30 Oct, 2008

Topic: 

Replicable model  - Agriculture - Different aspects of Value-Added Agriculture
 
Some issues to be explored:
Identifying the opportunities.
Critical aspects of value added processing and production. 
Developing the co-op of producers.
         
Presenters: Quintin Fox, plus three others who have been involved in developing agricultural co-ops.
Quintin Fox is the Manager of Member Services at the Canadian Co-operative Association.  Prior to being at CCA, Quintin worked with the Plunkett Foundation in the UK through which he was involved with an agricultural co-op.  The other presenters will be: 
(1) Corrie Melanson of Nova Scotia, re: a Co-op of Value-added Niche Products, (cancelled due to being ill today)
(2) Donald Daigle, New Brunswick, re: the Local Food Co-op, and
(3) Carrie Wallace, AgCDI program officer, Ottawa, re: Biofuels.

Peter Hough, facilitator, and Hazel Corcoran, recording secretary

Quintin Fox (also see PDF of presentation, plus p. 15 on Power Point slide):
The Plunkett Foundation has been around as an educational charity for over 90 years.  Its focus started on agriculture, and all sorts of user-controlled enterprises in the UK & around the world.  The founder (Plunkett’s) motto was:  “Better farming, better business, better living.”
The overall goal of the Foundation is: To improve rural living through the development, implementation & replication of economic models of self-help.
It has now, in the past 10 years, branched out into social enterprise.  

In England, most Agricultural Co-ops are either marketing co-ops, supply co-ops, or they provide for shared services.  In Europe, there are much more multi-functional, complex types of co-ops.  In the UK, 80% of the turnover (total revenue) comes from marketing co-ops.  

Through the slides, one can see that farmers were getting more involved in collaborative activity.  This reflects the post-Foot-&-Mouth reality, as well as very low prices for dairy farmers.  The new reality is that farmers were acting in a newly deregulated marketplace.

Farmers have a role as stewards of the countryside, not only as producers.  Their roles have an impact on all of our health, our communities, and our environment.  This is reflected in the growing interest in local food, etc.  

Most of us are very aware of the benefits of co-operation: Reduced input costs/higher output prices, economies of scale, improved production methods, better utilization of resources, greater competitive strengths, spreading risk, etc.  These things need to be constantly stressed.

The UK farmers needed only to look across to Europe to see much larger potential.  The agricultural co-op sector is much smaller in the UK than in Europe.  Similarly the agriculture co-ops are each much smaller.  There has been much greater support in Europe from the governments for the agricultural co-op sectors.  Until 2003, there was no UK government support for farmers’ co-op - even now it is limited.  Further there were political associations with the co-op movement in the UK that were often not shared with farmers.  The Co-op Party in the UK is very much linked with the Labour Party.  In the early 2000’s, farming was in crisis through a number of diseases, low prices, etc.  Foot & mouth disease that hit in 2001 put farming onto the brink.  

At that point, Plunkett looked at how it could assist farmers’ co-ops.  They had a project that was funded by the Department of Agriculture to use essentially a franchise approach.  They looked back at the history of agricultural co-ops and determined that the replication & development of proven models tended to be the long-lasting way to build the co-op sector in any given industry sector.  The replication & growth of proven models is key.  In the agriculture sector, we saw this clearly.  

In the 1980’s, farmers began to criticize marketing co-ops.  The supply co-ops de-mutualised almost en masse in the 1990’s.  Then we saw a new wave of equipment co-ops, combine harvesters, seed planters, etc.   The question was: How to capture the innovative new models coming across & try to develop even new marketplaces?  How to work with them in a more systematic fashion?  
From April 04 – March 06, they identified several successful new co-ops, & tried to build more of them in each market sector.  They did not, however, want to create an exact replica.  Each group needed to look at the external factors in their business.  

Stages:

(1) Literature review: what makes an agricultural co-op successful?

(2) Identify market criteria for each sector.

(3) Work with the groups that had the best fit for their market criteria, i.e. action research.

The sectors they identified:

(1) Producer-owned farmer markets – new, & to be developed over a specific geographical region.

(2) Energy co-ops, for power & heat.

(3) Local food & the increasing growth in this area; how can farmers collaborate around distribution.  

(4) Organic foods.  

(5) Woodland products like charcoal.
(6) Labour pooling: from some Canadian & Quebecois examples.

Results:

They have created a web site with the results. www.plunkettfranchisemodels.org.uk
The 5 C’s success factors:

• Clear Vision

• Commitment

• Core Funding

• Competent Leadership

• Communication: perhaps surprisingly, was a necessity to have clear functions.

Q&A on clarifications:

Paul Cabaj:  We just did a consultation on co-ops & value-added agriculture here in Alberta.  Could you review how we decide which ones (co-ops) we should replicate?

A: In the end, it was the marketplace that identified where we should see the opportunities.  In co-op development in general, the co-ops themselves are so busy doing what needs to be done, that they are looking for support.  They cannot easily turn toward providing support to others.  There was an element of hit or miss.  The ones that have the farmer moving closer to the consumer (farmers markets, local food, etc.) have all gone well; the woodland products more slowly.  

Donald Daigle, Really Local Harvest Co-op

I have been farming for 28 years.  When we started, we did brussel sprouts, tobacco, etc.  People became good producers, but the key has been to do marketing.  Farming has declined quite a bit since the time we started.

We always thought that if the neighbour would move on, we might do better.  But this is not what happened; it made it worse.  We were losing market shares; farms needed to be bigger to keep market share. 

10 years ago, we got together to pool advertizing in the newspaper: for their apples, etc.  In 2000, we created a co-op, “Really Local Harvest Co-op.”  We felt that “local” as a term had been misused.  By “really local” we mean within an hour’s drive from Moncton.

The purpose was to put a face back on the food that we eat.  The Co-op does a lot of education: at universities, to the public, and even to the farmers.  The Co-op now has 20 farms that are members.  We know that the farmers in the area produce less than 15 % of what is being consumed locally.  Some of the members are organic, some are conventional.  We have developed a practice called “ecologique”, which is a hybrid between conventional and organic.

There are 200,000 people in our trading area.  We used to supply them through retail / wholesale.  However, we lost those markets.  The biggest change for us has been the shift to direct marketing: selling on the road-side, at farmers’ markets.  The Co-op in Dieppe has started a market, 18,000 sq feet.  This has been a success for their farmers.  Some vendors are not co-op members.  Farmers’ markets are a very good incubator for new businesses, new products.  We are also going to tap into eco-tourism.  

I think that to start a successful co-op, the key is to get the people involved to agree, to collaborate.  We decided that having the co-op principles would be an important aspect, so we chose the co-op model.  The co-op is non-profit, & is not actually making sales.  The point in a co-op is to rely on each other.  To have a winning team, you need to have one goal, one strength, but you also need to cover your weakness(es).

This is about leadership.  If you have strong leadership, it is easier to succeed.  We also needed to have fun while we were doing this; we have potluck suppers, picnics, and a golf tournament.  

We are managing assets of over $3 million, after 10 years; & it’s still going.  

Q & A:

Peter: What is the biggest benefit?

A: The farmers have been able to command a higher price for their product.  The biggest thing is that people feel proud to be farmers again; they have more self-esteem.

Frank: What is the difference between the stock-up market & the top-up market?

A: In the stock-up market, it’s 80% of their sales, 20% of their net revenues.  With the top-up market, it’s the reverse.  In selling carrots in the stock-up market, it’s 3 cents/ pound; but they sell millions of pounds.  In the top-up market, 12 carrots sell for $1.60.  

Paul: I’m looking to expand the capacity of farmers’ markets, e.g. the Calgary farmers’ market (a new generation co-op; $32 M sales/ year); replication?  How did you get to $3 million in assets?
A: We started with a golf tournament.  They then worked with someone to find financing.  They saw the city of Dieppe, made a partnership with them.  They got municipal, provincial & ACOA resources.  

Carrie Wallace, Biofuels:

I work with the AgCDI program: To help farmers create more sustainable businesses, not only by including biofuels but also value-added products.

We work with mainly small-scale products.  There is currently no large-scale biodeisel producer in Canada.  Corn-based ethanol is only starting to come into its own.  I work at arms’ length to try to help the co-ops grow.

(1) Renewable fuels.  

This has become much more controversial.  The 2 main issues are: food vs fuel controversy, & the energy balance of fuel production.  Many projects have been put on hold, because the feed stock prices don’t allow ethanol producers to produce fuel at a profit.  Many plants in the US are currently mothballed.

100% of our funding comes from a federal program on biofuels.

In Canada, we now have a biofuels mandate, with 5% in fuels by 2010.  

(2) Main types of renewables:

Ethanol is used to blend with gasoline in various percentages, usually about 10%.  It is a distillation process.  The 2 main types: Corn-based, or cellulosic ethanol (in development).  Generally an ethanol plant needs to be large & well financed.  

Biodiesel is a diesel additive.  It can be used at a 100% level, but typically is at 5 or 20%.  It is usually done in a batch process.  It chemically breaks apart oil, so does not clog up filters (unlike e.g., peanut oil).  These are the oil seed crops; one can use used oils, too.  Waste products can be used.  The scale is much smaller if one wishes.  One can blend biodiesel in one’s garage.  This can be started with $15,000.  These small-scale projects are easier to do than ethanol projects.  

We are also working with some other renewables.  

(3) Opportunities & challenges re: biodiesel & ethanol.

One of the issues with ethanol: it is disputed whether corn-based ethanol results in a net gain of energy.  Biodiesel is easier to get going, but it’s very easy to make bad biodiesel.  There is a standard that it must meet to be sold, though this is often not met.  In cold climates, biodiesel like diesel generally, is difficult. 

Glycerin is a secondary product.  One needs to pay to dispose of this now.

These industries are very young & in a state of flux.  

(4) Where to go for more:  

We have been talking about the large-scale projects, though mostly they are not viable.  They are in long Research & Development phases.  We see mostly small-scale projects.  One is an ethanol project in Ontario.  They will be the first co-operatively owned medium-sized ethanol project in the country.  The total investments have been $150 million.  We are working with another group, researching different feed stocks: sweet potatoes, & millet for ethanol production.  He is using farm waste & selling it to the grid. They are also working on some biodiesel projects: one in Saskatchewan for 20 M litres/ year.  There is a good demonstration project: EverPure, Hillsburg, Ontario.  They have integrated farm users, end users, & restaurants.   They have integrated every aspect, one at a time.   They are not yet producing.  They are distributing his biodiesel.  They have a closed-loop system.  This would be for on-farm use to create a more sustainable approach in Hillsburg.  

To get more information:  see the CZ web site, Ag CDI.  Click on tools for biofuels co-ops.  You will find information on the benefits of farmer ownership, etc. As part of the AgCDI Conf., co-hosted with CQCM, they have excellent speakers talking about biofuels.  

Q&A:
Paul Cabaj: I am working with ACCA on a bio-waste project (bio-converters, etc.).  Might this be of interest to AgCDI?  

A: This program is for Value-added Agriculture.  We have been working with a group in Ontario doing something comparable.  

Peter: How do projects work to create clean enough biodiesel?
A: Right now it uses a batch system, very simple.  A farmer might be willing to use this in their tractors.  There is a new process being developed to get a purer version of it, but this requires a large capital investment.
Katherine:  You say that there is a debate around corn-based ethanol, as to whether there is a net energy gain; what do you think?
A: The latest research, & latest stats from the Canadian Renewables organization (although a lobby group) tell us that there is a net energy gain.  The new ethanol technologies have a better energy balance.  

General Q&A:
Frank: In terms of farmer investment in co-ops, at what levels have you seen  & how have they done that?  What about community bonds?
A (Quintin Fox): We found that many co-ops that started in the 70’s & 80’s became dependent on grants.  This had them change their structure & vision to meet the needs of the funders.  A partnership-based approach is reasonable; the commitment piece is showing to investors that there is a commitment from the members.  In the UK, community bonds have been used but not in agricultural co-ops.  The membership structure is best kept fairly simple.  Some of the models that we work with are essentially “plain vanilla.”  In rural & co-operative initiatives, the idea of community bonds & range of financing work very well.  The other point is around top-down co-op development, where the structure is being imposed, with false conditions. They need to be grassroots, bottom-up affair to generate long-term commitment.  

Donald: What I have found is that our project, being paid for by others than the farmers, it is hard to create a sense of ownership.  By having gotten grants, it has made it somewhat weaker.  

Peter thanked the presenters, as well as the staff at AgCDI who helped us identify them.

