:gRICULTURAL
IN ~iERATIVES
WAI l-1959

C. W. PETERS

A

.

gricultural E
, .
Hawaii
• conomics
U
•
Agricultural
E . Re part No. 42
n1versity of Hawaii xperiment
Stat1on
•
D
ecember 1959

HIGHLIGHTS

1. Sugar produced in Hawaii has been marketed cooperatively for over SO
years. The Californi a and Hawaiian Sugar Refining Corporation, which markets
substantially a ll of Hawaii's sugar products, is among the larger farm
cooperatives in the United States. Cooperation in the sugar industry also
extends to joint action in cnnducting research and labor relations.
2. Cooperative marketing is not currently practiced by the Hawaii a n
pineapple industry but the cooperative approach is used by this industry in
conducting research and market development programs.
3. Cooperatives have served Hawaii's diversified agriculture (other than
sugar and pineapple) since the early 1900's but they have been an important
factor in the marketing of local products only since the 1930's.
4. Among farm cooperatives incorporated from 1924 to 1958, the failure
rate has approa ched 50 percent. In recent years there has been an upsurge of
interest in farm cooperatives among Hawaii's farmers. Nineteen of the 27
associations active in 1958 have been organized since World War II.
5. On January 1, 1959, there were 27 farm cooperatives operating in Hawaii
with an active patronage of almost 3,500. Their gross volume in 1958 was about
$112 million for products marketed, including sugar products, and $1.5 million
for production supplies purchased.
6. In terms of the share of the state output that is marketed cooperatively
the Hawaii cooperatives are particularly significant in sugar, coffee, and hogs.
They are also important but to a lesser degree in poultry and in fruits and
vegetables.
7. The Uniform Agricultural Cooperative Association Act provides an
excellent legal base for farm cooperatives organized in Hawaii.
8. Membership requirements of Hawaii farm cooperatives are usually not
difficult in that only six associations require an initial investment of over
$100 while some are as low as $1.00 for a membership fee. A limited number of
associations require a contract that obligates the member to deliver connnodities
to the cooperative.
9. Voting at membership meetings is generally based on one vote per member.
Directors who are elected by the members at annual meetings serve for terms that
run for 1, 2, or 3 years with the 1-year term predominating. These directors
are responsible for hiring management and determining policy although in certain
organizations they have given the manager almost complete control of the business.
10. Pooling of connnodities marketed is practiced by the cooperatives
handling suga r, eggs, and coffee where quality differences may be determined
objectively through grading procedures. Other connnodities where quality is more
difficult to measure are generally accounted for as individual lots.
11. Supplies and services are normally priced at cost plus a nominal markup
(5 to 15 percent) in the associations that engage primarily in marketing. Other
cooperatives price according to competition and plan to distribute margins as
patronage dividends at the close of the year .

12. Hawaii farm cooperatives make a practice of distributing margins (profit
in a private business) on the basis of business done with patrons during the
period involved. The distribution is based on physical units handled or on
dollar volume, and the "refund" may be in cash or in the form of a book credit
or a certificate of some type.
13. Over half of the managers of Hawaii farm cooperatives have served more
than 5 years and the median salary of managers is about $5,000 per annum.
14. Programs aimed at building or improving membership and public relations
have in large part been neglected by agricultural cooperatives in the State.
15. Members and patrons have provided most of the capital required by farm
cooperatives in Hawaii. Contributions to capital from this source totaled
$925,000 in 26 associations (C and H excepted). This accumulated capital is
equivalent to 49 percent of the total assets of the units. It reflects
(1) proceeds from sale of memberships and stock and (2) retained margins on
products marketed or supplies purchased.
16. Current assets exceed current liabilities by 1.85 to 1 in 26 Hawaii
farm cooperatives. Accounts receivable make up almost half of the total assets
reported. Physical facilities averaged $20,200 per association on the basis of
net book value and represented 27.8 percent of all assets. Total assets of the
26 cooperatives were $1,886,196 which is $72,500 per unit.
17. Liabilities of the farm cooperatives consist primarily of trade accounts
and amounts due patrons although loans, mostly from conunercial banks, are an
important source of funds in a few associations.
18. All but four of the farm cooperatives in the State are having their
records audited regularly by a public accountant. Only a minority of units,
however, are making a practice of bonding their employees.
19. Agricultural cooperatives in Hawaii are generally exempt from payment
of the general excise tax (equivalent to state sales tax) on conunodities marketed
and supplies purchased for their patrons.

They are also exempt from the federal

and state income tax on corporate income, providing they meet stipulated
requirements. All but four associations are operating in such a way that they
have qualified for this exemption.
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of the data were assembled. Appreciation is also expressed to Mrs. Grace Unemori
and Mrs. Fukuye Lukela for their excellent work in preparing the manuscript for
publication.
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Facilities of the California and Hawaiian Sugar Refining Corporation
at Aiea, Oahu, overlooking Pearl Harbor.
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AGRICULTURAL COOPERATIVES IN HAWAll-1959
C. W. Peters
INTRODUCTION

Although in certain respects cooperation in agriculture has a long and
reasonably successful history in Hawaii, it has nQt yet achieved the significance
in some phases that prevails in other sections of the United States. In the
sugar industry of the Islands, the plantations have practiced cooperation
extensively but the pineapple growers and processors have not extended cooperative
activity nearly so far. In the diversified agriculture (farming and ranching
other than sugar and pineapple) the record of cooperative endeavor is very
spotty and the mortality rate of associations formed since 1900 approaches 50
percent.
The research on which this report is based was undertaken a s a means of
developing a better understanding of farm cooperatives and their relation to
the agriculture of Hawaii. By examining the background of such cooperatives
and reviewing the organizational pattern and operating practices of existing
cooperatives, it is possible to identify some of the points of strength and
weakness in these farmer organizations. As a second phase of the project, it
is planned that detailed case studies will be made for a selected number of
associations. The ultimate purpose is to consider how cooperatives in Hawaii
may fit the developing pattern of integration in agriculture and how they may
contribute further to improvement of the economic position of island farm e rs.
During 1958 and 1959, all farm cooperatives operating in Hawaii were
surveyed in order to obtain desired information on their activities and status.
The bulk of the data assembled was provided through the medium of personal
interviews with managers and officers of the cooperatives. Records maintained by
the State Treasurer's Office and file materials at the University of Hawaii also
proved to be valuable sources of data on both defunct and active associations.
BACKGROUND

To understand the current status of agricultural cooperatives in Hawaii it
is essential that some consideration be given to the historical setting of
such organizations. The review that follows is divided according to major
segments of the State's agriculture.

This treatment of the background is

deemed desirable because of the substantial differences in development of
cooperative efforts among the several types of farms and farm operators in
the Islands.
Cooperation in the Sugar Industry'

The development of Hawaii's sugar industry provides an excellent example
of cooperation in the broad sense of the term. As early as 1882 the sugar

lf A. L. Dean, Cooperation in the Sugar Industry of Hawaii, American
Council, Institute of Pacific Relations, 1933.
Hawaiian Sugar, California and Hawaiian Sugar Refining Corporation, Eighth
printing.
Boris Emett, The California and Hawaiian Sugar Refining Corporation, Stanford
University, 1928.
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planters organized to consider their conunon problems such as availability of
land and labor. Later the same group set up a program of scientific
experimentation in production of sugar cane that developed into the present
experiment station of the Hawaiian Sugar Planters' Association. By 1900 the
sugar planters of Hawaii had gained some strength financially and were becoming
discontent with the hold that mainland refiners seemed to be exploiting. This
alleged exploitation largely took the form of discrimination in prices paid for
Hawaiian raw sugar.
Beginning in 1898 a number of Hawaiian sugar producers took action to
obtain control of refining facilities through organization of a joint enterprise
arrangement with the California and Hawaiian Sugar Refining Companyll which
operated a refinery at Crockett on San Francisco Bay. It was not until 1904,
however, that the forerunner of the present cooperative marketing facilities
of Hawaii's sugar plantations was set up through organization of the Sugar
Factors Company, Ltd., by 32 producing companies. Within a short time (in 1905)
the Sugar Factors Company took over control of C and H through purchase of the
latter's capital stock. Active operation of the refinery as a cooperative
facility dates from early in 1906. It was in this manner that the sugar
plantations of Hawaii first acquired a cooperatively owned refinery.
The present California and Hawaiian Sugar Refining Corporation was the
result of a reorganization in 1921 (under California law) after the previous
venture had encountered financial reverses during and after World War I. The
present C and His wholly owned by the 27 sugar plantations now operating in
Hawaii. It operates its own refineries at Crockett, California, and Aiea, Hawaii,
and has a contractual arrangement with a refining company in Texas. In addition
to refining and/or marketing the raw sugar from the plantation fields and mills,
this cooperative also serves as the marketing outlet for molasses from Hawaii
and for sugar produced from cane grown by some 1,300 independent farmers. The
great bulk of the sugar handled by C and His sold in refined form but some
may on occasion be moved to other refiners as raw sugar.
During recent years this agricultural cooperative has been refining over
800,000 tons annually of raw sugar which it markets under the "C and H" trademark
in the western two-thirds of the United States. The total product of Hawaii's
sugar industry has averaged close to 150 million dollars p3r year in value since
1953. Substantially all of this gross output is marketed cooperatively.
In large part because of the agency system through which one firm purchases
production supplies for a number of plantations, the sugar industry of Hawaii
has not engaged extensively in cooperative purchasing. In effect, of course,
the pooling of purchases by the central agencies may result in the benefits of
large-scale buying being realized by the plantations.
Among the independent sugar cane growers on the island of Hawaii there are
informal bargaining groups but their activities have not yet been formalized
into recognized cooperative action.

11 Boris Emett refers to this company as "The California Beet Sugar
Refinery."

- 7 -

Cooperation in the Pineapple lndustrya

Although similar to the sugar industry in some respects, the pineapple
operations in Hawaii differ importantly in several ways. Pineapple is a relatively
young industry (about 50 years) in which there are fewer than ten important
producers most of whom are also processors. Also, the pineapple industry of
Hawaii has been characterized by active competition among the companies involved
with occasional sharp differences in basic policies. Historically speaking,
another point of divergence is the fact that the pineapple companies of Hawaii
have until quite recently produced much of the world's pack of pineapple products
while in the case of sugar the Hawaiian planters have always faced active
competition from numerous other producing areas both at home and abroad.
In common with the sugar industry, the pineapple producers have worked
together very effectively in supporting research on production problems and
in meeting a number of acute situations having to do with shipping space and
labor. From time to time, beginning as early as 1908, the pineapple companies
have pooled resources to conduct market development campaigns designed to sell
more of their product. As manifestations of industry cooperation at these
points, there is currently in operation an excellent research facility in the
form of the Pineapple Research Institute and an informational and promotional
agency known as the Pineapple Companies of Hawaii that conducts advertising
on a nation-wide scale.
On the marketing side the pineapple industry has experienced several
periods of extreme hardship in disposing of its processed products. It was
during such a period in the early years of the industry that one of the pioneers
in the business (John Emmeluth) first suggested a plan for cooperative canning,
warehousing, and shipping of the fruit. Nothing came to fruition immediately
as a result of this proposal; in fact, it was not until a crisis developed in
the industry after 1930 that serious thought was given to cooperative marketing.
Finally in 1932 there was organized the Pineapple Producers Cooperative
Association which engaged in the marketing of processed pineapple products and
also conducted an extensive advertising program. As economic conditions
improved during the 1930's and with the advent of World War II there was a
marked decline of interest in selling pineapple products on a pool basis. The
association was dissolved in 1944 and since that time each company has performed
its own marketing function.
As was the case in the sugar industry there has been little or no use made
of the cooperative approach to purchase of supplies used in the production of
Hawaiian pineapples. In general the plantation units operated by the pineapple
companies are sufficiently large that they can obtain the advantages of large
scale buying on an individual basis. At present there are two service-type
cooperatives made up of independent pineapple growers who work together on such
activities as negotiating contracts with canners and harvesting fruit for
delivery to canneries.

11 Royal N. Chapman, Cooperation in the Hawaiian Pineapple Business,
American Council, Institute of Pacific Relations, 1933.
Basic Facts about Pineapple in Hawaii, Pineapple Companies of Hawaii (undated).
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Cooperation in Diversified Agriculture+

In Hawaii diversified agriculture is made up of those farms that produce
commodities other than sugar cane and pineapple. Farmers operating these
generally smaller units in Hawaii have a long history of cooperation on an
informal basis. It is reported that there were a number of cooperative farms
(fun kung) among the Chinese rice farmers during the latter part of the 19th
century. Many Japanese farmers have also worked together to accomplish mutual
objectives such as provision of burial aid, exchange of financial assistance,
and the making of investments. These groups were called "Kumiai," the Japanese
word for cooperative; their counterpart among the Chinese was the "Hui." In
this form of cooperation there was little attention devoted to the marketing of
farm products or the purchasing of production supplies.
Apparently interest in agricultural cooperatives of the business type began
developing in Hawaii during the early 1900's. Writing in the 1914 issue of
Thrum's Annual, Mr. E. V. Wilcox of the Hawaii Agricultural Experiment Station
no t ed the following:
"Recently I have begun, for the second or third time in Hawaii, to
assist in the establishment of cooperative associations in the different
communities of farmers throughout the Territory. A few years ago the
idea of cooperation did not strike the farmers favorably, and they did
not appear to see the necessity of it. Now the great advantages of
cooperation are appreciated, and farmers are enthusiastically taking up
the idea of getting together for business and social reasons.
During the past three months six cooperative associations have been
organized on Kauai, Hawaii and Maui, and the idea of getting together
for business and social reasons has been taken up enthusiastically in
all six connnunities. 11
It is not known what functions most of these early cooperatives intended to
perform nor during what time period they actually operated. In any event, except
for the Hilo Meat Cooperative, none of these organizations has survived and at
the present time the next oldest cooperative (following Hilo Meat) serving
diversified agriculture was organized in 1934.
The listing of defunct cooperatives in Appendix A indicates that 17
associations that later failed were incorporated from 1924 to 1955. One of
these was the Pineapple Producers Cooperative Association mentioned above but
the others were set up to serve diversified agriculture. Among the latter
there were 7 fruit and vegetable cooperatives, 6 in livestock and poultry, and
the other 3 planned to market taro or flowers. According to the meager
information available, most of these organizations never really got into actual
trading activities. Those that did operat~ for a time did not develop
sufficient volume to continue or had difficulty with financing, management, or
internal relations.
~/ John Wesley Coulter and Chee Kwon Chun, Chinese Rice Farmers in Hawaii,
University of Hawaii Bulletin, Volume 16, Number 5, March, 1937.
Thos. G. Thrum, Thrum's Annual 1914, Honolulu.
Norman Meller, Agricultural Marketing and Purchasing Cooperatives, Legislative
Re f erence Bureau, University of Hawaii, Report No. 2, 1947.
Public records of Hawaii corporations maintained by the Hawaii State Treasurer,
Honolulu.
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One cooperative activity that prospered for a few years is deserving of
special mention. This is the Hawaii Produce Market at Hilo that was set up in
World War II for the purpose of channeling fresh fruits and vegetables to the
Military Goverrunent in Honolulu. The cooperative also purchased production
supplies for its patrons . At the close of the war, action was taken to use
this cooperative as the nucleus of an island-wide association that would market
Hawaiian produce in Honolulu and in the local markets on the Neighbor Islands.
Although considerable progress was ma de in the reorganization program, the
entire effort failed in the latter part of 1946 when a shipping strike made
individual marketing appear more attra ctive to 1:1e growers .
By 1947 there were 10 cooperatives serving the diversified agriculture
of Hawaii. They were reported to h ave had a total membership of 915 farmers and
it was estimRted that perhaps one-fourth to one-fifth of all farmers were
members. At that time these associations were an important factor only in the
marketing of fresh fruits and vegetables and live hogs.

COOPERATIVES IN 1959

Despite the high mortality rate among cooperatives organized by Hawaii's
farmers, the number of associations operating in the State has been gaining.
In terms of business transacted, however, the advance has not kept pace with
the increase in numbers. The relative importance of marketing and purchasing
cooperatives among the agricultural enterprises varies greatly and in marketing
it extends from complete coverage in sugar to zero in pineapple, macadamia nuts,
and milk.
Number, Age, and Functions

On January 1, 1959 there were 27 incorporated agricultural cooperatives
operating in Hawaii. By type of association (see table 1), the most numerous
group handled fruits and vegetables and consisted of nine associations. Livestock
and poultry associations numbered seven and there were four coffee cooperatives.
Seven organizations, including the C and H Sugar Refining Corporation, are
included in the miscellaneous category. Two of these unclassified units are
engaged wholly in the purchasing of production and garden supplies and two others
are bargaining associations. Twenty cooperatives in all are offering production
supplies to their members and patrons; in fact, only three groups whose principal
function is marketing do not also handle some types of farm supplies. Another
auxiliary function performed by some associations, particularly those handling
fresh produce, is the planning of both production and marketing schedules in an
effort to regulate the flow of corrunodities into the markets.
Over two-thirds (19) of the cooperatives listed have been organized since
1946. Only the C and H sugar cooperative and the Hilo Meat Cooperative predate
1930, which means that the remaining six associations were set up during the
depression period of the 1930's and during World War II. Figure 1 and table 1
show the location of these cooperatives. It will be noted that the island of
Hawaii accounts for 14 of the associations listed. Oahu is headquarters for
eight cooperatives but several of these are handling products shipped mostly
from other islands. Maui and Kauai have two cooperatives each and Molokai has
one such organization. The heavy concentration of fruit and vegetable and of
coff e e coope rativ es on Hawaii is largely responsible for the large number of
organizations on that island.

TABLE 1.

INCORPORATED AGRICULTURAL COOPERATIVES OPERATING IN HAWAII AS OF JANUARY 1, 1959
DATE

NAME AND LOCATION

I.

FRUIT ANO VEGETABLE ASSOCIATIONS
HAWAII FARMERS COOPERATIVE ASSOCIATION
HONOLULU (OAHU)

PURCHASING

MARKETiNG

OTHER

193li

LOCALLY PRODUCED FRUITS ANO
VEGETABLES SOLD TO HoNOLULU
WHOLESALERS

BOXES, CRATES, ANO OTHER
PACKING MATERIALS

NONE

MAUI FARMERS COOPERATIVE EXCHANG~
WAILUKU (MAUI)

193li

FRESH VEGETABLES ANO SOME
FRUITS SOLO ON MAUI ANO IN
HONOLULU

FERTILIZER, INSECTICIDE,
SEEDS, BUILDING MATERIALS,
ETC.

PACK TOMATOES ANO HAUL
PRO DUCE TO PI ER

HILO FARMERS COOPERATIVE EXCHANGE.!./
HI LO ( HAWA I I )

1943

FRESH VEGETABLES AND FRUITS
FOR BOTH HAWAII ANO MAINLAND
MARKETS

FERTILIZER, SEEDS,
r:oNTAINERS, INSECTICIDES,
ANO EQUIPMENT

TRUCK SERVICE, SMALL
LOANS, OWN RETAIL STORE

MAUI VEGETABLE GROWERS COOPERATIVE ASSOCIATION
KAHULUI (MAUI)

1945

VEGETABLES FOR MAUI ANO
HONOLULU MARKETS

FERTILIZER, PACKING SUPPLIES,
INSECTICIDES, SEEDS, AND
EQUIPMENT

PACK TOMATOES ANO GIVE
CREDIT

KAMUELA FARMERS COOPERATIVE ASSOCIATION
KAMUELA (HAWAII)

19li7

VEGETABLES FOR LOCAL AND
HONOLULU MARKETS

FERTILIZER, INSECTICIDES,
SEEDS, BOXES, ETC.

KONA PRODUCERS CooPERATIVEl/
KEALAKEKUA (HAWAII)

19lt7

VEGETABLES FOR LOCAL AND
HONOLULU MARKETS

PRODUCTION SUPPLIES

tiONE

VOLCANO GROWER$ COOPERATIVE ASSOCIATION
HILO (HAWAII)

1947

FRUITS ANO VEGETABLES SOLO
THROUGH HAWAII PRODUCE
COOPERATIVE

PRODUCTION SUPPLIES AND
IMPLEMENTS

ADVANCES MADE ON
GROWING CROPS

WAIAKEA FARMERS COOPERATIVE

19li9

FRUITS AND VEGETABLES SOLO
THROUGH HAWAII PRODUCE
COOPERATIVE

Misc. PR ODUCTION SUPPL IES

LO ANS MADE ON CROPS IN
PROGRESS

1952

FRUITS AND VEGETABLES SOLD
LOCALLY ANO THROUGH HONOLULU
WHOLESALERS

GENERAL LINE OF PRODUCTION
SUPPL I FS

HAULI NG TO DOCK

1911

BEEF ANO PROCESSED MEAT
PRODUCTS SOLD ON HAWAII AN O
OA HU

LIMITED VOLUME OF PRODUCTION
SUPPLIES THROUGH
SUBSIDIARY CORPORATION

0P FRATE TRUCKS AND
SLAUGHTERHOUSE

HAWAII PORK PRODUCERS COOPERATIVE ASSOCIATION
HILO (HAWAII)

1943

NONE

NONE

SLAUGHTER HOG S

HILO EGG AND POULTRY PRODUCERS COOP ERATIVE
HILO (HAWAII)

19li8

EGGS ANO POULTRY MEAT IN
LOCAL ANO HONOLULU MARKETS

FEED, CMlCKS, EQUIPMENT,
AND OTHER SUPPLIES

No NE

KAUAI POULTRY PRODUCERS CooPERATIVE1/
KALAHEO (KAUAI)

1951

EGGS AND POULTRY MEAT SOLO
LOCALLY ANO IN HONOLULU

CHICKS, EQUIPMENT, ANO MISC.
PRODU CTION SUPPLIES

No NE

HILO (HAWAII)
HAWAII PRODUCE COOPERATIVE
HILO (HAWAII)

I I.

FUNCTIONS PERFORMED

INCORPORATED
OR ORGANIZED

LIVESTOCK ANO POULTRY ASSOCIATIONS
HILO MEAT COOPERATIVE
HILO (HAWAII)

TABLE 1.

NAME ANO LOCATION

FUNCTIONS PERFORMED
OTHER

PURCHASING

MARKETING

OAHU FRESH EGG CooPERATIVEl/
HONOLULU (OAHU)

1952

EGGS SOLO TO RETAILERS AND
MILITARY IN HONOLULU

CHICKS, EQUIPMENT, AND MISC.
PRODUCTION SUPPLIES

NoNE

ISLAND PORK PROOUCERS CoOPERATIVE ASSOCIATION
HONOLULU (OAHU)

1953

FRESH PORK THROUGH RETAIL
OUTLETS

FEED, EQUIPMENT, AND OTHER
PRODUCTION SUPPLIES

NONE

HA WAIIAN POULTRYMENS COOPERATIVE
HONOLULU (OAHU)

1957

EGGS SUPPLIED RETAILERS AND
GOVERNMENT BUYERS

CHICKS, EQUIPMENT,
MEDICINES, ETC.

NONE

1953

GREEN (CLEAN) COFFEE

FERTILIZER, CHEMICALS, ETC.

MILL PARCHMENT COFFEE

HAWAII ISLAND COFFEE COOPERATIVE ASSOCIATION
KEALAKEKUA (HAWAII)

1953

GREEN (CLEAN) COFFEE

NONE

MILL PARCHMENT COFFEE

PACIFIC COFFEE COOPERATIVE
KEALAKEKUA (HAWAII)

1955

GREEN (CLEAN) COFFEE

FERTILIZER, CHEMICALS, ETC.

MILL PA RCHMENT COFFEE

SUNSET COFFEE COOPERATIVE OF KONA
HONAUNAU (HAWAII)

1956

GREEN ( CLEAN) COFFEE

GENERAL MERCHANDISE,
PRODUCTION SUPPLIES,
EQUIPMENT

MILL CHERRY AND
PARCHMENT COFFEE

190li

RAW ANO REFINED CANE SUGAR
AND MOLASSES IN HAWAII ANO
ON THE MAINLAND

NONE

ARRANGE TRANSPORTATION
FOR MOLASSES

KooLAU FARMERS CoOPERATIVEi/
KANEOHf (OAHU)

1941

NONE

FARM ANO GARDEN SUPPLIES

NONE

HONOLULU FARMERS COOPERATIVE~/
HONOLULU (OAHU)

19li9

NONE

FEEDS, GAS 1 ANO OIL, MISC.
FARM SUPPLI ES

NONE

LEI FLOWERS COOPERATIVE
HONOLULU (OAHU)

1950

CARNATIONS SOLO TO LEI MAKERS

NONE

OPERATE TRUCK

MoLOKAI HOME STEADERS CooPERATIVE ASSOCIATION
HooLEHUA (MoLOKAI)

1952

NONE AT PRESENT

NONE

NEGOTIATE CONTRACTS FOR
SALE OF PINEAPPLE ANO
USE OF LANDS

KEAUKAHA-PANAEWA HOMESTEADERS COOPERATIVE
HILO (HAWAII)

1951+

NONE

NONE

BARGAIN FOR SALE OF
FARM PRODUCE

0LOHANA PINEAPPLE GROWERS COOPERATIVE ASSOCIATION
WAILUA (KAUAI)

1958

NONE

NONE

HARVEST ANO HAUL FRESH
Pl tJEAPPLE

I II. COFFEE ASSOCIATIONS
KONA COFFEE COOPERATIVE ASSOCIATION
HoLUALOA (HAWAII)

IV.

DATE
INCORPORATE[
OR ORGANIZED

(CONTINUED)

MISCELLANEOUS ASSOCIATIONS
CALIFORNIA AND HAWAIIAN SUGAR REFINING CORPORATI ON
SAN FRANCISCO ANO HoNOLULU

J} AFFILIATED WITH HAWAII FARMERS COOPERATIVE ASSOCIATION.
2/ Assoc, ATION HAS BEEN DORMANT SINCE 1957 BUT MAY RE SIJME OPERATION S.
,, AFFILI ATED WITH HAWAIIAN POULTRYMENS COOPERATIVE.
0RGANIZ.( O FOR PURCHASING OF PR ODU CT ION S'..IPPLIES .

5/
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In recent years there has developed a strong interest in rural credit
unions and several federal credit unions now serve the farming areas of the State.
Although the credit union is a form of cooperative it was decided to limit this
study to those associations that deal primarily in connnodities. Also, there
are a number of marketing firms in the State that operate on a semicooperative
basis but in the legal sense they are private corporations. Most of these
firms are controlled by agricultural interests, and in their operations an
effort is made to base returns strictly on patronage with a minimum of profit
being returned to the stockholders. These corporations were omitted from the
survey on which this report is based.

Membership, Patronage, and Volume of Business

l

Total 1958 membership reported by Hawaii's 27 cooperatives was 2,071
(see table 2) but only about two-thirds of this number could be classified as
"active." In all categories, with the exception of livestock and poultry and
a few service-type organizations, the re was a high incidence of nonmember
participation; in fact, nonmember patrons actually equalled (2,085 vs. 2,071)
the total reported membership of all associations. The nonmember business is
not so significant in dollar volume, however, because much of it is made up of
the relatively small output represented by independent sugar cane growers and
the limited purchases of farm and garden supplies by part-time farm e rs and
urban dwellers . All sugar cane growers directly or indirectly utilize the
cooperative marketing facilities, but among the diversified farmers of Hawaii
it is estimated that about one-third are active members of one or more
agricultural cooperatives. If all patrons are considered, this proportion
increases to almost one-half.
Table 2.

Number of patrons and volume of business reported by
Hawaii farm cooperatives, 1958

Type of
association

Number

Membership Membership Nonmember Volume of businessl/
(total)
(active)
patrons MarketinglPurchasing
1,000 dollars

Fruit and vegetable

9

Livestock and poultry

309

267

1,575

192

7

745
188

158

18

3,482

657

Coffee

4

604

604

250

2,380

204

Miscellaneous

7

534

309

1,550

105,200

350

27

2,071

1,380

2,085

112 63 ill

Total

)

1,403

ll Represents sales and/or purchases during 1958 or during the most recent
fiscal year reported.
11 This total would normally approximate 150 million but in 1958 it was
reduced substantially by a strike of sugar workers that reduced the volume of
sugar marketed.

- 14 Agricultural products handled by Hawaii cooperatives had a gross value of
over 112 million dollars in 1958. About 94 percent of this total was made up
of sugar products marketed through the C and H. Aside from the sugar cooperative,
the livestock and poultry associations had the largest aggregate volume with
almost $3.5 million. The per patron volume of almost $20,000 in this classifi
cation was also largest of all associations if sugar is excluded. On a per
association basis, however, the coffee cooperatives showed an average gross of
almost $600,000 while the comparable figure for the livestock and poultry group
was $500,000, and for the fruit and vegetable category it was $175,000.
In their purchasing operations the 27 cooperatives showed a total of
$1,403,000, but as was noted earlier the sugar people do not purchase production
supplies through their marketing association and this has a marked impact on
the significance of the farm supply business among Hawaii cooperatives. For
the 20 associations that do offer this service, the annual volume is thus
approximately $70,000 per unit. The unit average for the livestock and poultry
group is over $90,000 largely because of extensive feed-purchasing activities
by poultry producers. Coffee growers also purchase a substantial quantity of
production supplies through their associations ($204,000 in 1958). In addition
to these marketing and purchasing activities, four small service-type associations
reported the collection of fees that totaled $20,600 in 1958.
In relation to total state output of agricultural commodities, the
importance of cooperatives as a stage in the marketing system varies greatly
from product to product. As has been noted, in the handling of the two major
crops none of the pineapple products are sold cooperatively while substantially
the entire output of the sugar industry is so handled. In table 3 the relative
importance of cooperatives in several commodity fields is indicated. Only in
sugar and coffee do the cooperatives dominate the field through handling over
half of the output. A substantial and increasing influence is being exerted
by farmers who market hogs cooperatively. In several local situations the
importance of the cooperatives as industry leaders greatly exceeds the position
that might be indicated by the share of the over-all market listed in table 3.
Table 3.

Estimated share of total state output of selected commodities
marketed by Hawaii farm cooperatives, 1958
Connnodity

Quantity
market ea.!/

Enterprises
represented/

Percent of total
100
100
55-60
60-70
25-35
20-30
15-20
30-40
15-20
25-35
Less than 10
Less than 5
l/ Relationship of volume handled by cooperatives to total
quantity marketed.
11 Based on relationship between number of active patrons reported
and total enterprises in the state.

Sugar
Coffee
Hogs
Poultry
Fruits and vegetables
Beef

I

j

f

f
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Figure 2. Facilities of the California and Hawaiian Sugar
Refining Corporation at Crockett, California.
This is particularly true of poultry and produce associations on the neighboring
islands. Despite important exceptions such as sugar and beef, it may be observed
that the cooperatives are generally serving the smaller farmers in that the
proportion of enterprises represented is higher than the share of the total
volume handled by the associations.
An earlier report on farm cooperatives in Hawaii indicated that there were
19 associations active in 1953.1/ These organizations were marketing farm
products, other than sugar, valued at $3.1 million and their purchases of
production supplies totaled about $1.25 million. During the 5 years since 1953
there has been a 40 percent gain in number of active cooperatives. Disregarding
changes in value of the dollar, the gain in volume has been from $3.1 million to
$7.6 million, or 145 percent, in diversified products marketed and from $1.25
million to $1.4 million, or 12 percent, in production supplies purchased. In
large part the gain in the marketing phase is the direct result of new
cooperatives being set up to handle coffee and of expanded marketing of dressed
meat by livestock associations. During the period since 1953 the f.o.b. Hawaii
value of sugar products marketed cooperatively has been about $145 million
annually except in 1958 whe~ the crop was cut to $105 million by a prolonged
strike of sugar workers.

11 Farmer Cooperatives in the United States, Farmer Cooperative Service,
USDA, FCS Bulletin 1, December, 1955.
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ORGANIZATIONAL PATTERN

It is the purpose of this section of the report to examine the technical or
legal aspects of cooperatives as corporate business units. The articles of
association and the bylaws of each cooperative are in reality the rules and
regulations that specify the powers of the cooperative and the manner in which
it will conduct itself in relation to the patrons who utilize its services. The
activities of associations within this legal framework often play a significant
part in the success or failure of a farm cooperative.

Legal Base

Since 1949 Hawaii has had on its books a modified version of the Uniform
Agricultural Cooperative Association Act.~/ This section of the Hawaii Code is
unique in several respects. At the time of its adoption by the State Legislature
this model act had been made effective only in Utah. It is designed in such a
manner that an association incorporated under its provisions is required to
operate according to policies that have for many years been accepted as sound
cooperative practice. A complete version of this cooperative law is included in
this report as Appendix B.
Among the more significant provisions of the Hawaii law are these:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

11.
12.

13.

It is the declared policy of the State to encourage the formation
of agricultural cooperatives.
Cooperatives may consist of individuals or of associations.
Marketing must be limited to products of Hawaiian origin.
No Hawaiian corporation not organized under this act is permitted
to use the word "cooperative" in its name.
A member loses his membership if he ceases to be an agricultural
producer.
Dividends on capital may not exceed 8 percent.
Net margins are to be credited on the basis of patronage.
The mechanics of removal procedure for directors and officers are
spelled out in detail.
Procedure for handling member contracts is specified.
Anyone inducing breach of a marketing contrac i': or spreading false
reports about management or finances of a cooperative may be charged
with misdemeanor.
An annual report including an operating statement and a balance
sheet must be filed annually with the State.
Nonmember business is limited to not over 50 percent of the total
value of connnodities handled and not over 15 percent of the sales
of supplies may be to nonmembers who are also nonproducers.
Cooperatives may advise members on adjustment of supply to meet
market demands.

~/ Developed and reconnnended by the National Conference of Connnissioners
on Uniform State Laws.
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Figure 3. Packing "C and H" sugar at a
cooperatively owned refinery.

With only two known exceptions the 27 cooperatives serving Hawaii's
agriculture are currently operating in conformity with the Uniform Agricultural
Cooperative Association Act . One of these exceptions is the California and
Hawaiian Sugar Refining Corporation which is organized under California law. The
only provisions of the Uni form Act that tend to interfere seriously with activi
ties of certain of Hawaii's cooperatives are the restriction to handling of
locally grown products and the requirement that not over 15 percent of supply
sales may be to nonproducers. In other respects there was no criticism noted in
the course of this survey and it is to be assumed that the law is generally
satisfactory to the great majority of farm cooperatives in the Islands.
Membership Requirements

Three steps are normally required as a prelude to membership in all Hawaii
cooperatives:
1.
2.
3.

The applicant must be a bona fide producer.
He requests membership.
He must be approved by the board of directors.
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Beyond these conditions the requirements vary considerably. In the majority
of marketing associations it was originally contemplated that contracts between
the producer and the association would be executed. The actual practice has been
to ignore the signed contract, however, and at present only a minority of the
cooperatives have valid contracts with the bulk of their patrons. Justification
for failure to adhere to the contract requirement is usually based on the argument
that the group does not care to hold its patronage through legal action against
producers.
All associations require new members either to purchase stock or to pay a
membership fee. Although the law permits the organization of cooperatives either
with or without stock, it is interesting to note that only four associations are
stock corporations. All others are set up on the membership fee plan. From
table 4 it is evident that the initial cost of joining a "coop" in Hawaii is not
a large item; indeed, eight organizations demand $10. 00 or less with some as low
as $1.00 per membership. Only six associations require an investment of over $100
although in the larger cooperatives this amount will often be subst antial. In a
few cases a new member is also expected to make a loan to the cooperative as a
contribution to the capital of the business . The relatively low initial investment
in Hawaii cooperatives by members has probably made it easier to attract new
patrons but the problem of capital accumulation has been accentuated at the same
time.
Table 4.

Initial investment required by Hawaii farm cooperatives, 1958
Number and type of associations

Amount

$10.00 or less
$11.00 to $50.00
$51.00 to $100.00
Over $100.00
Total

Fruit and
vegetable
2
5

Livestock
and
poultry
1

Coffee

Miscellaneous

Total
8
8

-

-

2
3

-

5

2

4
2

1

-

2

6

9

7

4

7

27

-

3

Voting Provisions

Agricultural cooperatives in Hawaii adhere closely to the principle of one
vote per member. Only three associations deviate from this practice. Two of
these organizations vote on the basis of stock ownership at one vote per share
and the third which is a federation gives a fixed number of votes to each of its
member associations. In the course of the survey it was noted that in several
cases the larger producers believe that they carry part of the load for the small
operators and that they should have greater voting power. Aside from this point
there seems to be general satisfaction with voting arrangements.
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Directors

The board of directors of a cooperative is an extremely important unit in
that it is elected to represent the membership and is responsible for major
policy determinations. Success or failure of cooperative ventures is often
related directly to the effectiveness of the board. In Hawaii's farm cooperatives
there is little uniformity in number of directors (table 5). The size of board
noted most frequently was 6 or 7 but about half of the associations have 8 or
more directors. Four groups have 5 or less on the board while seven organizations
have relatively large boards made up of 10 or more persons. It is the consensus
among the managers that a board of over seven directors may be somewhat more
unwieldy in operation and less flexible in action than a smaller group. In some
cases the larger board may be required by need to give representation to
particular production areas or special interest groups. Hawaii cooperatives
with over two-thirds of their boards made up of not over nine directors do not
have a serious problem of oversize boards. It is of interest to note that the
several types of cooperatives have about the same distribution of board size.
Table 5.

Number of directors reported by Hawaii farm cooperatives, 1958
Number and type of associations

Number
Fruit and
vegetable
5 or less
6 or 7
8 or 9
10 or more
Total

Livestock
and
poultry

Coffee

Miscellaneous

Total

1

1

4

4
2

1
2
2

1
1

3
1

10

2

2

1

2

7

9

7

4

7

27

1

6

Directors serve for 1-year terms in 18 of the 27 associations. In these
cases the terms are not staggered and the entire board comes up for election each
year. As a safeguard and assurance of continuity in policy, nine cooperatives use
either 2-year or 3-year terms with which a plan of staggered service is provided ,
Thus in these boards only a part of the positions as director is open each year.
Eleven cooperatives stated that their directors meet quarterly and seven had
even less frequent meetings; in fact, five groups meet only on call which is
usually at infrequent intervals. One-third, or 9 of the 27, report that the
board meets practically every month. The livestock and poultry and the coffee
cooperatives tend to have board meetings often. The quarterly interval is used
extensively by the fruit and vegetable associations. In large part it seems that
the frequency of board meetings is dictated by competitive conditions and the
nature of the connnodities handled. To some extent it also depends upon the
relationship between the board and the management.
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Figure 4.

Plants operated by fruit and vegetable
cooperatives on Maui.
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Annual Meetings

It is at the annual meeting that the general membership of a cooperative is
informed of activities carried on by the board and hired management. At this
meeting the members also exercise their right to select directors and to express
themselves on subjects of concern to the organization. Used properly, the annual
meeting may be a strong influence in creating and maintaining good relations
within the cooperative and between the cooperative and the conununity. In timing
the annual meeting there is no uniformity among farm cooperatives in Hawaii.
The months specified most frequently in the bylaws are January, February, March,
and July. In some cases it is evident that the annual meeting is scheduled too
close to the end of the operating year, which makes it difficult to prepare
annual financial reports prior to the meeting.

]
;f

Attendance at annual meetings is generally very good among the marketing
associations and poor in the other types. It is not unusual for two-thirds or
more of the members to be on hand for the annual meetings of cooperatives engaged
primarily in marketing. Other groups have difficulty in getting even a quorum.
In a few cases attendance at the annual meeting is coupled with social activity
such as a dinner. This practice appears to be declining, however, and more
emphasis is being placed on the outcome of the cooperative's business activities.
Only four cooperatives are making a practice of inviting the families of members
to attend annual meetings and a similar number open their meetings to nonmember
patrons. Apparently, no Hawaii association invites the general public to the
annual meeting. This policy of conducting closed and restricted meetings is at
considerable variance with the practice of many cooperatives elsewhere that have
utilized the open meeting as a medium through which to create an improved under
standing of the cooperative and its purpose. Opinions expressed during this
survey would indicate that it will take a major shift in policy to bring about a
more open atmosphere among farm cooperatives in Hawaii.
OPERATING PRACTICES

Cooperatives are most readily distinguished from regular private business
through the manner in which they conduct transactions with their patrons . In the
marketing of commodities, performing of services, and purchasing of supplies for
those who patronize the cooperative, the guiding principle is service at cost
without any profit accruing to the association as a corporate entity.

respect the agricultural cooperative is in
through which a group of farmers undertake
united action attain an improved financial
cooperatives do not deviate from generally
on a cooperative basis.

In this

effect a refined form of joint venture
to pool resources and through such
position. For the most part, Hawaiian
accepted rules for conduct of business

Pooling Procedures

There are 21 farm cooperatives in Hawaii that market commodities for their
patrons. In handling these products the associations are almost evenly split on
use of pools in which an average price for some selected period is paid for
products of a particular kind and quality. Eleven units, including all poultry
and coffee cooperatives and the C and H, operate on a pool basis while the other
ten marketing cooperatives account for each lot on an individual basis. Adapta
bility of commodities handled to grading, number, and variability of items
marketed and relative stability of prices have a distinct bearing on the methods
employed in accounting for products handled by the marketing associations.

'
- 22 Poultry cooperatives market only eggs and poultry meat, both of which may
be graded readily, and the coffee units handle only the single connnodity. Coffee
is graded after it reaches the parchment stage, which facilitates pooling,
although each lot of green (clean) coffee sold is considered a separate pool.
The marketing of Hawaiian sugar fits logically into a pool plan because of the
use of the annual quota system under the Sugar Act. Both raw sugar and molasses
may be graded quite readily and in this case only two connnodities are handled by
the cooperative. ~y way of contrast, only one cooperative marketing fruits and
vegetables makes any effort at present to operate on a pool plan. The numerous
products involved and the difficulty of grading so that returns wiil reflect
quality, coupled with frequent price changes, have discouraged these cooperatives
in the use of the pool approach. In a few instances fruit and vegetable
associations have tried and later abandoned pooling. Except in the one
association where the board establishes a monthly price for each connnodity, the
practice is to maintain the identity of and to account separately for each lot of
produce delivered to the cooperative by the growers. Associations marketing cattle
and hogs also consider each animal as an individual unit for accounting purposes.

l
t,,

Where the pooling procedure is used there are varying time periods utilized,
with the range generally extending from semimonthly to a full year. The shorter
periods of two weeks or a month are prevalent among the associations that deal in
the more perishable items such as eggs, poultry, and fresh flowers or produce. An
annual pool is utilized by the cooperative that markets sugar products. At least
one livestock association makes some effort to smooth out price differences
through an adjustment payment at the close of the year. At the other extreme
there is one group that operates a weekly pool for flowers. It may be observed,
however, that the real extreme is the accounting for each lot of products
delivered, which is in effect operating a multiplicity of miniature pools.

Pricing of Supplies and Services

There are distinct differences in pr1c1ng policy among the cooperatives that
pur chase supplies and provide services for patrons. Where the purchasing activities
are clearly auxiliary to the marketing phase, the purchasing operations are usually
conducted at cost plus some nominal charge to cover the expense of handling the
items involved. In most cases the "plus" part of the price represents from 2 to
15 percent of cost, with 5 percent noted most frequently. Only two Hawaii
cooperatives are pricing supplies at the going retail price in the expectation
that any margin remaining at the end of the year will be allocated as a patronage
refund. As was mentioned above, 20 of the 27 cooperatives in the Islands are
purchasing production supplies for their patrons.

i,.

\

Services performed for patrons are priced at cost although "cost" may
sometimes include an amount retained by the association for capital purposes.
Such a "retain" is normally set up as a book credit to the patron involved. In
some associations, services performed in the nonnal course of marketing a
connnodity may be absorbed as a part of the regular operating expenses. Other
organizations make a specific charge for their major services; e.g., coffee
milling, produce hauling, livestock slaughter, etc. Bargaining groups ordinarily
collect dues or fees which are then combined to defray the expense of operating
the service.

I
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Figure 5. Processing plant and sausage manufacturing
operations of the Hilo Meat Cooperative.

- 24 -

Nonmember Business

Ten of the 27 farm cooperatives in Hawaii do not market products or purchase
supplies for nonmembers. In those 17 associations that deal with nonmembers the
practice in all but one case is to make no distinction in returns or prices between
patrons who are members and those who are not. It is only in their. isolation from
active participation in membership affairs and inability to hold office that
nonmembers are at any serious disadvantage. From the standpoint of the coopera
tive, however, it is generally conceded that there is an advantage t o be gained
through a broad participation in association affairs by persons utilizing the
association's services~ This objective may be difficult of accomplishment where
too much of the patronage is based on nonmember business. Furthermore, the
nonmember patron is normally under no great compulsion to continue with the
cooperative if he sees an advantage elsewhere. This may lead to instability of
patronage.
Distribution of Margins

The operating margin, or difference between income and expense, that remains
at the close of the accounting period is the item in a cooperative that corresponds
to the net profit of a commercial business. Hawaii's cooperatives, in common with
those elsewhere, distribute this margin on the basis of patronage or the amount of
business done with or through the cooperative by each patron. With only one
exception, where patronage refunds are based on physical units marketed, the farm
cooperatives in Hawaii that have had occasion to -allocate margins are basing their
distribution on doll a r volume of each patron during the period involved (usually
a year). This procedure is considered to be compatible with the principle of
doing business at cost and it is required of cooperatives operating under Hawaii's
special law for agricultural associations.
Nineteen Hawaii cooperatives reported that it has been their policy to
distribute patronage refunds in the form of certificates or book credits payable
at some later date. In these cases the policy of the cooperative is to retain
current mar~ins for capital purposes and to retire such credits in priority of
issue as the association accumulates sufficient capital to meet its requirements.
Of the other eight cooperatives, there are four that make a practice of paying
patronage refunds each year in cash while the remaining four have been paying their
refunds partly in cash with the balance evidenced by a certificate or book credit.
Retirement of Inactive Members

Little in the way of formal procedure is required by most Hawaii cooperatives
when a member becomes inactive. Apparently in the majority of cases a member
"just quits" although a few associations do request formal notice of intention to
withdraw. In regard to retirement of the capital investment of inactives it is
not the practice to refund membership fees paid but stock holdings may be
purchased by the issuing association or in some cases stock may be sold to others.
Memberships are generally not transferable.
Investments represented by capital certificates of various kinds or by book
credits are in practically all cases repaid in sequence so that no advantage
would be gained through withdrawal as a means of converting such investments into
cash. Only two associations deviate from this policy by immediately paying the
member who withdraws the full amount of his capital equity.
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Figure 6. Store and warehouse operated by an
Oahu farm supply association.

Stable and effective management is considered to be a primary need if a
farm cooperative, just as any other business venture, is to be successful. In a
cooperative there is normally an exceptionally close relationship between hired
management and the directors who represent the membership of the association.
The degree of success attained by a manager is often as dependent upon his ability
to work with the officers and directors as it is upon his training and experience
in business management. Among the factors considered in examining the management
of Hawaii cooperatives were such things as period of service, turnover of managers,
training of manager, salary received, and division of authority between manager
and board.
Somewhat over half (15 of 27) of the present managers have terms of service
as managers that total over 5 years . As table 6 indicates, the livestock and
poultry associations have the largest number of managers in the "less than 5
years" category although this group has two managers who have served over 10
years. Almost half of the managers in the miscellaneous group have also served
for less than 5 years. So far as length of tenure of present managers is
concerned the fruit and vegetable associations have the best record of any group,
with two-thirds of their managers having served at least 5 °years. At the same
time it should be noted that most of the cooperatives in this classification
have been organized for a longer period of time than some others such as the
coffee and poultry associations.

- 26 Table 6.

Period of service of incumbent managers of Hawaii
farm cooperatives, 1958

Length of
service

Number and type of associations
Fruit and
vegetable

Livestock
and poultry

3
2
3

5

Less than 5 yrs.
5 yrs. - 9 yrs.
10 yrs. - 14 yrs.
15 yrs. - 19 yrs.
20 yrs. or more
Total

Coffee

Miscellaneous

1
3

-

-

-

1

1

-

9

7

4

1

3
2
2

Total
12
7
6

-

-

7

27

2

Data summarized in table 7 provide further indication of the degree of
stability in cooperative management. Except in the coffee cooperatives, all of
which have been organized since 1950, the tenure of present managers exceeds the
average tenure of all managers who have been employed by the cooperatives
involved. This is further evidence of increasing stability in the position of
manager as associations acquire a longer period of operating experience. The
fruit and vegetable cooperatives show an average tenure of 8.6 years for present
managers. This period of service is the highest of any group and it also
represents the greatest average gain (1.9 years) over the tenure for all managers
in the group (6.7 years). Averages based on all associations show that incumbent
managers have averaged 7 years on the job. This is a gain of 1.1 years when
compared to the length of time served by all managers since the date of
organization of all cooperatives. In terms of numbers of managers since
organization, the relatively young coffee associations show the lowest average
while the livestock and poultry and the miscellaneous groups have had about
three managers per association. Individual cooperatives have had as many as
five or six managers. This figure is not particularly significant, however,
unless it is related to the length of the operating period.
Table 7.

Tenure and turnover of managers of Hawaii farm cooperatives

Fruit and
vegetable

Type of association
Livestock
Coffee
Miscellaneous
and poultry

Average

Average tenure of
present managers.!/

8.6 yrs.

6.6 yrs.

4.1 yrs.

7 .2 yrs.

7 .0 yrs.

Average tenure of
all managers

6. 7 yrs.

5.2 yrs.

4.4 yrs.

6.8 yrs.

5.9 yrs.

Approximate number
of manager~/

2

3

1

3

3

11 This period of service is incomplete inasmuch as present managers will
be expected to continue in their positions for varying periods.
11 Represents averages rounded to the nearest whole number.

- 27 Less than 10 percent of Hawaii's cooperatives have managers whose formal
education did not extend beyond grade school. One-fourth of the managers have
had college or business school training while the remaining two-thirds report
graduation from high school. Four managers receive annual compensation of less
than $2,500 for their services while at the other extreme there are three
associations that pay salaries in excess of $10,000 per annum to their managers.
Only part-time service is involved where salaries are less than $2,500 and there
are two cooperatives in this grouping that pay no salary for managerial services
performed by association officers. The median salary for all cooperative managers
in Hawaii is about $5,000 per annum. Fruit and vegetable associations and most
of the units classified as "miscellaneous" are relatively low in the salary scale
while the highest group average is found in the coffee cooperatives. It is
obvious that the salaries paid by most of Hawaii's cooperatives are relatively
low and that the scale will undoubtedly have to be increased to attract and
hold capable managers.
Table 8.

Salaries paid to managers of Hawaii farm cooperatives, 1958
Number and type of associations

Annual rate
Dollars
Less than 2,500
2,600 - 4,500
4,600 - 6,500
6,600 - 8,500
8,600 -10,000
Over 10,000
Total

Fruit and
vegetable

Livestock
and poultry

1
4
2
2

-

-

3

4

1
4
1

1
1
1

1
2

-

7
9
4

-

-

-

-

-

1

1

1

3

9

7

4

7

27

Coffee

Miscellaneous

Total

With few exceptions the directors give the cooperative manager both
authority and responsibility in operating the business so far as regular day-to
day activities are concerned. This delegation usually includes such actions as
routine pricing and making sales, supervision of employees, purchasing supplies,
and routine expenditures for operation and maintenance. In the majority of
Hawaii cooperatives the board retains the policy-making function and reviews the
actions of the manager. Major purchases of equipment, decisions on methods of
pricing, distribution of margins, obtaining loans, and review of operating
practices are policy areas that most boards of directors retain. Among Hawaii
farm cooperatives there is a wide variation in division of functions between the
directors and the hired management. In some cases the board is definitely a
"rubber stamp" affair in that substantially every decision is made by the
management. There are also a few associations in which the board usurps
managerial functions by keeping a firm grip on even small details of the business.
For the most part, however, there was little dissatisfaction expressed by
either directors or managers in regard to the division of functions and control
of the business.
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Membership Relations

Organized programs designed to improve the membership and general public
relations of farm cooperatives are almost nonexistent in Hawaii. Two associations
are regularly utilizing the dinner meeting as a means of maintaining good relations
with their members. Several other groups have sponsored dinners or picnics at
one time or another but the program was eventually dropped because of declining
interest or through desire to cut expenses. In three cooperatives a report or
newsletter is sent to members periodically and at least two other associations
plan to begin issuing such reports in the near future. Frequent meetings of
members and field visits by the manager are also reported in a few cases but
these measures are far from general. Several associations hold periodic meetings
for members at which planting and marketing schedules are planned. Another
technique that is used by a number of managers is the personal favor approach in
which patrons are made to feel that they receive special attention. Aside from
the effective work of the California and Hawaiian Sugar Refining Corporation,
there has been no organized effort made to acquaint the public with the nature
and objectives of Hawaii farm cooperatives. Despite the lack of an effective
plan for furthering good relations both inside and outside the cooperatives, it
was indicated in a 1956 survey of farmer opinion that }4 percent of Hawaii's
producers think farmer cooperatives are a good thing.l
The fact remains,
however, that little is now being done by Hawaii farm cooperatives to improve
either membership or public relations.
FINANCIAL STATUS

In common with all types of business the farm cooperative must have capital
with which to operate. The need for capital varies greatly from one association
to another and is dependent upon such things as facilities operated, services
performed, and commodities handled. It is obvious, of course, that a cooperative
that engages in processing would require more capital than one that performs only
a bargaining function. In a cooperative the members, who are also the owners,
are normally the basic source of capital but outside financing for special
purposes is common. In analyzing Hawaii's farmer cooperatives it is important to
consider various aspects of their financial position because it is at this point

that the relative health of an organization may most readily be determined.
Sources of Capital

With few exceptions the farm cooperatives of Hawaii have been financed by
the patrons who utilize the services of the associations. Where outside funds
have been obtained the source most frequently reported was the commercial banks.
Several cooperatives have purchased equipment on a payment plan with the contract
being carried either by the supplier or by a local bank. Within recent years
only four cooperatives have obtained mortgage loans for building purposes; in
fact, there are only seven organizations that own their physical plant. The
usual pattern is for the group to rent a building and to purchase only necessary
equipment. Trade accounts incurred in connection with purchases from supply
houses also serve as a source of short-term credit.

11 An Opinion Survey of Commercial Agricultural Producers in Hawaii, Hawaii
Economic Service, December, 1956.

.I
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1.

Figure 7. A cooperatively owned coffee mill
in the Kona district of Hawaii.
A total of 12 cooperatives have obtained bank loans of some kind during their
existence. In several instances these loans have been secured by cosigning of
the note by directors but in most cases the security, if any, has consisted of
equipment. At present there are 8 cooperatives of the 27 in operation that are
able to obtain unsecured operating loans for short terms from local banks. Bank
loans carry interest rates ranging from 5 to 8 percent depending upon circumstances
in each case. As table 9 indicates clearly, long-term loans in which bank credit
is usually involved are a relatively minor source of capital for farm cooperatives
in Hawaii. This item aggregates but $241,170 (see tabl? 9) for 26 associations,
according to the most recent balance sheets available.~

I.

Capital provided by members and patrons, partly through retention of margins
by the cooperative, totals $924,844 for 26 cooperatives. This is equivalent to
an equity of 49 percent in the total assets of these units. Investment in the
form of membership fees and stock make up about 22 percent of the total
liabilities and capital. Only five associations are paying interest on the
capital investment of members. The return on stock and membership fees in these
five cooperatives ranges from 5 to 8 percent.
Balance Sheet

Table 9 indicates that total assets of 26 Hawaii farm cooperatives (C and H
excepted) were $1,886,196 at the time their latest available balance sheets were
prepared. This represents an average of $72,500 per unit. There is considerable
disparity in assets among the types of association, with the livestock and
poultry category at $148,000 per unit exceeding both the fruit and vegetable
groups ($40,400) and the coffee and miscellaneous associations ($48,600) by a
wide margin.
~/ The California and Hawaiian Sugar Refining Corporation is omitted from
these data because its size would tend to distort the showing of the other 26
Hawaii associations.

Table 9.

Aggregate balance sheets of 26 Hawaii farm cooperatives-!/
Type and number of associations

Balance sheet items

Fruit and vegetable
(9)

Livestock and poultry
( 7)
Dollars

Coffee and miscellaneous
(10)

Tota11.I
(26)

Dollars

Percent

Cash
Receivables
Inventories
Facilities:
Original cost
Less: Depreciation
Net book value
Other assets

67,443
159,286
36,987

18.5
43.8
10.2

67,034
424,839
111, 751

6.5
41.0
10.8

67,341
327,757
22,650

13 .9
67 .4
4. 7

201,818
911,882
171,388

10.7
48.4
9.1

136,233
77 2842
58,391
41, 720

37.4
21.4
16.0
11.5

645,759
242,023
403,736
28,929

62.3
23.4
38.9
2.8

88,610
252739
62,871
5,461

18.2
5.3
12.9
1.1

870,602
3452604
524,998
76,110

46.1
18.3
27 .8
4.0

Total assets

363,827

100.0

1,036,289

100.0

486,080

100 .0

1,886,196

100.0

Percent

Dollars

Percent

Dollars

Percent

Assets

w

0

Liabilities and Capital
Current payables
Long-term obligations
Other liabilities

127,646
39,283

Total liabilities

166,929

-

35.1
10.8

360,734
165,653
13 2536

34.8
16.0
1.3

212,495
36,234
52 771

43.7
7.5
1.2

700,875
241,170
19,307

37 .2
12.8
1.0

45.9

539,923

52.1

254,500

52.4

961,352

51.0

-

7.7

12,678
308,230

1.2
29.8

15,687
46,014

3.2
9.5

56,233
354,244

3.0
18.8

--

Capital:
Memberships
Stock
Revolving fund and
capital reserves

169,030

46.4

175,458

16.9

169,879

34.9

514,367

27 .2

Total liabilities
and capital

363,827

100.0

1,036,289

100.0

486,080

100.0

1,886,196

100.0

27,868

-

1/ Compiled on the basis of reports for the latest available operating period prior to July 1, 1959.
Does not include the California and Hawaiian Sugar Refining Corporation.
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- 31 Current assets consisting of cash, receivables, and inventories exceeded
current payables by a ratio of almost 1.85 to l.i/ Among groups of cooperatives
this ratio was most favorable from the standpoint of liquidity in the fruit and
vegetable associations (2.1 to 1) and in the coffee and miscellaneous list
(2.0 to 1), although the livestock and poultry cooperatives are not in a
particularly unfavorable position with a current ratio of 1.7 to 1. It is
significant to note that receivables make up such a large share of total assets
in all types of associations. This item alone is equal to 48.4 percent of total
assets for all 26 cooperatives and in the coffee and miscellaneous group
receivables actually account for two-thirds of all assets.
Investment in physical facilities such as real estate, buildings, and
equipment is relatively low in the coffee and miscellaneous and in the fruit and
vegetable associations where the net depreciated value of such items is equal to
13 and 16 percent, respectively, of the total assets. As has been mentioned
above, few cooperatives own their physical plants and this is particularly true
of coffee and fruit and vegetable organizations. Livestock and poultry
cooperatives have almost 39 percent of their total assets represented by the net
value of their facilities. Even in this group, however, the majority of units
own only their equipment and are renting their buildings. The aggregate
investment of the 26 units in their facilities is $870,602, or some $33,500 per
association, but this gross outlay has now been written down to $525,000, which
gives an average of $20,200 per association for the net book value of fixed assets.
About half (49 percent) of the total resources of the 26 cooperatives
surveyed is made up of capital contributed directly and indirectly by members and
patrons. The total for the 26 units was about $925,000, or almost $35,600 per
association. As was mentioned above, the major sources of capital are retained
margins from operations and deductions for capital purposes evidenced as revolving
funds and capital reserves although membership fees and stock, particularly the
latter, are also important sources of investment funds in some associations.
Over time the relative importance of retained margins and deductions for capital
purposes in the financial structure of Hawaii farm cooperatives is certain to
increase. This conclusion seems obvious in light of the short period of time
during which many associations have operated and their general policy of building
capital accounts as rapidly as practicable. The tendency to make direct
contributions in the form of membership fees or stock purchase as light as
possible also has a bearing on this observation.
Capital contributed by members and patrons of fruit and vegetable
cooperatives was equal to 54.1 percent of the total resources of those units.
In the livestock and poultry and the coffee and miscellaneous categories,
liabilities exceeded the capital slightly but the difference was not great in
that capital in each case was close to 48 percent of total assets. One effect
of more years of operation and retention of margins on the capital of associations
is indicated quite clearly in the relative importance of revolving funds and
capital reserves in the fruit and vegetable group. In an absolute sense, of
course, the capital of livestock and poultry cooperatives at $71,000 per unit
far exceeds the capital of the coffee and miscellaneous associations averaging
$23,200 per unit and of fruit and vegetable organizations at $21,900 per unit.

ii A ratio of 2 to 1 in current assets to current liabilities is generally
considered a desirable level in cotmnercial business.
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Figure 8.

Packing eggs in a Honolulu plant ope{ated by
poultrymen located on Oahu and Kauai.
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In Appendix C of this report the balance sheets of the 26 cooperatives are
sunnnarized in such a way that equal weight is given to each association. The
procedure was to convert each balance sheet into percentages and then to aggregate
and average these percentages, by groups of associations and for all 26 units.
This technique has some merit as a means of eliminating the effect of differences
in size of business and the strong influence of heavy concentration of either
assets or liabilities at certain points in a few cases. From the standpoint of
making a realistic evalua tion of financi a l status, however, the approach used in
developing table 9 has a number of distinct advantages.
A balance sheet analysis based on Appendix C results in a number of important
deviations from the situation indicated by table 9. A greatly improved cash
position and a marked reduction of the relative importance of facilities are
noted, mostly due to the influence of several small associations that own no
fixed assets. Also, the contribution of membership fees to the capital structure
is greatly inflated while capital stock is reduced drastically as a source of
capital. This result would be expected where the great majority of associations
are of the membership type. Appendix C indicates a more favorable ratio of
current assets to current liabilities and shows a better net worth position than
table 9. It should be emphasized th a t Appendix C is to be interpreted with
caution in light of the obvious distortions that appear in applying the "equal
weight" technique to balance sheet analysis.
Audits and Tax Exemption

Among Hawaii's 27 farm cooperatives there are only 4 organizations th a t do
not have their records audited regularly by an outside accountant. Increasing
recognition of the need for and value of accurate financial reports is apparent.
The general use of auditors is stimulated to some extent by the requirements for
income tax exemption and by the need for statements to promote good membership
relations and to satisfy various reporting requirements of state and federal
laws. Loss of funds through defalcation in a few cooperatives has also made
auditing appear desirable as a regular procedure.
In only a minority of the cooperatives surveyed were employees bonded. There
is some evidence to indicate that in the minds of many employees and directors
the requiring of a bond would be tantamount to an expression of open distrust.
The large organizations usually bond their employees as a routine business
practice but in the more numerous small associations bonding is definitely the
exception.
In only two respects are Hawaii farm cooperatives accorded special
treatment under federal and state tax laws. So far as federal statutes are
concerned the important provision is exemption of an agricultural cooperative
from payment of the income tax on corporations, providing the organization meets
certain requirements. The same exemption is provided under the state income
tax provisions. In this case the major requirement if exemption is to be
granted and maintained is a showing that the cooperative, as such, has no
income; i.e., margins must be allocated to patrons whose individual income tax
is affected thereby. Associations organized under and operating in compliance
with the Uniform Agricultural Cooperative Association Act are almost automatically
eligible for income tax exemption. Only 2 of the 27 Hawaii farm cooperatives
have not qualified for exemption from the federal and state income tax on
corporations although 2 other units hold only partial exemption.
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All Hawaii farm cooperatives subject to the "Uniform Act" are relieved of
the State's general excise tax with respect to activities for which they were
organized. In effect this means that the cooperative is treated as merely a
joint activity of a group of producer-patrons who, of course, pay the excise
tax attaching to all individuals as producers or consumers. At rates prevailing
in 1959 the saving through this exemption was 0.75 percent to 1 . 00 percent on
most products marketed and supplies purchased. It is alleged that this
preferential treatment under the excise tax program was a major consideration
in the organization of certain cooperatives.

- 35 APPENDIX A
Agricultural Cooperatives Organized and Later Dissolved in
Hawaii, 1924-1958

Name, location.and purpose

Date organized
or incorporated
8, 1924

Date
dissolved

Maui Cooperative Poultry Association
(originally Hawaiian Cooperative Poultry
Association)
Wailuku (Maui)
Purpose: To market all types of poultry
products, operate hatcheries,
purchase supplies, obtain
financing, etc.

July

Oct. 19, 1928

Pineapple Producers Cooperative Association
Honolulu (Oahu)
Purpose: To market processed pineapple
products and to conduct an
advertising p~ogram for
pineapple products.

Aug. 30, 1932

May

Kaneohe Taro Producers Cooperative Association
Kaneohe (Oahu)
Purpose: Marketing of taro and other
agricultural products and
purchasing of supplies, also
financing.

June

6, 1939

Nov. 22, 1943

Hawaii Produce Market Ltd.

Feb.

1, 1943

Oct. 28, 1947

Oahu Hog Raisers Cooperative Association
Honolulu (Oahu)
Purpose: Formed during World War I I to
assist members in dealing with
governmental agencies but
articles provide for general
marketing of livestock products
and purchasing of farm supplies.

Jan. 25, 194.S

Oct. 23, 1950

Maui Swine Growers Cooperative Association
Wailuku (Maui)
Purpose: Marketing of livestock products
and purchasing of supplies.

Apr.

3, 1945

Oct. 23, 1950

Kauai Farmers Cooperative
Kapaa (Kauai)
Purpose: To market fresh produce and to
purchase production supplies.

Nov.

1, 1945

Aug. 16, 1956

16, 1944

Hilo (Hawaii)

Purpose:

To market fresh produce and to
purchase production supplies.

- 36 Date organized
or incorporated

Date
dissolved

Oahu Farmers Cooperative
Honolulu (Oahu)
Purpose: To market fresh produce and to
purchase production supplies.

Feb. 14, 1946

Oct. 10, 1948

Koolau Meat Cooperative
Koolau (Oahu)
Purpose: To conduct general marketing and
purchasing business with emphasis
on hogs.

Apr. 20, 1946

Oct. 18, 1947

Kohala Growers Cooperative Association
Kohala and Hawi (Hawaii)
Purpose: Marketing produce and purchasing
supplies through Hawaii Growers
Cooperative.

Apr. 22, 1947

Aug. 19, 1955

Hawaii Growers Cooperative
Hilo (Hawaii)
Purpose: To market fresh produce and to
purchase production supplies
for six local member units.

Apr. 14, 1947

Jan. 20, 1953

Pahoa Growers Cooperative Association
Pahoa (Hawaii)
Purpose: To market fresh produce and to
purchase production supplies
(through Hawaii Growers
Cooperative).

Apr. 14, 1947

Jan. 5, 1954

Oahu Egg and Poultry Cooperative
Honolulu (Oahu)
Purpose: To market poultry products and
to purchase production supplies.

Dec. 19, 1951

Aug. 22, 1955

Pork Producers Marketing Cooperative
Honolulu (Oahu)
Purpose: To market hogs.

Aug. 28, 1953

July 16, 1957

Kauai Rice Growers and Producers Cooperative
Hanapepe (Kauai)
Purpose: To market rice.

Nov. 25, 1953

Aug. 16, 1956

Hawaiian Flower Growers Cooperative
Wahiawa (Oahu)
Purpose: To market floral products.

May

Dec.

Hilo Florist Cooperative
Hilo (Hawaii)
Purpose: To market floral products.

Feb, 23, 1955

Name, location,and purpose

Source:

25, 1954

Corporation records maintained by Hawaii State Treasurer.

7, 1955

Sept. 18, 1958
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APPENDIX 8

Uniform Agricultural Cooperative Association Act (Modified)

Note: This chapter is based upon L. 1949, c. 234 which completely reeanacted chap. 154 i R. L. 1945.
Chap. 154 was based upon L. 1915 , c . 186, and was amended by L. 1917, c. 35, sec. 1; L. Sp. 1932, 2d.,
c. 73; L . 1933, c. 179, sec. 1; L. 1947, c. 235, sec. 1. Source notes following each section commence
as of L. 1949, c. 234 .

Sec. 176-1. Declarations of policy. It is the declared policy of this
Territory, as one means of improving the economic position of agriculture, to
encourage the organization of producers of agricultural products into effective
associations under the control of such producers, and to that end this chapter
should be liberally construed. /-R. L. 1945, s. 8251; add. L. 1949, c. 234,
pt. of s. 1~7
Sec. 176-2. Definitions. As used in this chapter, unless the context or
subject matter requires otherwise:
(a) "Agricultural products" includes floricultural, horticultural,
viticultural, forestry, nut, coffee, dairy, livestock, poultry, bee and any
farm or plantation products.
(b) "Association" means any corporation organized under this chapter for
the mutual benefit of its members, as agricultural producers, and which
confines its operations to purposes authorized by this chapter and restricts
the return on the stock or membership capital and the amount of its business
with non-members to the limits placed thereon by this chapter for associations
organized hereunder.
(c) "Domestic association" means an association or corporation formed
under the laws of the Territory.
(d) Association shall be classified as and deemed to be non-profit
corporations, inasmuch as their primary object is not to pay dividends on
invested capital, but to render service and provide-means and facilities by or
throu gh which the producers of agricultural products may receive a reasonable
and fair return for their products.
(e) "Member" includes the holder of a membership in an association without
capital stock or the holder of connnon stock in association organized with
capital stock.
(f) "Person" includes individuals, partnerships, corporations and
associations.
(g) "Board" means the board of directors.
(h) "Articles" means the articles of association. / R. L. 1945, s. 8252;
add. L. 1949, c. 234, pt. of s. l;}
Sec. 176-3. Qualifications of incorporators. Three or more adult persons,
engaged in agriculture as bona fide producers o f agricultural products, or two
or more associations of such producers, may form an association under this
chapter. l-R. L. 1945, s. 8253; add. L. 1949, c. 234, pt. of s. 1~7

- 38 Sec. 176-4. Purposes. Such association may be or ganized for the purpose
of engaging in any cooperative activity for producers of agricultural products
in connection with:
(a) Producing, assembling, marketing, buying or selling agricultural
products of Hawaiian origin, or harvesting, preserving, drying, processing,
manufacturing, blending, canning, packing, ginning, grading, storing,
warehousing, handling, shipping, or utilizing such products, or manufacturing
or marketing the by-products, thereof;
(b) Manufacturing, buying for or supplying to its members mathinery,
equipment, feed, fertilizer, fuel, seeds and other agricultural supplies;
(c) Performing or furnishing business or educational services, on a
cooperative basis, or to its members;
(d) Financing any of the above enumerated activities for its members.
IR. L. 1~45, s. 8254; add. L. 1949, c. 234, pt. of s. l; am. L. 1953, c. 137,
s. 1 (a)-=./
Sec. 176-5. Articles of association. Articles of association shall be
signed and acknowledged by each of the incorporators, if natural persons, and
by the president and secretary of association~, before any officer authorized
to take acknowledgments, and shall contain the following particulars:
(a) The name of the association, which shall include the word "cooperative";
(b) The place of its principal office, which shall be in the Territory;
(c) The purposes and powers of the association;
(d) The proposed duration of the association;
(e) The names and addresses of the persons who are to act as the initial
directors and officers of the association;
(f) The names and post office addresses of the incorporators, and if
organized with capital stock, a statement of the number of shares subscribed by
each, which shall not be less than one, and the class of shares for which each
subscribed;
(g) Whether organized with or without capital stock, and if organized with
capital stock the total authorized number of par value shares and the par value
of each share, and if the privilege of subsequent extension of the authorized
capital stock is asked for, the limit of such extension; and if more than one
class of stock is authorized, a description of the classes of shares, the
number of shares in each class, the relative rights, preferences and restrictions
granted to or imposed upon the shares of each class, and the dividends to which
each class shall be entitled.
(h) If organized without capital stock, whether the property rights and
interest of each member are equal or unequal; if unequal, the rule by which
such rights and interests shall be determined;
The articles may also contain any other provisions, consistent with law
for regulating the association's business or the conduct of its affairs, the
establishment of voting districts, the election of delegates to represent such
districts, and the members residing therein, for voting by proxy, and the
issuance, retirement and transfer of membership and stock. /-R. L. 1945,
s. 8255; add. L. 1949, c. 234, pt. of s. l; am. L. 1953, c. 137, s. 1 (b).7
Sec. 176-6. Name. The provisions of section 172-11 shall apply to
associations formed under this chapter and no Hawaiian corporation not
organized under this chapter shall use the word "cooperative" as a part of
its name. 1-R. L. 1945~ s. 8256; add. L. 1949, c. 234, pt. of s. l; am. L.
1953, c. 137, s. 1 (c)-=./

- 39 Sec. 176-7. Filing and recording articles of association, etc.
(a) The articles of association, charters and any certificates of amendment
thereof shall be recorded in the office of the treasurer of the Territory in a
book to be kept for the purpose, which shall at all times during business hours
be open to the inspection of the public without charge.
(b) A certified copy of the articles or of a certificate of incorporation
issued by the treasurer shall be filed with the board of commissioners of
agriculture and forestry.
(c) On the filing of the articles of association with the treasurer, the
persons who have subscribed the articles, their associates, successors and
assigns, shall thereafter be a body corporate by the name and style provided
in the articles; shall have succession and corporate existence for such term as
shall have been agreed upon, not to exceed fifty years; shall have all of the
powers and be subject to all of the liabilities provided for in this chapter;
and shall be subject to all general laws then effective or thereafter enacted
in regard to such associations.
(d) No person dealing with the association shall be charged with
constructive notice of the contents of the articles or amendments thereto by
reason of such filing or recording.
(e) An association organized under the provisions of this chapter shall
be subject to the provisions of section 172-117 relating to the payment of fees
by corporations to the treasurer. / R. L. 1945, s. 8257; add. L. 1949, c. 234,
pt. of s. 1;J
Sec. 176-8. Amendments of articles of incorporation.
(a) An association may amend its articles of association by the affirmative
vote of two-thirds of the members voting thereon at any regular meeting, or at
a special meeting called for the purpose, or if the association permits its
members to vote on the basis of patronage, by the affirmative vote of a majority
of the members and of two-thirds of the patronage, voting thereon. A written or
printed notice of the proposed amendment and of the time and place of holding
such meetings shall be delivered to each member, or mailed to his last known
address as shown by the books of the association, at least thirty days prior to
any such meetings. No amendment affecting the preferential rights of any
outstanding stock shall be adopted until the written consent of the holders of
two-thirds of the outstanding preference shares has been obtained.
(b) After an amendment has been adopted, articles of amendment shall be
signed and sworn to by the president or vice president and by the treasurer or

secretary or assistant secretary, and filed as in the case of articles of
association, including the_payment of fees. j_-R. L. 1945, s. 8258; add. L.
1949, c. 234, pt. of s. l~/
Sec. 176-9. By-laws. The members of the association, within thirty days
after its incorporation, shall adopt by-laws not inconsistent with law or the
articles, and they may alter and amend the same from time to time. The by-laws
must be adopted by a majority of the members voting thereon, or if the
association permits its members to vote on the basis of patronage, then by a
majority of members and majority of the patronage, voting thereon. The by-laws
may also provide for:
(a) The time, place and manner of calling and conducting meetings of the
members, and the number of members that shall constitute a quorum;
(b) The manner of voting and the condition upon which members may vote at
general and special meetings and by mail or by delegates elected by district
groups or other associations, and the voting power of voters based on patronage;
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the number, qualifications, compensation, duties and terms of office of
directors and officers; the time of their election and the mode and manner of
giving notice thereof;
(d) The time, place and manner for calling and holding meetings of the
directors and executive committee, and the number that shall constitute a
quorum;
(e) Rules consistent with law and the articles for the management of the
association, the establishment of voting districts, the m;:iking of contracts,
the issuance, retirement and transfer of stock, and the relative rights,
interests and preferences of members and shareholders;
(f) Penalties for violations of the by-laws. 1-R. L. 1945, s. 8259;
add. L. 1949, c. 234, pt. of s. l~/
Sec. 176-10. Powers.
(a) An association formed under this chapter, or an association which
might be formed under this chapter and which existed at the time this chapter
took effect, shall have the capacity to act possessed by natural persons, but
such association shall have the authority to perform only such acts as are
necessary or proper to accomplish the purposes as set forth in its articles
and which are not repugnant to law.
(b) Without limiting or enlarging the grant of authority contained in
subdivision (a) of this section, every such association shall have authority:
(1) To act as agent, broker or attorney in fact for its members, and £or
any subsidiary or affiliated association, and otherwise to assist or join with
associations engaged in any one or more of the activities authorized by its
articles, and to hold title for its members and for subsidiary and affiliated
associations to property handled or managed by the association on their behalf.
(2) To make contracts, and to exercise by its board or duly authorized
officers or agents, all such incidental powers as may be necessary, suitable
or proper for the accomplishment of the purposes of the association and not
inconsistent with law or its articles, and that may be conducive to or expedient
for the interest or benefit of the association.
(3) To make loans or advances to members or producer-patrons or to the
members of an association which is itself a member or subsidiary thereof; to
purchase or otherwise acquire, endorse, discount, or sell any evidence of debt,
obligation or security, but it shall not engage in banking.
(4) To establish and accumulate reserves to capital.
(5) To own and hold membership in or shares of the capital stock of other
associations and corporations and the bonds or other obligations thereof,
engaged in any related activity; or, in producing, warehousing or marketing
any of the products handled by the association; or, in financing its activities,
and while the owner thereof, to exercise all the rights of ownership, including
the right to vote thereon.
(6) To acquire, hold, sell, dispose of, pledge or mortgage, any property
which its purposes may require, subject to any limitation prescribed by law or
its articles.
(7) To borrow money and to give its notes, bonds, or other obligations
th1:!refor and secure the payment thereof by mortgage or pledge.
(8) To deal in agricultural products of Hawaiian origin, and handle
ag r icultural machinery, equipment and supplies, and perform services for non
members to an amount not greater in annual value than such as are dealt in,
handled or performed for or on behalf of its members, but the value of the
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not exceed fifteen per cent of the value of all its purchases.
(9) To have a corporate seal and to alter the same at pleasure.
(10) To continue as a corporation for the time limit in its articles,
not exceeding fifty years, and if no time limit is specified, then for fifty
years.
(11) To sue and be sued in its corporate name.
(12) To conduct business in this Territory and elsewhere as may be
pennitted by law.
(13) To dissolve and wind up its affairs.
L. 1945, s. 8260; add.
L. 1949, c. 234, pt. of s. l..!./

L-R.

Sec. 176-11. Members.
(a) An association may admit as members only bona fide producers of
agricultural products~ including tenants and landlords receiving a share of
the crop, and cooperative associations of such producers. The incorporators
named in the articles are thereby made members of the association, and they
shall pay for their membership or stock the same amount and in the same manner
as may be required in the case of other members.
(b) The articles may limit the amount of common stock which a member may
own.
(c) Under the tenns and conditions prescribed in the by-laws, a member
shall lose his membership if he ceases to belong to the class eligible to
membership under this section, but he shall remain subject to any liability
incurred by him while a member of the association.
(d) No member shall be personally liable for any debt or liability of
the association.
(e) Unless the articles otherwise provide, no member shall have more
than one vote.
L. 1945, s. 8261; add. L. 1949, c. 234, pt. of s. l..!./

L-R.

Sec. 176-12. Membership or stock certificates, transfers, dividends,
preferred stock.
(a) No certificate for membership or stock shall be issued until fully
paid for, but by-laws may provide that a member may vote and hold office prior
to payment in full for his membership or stock.
(b) Dividends in excess of eight per cent on the actual cash value of
the consideration received by the association shall not be paid on common or
preferred stock or membership capital, but dividends may be cumulative.
(c) Net margin in excess of dividends and additions to reserves and
excess shall be distributed to members and non-members on the basis of
patronage, and the books of the association shall show the interest of members
in the reserves and excess. The by-laws may provide that any distribution to
a non-member, eligible for membership, may be credited to such non-member
until the amount thereof equals the value of a membership certificate or a
share of the association's common stock. The distribution credited to the
account of a non-member may be transferred to the reserve fund at the option
of the board if, after two years, the amount is less than the value of the
membership certificate or a share of common stock.
(d) The by-laws may fix a time within which a member shall receive from
the association, after he has notified the association of his withdrawal, or
after the adoption of a resolution by the board terminating his membership,
the value in money of his membership interest in the association as appraised
by the board of directors. If the board of directors shall approve the

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - •
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shall be under no obligation to pay him the value of his interest.
(e) An association may issue preferred stock to members and non-members.
Preferred stock may be redeemed or retired by the association on such terms and
conditions as may be provided in the articles and printed on the stock
certificate. Preferred stockholders shall not be entitled to vote, but no
change in their priority or preference rights shall be effective until the
written consent of the holders of two-thirds of the preferr~d stock has been
obtained. Payment for preferred stock may be made in cash, services or property
on the basis of the fair value of the stock, services and property as determined
by the board.
L. 1945, s. 8262; add. L. 1949, c. 234, pt. of s. 1~7

L-R.

Sec. 176-13. General and special meetings; how called.
Within thirty days after the incorporation of an association the members
thereof shall hold an organization meeting at a time and place fixed by the
temporary board of directors. Not less than ten days' written notice thereof
shall be given to each member. An association may provide in its by-laws for
one or more regular meetings each year, which may be held within the Territory
at the time and place designated in the by-laws. Special meetings of the
members may be called by the board of directors, and it shall be their duty to
call such meetings when ten per cent of the members file with the secretary a
petition demanding a special meeting and specifying the business to be
considered at such meeting. Notice of all meetings, except as otherwise
provided by law or the articles or by-laws, shall be mailed to each member at
least ten days prior to the meeting, and in case of special meetings the
notice shall state the purposes for which it is called, but the by-laws may
require that all notices, except of proposed amendments to the articles shall
be given by publication, in a periodical published by or for the association,
to which substantially all its members are subscribers, or in a newspaper or
newspapers whose combined circulation is general in the Territory in which
the association operates. /-R. L. 1945, s. 8263; add. L. 1949, c. 234, pt. of
s. 1~7
Sec. 176-14. Directors.
(a) The business of the association shall be managed by a board of not
less than three directors; at least two-thirds of the directors shall be
members of the association or officers, directors or members of a member
association. A director shall hold office for the term for which he was named
or elected and until his successor is elected and qualified.
(b) The names of the first directors shall be stated in the articles.
Their successors shall be elected by the members at the first meeting of the
members held after the incorporation of the association.
(c) The number, qualifications, terms of office, manner of election, time
and place of meeting and the powers and duties of the directors may, subject
to the provisions of this chapter, be prescribed by the articles or by-laws.
Except as otherwise prescribed in the articles or by-laws:
(1) A director shall be elected for a term of one year.
(2) Vacancies in the board, other than by expiration of term, shall be
filled by the remaining members of the board, unless the by-laws provide for
the election of directors by districts, in which case the board shall call a
special meeting of the members in the district to elect a person qualified to
fill the vacancy. A director elected by the remaining members of the board
shall serve until his successor is elected by the members, who may make such
election at the next annual meeting of the members or at any special meeting
called and held prior thereto.
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Territory in which the association has members shall be divided into districts
and that the directors shall be elected according to such districts, either
directly or by district delegates elected by the members in that district. In
such case, the by-laws shall specify, or vest in the board of directors
authority to determine, the number of directors to be elected by each district
and the manner and method of apportioning the directors and of districting and
redistricting the Territory covered by the association. The by-laws may
provide that primary elections shall be held in each district to nominate the
directors apportioned thereto and that the result of all such primary elections
may be ratified by the next regular meeting of the association or may be
considered as a final election.
(e) The by-laws may provide for an executive connnittee to be elected by
the board of directors from their number and may allot to such connnittee all
the functions and powers of the board subject to its general direction and
control. 1-R. L. 1945, s. 8264; add. L. 1949, c. 234, pt. of s. 1..:..7
Sec. 176-15. Removal of director. Any member may ask for the removal of
a director by filing charges with the secretary or president of the association,
together with a petition signed by five per cent of the members requesting the
removal of the director in question. The removal shall be voted upon at the
next meeting of the members, and by two-thirds of the voting power voting
thereon the association may remove the director. The director whose removal is
requested shall be served with a copy of the charges not less than ten days
prior to the meeting and shall have an opportunity at the meeting to be heard
in person and by counsel and to present evidence; and the persons requesting
the removal of a director shall have the same opportunity. In case the by-laws
provide for election of directors by districts, then the petition for removal
of a director must be signed by twenty per cent of the members residing in the
district from which he was elected. The board must call a special meeting of
the members residing in that district to consider the removal of the director;
and by two-thirds of the voting power of the members of that district voting
thereon the director in question shall be removed from office. /-R. L. 1945,
s. 8265; add, L. 1949, c. 234, p. of s. 1..:..7
Sec. 176-16. Officers. The board shall elect a president, a secretary
and a treasurer, and may elect one or more vice presidents, and such other
officers as may be authorized in the by-laws. The president and at least one
of the vice presidents must be members and directors, but a vice president who
is not a director cannot succeed to or fill the office of president. Any two
of the offices of vice president, secretary and treasurer may be combined in
one person. 1-R. L. 1945, s. 8266; add. L. 1949, c. 234, pt. of s. 1..:..7
Sec. 176-17. Removal of officer. Any member may bring charges of
misconduct or incompetency against an officer by filing them with the secretary
or president of the association, together with a petition signed by ten per cent
of the members requesting the removal of the officer in question. The directors
shall vote upon the removal of the officer at the first meeting of the board
held after the hearing on the charges, and the officer may be removed by a
majority vote, notwithstanding any contract the officer may have with the
association, which shall terminate upon his removal, anything in the contract
to the contrary notwithstanding. The officer against whom such charges are
made shall be served with a copy of the charges not less than ten days prior to
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person and by counsel, and to present evidence, and the persons making the
charges shall have the same opportunity. 1-R. L. 1945, s. 8267; add. L. 1949,
c. 234, pt. of s. 1~7
Sec. 176-18. Referendum. The articles or by-laws may provide that upon
demand of two-fifths of all the directors, any matter of policy that has been
approved or passed by the board must be referred to the members for their
approval before it becomes effective. No referendum shall be allowed unless
it is demanded by the required number of directors at the meeting at which
the matter of policy in question is adopted. /-R. L. 1945, s. 8268; add. L.
1949, c. 234, pt. of s. 1~7
Sec. 176-19. Contracts between association and members.
(a) Period, withdrawal. The by-laws may require members to execute
contracts with the association in which the members agree to patronize the
facilities created by the association, and to sell all or a specified part of
their products to or through it, or to buy all or a specified part of their
supplies from or through the association or any facilities created by it. If
the members contract to sell to the association, the fact that for certain
purposes the relation between the association and its members may be one of
agency shall not prevent the passage from the member to the association of
absolute and exclusive title to the products which are the subject matter of
the contract . Such title shall pass to the association upon delivery of the
product, or at any other time specified in the contract. If the period of
the contract exceeds three years, the by-laws and the contracts executed
thereunder shall specify a reasonable period, not less than twenty days, in
each year, after the third year, during which the member, by giving to the
association such reasonable notice as the association may prescribe, may
withdraw from the association. In the absence of such a withdrawal provision,
a member may withdraw at any time after three years.
(b) Damages for breach. The contract may fix, as liquidated damages,
which shall not be regarded as penalties, specified sums to be paid by the
members to the association upon the breach of any provision of the contract,
regarding the use of any facilities of the association or the sale, delivery,
handling or withholding of products; and may further provide that the member
who breaks his contract shall pay all costs including premiums for bonds, and
reasonable attorney's fees, to be fixed by the court, in case the association
prevails in any action upon the contract.
(c) Equitable relief. A court of competent jurisdiction may grant an
injunction to prevent the breach of the contract by a member and may decree
specific performance thereof. Pending the adjudication of such an action and
upon filing a verified complaint showing the breach or threatened breach, and
a bond in such form and amount as may be approved by the court, the court may
grant a temporary restraining order or preliminary injunction against the member.
(d) Recording contracts. The association may file contracts to sell
agricultural products to or through the association in the office of the bureau
of conveyances. If the association has uniform contracts with more than one
member in any county, it may, in lieu of filing the original contracts, file
the affidavit of its president, vice president or secretary, containing or
having attached thereto:
(1) A true copy of the uniform contract entered into with its members
producing such product in the county;

- 45 (2) The names of the members who have executed such contract and a
description of the land on which the produce is produced, if such description
is contained in the contract.
The association may file from time to time thereafter affidavits containing
revised or supplementary lists of the members producing such product in the
county without setting forth therein a copy of the uniform contract but
referring to the filed or recorded copy thereof. All affidavits filed under
the section shall state in substance that they are filed pursuant to the
provisions of this section. The bureau of conveyances shall file such
affidavits and make endorsements thereon and record and make entries thereof
in the same manner as is required by law in the case of chattel mortgages,
and shall compile and make available for public inspection a convenient index
containing the names of all signers of such contracts, and collect for its
services hereunder the same fees as for chattel mortgages. The filing of
any such contract, or such affidavit, shall constitute constructive notice
of the association's title or right to the product embraced in such contract,
to all subsequent purchasers, encumbrancers, creditors, and to all persons
dealing with the members with reference to such product. No title, right or
lien of any kind shall be acquired to or on the product thereafter except
through the association or with its consent, or subject to its rights; and
the association may recover the possession of such property from any and all
subsequent purchasers, encumbrancers, and creditors, and those claiming under
them, in whose possession the same may be found, by any appropriate action for
the recovery of personal property, and it may haye relief by injunction and
for damages.
L. 1945, s. 8269; add. L. 1949, c. 234, pt. of s. 1~7
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Sec. 176-20. Misdemeanor to induce breach of marketing contract to
cooperative association; spreading false reports about the management or
finances thereof. Any person or any corporation whose officers or employees
knowingly induce or attempt to induce any member or stockholder of an
association to violate his marketing contract with the association, or who
maliciously and knowingly spreads false reports about the finances or
management thereof, shall be fined not less than $100 nor more than $1,000
for each such offense; and shall be liable to the association a~grieved in
a civil suit in the penal sum of $500 for each such offense. / R. L. 1945,
s. 8270; add. L. 1949, c. 234, pt. of s. 1~7
Sec. 176-21.

Associations are not in restraint of trade.

(a) No association complying with the terms hereof shall be deemed to
be a conspiracy or a combination in restraint of trade, or an illegal monopoly;
or be deemed to have been formed for the purpose of lessening competition or
fixing prices arbitrarily, nor shall the contracts between the association
and its members, or any agreements authortzed in this chapter, be construed as
an unlawful restraint of trade, or as part of a conspiracy or combination to
accomplish an improper or illegal purpose or act.
(b) An association may acquire, exchange, interpret and disseminate to
its members, to other cooperative associations, and otherwise, past, present
and prospective crop, market, statistical, economic and other similar information
relating to the business of the association, either directly or through an
agent created or selected by it or by the other associations acting in
conjunction with it.
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their current and prospective production of agricultural commodities and its
relation to the prospective volume of consumption, selling prices and existing
or potential surplus, to the end that every market may be served from the
most convenient productive areas under program of orderly marketing that will
assure adequate supplies without undue enhancement of prices or the accumulation
of anx undue surplus. 1-R. L. 1945, s. 8271; add. L. 1949, c. 234, pt. of
s. 1..:../
Sec. 176-22. Voluntary dissolution. The provisions of section 172-130,
relating to the voluntary dissolution of corporations, shall apply to
associations fonned under this chapter except that the dissolution shall be
approved at a meeting duly called and held for the purpose by not less than
two thirds of the voting power voting thereon. /-R. L. 1945, s. 8272; add. L.
1949, c. 234, pt. of s. l; am. L. 1953, c. 137, ;. 1 (d)..:.7
Sec. 176-23. Annual reports. An association fonned under this chapter,
within ninety days after the close of its fiscal year, shall file with the
treasurer and with the board of commissioners of agriculture and forestry an
annual report containing the name of the association, its place of business
and a general statement of its business operations during the fiscal year,
showing the amount of capital stock paid up and the number of shareholders,
if a stock corporation, or the number of members and the amount of membership
fees received, if a non-stock association; an income statement; and its
balance sheet. A copy of such report shall be submitted to the members at
their annual meeting, or mailed to each member of the association, or printed
in an official publication of_the association. 1-R. L. 1945, s. 8273; add.
L. 1949, c. 234, pt. of s. 1..:../
Sec. 176-24. Application to existing association. Except where otherwise
expressly stated herein, this chapter shall be applicable to any existing
association fonned under any law of the Territory providing for the incorporation
of agricultural cooperative associations, for a purpose for which an association
may be formed under this chapter.
L. 1945, s. 8274; add. L. 1949, c. 234,
pt·. of s. 1..:..7
-
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Sec. 176-25. Saving clause. This chapter shall not impair or affect any
act done, offense committed or right accruing, accrued or acquired, or
liability, penalty, forfeiture or punishment incurred prior to May 11, 1949,
but the same may be enjoyed, asserted, enforced, prosecuted or inflicte~ as
fully and to the same extent as if this chapter had not been passed. / R. L.
1945, s. 8275; add. L. 1949, c. 234, pt. of s. 1..:..7
Sec. 176-26. Taxation. Domestic associations organized under the
provisions of this chapter shall pay an annual license fee of $10 to the
treasurer of the Territory (and which shall be a general realization of the
Territory) which shall be in lieu of all other corporation, franchise and
income taxes and taxes and charges upon reserves held by the association for
distribution to members, including without limitation upon the generality of
the foregoing any taxes imposed under the provisions of chapter 121; and any
distributions by such associations under the provisions of section 176-12,
and any corporate dividends received by such associations, shall be exempt
from any taxes imposed by the provisions of chapter 120.

- 47 In order to obtain the exemptions from taxation granted by this section
or any other law, the association annually shall file with the tax
commissioner a copy of its report made under section 176-23, and in addition
thereto, on or before March 20 following the close of each calendar year,
shall file with the tax assessor of each division in which there are persons
doing business to whom it has paid, during the preceding calendar year, any
proceeds of goods marketed, a report showing the name of each person to whom
such proceeds were paid, the total proceeds of sales for which such person
is taxable under chapter 117 for the calendar year, and the rate or rates of
such tax a£plicable thereto or to the several amounts thereof, as !he case
may be. l R. L. 1945, s. 8276; add. L. 1949, c. 234, pt. of s. l~/
Sec. 176-27. General corporation laws, when applicable. Except where
otherwise provided, the provisions of chapter_172 shall apply to cooperative
associations organized under this chapter. / R. L. 1945, s. 8277; add. L.
1949, c. 234, pt. of s. l; am. L. 1953, c. 137, s. 1 (e)~/
Sec. 176-28. Penalty. Every cooperative association failing to comply
with any of the statutes regarding cooperative associations shall forfeit to
the Territory $10 for every such violation, neglect or failure to be recovered
by action brought in the name of the Territory by the treasurer, which penalty
shall be in addition to all fees in this chapter otherwise provided. A
continuance of a failure to file the required report and to pay the required
license fee shall be a separate offense for each thirty days of continuance.
The treasurer may, for good cause shown, reduce or waive the penalty imposed
by this section. l-R. L. 1945, s. 8280; add. L. 1953, c. 137, s. 1 (f)~/

Source:

Revised Laws of Hawaii 1955, Title 23, chapter 176.
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Average Balance Sheets of 26 Hawaii Farm Cooperatives, by Groups of Associations,
Expressed as Percentages.!/

Type and number of associations
Balance sheet items

Fruit and
vegetable
(9)

Livestock
and poultry
(7)

Coffee and
miscellaneous
(10)

Percent

Average
(26)
Percent

As sets

-Cash
Receivables
Inventories
Facilities:
Cost
Depreciation
Net
Other assets
Total assets

15.3
44.3
9.7

9.5
50.0
11.5

38.3
42.6
2.6

22.6
45.1
7.5

28.7
18.5
10.2
20.5

46.2
20.5
25.7
3.3

19. 7
3.8
15.9
.6

30.0
13.4
16.6
8.2

100.0

100.0

100.0

100.0

33.2
8.1

45.6
5.6
.6
51.8

40.2
9.0
.5
49. 7

39.2
7.8
.3
47 .3

22.8

11. 7

-

2.1
26.2

4.6

8.8

52.1

19.9

22.9

32.2

100.0

100.0

100.0

100.0

Li· abilities and Capital

Current payables
Long term obligations
Other liabilities
Total liabilities
Capital:
Memberships
Stock
Revolving fund and
capital reserves
Total liabilities
and capital

-

41.3
6.6

1/ Based on the most recent financial reports available dated prior to
July 1, 1959. Does not include the California and Hawaiian Sugar Refining
Corporation.
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