facing uncertainty

may Iincrease interdependence, as the number of firms in an organizational
field increase, the chances that interfirm linkages will improve the
situation decrease. At this pecin s

if it reduces the total number of linkages. The absolute level of inter-
connectedness may be decreased hy moves gnuch as merger and consolidation,

Thus, the conditions under which linkages of themselves are of v

alue to
the crganization are very situational.
Increasing corganizational interconnectedness and environmental com—
plexity appears to be a likely fcrecast for cooperatives. In terms of

1
the future of cooperatives, Trench et al. (1980:236-237) forecast the
foliowing: <fewer, but larger local cooperatives; the same number, but

e
larger centralized regionmal cooperatives; fewer, but larger federated

B . - B BN - S o — - . ars . ~ 3
TEgiOnaL Cooperatives; more and iarger mixed-tvpe cooperatives; more and
larger interregional cooperatives; and more joint ventures. If such 2

1& maneged rural coopera-—
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The cooperatives that will survive may have to sacrifice a degree
of local organizational autonomy. To a large extent, much control is
already exercised extra-locally. The well-being of members may take
precedence over local, grass-roots control. A rigid ideology of grass
roots control will most likely result in the demise of the organization.
At least in the short run, the board of directors of local cooperatives

will chart a critical course for their organizations.
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BASED ON YOUR EXPERIENCE, RANK THE FOLLOWING FACTORS WHICE MIGHT BE CONSIDERED BY

MEMBERS WHEN THEY ELECT CO0P DIRECTORS.

RANK ORDER:

- oapo
E ARE
TAR TAn AT
el Leag it LG
I U U
PRIV NS

~ AT
s

AN T A

(O30 SONRR TN N

L0 2nsure iean
CONTROLLING--
pians are I

MARTAMTD T
Al

o

I ING--matehd

(RANK FROM 1 TO & IN ORDER

SELECTION CRITERIA:

Experience in Business/Financial Affairs

Success at Farming

Participation in Community Organization

1]

OF IMPORTANCE.)

Knowledge of Markeiing and Supply Channels

Participation in Reglonal or State Level Organizations

IC, 30CIAL AND PCLITICAL CLIMATE, THE MOsST VALUABLE ASSETS FOR THI
R (PIEASE RANK FROM 1 TO 6 IN ORDER OF IMPORTANCE.)

Strons central manacement

Political clout

Affiliation with regional ccoperatives

Mombership ccop orsanizations (such as the Cooperative league,
Iewa Ins eic.;

large size

Tlexidility in operations
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15 POSSIBLE COOPERATIVE GOALS ARE LISTED BELOW. SELDCT WHAT YOU BELIEVE ARE THE FIVE
MOST IMPORTANT GOALS FOR YOUR COOP AND PLACE THE NUMBERS OF EACH IN THE BLANKS PROVIDED.
THEN SELECT THE LEAST IMPORTANT GOAL.

1. To increase the sales volume.

2. TU aciiieve o “Swooll running operatlon wiin narmonious
working relations and satisfied employees

MOST TMPORTANT COAL To maximi

ire tho Snecome of maotyan meml
ma¥imlze the 1nCome ©I DaIren o

2
4. To obtain the best possible returns on investments.
2nd MO3T IMPORTANT - . . i mi T ae o -
5. To maintain flexibility in operations.
3rd MCST IMPORTANT 6. To make a satisfactory net savings each year
o a L P\ Y
o maintalin present policies and practices to avoid risk,

7
Lih MOST IMPCRTANT 8. To achieve maximum operational efficiency.

serve members by providing a policing type of compe-
5th MOST IMPORTANT tion to other agribusiness firms.

10. Tc increase the area served by this cooperative.
update the facilities of this cooperative.

12. To maximize net savings of this cooperative.

LEAST TMPORTANT

T 3. To provide products and service at the lowest Drice.

1L, To »e a business leader in the area.

5. To build 2 good public image Tor the cooperative.

. To provide product information.

WITH OR USE THE FCLLOWING SOURCES CF TNFORMATION IN B0ARD PIAN-
; to 3 for each source listed below.)

TR TR
Javed

S

o

-

J Py

1 2 3 L 5

REGIONAL COOPERATIVES 1 2 3 & 5
EXTENGION SERVICE 1 2 3 L 3
1 2 3 L 5

1 2 3 L 3

L 2 3 - S

)
\n

i

[AV IR AN]
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\n

I0WA INSTITUTE OF COOPZERATION 1

TA AND REPORTT PRV
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AT T (ot o ot cm x
PERIOSICALE (wallace's Farmer, wall Sirect Journal, otc.) 2
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THE PROBLEMS LISTED BELOW MAY AFFECT YOUR COOP NOW AND IN THE FUTURE. INDICATE THE
ZXTENT TO WHICHE EACH FACTOR IS CURRENTLY A PROBLEM BY CIRCLING A NUMBER ON A SCALE FROM
1 T0 5. NEXT, INDICATE WHETHER YOU EXPECT EACH FACTOR TO BECOME LESS PROBLEMATIC (- )
TO REMAIN THE SAME (0), OR TC BECOME MORE PROBLEMATIC (+) IN THE FUTURE BY CIRCLING THE
ADBDH"‘D"""“ [adVaV hsTa R

I RO SERIOUS | FUTURE ]
R

POTENTIAL FROBLEMS: | PROBLEM TROBLEM|  PROZLEM?
Public/consumer relations 1 2 3 4 5 - 0 *
Cempetition from other cooperatives 1 2 3 b4 5 - 0 F
Competition from noncooperative businesses 1 2 3 4 s - 0 7
Dominance by regional cooperatives 1 2 3 L 5 - 0

Obtaining energy supplies 1 2 3 L 5 - 0 ¢
Availa®ility of troncperiation 1 2 > L 5 - +
Recruiting new coop members 1 3 4 5 - +

5

)
NN
W
&~

Retaining old coop members

}
o O O O
+

- . 5 - , - .
Chtaining quallty personnel 1 2 4 5 - +
MamlradtSmm Aammamann 2 orn mamades ad ~ bl I “
Morketing cooporative preducis Bl L - g

Technclogical changes

-
IS

Jrtan encroachnent

+
{25 T S TR o8 TN AV TN o0 ]
WoOWw W W W W W W
=

s o}

5 0
5 - 0 *
Corporate control of asriculiure 1 ; 5 - 0 +
Nziional econonmic conditions B L 5 - 0 +
Changes in coop enatling legislation 1 2 & 5 - 0
Availa®ility of credit 1 2 L 5 - 0

Government legislation related +o

. . . farm Drice Trogranms B 2 3 4 3 - 0 7

. . production conitrols 1 2 3 L 5 - 0

. . . credii policies 1 2 3 L 5 - 0

Oryivonman+Ta |l AamA mavasy recitlast Ans 2 3 L < - & +

AT ADR 5 M.‘p Vﬁ"" ‘"9 el TONATT TWMD ("Yﬁ“‘E\“L" ?!ct\'c Yo'? Cm?'ﬁ /D;—

(1)
N7
~N\
(27

FROZLEMS CONFRONTING YOUE
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3
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THE NEXT PAGES CONTAIN STATEMENTS RELATED TO COOPERATIVE PRINCIPLES, DECISIONS AND

OPERATIONS, AND RELATIONS WITH MEMBERS AND MANAGEMENT.

PLEASE INDICATE WHETHER YOU

(SA) STRONGLY AGREE, (A) AGREE, ARE (U) UNDECIDED, (D) DISAGREE, OR (SD) STRONGLY DISA-

GREE WITH EACH STATEMENT BY CIRCLING THE APPROPRIATE LETTER(S) TO THE RIGHT.

Cooperative Principles

n
O

1.

2.

Cooperatives should function according to the traditicnal
principles of cooperation

A cooperative's first responsibility is <o make as mmen
profit as possible.

All things considered, there is really not much differ-
ence betiween cooperatives an mpet

More emphasis should be placed on growih of a cooperative
than on service to menmbers.

Cooperatives musti engage 1
order to survive in today’

n both sSupply and marketiing in
S economic environment.

Public relations activiiies and responsibilities are as
necessary for cooperatives as for profii iype businesses.
Cooperative members should be gl
regardless of their volume of paironage.
The Dbigger a cooperative gets, ¢

to members’ need

y
1]
}s
o
1)
[0}
3
2]
R
7]
Vi
<
@
b
ot
Vi
4]

0

AS cooperatives
g 5

ncreace in size, ithey vecome less respen-
ron cmaller farms.

Yoy

Small scale Jarmers don't really benefit cooperatives.
larger farm operatlons benefii more from cooperatives
than smaller ones

larger membd
cooperative

success of +hls

Any qualified perscrn should be eligidle for directorship
whe<ner he/she is a farnmer or not.

nominated for a dire

Xnowledge abtout business is rmore important for successiul

directorship than rnewledge about farming

It i3 absolutely essential Tor a coorerative w0 have
sirong central management
It is not as ledge

nportani for directors to have Xnow
To

T managers.

BT T L L T I T R R S, o
Moncgoment should Se held mors responsible for cooperaiive
verformance *han the honrd

4
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Cooperative Decision Making

1. Board meetings very often involve debate on issues
viewed differently by the board and management.
2. Boards should make all important final decisions, not
managenent.
3. This board has considerable knowledge about the coopera-
tiveis strengths and weaknesses.
4., This board rarely ever changes or modifies management's
decisions or proposals.
5. This board is always in control of the cooperative.
6. Directors of this cooperative represent a wide diversity
of business experience.
7. This board bacses its appraisal of cooperative affairs
largely on data and reports provided by r"rag ment.
8. It is a general policy of this board to refer major
issues to members before making a final decision.
9. Wy views sometimes conflict with the beard as a whole,
10. The only time this board makes an imporient decision It
during a2 crisis.
11. 3Board meetings are usually smooth and harmonious.
12, Most directors of this cooperative do not raise questions
concerning icsues which ihey do not understand.
13. Most directors of this cooperative work hard to siay well
informed about the operations of the cooperative.
14. 1 always voice my opinions at board meetings even if they
are not popular with other board members.
15. Most directors of this cooperaiive iake an active part
in introducing new ideas.
16. This board is unanimous on nearly all decisions.
17, Coniilciing vises and Spind Thould he 2fved ar naam
meetings.
18, Disazgreement and differences of opinion ameng Toard members
mav resuli in better cdecisicns for the cocreratiive.
19. 3Board members wiih similar interesis and beliefs help
the cooperative io operate more etffectively.
Relaticne with Manacenment and Menbers
1. This board has compleie confidence in 1is mana<Lemsnt.
2. cf mutual consuliation detween

+his cooperative.

SA

SA

SA

SA

SA

SA

SA

SA
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How often are the »dlans made by th

98

It would be quite difficult for this board to discharge
a manager who has not performed well.

This board gives management support even on ideas on
which there 1s disagreement.

in this cooperative there i1s a great deal of informality
between management and the board.

In this cooperative, management and board desire to work
together but have fundamental differences on how to
achieve a common goal.

Most directors of ihis cooperative tend to get more
friendly than is necesSary with management.

This board does not review member complaints since this
is strictly a management matter.

All members should be abie to submit their complaints

directl y to the board without going through management.

of
forma71d with individual members.

HE RIGHT OF EACH QUESTION.

P
0 , °C
outside your cooperati

there changes in the seoclial
ions
y affect board decisions?

How often do you bellieve that the information you
have about the faciors ouiside your cooperaiive
is sufficient for decision-making?

o gather information from

+
1%
ation outside your cooperative
sion?

How often do you need
Some person or organiz
in order +o make a deci

P - £4 P o S -t Y - . N =
How aftan An way ool CRZCr LGl auuul Lile rEBULTS

o boaxd decisions?

How often are the pla

Jj cqangeq in govornment

e board affected
by lack of knowledge of competitors' actiions?

How often are board T ted by rapid and

How nften awa ha

from coop menbers?

f this cooperative try to discuss coopera-

-
4

fe]

o

[

SA

SA

SA

SA

SA

<

NEVER

™

Ny

AN

™~

[

Ny

UT CONDITIONS AFFECTING PLANNING AND DECISION-MAKING.
CONDITIONS ARE EXPERIENCED BY CIRCLIMG THE APPROPRIATE
THE
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Attitudes toward Agriculture, Politiecs,and Community and Public Relations

Most public officeholders are somewhat familiar with
cooperatives and usually support them with their votes.
Cooperatives should have political aciion committiees.

Most people have very little knowledge about the role that
cooperatives play in the agricultural economy.

Cocperatives rerresent enough voters to make political
action committees unnecessary at any level of government.

Most people in this community support this cooperative.
An individual farmer can usually meke betier farm manage-
ment decisions than a group of farmers or some agency.

The soluticn of the agricultural problem is going to deperd

upon each farmer giving up a part cf his independence,

Farmers must stick together in order to get things done even

if they have to give up some of their individual freedom.

A basic cause of the agricultural problem today is that too

£, > ~ -, v ~
many farmers go their separcie ways without regard for

other farmers.

Most local people are unaware of the contribution this
cooperative makes ito the local community.

Attitudes toward Director Liability

)

w

The legal siandards imposed on directors are generally not
spelled out in the siatutes, Lui are established by couri
decisions.

Courts may hceld directors personally liable for actilons

1}

teken by management under power delegated to them Dby the
board.

t nd board meetings would not be considered

o\,u\.\. .

of special meetings nead noi be given to directors.

A mawo*‘*J of u“e direciors have the right to remove one
o

1 secur;tle

D‘“ec‘o*s may te held liakl
o

e
.-
<

cf‘

ir treasurer a statemen
cf the cooperative at sach neet;ng.

s, 50 long as they act in good faith, are not pre-
ron ergaging in & business similar to that carried
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THIS PAGE CONTAINS QUESTIONS ABOUT YOUR EXPERIENCE AS A DIRECTOR AND BACKGROUND QUES-
TIONS FOR STATISTICAL PURPOSES.

1. For how

What 1is

3. For how
L what is
5. Are you

[}

many years have

the length of =

many years have

vou served as a director of this coop?
term on your cooperative board?
you been a member of %

1is cooperative?

years

currently 2 board nmember in another coor? (Circle number)

1 YES

2 NO —ﬁ If NO, have you ever been a board member in anotnexr
cooperative? (Circle number

AORXEEOPS
WORKSHOPS
ORIENTATION

OR
OR

1

2
3
~
i
5

EXFERIENCE AS
SCMZ OTHER FORM OF DIRECTOR TRAINING (wWhat?):

SHORT COURSES AT LOCAL IEVEL

SEORT COURSES AT REGIONAL OR STATE
¥ PROGRAM FOR NEW DIRECTORS

JUNIOR BOARD MEMBER

years

years

ary oc
1 FARMING

2 COOPERATIVE
3 MANAGER OF O
L QTHER OCCUZ
farm, DleagSe ans

sm T - o
UMEER O ACRES

—yra T T

Sulany e 2

= e
PR
T 25
~ =2
PEENES
T A
~ /T

cupation? ({(Circle number)
MANACE

THER BUSINECS

ATION (Wnat?):

el

,4
(o]
xn

Z,

35 THA
10 50 FmRCET
P
0 75 PERCENT
A~ e e
PRVERNEV IV G A VLNL B
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To which of these farm organizations do you belong? (Circle all numbers that apply)

IOWA FARM BUREAU FEDERATION

IOWA FARMERS UNION

IOWA GRANGE

NATIONAL FARMERS ORGANIZATION

OTHER GENERAL FARM ORGANIZATION (What?):

W W

To which of the following farm commodiiy organizations do you beleng? (Circle all
numbers that apply.)

IOWA DAIRY ASSOCIATION
IOWA CATTLEMEN'S ASSN.
I0WA PORK PRODUCERS ASSN.
IOWA SOYBEAN ASSOCIATION
IOWA POULTRY ASSOCIATION

IOWA TURKEY FEDERATION

I0WA CORN GROWERS ASSOCIATION

IOWA STATE VEGETABLE GROWERS ASSH.
OTHER COMMODITY ASSOCIATION(S) (Wnat?):

W FwWwH
\O 0~) O

Are you currenily a board member in any organizaiion other than a coop? (Circle
numbex)

S

-—————§ If NO, have you ever been a board member in any organization
other than a coop? (Circle number)

N =
84

1 XNO
2 YES =——> If YES, in how many
different organizaiions?

Have you ever or do you now hold a management posiiion in another organization,
ctaer than your own farming operation? (Circle number)

To how many d peratives do you currenily belong?
What is the highes: level of formal educaiion thet you have completed? (Circle
numnber)

1 1ESS THEAN HIGH SCZ00L GRADUATE

2 HIGH 3OHOCT. GRATUATRE

3 SCME COLLEGE

L COLLEGE GRADUATZ
Te how many local (monagriculturel) organlizations do vou be}ong? {Inciude civic,
political, elucatlonal, social, and fraternal organizations)

PR T X e
STgaeniiataonsd
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SOME QUESTIONS ABOUT YOUR ATTITUDES TOWARD THE IOWA INSTITUTE OF COOPERATION, ITS ACTIVI-
TIES, AND FUTURE PROGRAMS AND SERVICES ARE LISTED BELOW.

1. Please rank the three program areas of the Towa Institute listed below according to
the value of each for your cooperative, Assign the number to the most valuable
activity, 2 to the second most valuable, and 3 to the third most valuabie actlviiy.

2. Some services provided and aciivit
In the space provided, please rate
o

ies performed by the Iowa Insiiiute are listed
. e
accorcéing 1o

-

ach activiiy or service on a scale from 1 io 3
tive
“ 1=

by ¢ircling the appropriate number.

joo b

+5 value o your cooperativ

.. . Less Mor
Activity or Sexrvice: . . Ty
- Valuable Jaluadle
NOVEMBER ANNUAL MEZTING i 2 3 & 5
SEPTEMBER DISTRICT MESTING i z 3 L ¥
WINTER MANAGER/CIRECTOR WOR: 1 2 3 S 5
CO0P-A-GRAM ANWD LEGISIATIVE b 2 3 < 3
COLLECTION COF COOPERATIVE L 1 2 3 & 5
ANNUAT COOP MONTH PROMOTION 1 2 3 L S
YOUTH PROGRAMS b 2 3 = 5
POLITICAL REPRESEINTATION (NATIONAL LEVIL) 1 2 3 L g
POLITICAL REPRESEINTATION {STATE LIVEL) 1 2 2 ~ s
3. te, indicaite wheiner
Disagzree or (32) Sironzly
of ihe statenment.
A A i i st
TA A M n on
34 A v T SD
L. tute? (Cirele number)
3 I COLHRRIN
- [o'aYale}
AL
2 DA TR
P Sl
L POOR
[ like to cen Drovided Dy
5. ° X
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PLEASE FEEL FREE TO ADD ANY ADDITIONAL COMMENTS IN THE SPACE PROVIDED BELOW. WE'RE
INTERESTED IN YOUR OPINIONS ABOUT THE TOPICS COVERED IN THE QUESTIONNAIRE AS WELL AS
COOPERATIVE AFFAIRS AND ISSUES IN GENERAL.
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THE FOLLOWING ARE GENERAL QUESTIONS ABOUT YOUR COOPERATIVE,
TF SOME QUESTIONS AR NOT APPLICABLE TO YOUR TYPE OF COOPERATIVE, PLEASE INDICATE THIS,

ESTIMATE,

1 .
2.

3.

(02N (st

7,

M what year was this cooperative first incorporated?

M what year were you hired?

What was the total annual dollar volume of business during the last completed fiscal year?

Approximately what percentage of business was conducted with nonmembers?

What i the total number of members that telong to this cooperative?

Does Lhis cooperative have beanch facilities? (Circle number)

1

y

[+

NO
Y5 wgmeemm ey TE YIS, how many?

~——

~.

T How were they acijuired? (Circle all numbsrs that apply):

1 PURCHASE OF EXISTING FACILITLES
2 MERGER WITH ANOTHER ORGANIZATION
3 (ONSOLIDATTON

I (CONSTRUGTED BY COOPERATIVE

5 RENTED

6

SOME OTHER WAY (How?):

IFF YOU DO NOT HAVE EXACT ANSWERS, PLEASE PROVIDE YOUR BEST

SOT

With which of the following community orginizations, regilonal coopsratives, and cooperative organizations does this
cooperative have membership or business affiliation? (Circle all aumbers that apply)

O =

(@20 Nat

o2

MIDLAND 9 TIOWA GRAIN AND FEED ASSOCGTATION

FARMCAND (FARM ARCO) 10 CHAMBER OF COMMERCE OR COMMERCIAL CLUB
IAND O'LAKES 11 IOWA ASSOCIATION OF ELECTRIC COOPERATIVES
UNITRRD PURCHASERS 12 IOWA PETROLEUM DEALERS ASSOCIATION

BOONE VALLRY 13 IOWA INSTITUTE OF COOPERATION
AGRI-INDUSTRIES (FGDA) 14 AMERICAN INSTITUTE OF COOPERATION
COOPERATIVE LEAGUR 15 TIOWA CHEMICAL AND FERTILIZER ASSOCTATION
BANK FOR COOPERATIVES 16 OTHER(S)  (List below):

(Qiestions continue on reverse)



9.

Ioas your cooperative have a nominating committee for board electlons? (Circle number)

1 NO  =wee—e> [F NO, go on to Question 9
AR 4 (S IR Y [f YIS, answzr 8a and 8b

a, HOW T3 THIS COMMITTER SELKCTED? (Cirzsle number) b, WHO SERVES ON THIS COMMITTEE? (Circle all that apply)

1 APPOINTED BY BOARD 1 DIRECTORS

2 ELIGTED BY MEMBERS 2 MEMBERS

3 APPOINTED BY MANAGER 3 MANAGEMENT

o SOME OTHER WAY (How?): 4 OTHER (Who?):

Next, we need information on all board committees which were in existence on July 1, 1979. Bzlow please provide
(1) the nane of cach conmittee; (2) the yrar it was established; (3) a brief statement of its purpose; and (4) the
crgani zations and/br occupatinng represented by any committee members who are not also members of your cooperative.

YEAR COMMITTEE ORGANIZATIONS AND/OR OCCUPATIONS
COMMTTIER, NANE E3TABLT SHED PURPOSE _ REPRESENTED BY NON-COOP MEMBERS

(If otters, please list on a separate sheot of paper)

90T



10, Mow many other cooperative businesses with similar major product
lines oe¢ marketing conmodities are operiating in your trade area®

11. Mow many other independent businesses with similar major product

lines o marketing commodities are operating in your trade area?

12. In the last five years, has the number of organizations competing for your members' business . . . (circle number )

1 INCREASED
2 REMAINED ABOUT THE SAME
3 DLCREASED

12, In the last five years, has the level o competition in your trade area .

1 INCREASED
2  REMATNED ABOUT THE SAME
3  DECREASIED

13. Which of' the following business profess:onals and consultants have been employed by the board during the last

vear? (Circle all numbers that apply):

1 AUDITOR
2 ATTORNEY

3 BUSINIESS MANAGEMENT CONSULTANT

It INVESTMENT CONSULTANT

5 BUILDING CONSULTANT

6 OTHER BUSINISS PROFESSIONAL(S) (Please specify)

. (circle numbei)

LOT

1, Has your ccooperative been pert of a merger or consolidation in the past 10 years?

L NO
2 YRS
15, In th2 past 10 years, has membership in this cooperative . . .

L INCREASED
2 REMATINED ABOUT "HE SAME
3  DRECREASED

(Questions continue on reverse)

(circle number)

(Circle number)



16. Has this cooperative faced any product shortages during the last five years? (Circle number)

1 NO
2 YE3 —-=————-=> If YES, how did the coop deal witn the shortage(s)? (Circle the numbers of all that
apply)
1 SOUGHT AITERNATIVE SUPPLIERS
2 (GUSTOMER RATIONING ACCORDING TO PREVIOUS PURCHASES
3 (USTOMER RATIONING ACCORDING TO SIZE OF FARM
44,  SPREAD OU7' USE OF PRODUCT(S) DURING THE DAY
5 SOLD PROIUGT(S) IN SHORT SUPPLY TO COOPERATIVE MEMBERS ONLY
6 RATSED PFICES OF PRODUCT(S) IN SHORT SUPPLY
7 OTHER VAY(S) (Please list in space provided below):

17. Loes your board of directors have established procedures for communicating with members? (Clircle number )

L NO

2 YNS
18, Does your cooperative nave a formal, esteblished procedure for communicating with members? (Circle number )

1 NO
2 YIS

19, Hes the board of directors established a formal, written set of plans for the cooperative (cther than a budget)?
(Civele number)

1 NO

2 YIS

20, Any additional commanls?

80T
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IO\Va State Unl,\/erSﬁZj of Science and Technology Ames, lowa 50011

Department of Sociology and Anthropol
303 East Hall

o -
T \,mpnuuk. St 5-253-0%

June 14, 1979

Dear Board Member:

As we approach the 1980s, directors of rural cooperatives are facing
complex decision-making situations because of rapid change in the farm and
nonfarm sectors of our econcmy. Wwe pelieve that the boards of cdirectors will
play a vital role in assuring the long term survival of their coops. Despite
the numerous and diverse responsibilities delegated to the directors of rural
Iowa cooperatives, we know little about their beliefs and attitudes. 1In an
effort to learn more about directors and how they view the changes facing their

coops, we are undertaking a study of boards of directors in cooperation with
the Iowa Institute of Cooperationm.

As a major part of this study, questionnaires are being distributed to
the board members of a sample of 127 Iowa cooperatives. Your cooperative was
among those selected from a list provided by the Iowa Institute of Cooperation.
Each of the directors of vour cooperative has been invited to participate in
the study. Your decision to participate is voluntary. However, in order that
the results will be truly representative, it is important that we receive
responses from each individual in the sample.

We encourage you to complete the questionnaire. It should take approxi-
AT A mwnvvf—oc_ hlhen ‘-1-\-vqhar1 r\‘leg

———— - eerm—a—— > -

@ fAld ir JTenorhwice ans w21l in the
1T bl

enclosed return envelop as soon as possible. Be assured that your responses

will be treated confidentially. Your name will not be placed on the guestion-
naire and the datz will never be releazsed in any way that would identify indivi-
duals. The identification number on the gquestionna is necessary so that we

.
[ L
can check your name off the mailing list when vour questionnaire is returned.

dil:gence in completing the ques-
rou have anyv questions,

£ {204-£481}

-7

We appreciate vour assistance. Yo
-
to the success of this r
e
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3
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-
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<
aduate Research As

z John L ir Rotty T, Wells
Extension Sociologist and Graduate Researc
rrolessor of Socicrogy Assiscanc:

g
o
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t
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.-.‘ Ames, lowa 50011

Department of Sociology and Anthropols
303 East Hall
1670 Telephone: 515-294-6481

Dear Coop Manager:

We have recently initiated a study of boards of directors of a sample
of Iowa cooperatives. Your cooperative was among those selected freom a
list provided by the Iowa Institute of Cooperation. Each of the directors
of your _coop has been invited to participate in the study and has received

A +A AanAd watiivan
[RIRE- W1 L

ol alatesin)
LV LU T Giiwa Ll tie

m

a qucSu i OF

There were a number of questions which we did not ask the directors
because of limited space on the questionnaire and the redundancy involved
in acquiring identical answers from each director. However, these answers
are needed Tor Lhe SUCCESSTu1 Compietion of the Study. It wouid be a great
help if you would provide this information by completing and returning the
enclosed information sheet.

The form should take only a few minutes to complete. 1In cases where
you do nct nave exact answers, piease prcvide ycur best estimate. Wnen
finished, please fold and mail in the encliosed return envelope.

Your participabion is voluntary. However, your answers are essential

it the resuits of the study are to truly represenu iowa coops. Be assured
of the complete confidentia]ihy of your answers. The data obtained from
the study will not be used in any way that would identify individuals or
AAARAnsESUAE Tha NAA“ AT An A+ AN i~ A FhhAa LAanm e o vmAamAcecavs ~n Fha+
WUV RLE WL YLD e 1 1s Cxl\,ll |\,up|u llquLJCI i [N R s 1L (] NHTLCToouUr Y o Liluu
we can check your cooperative off the maiX'xg 1ist when the form is
returned.

We appreciate your assistance. I7 you have any questions, piease
contact Dr. John L. Tait, Extension Sociologist {294-6481) or Ms. Bettiy
Wells, Graduate Research Assistant {294-1481).

Sincerely yours,
- . — 7
<:;ézz£;’/657ﬁff’\ttzzéééisaéz:,
— /

78 o
7/ John L. Ta

it
Extension Socio
Professor of



112

IOWG STGTB LTnl'\/erS{tg of Science and Technology Ames. Towa 50011

Department of Sociology and Anthropolo
303 East Hall
July 26, 1979 Telephone: 515-294-6481

Dear Board Member:

About a month ago, we wrote to you seeking your opinion on a number of
cooperative issues and about your role and responsibilities as & director of
a rural lowa cooperative. As of today, we have not yet received your completed

questionnaire.

We undertook this study because we believe that directors serve a vital
roie 1in insuring the effectiveness of their cooperatives and that there is a
need to learn more about the attitudes, beliefs and concerns of the individuals
who formulate policy and set cooperative directions. We are writing to you
again because of the significance of each questionnaire to the usefulness of
tne study. For the results of the study to represent the opinions of all the
directors of member coops of the Iowa Institute of Cooperation, each person
in the sampie must complete and return the questionnaire. The accuracy and
usefulness of the study results therefore depend on you and others who have
not yet responded.

We realize that ycu have numerous demands on your time, but we believe
that the results of the study will be both informative end useful. Of course,

your participation in the study is voluntary. However, we encourage you to
Faba +ha +9ma [ ahlhaa+ 2N ~\ FA Amammn T AtA FaA Al ActF AT AR T WA ~3C O vAt
LuUnNC vile o nnc VLQuuwu L oy IXII!UbCD/ LY LUl 1 T LT uxc MUT DL Uittt ;n: (AR A A
nave mispiaced or did not receive the original questionnaire, a dupliicate is

enclosed together with a return, postage pa1d envelope.

Again, be assured that your responses will be treated with complete con-
fidentiality. If you have any questioqs, please contact Dr. John L. 7ait
(ad ress cnd telephone above) or Ms. Bettv L. Wells, Research Associate

[ o [N

Your cooperation 1s areatly appreciated.

Sincereiy yours.,

W/M

4//1,\3,\,.. H T A S A
JUITHT L. TGl L
Xtensicn >0Ci101i10G3ST anc
Dv-n*FQSSr\v- ~AFf CAriAnlnmv
DR B W R A ) A V‘VVIVIV\?J
4 N
{ ’ ’
_ \/4 L.
Iy -———T ., i, # ’ L /.Y
X [ Y 4P J TS )
hnd /77\/ [ T S, U SN 2 W
Jetty L. welis
Researcn fAsscciate
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IOW/a State UniverSl'tg of Science and Technology i Ames, lowa 50011

Department of Sociology and Anthropolog
103 East Hall

. . ~ A~ -
AUgUST 43, v/ Tetephone: 515-294-5480

Dear Coop Manager:

About a month ago we wrote tc you asking you to provide information about
vour cooperative to supplement our study of boards of directors of Iowa
cooperatives. We have not yet received your completed information sheet.

The response by the managers of the cooperatives included in our sample is
very encouraging. But, the accuracy of our profile of boards of directors
now depends on you and the other managers who have not vet responded. The
background data which you would provide is critical to our statistical
analysis.

If you have misplaced or did not receive the original information sheet,

a duplicate is enclosed. We encourage you to complete it and return in

the enclosed postage paid envelope. Be assured that the information

that you provide will be treated with complete confidentiality. Individual
respondents or cooperatives will never be identified. The identification

number on the information sheet alilows us to keep track of the gquestionnaires
that have been returned.

We appreciate vour assistance. VYour answers are essential to the success
of our studv. If vou have anv questions please contact Dr, John L. Tait
[=]

LA A .
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(294-8368).
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