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San Francisco Herb & Natural Food 

ALA CARTE MENU 

Everyday Specials 
YOUR CHOICE OF: 

DOMESTIC & IMPORTED SINGLE HERBS, TEAS, SPICES, 
CULINARY BLENDS ... AT TANTALIZING PRICES 

SATISFACTION GUARANTEED 
FRESHLY BLENDED & DELICATELY FLAVORED HERBAL TEAS 
GOURMET FRUIT FLAVORED TEAS TO PLEASE YOUR PALATE. 

GET A TASTE OF OUR DISCOUNTS ON: 
BULK QUANTITIES• FAX ORDERS• SPECIAL ORDERS 
FREIGHT COSTS• PRIVATE LABEL 

NOW SERVING: CERTIFIED ORGANIC HERBS & SPICES 
EXTRACTS, TINCTURES & ESSENTIAL OILS 

Our service is magnifique ! 
We offer UPS 2nd Day Air and Next Day Air Service 
in addition to our already prompt daily ground service. 

Our hours are 8:30 to 4:30, Monday through Friday. To order, call 
1 (800) 227-2830 FAX (415) 547-4234 or (415) 547-6345 

Or Write to: 1010 - 46th Street, Emeryville, CA 94608 
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Thread and Needle 
By Dave Gutknecht 

A lthough the materials in the 
present edition stand on their 
own, there is a thread or 

theme among them that I want to 
identify. The theme, most broadly, 
is the direction and fate of food co
ops and of a food co-op system. The 
thread flows from the statistical 
profile of co-ops' present performance 
presented in the previous edition's 
Retail Operations Survey and 
supplemented here, down toques
tions about our future practice and 
survival. 

In the survey results, we see a co
op sector that is very healthy and 
growing. But we also see a sampling 
that is small and markedly non
uniform. The present edition's ar
ticle on member capital and mem
ber sales, supplementing the Retail 
Operations Survey, also strongly 
highlights the limitations and prob
lems resulting from extremely non
standardized accounting methods. 
Here, in discussing financial 

performance, is manifested the 
theme of systematic co-op methods 
and development. Balance sheets 
reveal to what degree assets are 
cooperatively owned and how those 
cooperative resources are being 
managed. If, because of our meth
ods, we can't speak the same precise 
language about balance sheets, we 
are handicapped thereby. 

The letter on member labor by 
Paul Cultrera as well as Fred Stap
enhorst's discussion of the natural 
foods industry and our niche in it 
further reflect and develop the theme 
by identifying the components of 
survival and success as coopera
tives. And the Co-op Atlantic article 
reminds us of the small market share 
of co-ops in most other places and 
highlights the crucial role in that 
system - and, I believe, in ours -
played by the regional cooperative 
distributor. 

All of these materials illustrate 
some aspect of the need to overcome 
the many problems arising from be
ing independent single stores and 
independent single distributors with 

no uniform methods ( there's another 
discussion taking place currently 
about co-op distributors that mani
fests some of the same broad ques
tions about our direction, and I plan 
to contribute to that). Three years 
ago (in CG#l8-19), I devoted quite a 
few pages to a review of the need for 
planned, system-wide co-op devel
opment. I still believe our survival 
and growth as cooperatives means 
that, in general, one merged co-op 
store is better than two (or more) 
separate co-op stores, and one 
merged co-op distributor is better 
than two (or more) separate co-op 
distributors. That having multiple 
sites within one co-op is better than 
multiple co-ops in multiple sites. And 
that retails when closely linked to 
their wholesaler are more likely to 
succeed than when not. 

Of course, we must work from 
where are are today: small and 
separate in most places, increasingly 
integrated and gaining market share 
in a few others. Nearly everywhere 
food co-ops exist we are having some 
success. Those successes need to be 
appreciated and studied, and this 
publication continues to attempt 
that. But it also will promote paths 
to a more united future for co-ops. □ 

Cooperative Grocer Sponsors 
Blooming Prairie 
2340 Heinz Road, Iowa City, IA 52240 
319/337-6848 

Blooming Prairie Natural Foods 
510 Kasota Av. SE, Minneapolis,MN 55414 
612/378-9774 

Common Health Warehouse Cooperative 
1505 N. 8th St., Superior, WI 54880 
715/392-9862 

East Wind Nut Butters 
Rt. 3, Box 6B2, Tecumseh, MO 65760 
417/679-4682 

Federation of Ohio River Cooperatives 
320 Outerbelt St., Columbus, OH 43213 
614/861-2446 

Hudson Valley Federation 
P.O. Box 367, Clintondale, NY 12515 
914/883-6848 

Cooperative Grocer 

Lottsa Financial Services 
1806 Riverside Av., Minneapolis,MN 55454 
612/338-7459 

Michigan Federation of Food Cooperatives 
727 W. Ellsworth, Ann Arbor, MI 48104 
313/761-4642 

National Cooperative Bank/ 
NCB Development Corporation 
P.O. Box 96812, Washington, DC 20090 
202/7 45-4670 

North Coast Cooperative/ 
WholeFood Express 
3134 Jacobs Av., Eureka, CA 95501 
707/445-3185 

North Farm Cooperative 
204 Regas Road, Madison, WI 53714 
608/241-2667 

4 

Northeast Cooperatives 
Box 8188, Quinn Rd., Brattleboro,VT 05304 
802/25 7 -5856 

Ozark Cooperative Warehouse 
P.O. Box 1528, Fayetteville, AR 72702 
502/521-4920 

Puget Consumers Cooperative 
4201 Roosevelt Way NE, Seattle, WA 98108 
206/54 7-1222 

Roots and Fruits Cooperative Produce 
1929 East 24th St., Minneapolis,MN 55404 
612/722-3030 

The Catalyst Group 
139 Main St., Brattleboro, VT 05301 
802/254-8144 

Tucson Cooperative Warehouse 
350 S. Toole, Tucson AZ 85701 
602/884-9951 

September-October 1991 



!NETWORK NEWS 

Sad News From 
North Farm Co-op 

Amy Brownell Wood died on July 
26, 1991, at the University Hospital 
in Madison, Wisconsin, after a cou
rageous two year battle with cancer. 
She was born on March 19, 1948. 

Amy joined the staff of North 
Farm Cooperative as a marketing 
assistant in 1986, played a major 
part in the production ofN orth Farm 
publications, and worked with many 
cooperative wholesale buying club 
specialists throughout the country 
on projects like the Central States 
Buying Club Manual and CAPO. 

Amy was a co-worker and friend. 
. The wisdom and caring that she 

brought to North Farm and the co
operative movement will be missed. 

LIFE+ 
TREE 
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A 11 Non-Working, Non
Worrying11 Member 

Dear Cooperative Grocer: 
I'd like to respond to the article in 

the July-August issue, "Exemption 
Sought for Co-op Member Labor 
Programs." I have experienced 
member labor as both a member
laborer and as a co-op manager, and 
neither perspective has left me par
ticularly fond of the concept. 

While I found the role of a mem
ber-laborer to be one in which I often 
felt mis-utilized and somewhat of a 
burden to whomever was trying to 
manage the store at the time, my 
major nagative Pavlovian response 
to the ML word came during my 
more then ten years as a manager. 
During that period the co-op which I 

managed (Cape Ann Food Co-op, 
Gloucester, Massachusetts), evolved 
from a store with annual sales of 
$200,000 to one with $1.4 million, 
and its member labor program went 
from the no-choice stance (gotta be a 
member to shop, gotta work to be a 
member) to the pro-choice option 
(anyone can shop, work if you want). 

As sales volume grew along with 
a commitment to customer service 
(minimal definition: any customer 
shopping at any time can expect to 
find the items they came for, prop
erly displayed and priced correctly, 
and be checked out by a cashier who 
knows what he or she is doing and 
who will bag your groceries), and a 
reduction in the discount given for 
member labor was implemented, the 
store's dependence on member labor 
was greatly reduced, relegated 
mostly to out-of-store tasks. 

~ 
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More Choices. 
Delicious! 
Dairyless. 

Our recent additions and 
improvements ha,ve been developed 
in the spirit of better choices in pet 
care. 

Pet owners want the best for their 
best friends-the best possible 
quality and the widest variety. 
They also want convenience for 
themselves, and an assurance that 
their pets' food is as safe and tasty 
as the food they eat themselves. 

PetGuard has always offered that 
assurance in our products. We've 
placed a toll free number on all our 
Premium labels, to encourage 
questions and comments, and to 
strengthen our guarantee of 
complete customer satisfaction. 

Vegetables 
at last! 

Philadelphia pets went bananas 
over our new 
Vegetarian Feast 
An excellent source 
of fiber, its made 
from whole grains 
and vegetables, and 
tastes like vege
burgers. It helps 
with chronic skin 
problems. And it 
helps finicky eaters 
(like our own human canine Baby) , 
chow down with delight It will open 
doors for you as it did for us. 

Quality 
First! 
The physicians 

creed advises: 
First, do no harm! 
(We believe that, 
too.) So, we took 
the controversial 
bone meal out of all our products 
and replaced it with powdered 
oyster shell for calcium. 

Our formulas are tasty, balanced, 
complete-and without any animal 
by-products, ever. PetGuard 
Premium is approved by the 
Association of American Feed 
Control Officials (AAFCO) . We are 
the first natural food store brand to 
meet these testing standards. 

Flavors 
To Go 
new ones. 

Our new feline entree, - '- · -
Lamb and Brown Rice, 
was inspired by 
veterinary patients with 
sensitive digestive tracts, and by 
older or allergic felines. PetGuard's 
unique Premium Mackerel contains 
only mackerel, no other fish.(Ou r 
own spoiled kitties Houdini and 
Sweetie Pie, love it) 

And all our feline entrees include 
the amino acids Taurine and DL
Methionine. Taurine helps in the 

In my experience, a high depen
dence on in-store member labor was 
connected with spotty service, inef
ficient labor, and managerial dizzi
ness. Managers spent countless 
hours training and retraining 
members, filling in when members 
didn't show up, and basically were 
rarely able to focus on their respon
sibility to manage the store. 

So much for my experience. Hav
ing been around co-ops for a long 
time, I realize that if there is any
thing to the theory of the "co-op 
difference," it is probably just that: 
they all are very different from one 
another. And though I would be 
willing to wager a month's member 
labor discount (if I had one) that 
much of what I have described is not 
an uncommon scenario in co-ops 
using member labor, I also recognize 
that there are examples of stores 
committed to using member labor 
that somehow find a way to inte
grate it into their operations with
out total breakdown occurring. 
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prevention of blindness. DL
Methionine, an acidifier, keeps 
the urinary tract healthy. 

Delicious White Wave Dairyless is pre-stirred and 
ready to eat. It's made with live yogurt cultures. 

Our Senior Dog food has 
been renamed to Senior / Less 
active and is reformulated to 
have more benifits. 

• Strawberry Dairyless • Peach Dairyless 
• Raspberry Dairyless • Vanilla Dairyless 
• Blueberry Dairyless • Mixed Case 

IBtimate 
Convenience! 

All natural. Soybeans organically grown & proccessed 
in accordance with the California Organic 

Our cat foods come in liandy new 
3 oz., recyclable, single serving, 
pop-top cans. Fast and neat, and no 
waste! . 

o~~j:'~ff~:e:t~::!e~~ize 
available in both the 14 oz. and the 
new 6 oz. sizes(to accommodate the 
appetites-and needs of any size 
pet-without leftovers.) 

Our pet foods are good for your 
customers' pets. Our 
packa,ginghelps you tell 

them so. 

PetGuald® 
PetGuard, Inc. PO Box 728, 
Orange Park FL 32073 

Foods Act of I 990. 

For more information or assistance, call 
us at 1800-874--3221 
In Florida, 1-800-331-7527.) TRY OUR GUARANTEED SALE PROGRAM 

But what I want t o respond to in 
the article are a number of contra
dictions that I find there. And let me 
say in fairness to the authors of the 
article, Shady DeJ ong and Kathleen 
Campbell from La Montanita Food 
Co-op in Albuquerque ( the city I now 
call home, the co-op I currently am a 
member of, whose hand-that-feeds
mine I am not interested in biting) 
that these contradictions are not 
particular to their analysis, but are 
ones that I frequently find sur
rounding the discussion of member 
labor. 

The article states, "The benefit of 
coreworker programs goes far be
yond a discount. It creates a sense of 
community, education and belong
ing for member/owners and paid 
staff. The tragedy is that those most 
affected are students, low and middle 
income and the elderly." If, on the 
one hand, the benefit is something 
other than the discount, why does a 
reduction in the discount given usu
ally result in a marked drop-off in 

6 

participation in member labor pro
grams? That is, if members really 
are looking for a sense of community 
in their co-ops, why do they start to 
disappear when the financial incen
tive is lowered, and/or why do co-ops 
traditionally have low turnouts at 
annual meetings and very low par
ticipation in elections even where a 
strong member labor program is in 
effect? In the case of La Montanita, 
the Labor Dept. wanted proof that , 
members were earning at least a 
mm1mum wage. If they weren't, 
how does such a system benefit stu
dents, low and middle income and 
the elderly? 

The article goes on to state that 
"The coreworker program was es
sential in aiding La Montanita's 
growth from an all volunteer store
front operation to a member owned 
multi-million dollar natural foods 
market. However, when we re
searched the financial aspect of our 
member labor program, we found 
that there was no financial benefit 
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to the store to be gained by keeping 
it." Which would lead me to assume 
that in fact member laborers were 
earning what was in effect a rela
tively high wage. This would tend to 
give more credence to the it-ben
efits-limited-income-members 
theory, but it makes me wonder how 
giving discounts that do not finan
cially benefit the store aids the co-op 
in its growth and development. You 
can choose to argue this one either 
way, but not both ways at once. 

Finally, the article states, "If we 
value cooperatives, then we must 
demand laws that allow them to 
maintain their viability." While 
member labor may be an entrenched 
feature at many co-ops, I see little 
that can convince me that it is an 
essential element in the viability of 
co-ops. And as stated, from my 
personalexperiencelcanjudgethat 
for many reasons it may contribute 
to non-viability. There are numer
ous cases of highly viable co-ops in 
which member labor is not a part of 
the equation. 

Essentially, I believe that the dis
cussion of the merits and drawbacks 
of member labor programs, while 
valuable in itself, tends to misplace 
the focus of our attention from what 
truly makes co-ops unique and vi
able. If what we want are organiza
tions that promote a sense of owner
ship and community, then we should 
be looking at programs that 
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foster that, such as workshops on 
the cooperative principles, fair and 
meaningful member investment, 
open and contested board elections, 
newsletters that inform the mem
bers of more than new ways to pre
pare zucchini, and a lowering of the 
barriers that keep most of the popu
lation out of our st ores. 

If what we want is a way to make 
the goods we sell affordable .to those 
on limited incomes, then we can ad
dress this through special discount 
programs geared to those people, 
e.g., anyone on foods stamps, WIC, 
AFDC, etc., qualifies for a discount. 
You're probably not getting their 
business now, so what's to lose? 

If we want well-run stores with 
satisfied customers and well-paid 
workers and managers who might 
think of sticking around long enough 
to build up a co-op gene pool, maybe 
we ought to wonder why Bread & 
Circus, Whole Foods Market, 
Alfalfa's (or co-ops such as Hanover, 
Hyde Park, or North Coast) haven't 
decided to go with a shopper or 
member labor program. I believe 
that we need to view member labor 
as one means that we can choose to 
use or lose, and not as our be-all
and-end-all. And maybe we owe the 
Labor Department a "thank you"? 

Non-working, non-worrying, 
Paul Cultrera 
Albuquerque, New Mexico 
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ORGANICALLY 
GROWN 

Ask any ten people to define 
"organic" or "organically grown" 
and chances are no two responses 
will be the same. Unfortunately, the 
definition of "organic," like beauty, 
seems to have been relegated to the 
eye of the beholder. Arrowhead 
Mills doesn't really believe the situa
tion is all that subjective . . . 

~ 
' V • ,._ . 

~~ 
· , !\;; S;;::;~ 

The fundamental concept of grow
ing "organically" is that the farmer 
uses practices that are in harmony 
with nature, and avoids the use of 
chemically synthesized herbicides, 
fungicides , insecticides or acidulated 
fertilizers. For example: the grower 
may introduce beneficial insects to 
control harmful ones; apply natural 
mulches, mechanical cultivation , or 
even tolerate weeds; he may apply 
compost, manure, seaweed, etc., or 
depend on the natural fertility of the 
soil. 

Arrowhead Mills enthusiastically 
supports growing methods that im
prove the soil and reverse the alarm
ing trends of depletion and erosion. 
We fear chemically synthesized her
bicides, insecticides and fungicides 
that may become part of our food 
with unknown consequences. We 
maintain that pure wholesome foods, 
products that are "organically 
grown ," are the best you can buy. 

Presently, demand for organic 
grains, beans, nuts and seeds is in
creasing rapidly - sometimes 
exceeding supply. Arrowhead Mills 
purchases crops from growers 
whose farms are certified organic by 
several recognized agencies: TOA, 
OCIA, FVO, OGBA, and CCOF, to 
name a few. We continue to search 
for additional growers of premium 
organically grown foods to meet the 
growing demand. 

Arrowhead Mills. Inc .. P. 0 . Box 2059 
He reford . Texas 79045 (806) 364-0730 
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TAO Tea Floor Display 
Attractive cardboard shipper 

Dimensions: 63" high x 19" wide x 15" deep 

Contains total of 72 boxes: 12 boxes of each 
10% off in September & October 
Special Price: $113.40, Display Free 

TM 

CHINESE HERB TEAS 
CAFFEINE FREE 

Distinctive flavor & fragrant aroma 
- with a balanced holistic effect 

For five thousand years the Chinese people have enjoyed the 
natural benefits of herbs; For their exotic teas the Chinese relied 
on their country's tonic herbs to combine a balanced holistic 
effect with distinctive flavor and fragrant aroma. Blending 
exotic Chinese herbs with tangy fruits and warm spices creates 
a selection of uniquely flavorful teas with specific balancing ef-

, fetts: Calming Almond for relaxing, Citrus Spice for warming, 
Red Raspberry for rejuvenating, Wild Blackberry for rebuild
ing, and Mandarin Orange for focusing. Sampler Packs are also 
available. 

~JAe 
F1WNTI€RTM 
Box 299, Norway, Iowa 52318 

Call 1-800-669-3275 

ALLEGRO QUALITY COFFEES 

"No box, thank you." CERTIFIED ORGANICALLY GROWN VARIETALS, 

BLENDS, SWISS WATER PROCESSED DECAFS AND 100% 

NATURALLY FLAVORED COFFEES. While there are few easy environmental answers you can 
pull off the shelf, start by offering your customers Nature's 
Path cereals through our new ECO/Pac bulk program. 
We've preserved 100% of the delicious organically-grown 
taste, but taken away 66% of the packaging. Which means 
each new ECO/Pac saves the equivalent of three 
normal-sized cereal boxes. Then passes the savings on to 
you and your customers. 

We call it environmental integrity- from the field 
to the breakfast table. 

Try our delicious MANNA FLAKES, CRUNCHY 
CORNFLAKES, FIBER O'S, BROWN RICE FLAKES 
and CRISPY ORGANIC RICE in your bulk 
containers. You'll help restore the 
ecological balance on our farmland ... 
in our forests. And in our hearts. 

Nature's Path 
Foods Inc. 

7 453 Progress Way 
Delta, B.C. canada 

V4G !E8 
(604) 940-0505 

J o i n u s 
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WE SMALL BATCH CUSTOM-ROAST OUR COFFEES 

ACCORDING TO AN 80-YEAR FAMILY ROASTMASTER 

TRADITION. ALL ALLEGRO COFFEES ARE 100% AIR 

COOLED WITH NO WATER QUENCH. 

THEY ARE PACKED 

ROASTER-FRESH IN 12 OZ. 

AND 5 LB. VACUUM 

FLAVOR-LOCKED BAGS. 

SPECIAL VOLUME

MEASURED DISPENSERS 
ARE AVAILABLE. 

CALL FOR A COMPLETE 

LISTING AND SAMPLES OF 

OUR COFFEES TODAY. 

1930 CENTRAL AVENUE, SUITE H 

BOULDER, COLORADO 80301 

CALL TOLL FREE 1-800-666-4869 

FAX 303-449-5259 
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!FEATURE 

A Cooperative in Moscow 
By Bill London 

I n the late 1970s, there were six inde
pendent storefront food cooperatives 
in the Panhandle of northern Idaho. 

Now there's one: the Moscow Food Co-op. 
Moscow (population 17,000) is generally 

considered to be one of Idaho's most pro
gressive and cosmopolitan communities, 
perhaps due to the University of Idaho's 
presence on the west side of town. In addi
tion, the town supports a strong arts-ori
ented culture and has become a haven for 
devotees of a variety of back-to-the-land 
and environmentalist movements. 

Planted in the fertile ground of this market, the 
Moscow Food Co-op has grown to maturity in its 18 
years. In August of 1989, the cooperative took the 
plunge for the fourth time, moving to another larger 
space. From 1,000 square feet of sales area in the 
former location, the cooperative moved to a vacant two
story building that had previously housed a Kentucky 
Fried Chicken franchise. The first floor alone provides 
2,000 square feet of sales area. An adjacent parking lot 
includes 20 off-street spaces. Most of the upper floor is 
presently empty and is rented for classes, parties, and 
meetings. Last year, the cooperative opened the Upper 
Crust Bakery in the upstairs kitchen. The bakery is 
now breaking even and contemplating expansion into 
deli foods and more off-premise sales. 

During 1990, sales increased by 43 percent over the 
previous year to more than $500,000, and the man
agement expects strong growth - at least 20 percent -
in 1991. The cooperative has 1,800 members, who 
account for about 80 percent of store sales. 

Success factors 
It's been a long (and often strange) trip from the 

cooperative's beginnings in 1973 to the security of 
1991. The store began with a $500 loan from a com
munity development council in nearby Lewiston and 

Bill London moved to Moscow in 1984; he is editor of the 
Moscow Food Co-op newsletter (MFC: 310 W. 3rd, Moscow, 
ID 83843; 208 I 882-8537). 
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plenty of volunteer commitment. Originally called the 
Good Food Store, the business was renamed the Mos
cow Food Co-op when it moved to a larger space in the 
fall of 1975. 

The cooperative began an on-going history of com
munity service with the establishment of the Moscow 
Farmers' Market and several community gardens in 
the late 1970s. That tradition continues with free 
public concerts, inform a ti on-sharing through newslet
ters and bulletin board, and support for a variety of 
community causes and events. 

During the early 1980s, after years of spiralling 
growth, sales dipped with the nationwide recession 
and increasing competition from mainstream markets. 
The cooperative's management responded by becom
ing more businesslike, focusing on planning, structur
ing volunteer hours, and marketing to the larger com
munity. By 1983, the declining trends in membership 
and sales had turned around, and both have been 
upward ever since. 

When asked why the cooperative has fared so well, 
board of directors President Fritz Knoor cited five 
factors: first, a stable, committed and effective staff; 
second, an outreach attitude throughout the organiza
tion; third, the board functioning as a policy-making 
partner to the staff; fourth, the uniquely diverse com
munity or Moscow; and fifth, a good facility. 

"I can't say enough good things about our staff," 
Knorr noted. "They do an incredibly good job." He 
added, "They have, and we all try to have, an outreach 
attitude. We try hard to bring people in. We want to 
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have our store inviting and presentable and our staff 
friendly and helpful. And I think we have succeeded at 
that. Potential shoppers are scared away if shopping is 
considered a moral issue and customers' purchases are 
judged. We seem to have only the nicest people working 
here. They put our customers at ease." 

In addition, the store's location on a major traffic 
artery in the downtown area is a very visible one. The 
store is always clean and is painted white inside to be 
bright and cheery. 

A modest advertising budget is primarily focused on 
the store's newsletter. Eight hundred newsletters are 
printed monthly. About one hundred are distributed 
free at a handful oflocal businesses, including the movie 
theatre, cafes, and bookstores. The rest are given out at 
the store. The newsletter carries about 30 advertise
ments from a wide variety of businesses and individu
als; ad revenue covers most publication costs. 

The board of directors functions .as a policy-making 
partner to the staff, giving the members the comforting 
feeling that someone (and even better, someone that 

MAYAN 
MERCANTILE 

Quality Guatemalan & Latin American 
Textiles, Handicrafts & Jewelry 

Wholesale • Retail 

322 Somerville Ave., P.O. Box 44 
Somervile, MA 02143 

TEL 617ITT6-0908 
FAX 617ITT6-5601 
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Moscow Food Co-op 

Moscow, Idaho 

Sales area: 
Sales (1990): 
Gross margin 
Payroll expense: 

2,000 sq. ft. 
$519,018 

28% 

Percent of sales to members: 
17% 
80% 
1800 Members: 

Member requirement: $100 investment 

they can talk to) is in charge. Knorr also said that the 
board has been an enjoyable group. "We have diverse 
perspectives and may disagree, but we do work under 
the consensus team approach, and it has worked for us , 
so far," he explained. 

The seven board members volunteer their time at the 
position, including a staffliaison member elected by the 
staff. The board meets monthly, and also has an annual 
retreat, where they focus on planning. 

The fourth reason Knorr cited for the success of the 
cooperative is the unique nature of the Moscow com
munity. With two major universities within an eight 
mile radius, the number of foreign students is signifi
cant. These students, their families, and others who 
want to use international foods often shop at the coop
erative for foods they can't find elsewhere. In addition, 
the cooperative benefits from a committed core mem
bership who help as volunteers. About 40 people vol
unteer for in-store work and another 20 volunteer for 
the newsletter, the board and other functions outside 
the store. 

"We've found that we need both the casual shoppers 
and the committed member shoppers," Knorr explained. ' 
"We want a customer base that is both broad and deep. 
The casual shoppers help us with their money and the 
committed shoppers make it possible for us to survive 
on the cheap. When we last moved, for example, the 
stock and equipment was moved by volunteers at vir
tually no cost to the cooperative." 

The final element of the cooperative's success, ac
cording to Knorr, is the functional building they now 
occupy. "It's a great building, and we pay a lot of rent for 
it, but it is worth it." 

When the cooperative's general manager, Mary Jo 
Knowles, was asked to expand upon Knorr's comments, 
she first mentioned their computer system. An in-house 
bookkeeper and volunteers use the computer regularly 
for easy updating of the cooperative's membership list 
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as well as its basic accounting. 
Membership cards, food labels for 
products bagged at the store, a staff 
bulletin board, and word processing 
for correspondence are some of the 
computer's additional functions. In 
the future, she expects the staff will 
be able to do all their ordering on the 
computer. 

REUSE. RECYCLE. REORDER. 

That's only one of the plans for 
the future. The upstairs meeting 
space may soon be converted to sales 
area. A membership survey in an 
issue of the newsletter will allow the 
members to decide, but Knowles' 0UR0FFER 
plan includes moving all the mer
cantile items (clothing, cards, 
housewares) upstairs to allow for 
expansion of other product lines 
downstairs. In addition, the coop
erative is considering establishing 
several small offices upstairs as an 

Buy and enjoy a cake of the world's best tempeh from Turtle Island. REUSE 
the tamperproof zip lac bags many times. Return it to us with 9 other bags 
just like it. We will RECYCLE it and send you a Yo Yo made from recycled 
plastic. REORDER at once. 

TURTLE ISLAND FOODS, INC., P.O. BOX 218, HUSUM, WA 98623 (509) 493-2004 

"alternative business incubator," providing new com
patible enterprises with inexpensive startup space. 
Also, the bakery is planning expansion as a small deli 
with table service, offering coffee, juice, sandwiches, 
and salads - plus prepared sauces and meals for take-
out use. 

Staffing the store 
The general manager is responsible for hiring/fir

ing, oversight, and day-to-day management. The next 
management level is filled by the grocery manager, the 
herb and produce manager, and the bakery manager, 
in addition to the assistant baker, the headjanitor, and 
the cashier coordinator. Eight others, for a total of 
fifteen employees, have been hired as janitors, bakers, 
cashiers, and stockers. 

"One reason the staff works so well is that the board 
has committed to paying us well," Knowles said. "We 
recently got a benefits package that includes health 
insurance, vacation, and sick leave." 

Staff start working at $4.16 per hour; incremental 
raises lift that to $5.20 after one year. Non-manage
ment staff wages can attain a maximum of $6.32 per 
hour. Management level workers are paid about 20 to 
40 percent more. "We are now getting raises of about 
5 percent every six months or so, whenever I can 
convince the board that we can afford it," Knowles said. 

"Our staffhas been dedicated and very hardworking, 
but I really think that one of the reasons we've been so 
successful is that we all stock shelves, sweep side
walks, and meet our shoppers - me and the other 
managers included," she continued. "There is not areal 
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pyramid structure - we all get out there and work." 

Member owners 
Shifting gears from store staff responsibilities to 

membership equity, Knowles described the 
cooperative's membership system. To join, a member 
pays $7 dollars annually. When the total membership 
payment equals $100, a lifetime membership is earned 
and no more payments are due. Alternately, the entire 
$100maybepaidatanytime. The equity funds are kept 
as a separate line on the balance sheet, and the funds 
are often used for capital improvements. The equity 
funds generated from memberships are refundable 
upon the dissolution of the cooperative. 

The cooperative does not give annual dividends to its 
members. Instead, there is a big sale at the end of the 
year (just in time to lower the inventory for the annual 
count). Members are allowed to buy any item in stock 
for fifteen percent off. Normally, members pay shelf 
price, while non-members receive an 8 percent sur
charge. 

"What we have here is a comfortable place, a place 
where people like to work and shop," Knowles con
cluded. "I think our cooperative has a right-brain, 
emotional kind of structure People come in here and 
cry - we have a crying couch in the back room. It is a 
supportive and warm environment." 

Note: After.the writing and before the publication of 
this article, Mary Jo Knowles retired from her man
ager position to return to college. The co-op chose the 
long-time manager of whatever needed to be done, 
Kenna Eaton, to replace her. The transition has been 
amiable, and all is well at the Moscow Food Co-op. □ 
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!RETAILING 

Capital + Sales + X -- ?? 
■ ■ 

Supplement: Retail Cooperative Operations Survey 
By Scott Beers and 
Dave Gutknecht 

I n commenting on the Retail Co
operative Operations Survey in 
the previous edition of CG, we 

promised a more detailed look at 
member sales, discounts, and in
vestments. We planned to examine 
co-ops' membership practices and 
their effects on both the income 
statement and balance sheet of the 
cooperative. In conducting this 
analysis, we discovered one surpris
ing result - our hypothesis was in
valid- and some less surprising but 
troubling patterns in member sales. 

Assumptions 
A model cooperative has business 

operations that are profitable, thus 
annually increasing the member 
capital accounts and (if not distrib
uted) the retained earnings portion 
ofbalance sheet capital. A model co
op also has a member capitalization 
plan that protects the value of their 
investment. 

By these means, the members 
(rather than creditors and non
members) finance a growing portion 

Scott Beers manages Lottsa Financial 
Services and works with several food 
cooperatives (Lottsa: 1806 Riverside Av., 
Minneapolis, MN 55454;612 I 338-7 459). 
Dave Gutknecht is publisher and editor 
of Cooperative Grocer. 

Readers interested in a summary of 
the statistical analysis used for this ar
ticle may contact CG. Words in bold 
refer to statistics found in the 1990 Re
tail Cooperative Operations Survey, 
published in CG #35, July-August 1991. 
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of the assets; the level of coopera
tively financed resources increases. 

But an analysis of co-op member
ship practices, and any attempt to 
create standards or models, is lim
ited by co-ops' extreme diversity in 
operating practices, which includes 
non-standardized formats for fi
nancial reporting. 

Hypothesis crumbles 
We approached the analysis ex

pectingto find a correlation between 
member practices/investments and 
the profitable performance of the 
cooperative. No such correlation 
was found. Another expected result 
was that balance sheets would be 
much stronger for co-ops with strong 
membership and investment pro
grams, both through member share 
capital and retained earnings. This 
did not prove true either. 

Our analysis was hindered by the 
limited number of usable responses 
(72) to the survey, and by the varied 
reporting formats used. The quality 
of the balance sheet responses was 
somewhat distressing and further 
limited the available database. 
Definitions also are problematic. For 
example, some co-ops rebate pa
tronage dividends to members, who 
joined with a small investment, by 
crediting the members' capital ac
counts up to a certain level. Is this 
appropriately a form of share capi
tal or a form of retained earnings? 
Most co-ops would classify it as share 
capital, though it could arguably go 
either way for analytic purposes. 

There are stores with many mem
bers and some with very few mem
bers. Some are profitable and some 
are not. Results in the middle range 
were also mixed. The number of 
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members and the percentage of sales 
to members are not determinants of 
profitability. There are stores with 
relatively large capitalization re
quirements and some with small. 
There are profitable and non-profit
able stores among both sets. In the 
middle range of responses to capi
talization, we also found mixed re
sults. Capitalization per member is 
not a determinant of profitability. 

Thetwomajorsourcesofcapitali- ' 
zation in co-ops are share capital 
and retained earnings. We expected 
to find strong share capital corre
sponding to strong retained earn
ings, and an overall strong equity 
picture. Wrong! Across size lines 
and over the spectrum of profitabil
ity, there is no correlation. The 
exemplary co-ops have strong capi
talization plans and solid retained 
earnings. Others are doing well in 
one of the two areas, while a small 
number lack both adequate capitali
zation and retained earnings. In 
most of the mixed cases, strong capi
talization offset poor retained earn
ings, or vice versa. 

Our analysis begged the question 
of what is adequate capitalization. ' 
Perhaps the best indicators are the 
asset productivity ratios (Sales to 
Total Assets and Sales to Fixed 
Assets), where co-ops continue to 
push themselves very hard. They 
are "too" productive, an indication 
that asset levels are too small. Com
bined with relatively good Debt to 
Equity ratios, one might conclude 
that overall equity levels are too 
small but almost certainly can be 
used to leverage additional assets. 
With our limited sampling of re
sponses, we cannot presume to an
swer this definitively; each store 
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needs to examine this, since circum
stances and plans vary greatly. 

We have discussed what we didn't 
find out. What new information was 
gained through further analysis? 

Average sales per member 
There are potential problems in 

the sales per member database 
which we'll discuss first. Responses 
ranged from $24 per member per 
year to $1993 per member per year. 
Progressive Grocer reports that 
weekly per capita purchases of food 
at home average $21/week ($1,092/ 
year) nationally. This makes the 
low end responses somewhat dubi
ous, leading us to conclude that a 
number of the co-ops surveyed have 
(and are counting) members who 
are no longer actively patronizing 
the store. This necessarily lowers 
the Sales per Member. 

Annual Sales 

G Per Member ie 
'G ' 

llorl under $500,000· over ALL 
IIIN: $500,000 $1,300,000 $1,300,000 

High $651 1,272 1,993 1,993 
Upper Quartlle 488 870 1,083 870 
llldlln 334 563 868 563 
Loww Quartile 181 385 535 334 
Low 86 24 410 24 

It is clear that as store size in
creases, members are doing more of 
their shopping at the co-op. There is 
every reason to believe that this 
trend is true for non-members as 
well, and that as store size increases 
so will sales per customer. The down 
side of this information is that it 
appears that most co-ops are not 
capturing a strong majority of their 
customers' food dollars. Ifwe accept 
that members are likely to be among 
the most loyal co-op customers, then 
finding an overall median that is 52 
percent of average per capita gro
cery purchases is somewhat trou
bling. Considering that $1,092 is 
per capita and not per household, 
overall co-op performance in meet-
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ing the food shopping needs of their 
customers seems anemic. 

community. How can the co-ops' 
role be expanded? 

Certainly some will argue that 
co-op customers are more frugal, or 
use less processed food resulting in 
lower food costs. There is also some 
question (noted above) about the 
veracity of some of the results. Still, 
the differences seem compelling and 
are grounds for asking to what de
gree each co-op - and the co-op net
work as a whole - are meeting the 
needs of the members and the larger 

Sales per paid labor hour 
We asked co-ops to tell us the 

number of full time equivalents 
(FTE) working in their store. For 
purposes of this survey, we provided 
30 hours as the definition of full 
time. From this we derived the 
Sales Per Person Hour. 

Once again we encountered some 
aberrations in the results. Perhaps 

COMPARE 
DDS - ACIDOPHILUS 

DDS OTHERS 

1. Non-dairy Yes 
2. Freeze-dried Yes 
3. Nitrogen-flushed Yes 
4. Glass bottle Yes 
5. Kept refrigerated Yes 
6. Packed in insulated box & shipped by air Yes 
7. Guaranteed to contain 2 billion CFU/gm. Yes 
8. Superior strain Yes 
9. Single strain Yes 

10. Available in capsule, tablet & powder forms Yes 
11. Recommended to take before meal Yes 
12. Survives stomach acid Yes 
13. Produces natural antibiotics, lactic acid and 

hydrogen peroxide Yes 
14. Offers many nutritional benefits Yes 
15. Helps Candida sufferers Yes 
16. Offers consistent good results Yes 
17. Extensively researched, proven and effective Yes 
18. More than 10 years track record Yes 
19. Doctor recommended 
20. Listed in Physician's J;)esk Reference 

Yes 
Yes 

Insist on DDS-Acidophilus Do not settle for substitutes 

Ill 

C 

u 

UAS LABORATORIES 
9201 Penn Avenue S. #1 O • Minneapolis, MN 55431 

ORDER DESK 1-800-422-3371 
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OUR UNIQUE RECIPE FOR ORGANIC APPLE JUICE 

WHOLE, RIPE ORGANIC SANTA CRUZ MOUNTAIN APPLES 
NOTABLY THE AWARD-WINNING NEWFOWN PIPPIN, PRESSED 
WITH RACK AND CLOTH AT OUR OWN PI.ANT USING ORGANIC 
RICE HULLS EXCLUSIVELY CHECK OUR DEAL ON GAILONS. 

SANTA CRUZ NATURAL P.O. BOX 369 CHICO, CA 95927 

some respondents only included 
those who actually work full-time, 
and didn't account for the cumula
tive hours of part-time personnel. 
Another possiblity is that manage
ment or administrative labor wasn't 
counted since it wasn't paid hourly. 
These seem to have skewed the 
numbers and made them unreason
ably high. Despite these qualifica
tions, this is an area which is critical 
to good management, so we are 
presenting the results here anyway: 

Sales Per Paid 
Labor Hour~ ~ 

~ lll!l Lll!l 
,tore under $500,000- over ALL 
ala: $500,000 $1,300,000 $1,300,000 

Upper quartile $92.64 96.20 
Median 56.41 74.38 
Lowerqu1rtlle 43.30 63.71 
Mlln 63.68 73.59 

94.62 
69.58 
52.46 
83.13 

92.64 
67.03 
52.46 
73.93 

would be from $35 (very poor) to $70 
(very good). Obviously, as a co-op 
relies more on service departments, 
one would expect the productivity to 
be lower, as shows up in our Labor 
Percent of Sales for stores with and 
without deli sections (highlighted in 
the previous survey narrative). 

Annual fees 
Twenty (28 percent) of the co-ops 

in our survey utilize an annual fee 
which is counted as part of Other 
Income in our survey. We found 
that these stores tend to rely on the 
fees in order to be profitable, which 

BROOKSIDE SOAP 

.• i;. 

.. .. -•·· · · -· 

potentially camouflages a weak op
eration. Of the twenty that have 
fees, 70 percent of them derive more 
than half their net income there
from, and 50 percent of them derive 
more than 95 percent of their net 
income from fees! Only one of the 
stores with an annual fee reported it 
contributing less than 25 percent of 
their annual net. 

Interestingly, co-ops with annual 
fees tend to conduct more business 
with members than was found in the 
survey population as a whole: 

Percent of Sales to Members 

WITH ALL 
FEE STORES 

Upper quartile 90% 80% 
Median 75% 57% 
Lower quartile 55% 33% 

For a store which is doing a large 
majority of its business with mem
bers, perhaps it is okay to rely on the 
fee to produce net income. However 

' where the percentage of sales to 
members is lower, it would appear 
that members, through their fees, 
are subsidizing the store for non
members. Do we want to see mem
bers creating "profit" in this way? 
Will the co-op's future capital needs 
be met? What happens to the value 
of the members' investments? 
Wouldn't it be preferable to see op
erations generate sufficient profit 
for the store, so that the fee income 
could be used as a capital fund? D 

Dedicated to Quality. 

Soap handmade from only the 
fine t vegetable oils, herbs and 

natural fragrances. 

Committed to both the 
customer and the 

environment. 

Recyclab le packaging. 

N o animal testing. 

W omen-owned and operated. 

Sales per person hour of $92 is 
considered outstanding by grocery 
industry standards, and is usually 
found only in large supermarkets. A 
more reasonable expectation for 
most of the stores in our survey 

P.O. Box 55638 Seattle, WA 98155 (206) 363-3701 
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Linn-f ormation number 2 BREADSHOP 

Step bX,?n!~Et· · · 
\ 

good f or you an . . is tanned by t he slow. 
The leather of all unn ;inQ method. 

Proudly Announces our 
Newest Distributors: 

100% vegetable tan g·,ves the leather: 
t n·,ng process. 

This 12 month an 
• it's natural beauty 
~ incredible soft~e~~eathing ability 

Northeast Cooperative 
& 

• extremely goo 
• extraordinarv strength. 

\ 

This natural tanning helps the Tucson Cooperative 
invironment by :_ 

• no use of _chem1ca~~ts of water , 
• no excesslV~ a~hoer) needed to wash . . 

\ 

(10gal/1 kg ea d) 
toxins out (into t ~e grol~~ther (allergies n 

• no remaining toxi~s ,nb making t he leather. sandals 
· In short: no pallut1on Y shOes 

• Ask f or your Linn's in your boots 
at ural/health f ood store. . ~ --

n . . us a line or give us a call ... - - . 
F r more information Just drop . 
o ture·s oesign inc. {J'rvJ 

~ao. Box 211 , Salmon:;;·! i1 11 - UJI -
VIE 4N3 · Ph: l5 04l lJ ,__-1. 
This outstanding tootwear needs you, 1f~_:j..,# 
the natural products stor~, to ra:_ -P" • 
customers. Sotar,wesh~trom spaid 
PriceS are duty and sh~ng cosl . 

Look for our 
SEPTEMBER LINE DRIVE 

Advertised through your local 
distributor 

Karen imbelman 

-

Breadshop Inc, 328 D. Ingalls St, Santa Cruz, CA 95060 
Phone (408) 457-3833 Fax (408) 426-5639 

Training and Consulting 

• EMPLOYEE BENEFITS CO UN SUL TING 
Review, research, selection, design, implementation and administration of group 
medical/ dental insurance, self-insurance, wellness incentive, and flexible spending 
(Section 125) plans. Research, design and selection of cost-effective 401(k) 
retirement plans. 

• SPECIALIZED TRAINING AND CONSUL TING FOR COOPERATIVES 
Membership and management consulting on co-op governance, e.g. bylaws review, 
board/ management evaluations, capital structure, membership administration, 
planning retreats, board manuals, etc. Training specialized for co-op staff on co-op 
structure, member relations, and related topics. 

• BOARD OF DIRECTORS TRAINING AND DEVELOPMENT 
Tailored seminars cover such topics as board responsibilities, board/management 
relations, legal liabilities, financial analysis, planning, and b~ard administration. 
On-going counsel through a year-long retainer provides for enhanced 
organizational development and board effectiveness. 

P.O. Box 563 • Arcata, CA 95521 • 707 / 445-4849 

Cooperative Grocer 15 September-October 1991 



Building an Integrated System: 
Co-op Atlantic's Retail Services are Key to Success 

By Dave Gutknecht 

A midst the sparse population 
and the depressed economy of 
Atlantic Canada, a network of 

independent but close-knit coopera
tive food stores and their co-op dis
tributor are thriving. This area also 
is the historic home oftheAntigonish 
cooperative movement famous in 
Canadian and cooperative history, 
and is heir to earlier cooperative 
enterprise development. Within the 
large region bounded by Quebec, 
seawater, and the U.S., Co-op At
lantic is the seventh largest busi
ness. 

Originating over sixty years ago 
in the field of agriculture, Co-op At
lantic now is a wholesaler of grocer
ies and a diverse range of other ag
ricuitural and non-food goods, with 
groceries accounting for nearly 90 
percent of gross sales. Only 25 years 
ago sales ~ere $17 million; by last 
year, Co-op Atlantic had grown to 
over $400 million in sales and some 
700 employees. Their market share 
in the region's grocery sales is nearly 
20 percent, and is much higher in 
some areas. 

Co-op Atlantic is owned by 17 5 co
ops and sells only to its members, 
most of which are small or medium 
size grocery stores. For their pa
tronage and an equity contribution 
equal to roughly 7 percent of their 
annual purchases from Co-op Atlan
tic, retail members receive a set of 
services unequaled by any other 
consumer cooperative distributor in 
North America. And to a statement 
of operating principles based on the 
six internationally recognized co-op 
principles, Co-op Atlantic adds a 
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seventh committing the organiza
tion to building resources for the 
development of new member coop
eratives. 

U.S. co-op managers and others 
attending this year's Consumer Co
operative Management Association 
conference in Vermont enjoyed the 
participation of Co-op Atlantic gen
eral manager Eric Dean and board 
president Sid Pobihuschy. And co
opAtlantichas appeared in the pages 
of Cooperative Grocer on two earlier 
occasions. Most relevent to the 
present article was the brief men
tion of Co-op Atlantic as a model for 
strengthened retail-wholesale co-op 

relationships - cited at the conclu
sion of a long discussion of the fate of 
U.S. food cooperatives, with special 
reference to that relationship ("De
velopment Directions: Cooperation 
Among Cooperatives," CG#l9, Oct.
Nov. 1988). 

In addition to conventional dis
tributor services Co-op Atlantic has 
a strong retail training program for 
managers, covering all aspects of 
store operations, and for employees, 
covering orientation, specific opera
tional areas, and member services. 
Extensive resources have been de
voted to development of these retail 
programs; describing them in full 
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Peanut Butter 
East Wind Nut Butters 

No Preservatives 
No Cholesterol 
No Stabilizers 
No Sugar 
Kosher 
Low Sodium (salted) 
Sodium Free (unsalted) 

For more information, please contact us at: 

East Wind Nut Butters 
Tecumseh, MO 65760 

(417)679-4682 
A Worker Owned BualneH Offering a Full Line of Nut Butters 

''WE CARE BECAUSE IT'S OURS' 
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would take more space than is avail
able here. Of particular interest, 
and the focus of the remainder of 
this article, is a management 
agreement between Co-op Atlantic 
and about 75 ofits member co-ops, a 
program regarded as a very strong 
success and one that is key to the 
survival and growth ofboth levels of 
the cooperative system. 

The agreement, which extends for 
one year or more and is renewable, 
is voluntary on the part of the local 
cooperative board of directors. The 
member cooperative agrees to ap
point Co-op Atlantic to be manager 
of the store. One of Co-op Atlantic's 
area managers, each responsible for 
from ten to twelve stores, then · se
lects a manager, in consultation with 
the local board but drawing on a 
system-wide management pool. The 
member co-op pays for the manager's 
salary and benefits (the manager is 
covered by the Co-op Atlantic ben
efits package) and, after the first 
year, for other costs of the manage
ment agreement. 

What the local co-op receives is 
access to management and manage
ment resources that are much deeper 
and stronger than they could pro
vide by themselves. What Co-op 
Atlantic derives is a much stronger 
and committed membership and pa
tronage base. Not all of the costs 
incurred by the retail services de
partment for the management 
agreement program are immedi
ately recovered, but the Co-op At
lantic board of directors does re
quire that at least 50 percent of 
management agreement costs be 
recovered by agreement revenues. 

Below are excerpts from the Co-op 
Atlantic management agreement: 

PREAMBLE: 
The overall objective of this Agreement is 
based on the desire of both the Member Co
operative and Co-op Atlantic to attain strength 
and uniformity in the overall objective of sup
plying goods and services to the ultimate user 
and/or the processing and/or marketing of his 
product. The Agreement is designed to 
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strengthen the management function of .. the 
Member Co-operative without removing the 
authority of its Board of Directors, and to co
ordinate, within management authority, ac
tivities with other member co-operatives and 
Co-op Atlantic. 

It is recognized by the two contracting 
parties that the work to be undertaken, as 
covered by this written Agreement, requires 
good will on the part of each for its success, 
and they mutually agree to do their utmost to 
work out its conditions with full support, toler
ance and good will. 

RESPONSIBILITIES: 
1. The Member Co-operative hereby appoints 

Co-op Atlantic to be the manager of the 
Member Co-operative. The manager of 
Co-op Atlantic's Retail Development Divi
sion shall name the district manager and 
area manager. The area manager shall 
name the resident manager in consultation 
with the Member Co-operative. The resi
dent manaer is to be retained on the payroll 
of Co-op Atlantic, the total cost therefore to 
be charged to the Member Co-operative. 

2. The area manager, or by delegated author
ity, the resident manager ... 
c. has full authority for the hiring and dis
missal of staff ... 
e. submits to the Board of Directors of the 
Member Co-operative a monthly report of 
the business operation and other informa
tion that may be required or deemed ad
visable. 

3. It is agreed that the Member Co-operative, 
as a member of Co-op Atlantic, shall obtain 
all supplies through Co-op Atlantic and 
shall support all Co-op Atlantic retailing 
programs. Exceptions shall be subject to 
the approval of the area manager .... 

7. In matters of dispute ... a sincere attempt 
shall be made to arrive at a satisfactory 
settlement or understanding by the repre
sentatives of the contracting parties. Fail
ing agreement from that method, the dis
pute is to be submitted to a committee of 
arbitration, such committee to consist of an 
appointee of the Board of the Member Co
operative, an appointee of the Board of 
Directors of Co-op Atlantic, and the In
spector of Co-operative Associations for 
the particular province, or his appointee. 
The decision of the majority of this com
mittee is to be accepted by both contract
ing parties. 
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1HE AMERICAN MISO STORY 

AMISO 
PRIMER 

Generally, there are three types 
of miso: Sweet, Mellow and the 
darker, Traditional misos. They 
differ in color, salt content, 
fermentation time, and the 
soybean/ grain (k-0ji) ratio. 
Sweet misos, like our Organic 
Sweet White and our Organic 
Sweet Barley, are made with twice 
as much grain as soybeans. They 
contain the least 
amount of 
salt, are quite " · . 
light in color : 
and are · -.... , 
fermented for several months. 
Mellow misos are lower in salt 
than our Traditional misos. They 
contain equal amounts of soy
beans and grain, are lighter in 
color, and are fermented for six 
months. We make three varieties: 
Organic Mellow White, Organic 
Mellow Barley and Organic 
Chickpea Miso. 
Traditional misos such as our 
Organic Traditional Red, Organic 
Traditional Country Barley and 
our new Organic Brown Rice Miso 
are dark in color, higher in protein 
and salt and are made with twice 
as much soybeans as grain. 
Our Traditional misos are aged in 
huge wooden vats for at least two 
full years. 
All our misos are unpasteurized 
and are made from only certified 
organically grown soybeans, 
certified organically grown rice or 
barley along with sun-dried Lima 
seasalt and deep well water. Look 
for them in the refrigerator section 
of your favorite natural food store. 

MISO MASTER is made in Rutherfordton 
NC by The American Miso Co. for ' 
Great Eastern Sun in Asheville, NC 
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9 .... Cancellation of this Agreement requires 
six months notice by either party, but may 
be effected over shorter or longer period as 
agreed to by both parties. 

10. Further, it is understood and agreed, that 
while this Management Agreement is in 
effect, the general terms may be changed, 
if such changes are agreed upon by both 
contracting parties. 

FEE STRUCTURE 
1. $1,679annuallyonamemberco-operative's 

first $100,000 of sales. 

2. An additional fee of $138 for each additional 
$100,000 of sales. 

3. The maximum fee charged to any organi
zation will not exceed $16,440 per year .. . 

The fee structure for service may be reviewed 
annually and amended ... 

RESPONSIBILITIES OF CO-OP ATLANTIC 
1. Operate a clean, competitive, efficient and 

viable member co-operative. 
2. Attain satisfactory growth in the services 

provided by the member co-operative. 
3. Submit a monthly business report in such 

National Cooperative Bank 
NCB Development Corporation 

ANNOUNCES THE FORMATION OF A 
NATURAL FOODS INDUSTRY GROUP 

National Cooperative Bank and its affiliate, NCB Development Corporation, 
have formed a specialized lending team to service financing requirements for 
cooperatives in the natural foods industry. We offer customized service, flexible 
terms, and a full range of financing products for both retail and wholesale busi
nesses. Financing is available for established and start-up enterprises. 

Your customized financial solution may include one or more of the following: 

■ Short-Term Loans (inventory, seasonal cashflow needs) 

■ Long-Term Loans (equipment,facility purchase/expansion, 
working capital) 

■ Equipment Leasing 

■ Business Planning Advances (feasibility studies for new store 
development) 

For information, call a lender in the Nat:ural Foods Industry Group at 
(202) 7454670, or write NCB Devel<1Jment Corpvranon, P.O. Box 98612 

Washington, D.C. 20090-6812. ' 

Sally Colella Gregory O 'Brien Terry Simonette Linda Whitney 

National Cooperative~ 
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detail as may be required by the Board of 
Directors of the member co-operative. 

4. Carry out policies as established by the 
Board of Directors of the member co-op
erative. 

5. Cause to be carried out, as may be required 
from time to time, audit or other security 
checks to safeguard the assets of the 
member co-operative. 

6. Obtain Board approval before the addition 
or deletion of services at the member co
operative. 

7. Establish salaries of staff within the salary 
ranges approved by the Board of the 
member co-operative. 

8. Maintain an adequate accounting system, 
with due regard for internal controls. 

9. Negotiate collective agreements within the 
guidelines established by the Board of the 
member co-operative. 

10. Review, appraise, and if found advisable, 
adopt policy changes suggested from time 
to time by Co-op Atlantic. 

11. Obtain permission before purchasing, 
leasing or selling capital assets in excess 
of an amount to be determined on a yearly 
basis through resolution of the Board of the 
member cooperative. 

12. Implement retail systems manual policies 
in order to achieve standardization 
throughout the Atlantic area. 

13. Carry out any other function the Board 
may delegate to management. 

RESPONSIBILITIES Of THE MEMBER CO
OPERATIVE BOARD OF DIRECTORS 

4. Establish operating policies .... 
6. Maintain an active membership ... 
7. Follow up on members' resolutions to en

sure action is taken. 
8. Plan annual meeting and prepare factual 

reports for membership .... 
12. Hire and/or dismiss management. (Man

agement, in this case, being Co-opAtlantic.) 
13. Analyze and review manager's monthly 

report .... 
17. Approve salary for the resident manager, 

on a yearly basis, in consultation with the 
Area Manager. 

18. Approve salary ranges for staff when there 
is no collective agreement. 

19. Provide guidelines to management for 
negotiating a collective agreement. ... 

23. Recommend level and method for patron
age refunds to the membership. □ 
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The vegetarian breakfast link 
with only 3 gat per serving. 

Try our complete line of delicious 100% vegetarian, low fat deli style products 

AMERICAN GRlll • LEMON GRlll • FONEY BAI.ONEY · FAKIN BACON · roru PUPS and 1~1 brand tempehs 
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~ DOWN TO EARTH DISTRIBUTORS, INC. ~ 
~ 850 West 2nd. Ave. Eugene, OR 97 402 :g 
0 503/485-5932 . 800/234-5932 m 
• GIFTS • NATURAL PEST CONTROLS • BASKETS ♦ 
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SPECIALIZE IN 
HEALTHY HOLIDAY 

BEVERAGES 

Amazake can do every
thing. It even makes a 
helluva Christmas Nog. 
Four years a success, this 
non-dairy, no refined 
sugars, no egg Rice Nog 
makes celebrating a 
healthy experience. 
Available from October 
thru December. 

May be served hot too! 

~" 
~.r 

~ Filtt-r1dw1t1r, 
brownriu, llmonds, raisin 
syrup, ric1Koji•, comoil, wanih , 
n11turtlll1vor, apicu. 111ult. 

"Ko;.•~t~riu, 
br11U1Mnner_down_ 
•~ttHlff¥'drink. __ ..._ __ 
........,_...,_ 

GRAINAISSANCE INC. 
1580 62nd St.• Emeryville, CA 94608 • (510) 547-7256 

• Nonfat, Lowfat and Whole Milk Varieties. 

• All Natur~I Yoghurt with Active Cultures including Acidophilus. 

• Honey Sweetened Real Fruit Flavors and Two Types of Plain. 

• Recyclable ~ontainers. 

~ 
Mountain High Yoghurt• 1325 W. Oxford 
Englewood, CO 80110 • (303) 761-2210 
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!BOARD OF DIRECTORS 

Creating a Co-op Niche 
A Look at the Grocery and Natural Foods Industries 

By Fred Stapenhorst 

W ho are we marketing to? Who is our primary 
competition? What is the demographic profile 
of the population that is inclined to shop in our 

stores? What is our buying power in relation to other 
stores? These questions are important if we expect to 
operate a successful cooperative business. How should 
we determine what prices to charge, what products to 
offer, or what services to offer? 

Finding the answers to most of these questions 
requires some knowledge about the grocery industry 
and knowing where we fit in that industry. A cursory 
knowledge of our industry is vital if a co-op' s leadership 
is going to provide realistic direction and support for its 
management and membership. This knowledge helps 
us to know what's possible in the market place, where 
to direct resources, and what our limitations and op
portunities are. 

The objective of this article is to provide directors 
with an overview of the grocery industry and a sense of 
where their co-op fits in that industry, as well as some 
suggestions on how to apply that knowledge to their 
own situation. 

Grocery gross 
The grocery industry is huge: annual retail sales are 

nearly $350 billion. On the consumer end, weekly per 
capita expenditure nationally is approximately $30. 

Approximately 12 percent of all disposable income is 
spent in grocery stores. Only a few years ago this figure 
was closer to 16 percent. The rather dramatic decline 
is a reflection of many factors, of which the two-income 
household is probably the most significant. 

This article is an updated version of one originally pub
lished in early 1988 (CG #16, April-May 1988). 

Fred Stapenhorst is general manager at Kokua Country 
Foods, a cooperative in Honolulu, Hawaii. He has over 
eighteen years of experience as a manager and consultant in 
the natural foods industry, particularly with co-ops. 

The board of directors column is produced with assistance 
from Karen Zimbelman, an independent trainer and consult
ant providing specialized services to co-ops throughout North 
America (P. 0. Box 563; Arcata, CA 9521; 707 I 445-4849). 
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The immense size of the grocery industry lends itself 
to economies of scale. Buying in carload quantities, 
investing heavily in mechanized equipment and data 
processing facilities, and highly discounted promo
tional programs to gain market share, all become 
economically attractive in a business where the typical 
supermarket has annual sales of $10-15 million and 
wholesalers with less than $500 million in annual sales 
are considered small. The trend, particularly since 
World War II, has been towards consolidation. Fifty 
years ago the chain store was almost unheard of; today 
over 50 percent of all retail grocery sales are handled by 
chain stores. The independent grocery store is not 
threatened with extinction, but it is not likely to expand 
as a form of grocery retailing. 

At the wholesale level, the consolidation is even 
more intense. Today, fewer than 50 companies domi
nate the wholesale activity nationally. 

Natural and non-natural 
What about the natural foods industry? As an 

industry, natural foods is a relative newcomer on the 
grocery industry scene. Although "health foods" have 
been distributed since the 1920s, the industry did not 
really begin to recognize itself as such until the 1970s, 
when numerous retail formats, distributors and 
manufacturers were launched. Co-ops played an im
portant part in these pioneering efforts - particularly 
at the retail level. Today the industry is beginning to 
mature. Recognizable retail formats emerge more 
routinely, national brands have gained a modest level 
of consumer recognition, and wholesalers and manu
facturers have rationalized the distribution channels. 

At present, natural foods wholesalers seem to be 
taking the lead in terms of sophistication and matu
ration, spurred on by the same economic factors as the 
rest of the grocery industry: size and consolidation. 
Warehouse exceeding 100,000 square feet are becom
ing more common, carload buying is now almost a 
necessity, and retail services such as electronic order
ing, custom pricing, product movement, and gross 
profit reports, customized retail promotional programs, 
and the like, are becoming the norm. Acquisitions are 
occurring more frequently. 
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Mass marketers, supers, independents 
At the retail level, the pattern is a little different. 

The industry seems to be made up of three distinct 
segments: mass marketers, natural food supermar
kets (usually with multiple stores), and smaller inde
pendent natural foods and health food stores. Each of 
these segments controls a substantial portion of over 
$4 billion in annual sales. 

The mass marketers include regional and national 
conventional supermarket chains and a few national 
drug store chains, primarily selling recognizable na
tional brands - Hain, Nature's Gate, Knudsen. Their 
interest in natural foods retailing is primarily moti
vated by the high profit margins typically associated 
with the natural foods business and their desire to offer 
a product line that helps distinguish them from their 
competitors. 

A few chains have made major commitments to 
natural foods retailing, often dedlcating 2-3,000 square 
feet of their stores to prominent displays of packaged 
natural foods, bulk foods, frozen and refrigerated 
natural foods, and frequently organic produce. Raley's 
in California and Fred Meyers in the Northwes are 
notable examples. 

In the last ten years or so, the natural foods su
permarket has emerged as a major factor in natural 
foods retailing. Patterned after the traditional grocery 

retailer, these stores offer a complete selection of natu
ral foods, including perishables (produce, fish, meat 
and poultry, deli), in an upscale supermarket strategy. 
Stores of this nature usually have 8-20,000 square feet 
of total area and are often part of a small chain of stores. 
Annual sales are typically $3-10 million per store. 
Management techniques are increasingly patterned 
after those of their counterparts in the conventional 
grocery industry. Bread & Circus in Boston, Mrs. 
Goooch's in Los Angeles, and Puget Consumers Coop
erative in Seattle are notable examples. 

A completely new type of supermarket chain will be 
launched in 1991 with the advent of Fresh Fields 
supermarkets in the mid-Atlantic states. Fresh Fields 
will try to meet the growing demand of conventional 
shoppers for fresh and "good-for-you" foods by offering 
these types of products in a mainstream supermarket 
setting. If successful, Fresh Fields will hope to avoid 
the "health nut/high priced" image that continues to 
characterize the natural foods industry in the minds of 
most supermarket shoppers. 

The independent natural foods store continues to 
have a strong presence in the industry. These stores 
are usually small, under $3 million in annual sales, 
with 1-6,000 square feet of selling area. Such stores 
are usually successful as a result of: 
• being located in a market area that is demographic

ally suited to the product offering and that lacks 

STRETCH ISLAND ORGANIC 

Apple, Grape & Raspberry 
made from 3rd-party certified Organically Grown Fruit 

and that's all! 

Stretch Island Fruit, Inc. • Grapevlew, WA 98548 • HB.275.8050 

Cooperative Grocer 21 September-October 1991 



other serious natural foods competition; and 
• good management. 
Other ingredients for success include: 
• emphasis on quality products; 
• good perishables, especially produce; 
• a unique product mix; 
• excellent service; 
• marketing techniques that inform the consumer 

about the merits of natural food products; and 
• a friendly, relaxed atmosphere and store decor. 
Although important, price and aggressive merchandis
ing techniques are often secondary in the formula for 
success. 

Today most retail food co-ops fit into the category of 
independent natural foods retailers,and many of them 
are thriving. New Pioneer in Iowa, Arcata Co-op in 
California, Food Front in Oregon, and Cape Ann Food 
Co-op in Massachusetts are good examples, and there 
are numerous others. 

Understanding your market 
Success for retail food co-ops is usually a result of the 

same set of perceptions and techniques as those em
ployed by their successful counterparts in the private 
sector. Understanding your market and your niche in 
it is essential no matter what type of store you have. 
The recommendations here will focus on natural foods 
co-ops: 

• Recognize your place in the grocery industry, par
ticularly the natural foods industry. Specialty stores 
are seeing somewhat of a renaissance in grocery retail
ing- to some degree the entire industry is fragmenting. 
You have significant potential for success so long as you 
exploit your specialty: natural foods retailing in a 
small, friendly environment. 

• Target that slice of the population that is inclined 
to patronize your type of store. The profile of the natural 
foods shopper is fairly distinguishable. Demographic 
studies of the natural foods shopper show one consis
tent characteristic: level of education. Secondary 
characteristics, although they're becoming blurred as 
the years go by, include income level, age and family 
size. Natural foods shoppers tend to group in upper 
and lower income levels, less in middle income brack
ets; in younger and older age levels, again less in 
middle age brackets; and to include a disproportionate 
number of single and childless shoppers. In sum, 
recognize demographically who your most likely shop
pers really are and go after them. Rather than trying to 
fit the market to you - a common mistake of co-op 
marketing strategies -fit yourself to the market. 

• Clearly understand what your marketing should 
emphasize-whatyourshoppersreallywant. Attention 
to quality, good perishables, a unique product mix, 
excellent service, the availability of information and 
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education about the merits of your products, and a 
friendly, relaxed physical environment are largely what 
your shoppers are seeking. 

• Understand who your primary competitors really 
are. Compete at your own level - offer better product 
selection, friendlier service, fresher produce, more in
formation and education (and notjustinprintedform), 
and a more attractive physical environment than your 
neighborhood independent natural foods store. 

Price is usually a secondary consideration. (Most 
food co-ops ~re already priced well below their com peti
tors on natural foods products - often unnecessarily 
so.) The board of directors may want to request the 
results of management's routine price comparisons. 
From these results the board can stay abreast of the co
op's relative price position. 

• Recognize the value and role of good management. 
Find the best manager and staff you can, pay them 
well, and let them do their jobs. In consulting with over 
forty privately and cooperatively owned independent 
natural foods stores, I have yet to find a success that 
doesn't have good management. 

If the board expects to retain good management, 
competitive compensation is a must. Assistance in this 
area can be gained by a review of local compensation 
surveys (usually available from a variety of public and 
semi-public agencies), and by questioning other suc
cessful natural foods stores about their management's 
earnings. Management consultants usually have con
siderable information on earnings in the industry. 

• Recognize the key operating and financial indica
tors for your type of store format. Check industry av
erages for gross margin, sales per square foot, linear 
feet of display areas, labor costs, occupancy costs, 
productivity measures, etc. The Natural Foods Mer
chandiser publishes an annual survey that summa
rizes many of these key indicators by store size and 
format. Cooperative Grocer conducts a similar survey 
for food co-ops only (most recently in CG #35, July
August 1991). Study and understand these key indica
tors. Don't fight them - they represent the real life 
experience of thousands of stores and define the oper
ating and financial parameters of your type of store. 

Finally, once you've done these things, capitalize on 
the one important difference in what you're trying to do 
- you're a cooperative! You're owned and controlled 
differently. Your mere existence is motivated by ser
vice to the members and the welfare of your commu
nity. You believe that cooperative ownership is 
superior to private ownership. Tell people about it-it's 
the marketing tool that makes you unique. And best of 
all, it comes from the heart! You will fail if you try to 
sell mainly ideology, but if your marketing deeds are 
equal to your ideals, who wouldn't want to shop at the 
co-op? □ 
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ICLASSIFIEDSI 
Co-op Position Listings 

Take advantage of the Cooperative Grocer 
position listings service! After an initial paid 
listing, any further listings in the next four years 
are available FREE. The one-time cost is $50. 
This is for co-op position listings; please limit 
each listing to under 150 words. Advertising 
copy may be received up to the 10th of the 
month prior to publication. Publication dates 
are the first of January, March, May, July, Sep
tember, November. Cooperative Grocer; Box 
597; Athens, OH 45701 ;800/878-7333. 

General 
Manager 

Puget Consumers' Co-opnatural foods retailer 
seeks GM. $30 mll sales, 7 stores, 32K 
members, 21 O staff. Exp In retall grocery 
mngmt, finance, leadershlp, team bulldlng, 
planning, customer service, communications, 
and community/media relatlons a must. Exp 
with co-ops, boards and democratic mngmt 
strongly prfd. Supervises 16, reports to board 
president. Sal $60K+ DOE, excl benes. Send 
resume; letter of Interest; 5 references, phone 
#s, relatlonshlps to Search Committee, PCC, 
4201 Roosevelt Way NE, Seattle, WA 98105 by 
9/23/91. Women and minorities encouraged 
to apply. 

HILL & HUSSMAN 

Refrigeration equipment 
remanufactured like new, 

1 year warranty 

DeMartino Fixture Co. 
Wallingford, CT 

203-269-3971 
800-228-3971 

The Catalyst Group 
Equipment Leasing 

for Cooperatives 
Get the Equipment you need NOW! 

Our Leasing Programs provide: 
• 100% Fixed Payment Financing 

• Entire lease payment Tax Deductlble 
• $25,000 Appllcatlon Only 

1 O % of Profits will support Cooperative Grocen 
Call Blake Ross for information. 

802/254-8144 

Cooperative Grocer 

Co-op Financial Planning & Analysis 
Scott Beers of Lottsa Financial is available to help 
your co-op's planning process by developing pro
jected income statements, balance sheets and 
cash flows. He can also analyze past financial 
records to identify strengths and weaknesses, 
and then present options for improving financial 
performance. Lottsa has worked with co-ops 
since 1981, and Scott has co-authored Coop
erative Grocers Retail Cooperative Operations 
Surveys. For further information, write or call: 
Scott Beers, Lottsa Financial Services, Inc.; 1806 
Riverside Av.; Minneapolis, MN 55454; (612) 
338-7459. 

1990 Retail Operations Survey 

Published in the July-August 1991 spe
cial edition of Cooperative Grocer, this is 
a vital resource for every food co-op! Be 
sure directors, managers, staff, and 
others have their own copy. Now 
available for only $2.00 each. And if 
you haven't yet ordered bulk subscrip
tions of Cooperative Grocer for your or
ganization, the survey edition is an ex
cellent place to start! Five or more 
subscriptions to the same address 
are available for only $15.00 each. 

CG; P.O. Box 597;Athens, OH 45701. 

THE 

MACROBIOTIC 
WHOLESALE C2MPANY 

We specialize in the distribution of high quality macrobiotic staples and other organic and 
non-organic health foods. We represent companies such as Mitoku, Eden Miso Master 
Maine Co~t Sea Vegetables, Nasoya, Edward & Sons, San-J, Sobaya, 

1

Purity Foods: 
Southern Rice, Weleda, RW Knudson, Lundberg, and many more fine domestic producers. 

Retailers • Co-ops • Restaurants 
799 Old Leicester Hwy, Asheville, NC 28806 1 

l-80M38-4730 or FAX (704) 252-9479 

23 

You Will Notice The Quality 

FLAT BREAD MINIS 
THIN & CRISPY 

No Cholesterol 
• No Hydrogenated Oil 
• No Preservatives 
• No Artificial Flavors 
• No Artificial Colors 
•BULK 
SESAME STICKS 
UNSALTED 
SESAME STICKS 
GARLIC STICKS 

CHEDDAR STICKS 
JALAPENO 
CHEDDAR STICKS 
CHILI LEMON 
STICKS 

POPPY ONION SPICY TOMATO 
STICKS STICKS 
SESAME OAT BRAN STICKS 

Golden Flavor Foods 
P.O. 239, Hinsdale, IL 60522 
FAX (708) 910-3187 
Tel: (708) 654-3241 (800) 245-1535 
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11nj~~ U,- vOlive Qil COR P. 

California Olive Oil Corp. introduces 
its newest product - "Canol ive" -
Cal ifornia Oi l has taken its best 
expeller pressed canola oi l and 
blended with 25% extra virg in olive 
oil. This . completel y mono
unsaturated oil -is well suited for sau
te ing , li ght fry ing , and salads 

Other pro·ducts available: Extra 
virgin olive oil, expeller unrefined 
corn, peanut, high oleic safflower. 
Packed in onsumer size -16 oz. , 32 
oz. , 1 gal. , 35 lb., 30 gal., 55 gal. and 
tank trucks. 

The California Olive m Corporation 
134 Canal Street • Salem, MA 01970 

Telephone 508 7 45 7840 
FAX 508 744 3492 

Cooperative Grocer 
P.O. Box 597 
Athens, OH 45701 

"A Kiss is still a Kiss", but the bath and 
shower will never be the same .... 

Three delightful new "MOISTURE 
BATHS" From KISS MY FACE® to 
soothe, soften and sell! 

Plus, new GARDENIA BATH AND 
· BODY OIL, a rich combination of 
Jojoba, Gardenia, Olive and Vitamin E 

' Oils. Wonderful in the bath or shower. 
Sensational as a Body Oil! 

Created without artificial fragrance, 
colors, or animal ingredients. 

Offered to you with no unnecessary outer 
box, in coded, recyclable bottles. 

Kiss My Face Corp., P.O. Box 224-, 
Gardiner, NY 12525 (800) 262-KISS 

Country Save" 
Premium Laundry Detergent 

The phosphate-free and economical a lternative. 

Environment conscious people 
are turning to COUNTRY SA VE. 
Here's why ... 
• 100% phosphate-free and biodegradable. 

• Concentrated-use only 1/3 cup! 
Low cost per wash - competitive 
with major brands. 

• Fresh, clean and bright laundry 
using hot or cold water. 

• Gentle for baby clothes, also 
recommended for sensitive skin. 

• Contains built-in fabric softener 
which also reduces "static cling." 

• Good for septic tanks. 

• Fragrance free 

• Not tested on animals. 

Country Safe Corp., 3410 Smith Avenue, Everett, WA 98201 
(206) 258-1171 ■ FAX (206) 252-7095 
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